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Retirement Security in North Carolina Findings and Recommendations

This Report is presented to the Speaker of the House of Representatives,
the President Pro Tempore of the Senate, and the Fiscal Research Division
by the Joint Legislative Study Committee:

President Pro Tempore of the Senate Appointments:

Sen. Jim Perry, Co-Chair
Sen. Sam Searcy
Mr. Robert Cooley (Public Member, Small Business Owner)

Mr. Brian Lewis (Public Member, Labor Advocate)

Speaker of the House of Representatives Appointments:

Rep. Bobby Hanig, Co-Chair
Rep. Becky Carney

Mrs. Lisa D. Riegel (Public Member, Representing Organization for
Older Adults)

Hon. Paul N. Tine (Public Member, Representing Private Retirement
Services Industry)

Ex-Officio Appointments:

Mr. Sam Watts, representing North Carolina State Treasurer Dale
Folwell’s Office

Mr. Ronald Penny, North Carolina Secretary of Revenue

As directed under NC Session Law 2019-205.
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EXECUTIVE SUMMARY

In recognition of the retirement savings crisis for small
business employees, the North Carolina General
Assembly established a Study Committee to explore
options to address this savings opportunity gap. The
Study Committee met multiple times in early 2020,
hearing from experts in the field of retirement security
and reviewing alternatives for North Carolina. The
Study Committee was provided access to a range of
data and analytical information on retirement security
in the US and North Carolina, some of which is
included here. This report summarizes the information
that was presented to the Committee and the options
that were considered. It also condenses the future
work that is left to be done by a Task Force and
Implementing Board as part of program development
and implementation should the North Carolina
General Assembly decide to proceed.

Retirement Savings Gaps: Impact to North Carolinians

To carry out its responsibilities, the Committee learned the following:

& Approximately 53% of the state’s workforce does not have access to a retirement savings plan at work;'
e Currently more than half of the state’s small employers do not offer retirement plans.

* Many other workers are not covered by an employer’s plan because they work part time, are in an
uncovered classification or are independent contractors.

¢ Without access to a retirement savings plan at work, most people simply will not save for retirement on their
own. In fact, workers with access to a workplace retirement plan are 15 times more likely to save for retirement.?

¢ Because too many are not saving for retirement, North Carolina’s expenses will increase significantly as those
who have not saved will require more social services. In fact, a 2016 study by the University of North Carolina
Wilmington forecast a positive fiscal impact of approximately $468 million to the state with modest increased
savings rates of 3% to 5% by workers in low- to middle-income groups, which are over-represented in the
uncovered population.®

What Can North Carolina Do to Improve Worker and
Taxpayer Outcomes?

If North Carolina is interested in adopting a retirement ‘
security approach that will significantly improve coverage || "\

of and use by the 1.7 million workers in the state who do
not have access to a retirement plan at work, the state

has several choices. Of the alternatives available, the °

simplest and most effective program would be a state- ApprOXI mately
facilitated Auto IRA program using Individual Retirement 53% Of the State’s
Accounts, developed and operated in partnership

with private sector partners for administration and Workfo rce does not
investments. This model also has the greatest likelihood

of helping the state achieve significant savings to rising have access to a

costs for social services programs.

retirement savings
We therefore recommend a state-facilitated Auto IRA

program as the preferred model to help savers and to pla n at WOI’k.
help the state achieve savings.
















