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Women and minorities often face 
unique obstacles in saving for 
retirement, including individual and 
systemic challenges. By providing 
voluntary benefits and targeted 
education, employers can take steps to 
help workers overcome these barriers. 

Culture and 
Gender Issues
in Retirement Savings
by | Brenton Harrison
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retirement security

S tatistics show that many 
people in the United States 
struggle to save enough for 
retirement, regardless of color 

or gender. Women and minorities, 
however, often face different challenges 
in saving for retirement, whether it’s 
because they exit the workforce for ex-
tended periods or face systemic issues 
such as wage inequality.

This article will discuss some of the 
issues that create barriers to adequate 
retirement savings for women and mi-
norities and will identify ways that em-
ployers can help workers address these 
challenges.

Challenges to Building  
Personal Wealth

One of the challenges faced by 
women and minorities is lower per-
sonal wealth when compared with 
white workers and men. Breaking 
down how the average person obtains 
wealth shows why there is such dispar-
ity amongst female and minority em-
ployees. Here are the basic components 
of wealth:

Formal and Informal gifts  
(20% of Wealth)

Research shows that formal and in-
formal gifts are crucial to young work-
ers as they establish themselves finan-
cially. Up to 40% of white Millennials 
receive financial help for basic financial 
necessities between the ages of 18-34.1 
Conversely, upwards of 80% of black 
parents and 70% of Latino parents ex-
pect that they will need their children’s 
financial assistance in retirement.2 This 
makes the prospect of receiving a fi-
nancial gift slim, and it’s reflected in the 
numbers, as white Americans are five 
times more likely to receive an inheri-

tance than minorities, and the value of 
inheritances received by white Ameri-
cans is ten times higher than those re-
ceived by minorities.3

Home Equity (60% of Wealth)

Homeownership is one of the most 
effective ways to achieve wealth. Home 
equity is rarely a product of an individu-
al’s financial acumen; homeowners pay 
their mortgages down, and their equity 
typically goes up, barring other factors 
such as housing market forces. But ac-
cess to homeownership has proved dif-
ficult for minorities, with homeowner-
ship rates almost 30% lower than those 
of white households.4 The statistics for 
female homeownership are also con-
cerning. Women who own their homes 
typically pay more for them than their 
male counterparts. Women pay average 
mortgage rates 0.4% higher than men. 
On a $300,000 home, this difference 
would cost female homeowners an ad-
ditional $1,000 per year. For divorced 
women, keeping a home following sep-
aration has also proved difficult, with 
almost one in three losing their house 
following divorce.5 

Personal Savings (20% of Wealth)

Beyond the systemic issues that 
have led to disparities in homeowner-
ship, women and minorities can im-
prove their odds by improving their 
financial preparedness. So how do they 
fare in this regard? Not much better. 
Online research would seem to show 
that Americans are doing great when 
it comes to personal savings and in-
vesting. Average 401(k) balances and 
participation rates are rising, and an 
increasing number of workers are now 
“401(k) millionaires,” with more than 
$1 million in their workplace accounts. 

So what gives when it comes to women 
and minorities? Access to plans is a sig-
nificant hurdle. Only 38% of Latinos 
have access to an employer-sponsored 
plan, compared with 62% of white em-
ployees.6 Departures from the work-
force also hinder retirement savings 
for women; the Network of Executive 
Women found that among C-suite ex-
ecutives, women were three times more 
likely to leave the workforce, often to 
care for children or aging parents.7

The increased likelihood among 
women to take time out from the work-
force—either to raise a family or to care 
for a loved one—means that their in-
vestment returns are often hammered 
down by years in the market when 
they’re unable to contribute. On aver-
age, female participation rates in work-
place plans are 5-14% higher than that 
of men. They also take similar levels of 
risk, yet the account balances for men 
are 50% higher.8 In other words, wom-
en are more likely to participate, they 
save in the same investments, but they 
end up with half as much money! 

