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What is AARP?
The largest voluntary membership organization in
the world, with more than 40 million members 50
and older
Founded by Dr. Ethel Percy Andrus, retired
teacher, in 1958 as the American Association of
Retired Persons
We strive to give our members value in products
and services and advance positive social change
The largest lobbying organization in the United
States, influencing legislation and regulation at
the federal, state, and local levels
Membership includes 50 % of all Americans 50+
and 20 % of all U.S. voters

Our Role in Financial Literacy
One of AARP’s top goals:

“Americans accumulate and effectively manage
adequate retirement assets.”
We achieve this through:
• Volunteers (monitoring & education)
• Products & Services (AARP Funds, bolster ID protections)
• Philanthropy (Foundation programs)
• Advocacy (Laws to ease savings & protect consumers)
• Information & Research (on-line tools, surveys, studies)
• Partnerships & Alliances (expertise, leverage, credibility)

The Challenges
• Americans underestimate their retirement needs & longevity –
in 2030, average 65-year-old will replace 29 % of income with
Social Security pension, but will need $260,000 for lifelong health
costs, and live an additional 31 years
• As a result, they avoid or procrastinate – avg. retirement
account for 55 – 64: $69,127 in 2007 (before recession!)
• Americans make inappropriate investment decisions -- either
too risky or too conservative
• Impact of global financial crisis on those in or near retirement
• Many retirement savings plans are overly complicated – high
transaction costs for making optimal savings decisions (Madrian &
Shea, 2001)
• “Default” behavior for retirement savings result of inertia and

misperceptions (default option must be “the best”)
• “Auto” plans create passive savers, especially among less
educated and less well-paid workers
• Impact of “anchoring behavior” (Tversky & Kahneman, 1974)

AARP’s Approach
We support:
Auto-enrollment in 401(k): 86 % will participate vs. 62 %
without auto. Significant increases in participation of blacks and
Latinos, young and less well-paid. Expand auto functions to IRAs
Auto-escalation in savings rate: Based on years of service
and/or salary increases.
Investment default appropriate to individual: Money markets
too conservative for all but those close to retirement; lifecycle,
balanced, and managed funds better. Simple is better.
Ability to work longer and more flexibly: Promote value of
older workers and minimize costs or barriers to their employment
Educating younger generations on retirement needs:
“Lifetuner” Intergenerational cooperation

Auto-Plans Benefit Lower Paid Workers
Median Replacement Rates from 401(k) Accumulations for U.S. Workers Turning 65 in 2035, by Income
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Auto & Default Options May Underperform
401(k) Asset Allocation by Cohort, Fortune 500 Company Adopting Auto & Default
Policies
100%
90%

3.1
16.6

10.8
17.8

23.1

16.4

80%
70%

56.7

60%

54.9
50%

75

67.1

80.5

40%
30%
20%

32.5

28.5
10%

9.8

7.3

Non-Auto (3+ Years)

Non-Auto (1-2 Years

0%

All Participants

Money Market

Equities

Auto (Default)

Bonds

Auto (Nondefault)

How We Achieve These Goals?

AARP’s Multi-Stakeholder Strategy
1. Individuals – Our Members (50+)
2. Individuals – Multigenerational Approach (18-35)
3. Employers
4. Government
5. Financial Services Industry

Work with Our Members
• Articles in AARP Magazine and Bulletin (+26 m circulation)
• On-line tools (“Savings Challenge” group, “the Ultimate
Cheapskate,” etc)
• Benefits assistance
• Tax Aide Program
• Create The Good
• Asset decumulation and reverse mortgages
• Importance of our volunteers

“Army of Useful Citizens”

Youth: Our Future Members
By age 50, in some ways it’s “too late.”
25-year-old making $50,000 and saving 5 %
will have $1.27 million at 65
50-year-old making $100,000 and
saving 10 % will have just $356,000 at 65
Life Tuner = www.lifetuner.org launched by AARP in
2009 and targeted at 18-35 year olds

Work With Employers
“Retirement Made Simple”
• Coalition among AARP, FINRA, and Retirement
Security Project, established in 2008
• Goal: To encourage and enable employers to help
their employees save more effectively for retirement
• After passage of PPA – opportunities, but
complexities, especially for smaller companies
• Explain Qualified Default Investment Alternatives
(QDIAs), etc.
• Create financial education campaigns for small
employers

Government Advocacy
• Pension Protection Act (PPA), 2006, and
resulting regulatory changes (Dept of Labor)
• Advance legislation for auto-IRAs (selfemployed and small businesses)
• Advocate in state capitals for state-level
retirement savings incentives
• Advocate for improved federal and state
investor protections

Financial Services Industry
1. “Free Lunch” Monitor Program
•
•
•

78 % of Americans 55+ are concerned about
becoming a victim of financial scam
Free Lunch Monitor Program launched in October
2008 w/ North American Securities
Administrators Association (NASAA)
Volunteers monitor and report on methods – “low
risk & high rewards” as the chief red flags

2. Outreach to Financial Planners (w/ FPA)
•
•

Special information for working with older clients
Focus on social, generational, physical, and
mental characteristics

Conclusions & Caveats
• Risk is largely borne by individual, and risks remain great
• Current global crisis presents challenges, and opportunities
for savings and investment (with asset prices relatively
depressed, good buying opportunity for long-term)
• Universal, basic pension (i.e. Social Security) will remain
chief source of financial security and income for most retirees –
reforms must guarantee its sustainability and value
• Civil Society can play essential role in educating, but even
more important “nudging” (creating better choice architecture)
• Value of international sharing of best practices (UK, New
Zealand)

Questions?
Perguntas?
Contact:

Edward Johns, Associate Director
Office of International Affairs
AARP
601 E Street, NW
Washington, DC 20049
USA
Telephone: 1-202-434-2395
Fax: 1-202-434-2454
Email: ejohns@aarp.org

Thank You! Muito Obrigado!

