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INCREASING SPOUSAL PROTECTIONS IN RETIREMENT ACCOUNTS WOULD

INCREASE WOMEN’S RETIREMENT SECURITY

Women reach retirement with fewer pension benefits and retirement assets than men. In 2008,
the median annual income from pensions and annuities for women age 65 and older was
approximately 60% of the median pensions and annuities income received by men ($8,040 vs.
$13,200).1 A recent study found that the median female worker near retirement with a 401(k)
type plan or an individual retirement account had a balance of $34,000, while her male
counterpart had an account balance of $70,000—more than twice as much.2 As a result, women
rely more heavily on a spouse’s pension benefits.3 Strengthening spousal rights in retirement
accounts would help to address this shortfall in retired women’s income.

 The protections for spousal pension rights established by Congress almost twenty-
five years ago haven’t kept up with changes in the pension world.

 The Retirement Equity Act of 1984 protected spouses’ rights in traditional
pensions. The Retirement Equity Act (REA) made a lifetime annuity with a survivor
annuity for a spouse the default form of benefit from traditional pension plans for
married workers. If a married worker wishes to receive a lifetime annuity for him or
herself, rather than a reduced lifetime annuity with a survivor annuity, he or she must
obtain the consent of his or her spouse.

 Requiring spousal consent to waive survivor benefits in traditional pensions
increased women’s retirement security. Immediately after the REA was enacted, the
number of married men who provided a survivor annuity for their spouses increased
15%, ensuring a more secure retirement for many more widows.4 In 2006, women
aged 60 and over received a median survivor benefit of $7,850 per year – a not
insignificant amount.5 Moreover, the data suggest that DB pension survivor benefits
help lower-income older women avoid poverty: a disproportionate number of women
receiving DB pension survivor benefits fell within the second-lowest income quintile,
rather than the lowest income quintile, in 2006 – suggesting that DB pension survivor
benefits made the difference.6

 401(k)s and IRAs are replacing traditional pensions. Since the REA was enacted,
defined contribution plans such as 401(k) plans have largely supplanted traditional
pension plans. Between 1985 and 2007, the number of defined contribution plans
increased by 43% (from approximately 462,000 to 659,000 plans) while the number
of traditional pension plans decreased by approximately 71% (from approximately
170,000 to 49,000 plans).7 In addition, the use of tax-favored Individual Retirement
Accounts (or IRAs), has increased significantly, mostly as a result of rollovers of
401(k) account balances: IRA assets increased from $240 million in 1985 to $4.75
trillion in 2007.8
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 Current law does not provide comparable spousal protections for retirement
accounts. Unfortunately, the protections of the REA do not apply to DC plans (unless
married DC plan participants elect to receive their benefits in the form of a life annuity).9

When workers leave a job, they can spend their 401(k) funds or roll them over into an
IRA without their spouses having any role in making that decision. And a worker’s
spouse has no right of control over a worker’s IRA, once the 401(k) funds are rolled over.
As a result, spouses cannot ensure that savings accrued during the marriage will be
available for retirement. Thus, a substantial pool of retirement wealth—over $7 trillion
in 201010—is shielded from joint decision making and can be placed out of the reach of
spouses when they need it most.

 Spousal protections in retirement accounts could be improved by:

 Making the default form of benefit from 401(k) plans a joint and survivor annuity, or
its equivalent, if spousal consent is not obtained;

 Specifically protect spouses’ interests in retirement assets at divorce; and
 Requiring spousal consent to Individual Retirement Account (IRA) distributions.

Extending spousal protections to 401(k) plans and IRAs would give millions of women the
right to be involved in making choices with respect to retirement income on which they will
also rely.
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