For minorities, the problems with 
savings often relate to an inability to 
establish a financial foundation. The 
Mass Mutual 2018 State of the Ameri-
can Family Study found that 33% of 
African-American and 27% of Latino 
families have less than one month’s 
expenses saved.9 They are also more 
likely to be burdened by consumer and 
medical debts, with more than 30% of 
minorities reporting problems paying 
medical bills.

When it comes to employee benefits, 
the statistics show that while women 
and minorities might have access to the 
same suite of employee benefits as their 
peers, socioeconomic forces outside of 
the workplace often make it difficult for 
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them to receive the same level of val-
ue from them, if they’re able to utilize 
them at all. Lack of savings is a prime 
example, since low cash reserves mean 
minorities are more likely to struggle 
with everyday expenses. This fact has 
not gone unnoticed by predatory lend-
ers, such as payday loan institutions. 
A report by the Center for Respon-
sible Lending found that payday lend-
ers have an average of 8.1 locations 
per 100,000 people in communities of 
color, compared with four locations per 
100,000 in white communities.10

Student loans are also a phenom-
enon that affects all communities but 
has an even deeper impact amongst 
minorities. Research has shown that 
black young adults take on 85% more 
student debt than their white counter-
parts, and the gap between these loans 
compounds at a rate of 7% each year 
after borrowers leave school.11

Where does this leave employers? 
Those that truly care about their em-
ployees’ well-being must address the 
barriers facing minority and female 
employees’ finances. The following are 
steps employers can take that arguably 
will also benefit the workforce at large. 

Consider Employee Needs
Employers offer raises and benefits 

to their employees for many reasons. 
At their core, employee benefits should 
be a tool to help employees feel valued. 
So wouldn’t it make sense to ask them 
what makes them feel valued? Very 
rarely do employers survey their work-
ers about their benefits package. Maybe 
they assume that they’re already doing 
a good job, or maybe they don’t want to 
open a Pandora’s box of suggestions; if 
they asked, however, they might receive 
some interesting responses. 

In a study by Glassdoor, four in 
five survey respondents said that they 
would prefer an improvement in their 
employee benefits and perks over a 
raise in pay.12 And the benefits they 
found most valuable are likely much 
more affordable than one might expect. 
Nearly half (48%) of those surveyed 
wanted student loan assistance, and 
44% requested assistance with the cost 
of going back to school for additional 
training. Nearly two in five (39%) want-
ed a free or discounted gym member-
ship and 32% wanted . . . free snacks. 
Employers should ask employees what 
they want and need and form a benefits 
package that speaks to those needs.

Leverage Behavioral Finance 
Concepts

Behavioral finance tools such as 
autoenrollment in 401(k) plans have 
become a model example of using hu-
man behavior to drive positive change. 
A 2018 Vanguard study found that 93% 
of new hires participate in 401(k) plans 
that automatically enroll participants, 
compared with  47% in voluntarily 
enrolled plans.13 The problem with 
autoenrollment, however, is that em-
ployee contribution rates typically fall 

around 3%, and saving 3% will not get 
employees to a comfortable retirement. 
Autoenrollment works best when 
paired with an automatic increase in 
employee contributions (often referred 
to as autoescalation).

Employers that believe that employ-
ees will opt out when contributions get 
too high should think again: The Van-
guard study found that nine out of ten 
employees in retirement plans with au-
toincreases either stuck with the increase 
or contributed more.14 And strategies 
that use behavioral finance concepts 
don’t have to stop with 401(k)s. By using 
concepts like gamification, employers 
can harness their employees’ competi-
tive juices as a positive force. Early in 
my career, I was asked to speak at an 
employer event during which depart-
ments were pitted against each other 
in challenges centered on debt elimi-
nation, savings rates and even physical 
fitness. The employees loved it, their 
engagement increased, and their over-
all well-being improved, all by making 
a game out of getting better.

Provide Education
One of the systemic issues hold-

ing people back financially is a lack of 

takeaways
• One of the financial challenges faced by women and minorities is lower personal wealth 

compared with white workers and men. 

