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The American Retirement Crisis 

American workers are facing a retirement crisis, and many don’t even know it’s coming, let alone how to prepare for it. 

The retirement landscape has changed so dramatically and so rapidly over the past 30 years that multiple generations are 

woefully underprepared for retirement. Today’s workforce simply does not have a firm understanding of their future 

financial needs during retirement and therefore can’t adequately prepare. A 2012 study by the Employee Benefit 

Research Institute found that only a third of retirees planned for retirement before age 40, and 30 percent of 

approaching retirees have less than $1,000 in savings and investments.  

Compounding this problem is the fact that sources of retirement income have significantly shifted over the past 30 years. 

In 1985, over 90 percent of Fortune 1000 companies offered defined benefit pension plans to salaried workers. Today, 

that number has plummeted to just 11 percent. Conversely, in 1985, 10 percent of those companies offered only a 

defined contribution plan, like a 401(k), to salaried workers; today that figure is 70 percent. This is a seismic shift in the 

retirement landscape, and while each plan structure has advantages and disadvantages, what is beyond debate is the 

impact on retirement planning caused by this rapid shift from pension plans to 401(k) plans.   

Even though the retirement crisis we face is drastic and severe, it is solvable through education. Unfortunately, the swift 

change in the American retirement landscape wasn’t coupled with a robust public education campaign preparing 

employees to build retirement security with this alternate set of tools – leaving generations of workers unprepared for 

their retirement futures.  

Generations of Americans who are already retired or are currently retiring relied heavily on pension plans and Social 

Security to secure their retirement futures. These generations merely dabbled in IRAs, 401(k) accounts and brokerage 

accounts to supplement their retirement nest egg.   

Future retirees won’t have that luxury. Instead, they’ll need to build nest eggs with a combination of self-directed 

investment vehicles, like traditional and Roth IRAs, 401(k) accounts, personal savings and brokerage accounts. In 

addition, those retirees will need to map out a retirement income stream that draws from, or converts those investment 

vehicles into, retirement income. This is a huge responsibility. 
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These new retirement vehicles are truly maximized by investing early, making it critical that employees start using them early in their 

careers. Furthermore, employees should continue saving throughout their working lives in order to secure a stable retirement. 

Unfortunately, as a society we don’t formally educate students in finance or investing unless their college major requires it. Financial 

education isn’t happening at home either, according to a recent study that found less than one-third of parents discuss finances, 

investments and retirement preparation with their children.  

Even for the third of the parents that have discussed finances with their children, the drastic change in the retirement landscape 

probably makes much of their advice obsolete or not applicable to the retirement future their children will face.  

We have a collective responsibility to inform the working public about the need for proper retirement planning. Not only is it in all of 

our own self-interest to be ready, it’s also critical that each subsequent generation is ready for life after full-time work. Otherwise the 

burden will fall on all of us. 

Over the next seven weeks, Boston Wealth Management will release a series of retirement educational commentaries to start the 

discussion on how individuals can better prepare for retirement. These articles will discuss steps to take when preparing for 

retirement, strategies for making your money last through retirement, investing tips and other topics designed to help launch your 

retirement education and move you toward a more secure retirement future. 
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