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Joseph R. Biden, Jr.

Office of the Vice President

The White House

1600 Pennsylvania Avenue NW
Washington, DC 20501

February 24, 2010

Dear Vice President Biden:

CFED writes to applaud the Middle Class Task Force’s endorsement of Saver’s Credit reform and automatic

enrollment in retirement savings plans. These are critical savings and wealth-building proposals that will enable

millions of low- and moderate-income Americans to build up long-term savings and attain financial security.
President Obama and you recognize that income alone is not adequate to achieve financial self-reliance: a
financial cushion or nest egg enables families to plan for the future and manage financial shocks.

To meet our goal to expand economic opportunity, we support these legislative initiatives:
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The Saver’s Credit, originally designed to provide a saving incentive for low- and moderate-income
households, is drastically underutilized. CFED supports the President’s reform proposal that would
extend the Saver’s Credit to approximately 50 million households! CFED leads the effort to build
private and public sector support for Saver’s Credit expansion with the recent launch of the Saver’s
Credit Alliance, a group of forward-thinking national organizations supporting an expanded Credit.

Extending automatic payroll-based retirement saving opportunities to a majority of the 78 million
employees currently without access to a retirement plan at work builds an infrastructure for savings
and investment. Only fiftytwo percent of households now own a retirement savings plan :
low-income workers are much less likely to save for retirement than their higher-income
counterparts. The majority of lowincome workers — more than 92% — do not participate in a
401(k) type plan because many of them are not offered a retirement plan by their employer. Only
37% of those earning under $30,000 annually have access to a retirement account at work.

Automatic enrollment, complemented by an expanded Saver’s Credit, will enable lower-income families to
participate in, contribute to and benefit from the nation’s savings structure. We appreciate your leadership.

Sincerely,

Ondis_ beve

Andrea Levere
President



The Retirement Security Project

February 24, 2010

Vice President Joe Biden

Office of the Vice President of the United States
Eisenhower Executive Office Building

1650 Pennsylvania Avenue, NW

Washington, DC 20501

Dear Mr. Vice President:

The Retirement Security Project (RSP) research shows that Automatic IRAs and
expansion of the Saver’s Credit will help increase retirement savings, an important goal
for financial stability for all Americans.

The Retirement Security Project is part of The Brookings Institution’s Economic Studies
Program and is dedicated to promoting common sense solutions to improve the
retirement income prospects of millions of American workers. For examples of RSP
proposals on Automatic IRA and Saver’s Credit please go to:
http://www.brookings.edu/papers/2009/07 automatic ira 1wWry.aspx
http://www.brookings.edu/articles/2004/0503saving_gale.aspx

Nearly half of American workers — an estimated 78 million — currently have no
employer-sponsored retirement savings plan. The Automatic IRA, which was developed
by RSP and the Heritage Foundation, is designed to help fix this problem. Employers
facilitate employee saving without having to sponsor a 401(k)-type plan, make matching
contributions or process complex eligibility rules. Employees are enrolled automatically
into an IRA, unless they choose to opt out, and retain the option to choose how much and
where to save. Automatic IRAs also offer saving options for the self-employed, for
independent contractors, as well as continuity of saving for those who are changing jobs.
The Automatic IRA has wide bipartisan support and was endorsed in 2008 by both the
McCain and Obama campaigns.

Our research also supports proposals to expand and improve the Saver’s Credit by
making it fully refundable. The Saver’s Credit is an incentive for middle- and lower-

www.retirementsecurityproject.org



The Retirement Security Project

income taxpayers to save in 401(k)s and IRAs. The Retirement Security Project found
that more than 69 million tax filers had incomes low enough to be eligible for the Saver's
Credit in 2007. However, nearly 45 million of these filers actually failed to qualify for the
credit because they had no federal income tax liability. If the Saver's Credit was made
refundable, these 45 million additional tax filers would have qualified for it had they
contributed to retirement savings.

Sincerely,
NNl Gl

William G. Gale
Director, Retirement Security Project
Senior Fellow, The Brookings Institution
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David C. John
Deputy Director, Retirement Security Project
Senior Research Fellow, The Heritage Foundation

www.retirementsecurityproject.org



