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There are many important unanswered questions about work, savings and retirement among economically
vulnerable families. To begin to address some of these questions, we interviewed 50 low-income women living
in Detroit. Qualitative research like this, that relies on semi-structured interviews, can make substantive and
methodological contributions that complement the insights from existing theoretical and empirical models. In
particular, open-ended conversations with respondents have the potential to generate new hypotheses about
behavior and to determine whether existing large-scale surveys are systematically overlooking important in-
formation. This Brief summarizes the findings from part of this investigation that focused on saving behavior
and thoughts about retirement.

How DO LOW-INCOME WOMEN THINK ABOUT RETIREMENT?

In a standard economic model, households save for a number of reasons, the chief of which may be to finance
retirement. Savings rates are low for all Americans but are often especially low or even negative for low-income
families. What exactly are these households thinking about retirement? Do they think about retirement? If so,
when do they think they will retire, and what is it they plan to live on?

We find that the great majority of low-income households think about retirement, often worrying about it quite
a bit. Some respondents who are unemployed or having only sporadic participation in the labor force say that
having no job from which to retire makes it difficult for them to think about or plan for retirement.

Among those who think about retirement, most plan to retire when they become eligible for Social Security
benefits or a private pension ( for the few respondents in our sample who have these). Even when respondents
do not know the age at which they will be eligible, they say that this is when they intend to retire; respondents
who name a specific age choose the age at which they believe they will be eligible for benefits. Respondents are
reasonably well-informed about their Social Security benefits, reading the statements they get from the Social
Security Administration and, in some cases, expressing concern about the future of the system. Overall, the
results paint a picture of low-income households who think about their retirement even though day-to-day
financial burdens may make significant retirement saving unrealistic.

SAVING AMONG LOW-INCOME WOMEN: MOTIVATION AND OBSTACLES

We next turn to questions related to potential motivations and obstacles to saving. What do respondents be-
lieve their own motivations for saving to be? Do they have plans to save, or have they abandoned hope of saving?
How does saving for retirement figure into their planning? If they have goals that they fail to meet, why do they
fail?
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In spite of a great deal of interest in understanding the determinants of savings rates, particularly for low-in-
come households, almost no research has asked members of those households what they think is going on and
how they think about saving (or not).

We find that these households wish that they could save, and say that they plan to do so in the future when they
hope to have more income. They identify many motives for saving, including the desire to have a cushion in case
of the unexpected (a precautionary motive), wanting to put their children through college, saving up for a house
or car. A few respondents mention wanting to start a small business. Some see this saving as complementary
to retirement saving, since they plan to supplement their retirement income (which will in most cases be only
what they receive from Social Security) by running a small business like a Laundromat or a catering business.

Very few respondents volunteer “retirement” as a motivation for saving although when we ask specifically about
retirement planning, the majority of our respondents say that they think about retirement and would like to
save for it. In fact, a significant minority of our respondents are saving for retirement through either 401K plans
or employer-provided pensions, although the amounts in 401K do not seem to be large. A number of respon-
dents have been forced to dip into 401K savings to pay living expenses during a long unemployment spell or in
order to help friends or relatives.

In fact, friends and family surface as a major obstacle to saving for our respondents. Those who have liquid as-
sets are asked for help. Conversely, many of our respondents are the beneficiaries of gifts or other support (such
as free housing) from friends and relatives.

These complicated patterns of resource-sharing have clear benefits for the low-income population overall, pro-
viding a mechanism for smoothing consumption analogous to consumption insurance in developing econo-
mies. At the same time, however, they imply that significant asset accumulation is unlikely unless these assets
are illiquid - for example, employer-provided pensions.
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