• Departures from the workforce due to caregiving is a common hurdle to adequate retire-
ment saving for women, affecting contributions to retirement savings and investment 
returns.

• Among minorities, issues that can affect retirement savings include lack of access to work-
place retirement plans and higher levels of student loan debt.

• Steps employers can take to improve the finances of women and minorities in the workforce 
include leveraging behavioral finances to increase retirement plan contributions, offering 
voluntary benefits and providing education on issues such as investing and credit.
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financial literacy. The 2015 Standard & Poor's Rating Ser-
vices Global Financial Literacy Survey found that only 37% 
of Americans were able to answer questions about basic fi-
nancial principles such as inflation and compound interest.15 
Even more striking is the fact that Americans don’t under-
stand the benefits they have available at their jobs. A study by 
Princeton Survey Research Associates International (PSRAI) 
found that among the 8% of Americans who have a health 
savings account (HSA), many don’t understand how they 
work.16 There is a similar level of confusion over choosing 
investments inside of 401(k)s or even understanding short-
term vs. long-term disability insurance. 

Employers can flip this phenomenon on its head by start-
ing employee education initiatives. They can host lunch and 
learns and task the employees themselves with learning the 
material and teaching it to their co-workers. They can invite 
outside experts in to share on certain subject matters. And 
most importantly, employers can take the steps to ensure that 
they themselves understand the features and can articulate 
the value of the benefits they offer.

When planning for employee education, it is also impor-
tant to emphasize areas of particular interest to women and 
minorities. Retirement savings, for example, is an area where 
a lack of understanding regarding investments can prevent 
minority employees from participating. The average balance 
for African Americans in 401(k) plans is a mere $23,000, ac-

cording to the Federal Reserve.17 In addition to the pay gap, 
another contributing issue may be a hesitancy to invest in the 
stock market as well as a lack of understanding of the stock 
market and the investments inside of employer plans.

Credit is another area that is of critical importance when 
dealing with women and minorities. A 2018 NBC news ar-
ticle cited research that found that even though women car-
ried less debt on average—$21,171 compared with an aver-
age of $25,225 for men—their credit scores lagged behind.18 
The reason? The gender wage gap means that lower earning 
women are extended lower credit limits than their male 
counterparts. With credit utilization representing 30% of a 
FICO score, women have a harder time keeping their utiliza-
tion rates within an acceptable range. For minorities, whose 
credit scores also lag behind their white counterparts, there 
is also the issue of credit invisibility, where a lack of history 
leaves lenders without a track record of whether the appli-
cant represents a good credit risk.19

Implementing education that highlights these areas and 
their importance to long-term wealth is a crucial element of 
an educational plan that works for all employees.

Offer Fringe and Voluntary Benefits
The go-to employee benefits have been well-established 

over time: health insurance, life insurance, disability insur-
ance, 401(k)s and pensions. Some plans offer a Roth retire-
ment account. Beyond that? Not much has changed over the 
years. These benefits are incomplete in the sense that many of 
them—specifically tools such as 401(k)s and HSAs—require 
employees to be capable of saving on a consistent basis. If 
they can’t, these benefits are left unused. 

There are benefits typically offered by third parties, how-
ever, that may help shore up an employee’s insurance risks 
and help establish a financial foundation. An example would 
be critical illness insurance or medical bridge policies, which 
provide employees with money to cover health needs when 
they can’t afford their health insurance deductible. Products 
like these can help position employees to contribute to their 
401(k) plans without worrying about their basic needs.  Indi-
vidually owned, guaranteed-issue insurance policies through 
providers can also provide coverage for older employees, or 
those with health issues who want to secure affordable cover-
age they can keep even if they switch jobs. 

Other such voluntary benefits that may help include stu-
dent loan repayment benefits. Options include partnering 

retirement security
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with a vendor that can offer lower loan rates to employees 
or making direct contributions toward employees’ student 
loans. Employers might also consider offering benefits such 
as discounted home and auto insurance and credit counsel-
ing through affiliate programs.

Partner With Outside Organizations 
Employers may consider forming partnerships with orga-

nizations that can do the heavy lifting in the quest to improve 
employee financial preparedness. Financial wellness pro-
grams are available from outside vendors that offer person-
alized tools to employees, ranging from diagnostic analyses 
of their finances to independent financial counseling upon 
request. It is not uncommon to find these resources can be 
paired with educational initiatives, and many offer digital 
learning platforms so that employees can work through a fi-
nancial literacy curriculum at their own pace.

Employers also can choose the option of in-person finan-
cial advice, perhaps by forming a relationship with a local 
financial planning firm. Employers could establish regularly 
scheduled financial workshops, subsidize the cost of employ-
ees who utilize the advisory firm or establish formal commu-
nication channels when interested employees would like to 
speak with an advisor. When engaging with outside help, be 
sure to involve interested employees in choosing areas where 

they would like to receive education. Also consider extend-
ing the invitation to learn more to their entire families, so 
that their household can improve their financial wellness to-
gether. 

Clearly defined expectations in these relationships are vi-
tal, since employers don’t want advisors to feel they’ve been 
given a green light to aggressively prospect amongst employ-
ees. Plan sponsors also should be aware of the regulations 
regarding the provision of investment advice to plan partici-
pants to avoid fiduciary liability issues.

Conclusion
Addressing the financial wellness needs of women and 

minorities requires outside-of-the-box thinking and a will-
ingness to listen to the needs of employees. Through efforts 
that include employee benefits and education that target 
women and minorities, employers may help close the retire-
ment savings gap. 

Endnotes

 1. See www.theatlantic.com/business/archive/2015/11/gifts-debts 
-inheritances/417423/.
 2. Ibid.
 3. Ibid.
 4. See https://heller.brandeis.edu/iasp/pdfs/racial-wealth-equity/racial 
-wealth-gap/roots-widening-racial-wealth-gap.pdf.
 5. See www.marketwatch.com/story/5-things-women-pay-more-for 
-than-men-2014-01-17.
 6. See www.nirsonline.org/wp-content/uploads/2018/12/latinoretirement 
_unidosus_nirs_report_112818_lr.pdf.
 7. See www.newonline.org/sites/default/files/files/NEW_Leadership 
_Crisis_Digitalv3.pdf.
 8. See https://institutional.vanguard.com/iam/pdf/GENDRESP.pdf.
 9. See www.massmutual.com/cm/family-study#allfamilies.
 10. See www.marketplace.org/2016/03/24/are-payday-loans-are-hurting 
-minorities/.
 11. See https://ncrc.org/cnbc-racial-wealth-inequality-is-worsened-by 
-student-debt-study-finds/.
 12. See www.glassdoor.com/blog/ecs-q3-2015/.
 13. S ee  https : / / inst itut ional .vanguard.com/iam/pdf/CIRAE 
.pdf?cbdForceDomain=true.
 14. Ibid.
 15. See https://gflec.org/initiatives/sp-global-finlit-survey/.
 16. See www.prnewswire.com/news-releases/86-of-americans-dont 
-understand-health-savings-accounts-but-50-say-they-would-likely-use 
-one-246316691.html.
 17. See www.bloomberg.com/company/stories/retirement-crisis-facing 
-african-americans/.
 18. See www.nbcnews.com/know-your-value/feature/being-woman 
-hurts-your-credit-score-here-s-what-you-ncna948141.
 19. See www.cnbc.com/2018/05/18/credit-inequality-contributes-to-the 
-racial-wealth-gap.html.

 Brenton Harrison is a financial 
advisor with Henderson Financial 
Group, Inc., in Brentwood, 
Tennessee. He offers investment 
and insurance planning, focusing 

on the needs of health care practitioners, execu-
tives, religious leaders and others. His practice is 
dedicated to educating both his clients and the 
community on money management, insurance 
and wealth-building principles. Harrison is a 
member of the Million Dollar Round Table. He 
holds a bachelor’s degree in business administra-
tion from Oakwood College.

 b
io

pdf/420


