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Retirement Risks and 
Planning: What Did 
COVID-19 Teach Us?
by Anna M. Rappaport | Anna Rappaport Consulting

In 2020, the COVID-19 pandemic changed the everyday 
life of all Americans. In most areas, nonessential workers 
were told to stay at home for a period of weeks in order to 

prevent the spread of the virus. Unemployment increased 
from under 4% to more than 14%; there has been significant 
volatility in investment markets, and major government 
monetary assistance was made available to help businesses 
and individuals manage through the crisis. Businesses with 
the capability allowed their employees to work from home. 
Most nonessential businesses were forced to shut down on a 
temporary basis, and many may not survive.1

Retirement risks were present before COVID-19, but the 
virus increased the attention paid to some of those risks. Our 
knowledge about the impact of COVID-19 is evolving. This 
article will review retirement risks and what has been learned 
about the impact of COVID-19 on the entire retirement sys-
tem, including Social Security and government benefits, the 
workplace and employee benefits, and individual issues. 

In the workplace, issues include how jobs are done, which 
workers are furloughed or laid off, how and when employ-
ees retire, the funding and operation of defined benefit (DB) 
and defined contribution (DC) plans, and the need for em-
ployees to maintain emergency funds. COVID-19 may affect 
individuals’ retirement security, support and caregiving, ac-
cess to caregiving, and the ability to work in retirement. In 
2020, the Society of Actuaries released a new version of its 
“Post-Retirement Risk Chart” as well as several reports on 
retirement risk and COVID-19. These reports will be used to 
inform this discussion. 

The Changing Environment for Retirement Planning
COVID-19 changed the environment for retirement 

planning. It is, however, unclear how COVID-19 will affect 
the economy in the longer run and how long it will take the 
economy to recover. As of midyear 2020, economists were 
predicting that unemployment would remain in double 
digits for at least the rest of the year. Some people who were 
temporarily laid off have returned to work. Others may re-

A T  A  G L A N C E

• COVID19 will likely affect retirement savings as some em
ployers have stopped or cut matching contributions to de
fined contribution (DC) plans and assets have declined in 
both defined benefit (DB) and DC plans. 

• The majority of people in the U.S. lack adequate emergency 
funds, and many lack retirement savings. COVID19 has fo
cused retirement system managers on the link between emer
gency funds and retirement security and their importance. 

• Social Security and Medicare will face lower revenues this 
year, and the economic downturn will probably hasten the 
point at which Social Security will be forced to increase 
taxes and/or reduce benefits.

• It is possible that the aftermath of COVID19 will accelerate 
the interest in discussion of coverage and alternatives to the 
present retirement system. The 2020 election outcome will 
influence which alternatives will get a serious hearing and 
consideration in Congress.
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turn, but some businesses will fail, and some jobs will be 
lost later in the year. 

The context for this discussion is the U.S. retirement en-
vironment that existed before COVID-19 and the changes 
we see during the COVID-19 pandemic. Some key points 
about that environment include the aging population, 
growing income inequality, the prevalence of the “gig” 
economy, a major shift of risk from the employer to the in-
dividual, and the persistent low interest rates on bank ac-
counts and bond returns, due in part to fiscal policy. The 
risk shift is in part due to the move away from DB plans so 
that most active private sector employee benefit retirement 
programs are DC plans. There has also been a major decline 
in employer-sponsored retiree medical plans. 

Large employers are more likely to sponsor plans, but 
some employment has shifted to smaller firms that typically 
do not sponsor retirement plans. Thereby, many people in 
the U.S. do not have access to an employer-sponsored retire-
ment plan, and some states have started offering retirement 
savings programs for these individuals. In addition, many 
Americans do not have adequate emergency funds or retire-
ment savings. Social Security is the main source of retirement 
income for many retired Americans and the only source for 
many others. While many employees have tried to work lon-
ger, there have been significant employment challenges for 
many who are age 50 and over. There is also racial inequality 
in retirement savings and assets, which largely reflects labor 
market issues. 

Impact of COVID-19 on the Labor Force and Economic 
Environment 

COVID-19 is a major health risk for all Americans. Relat-
ed changes in the economy are important considerations in 
thinking about retirement planning. Following are insights 
provided in the Congressional Research Service report Glob-
al Economic Effects of COVID-19. 2

• Over the 13-week period from mid-March to mid-
June 2020, about 46 million people in the U.S. filed for 
unemployment insurance. The national unemploy-
ment rate was 14.7% in April 2020 and 13.5% in May. 
It then dropped to 11.1% in June. (Unemployment was 
under 4% at the beginning of 2020.) 

• U.S. gross domestic product (GDP) fell by 5.0% in the 
first quarter of 2020. 

• The Organisation for Economic Co-operation and De-
velopment (OECD) forecasts a decline in global GDP 
of 6.0% to 7.6% in 2020, depending on whether there 
is a second wave of the virus.3 

• OECD, the World Bank and the International Mone-
tary Fund (IMF) all forecast a decline in global GDP in 
2020 and recovery in 2021. The World Bank forecasted 
the deepest recession since World War II.

• Investment markets have been very unstable. Between 
February 14, 2020 and March 23, 2020, the Dow Jones 
Industrial Average lost about one-third of its value. 
From March 23 to April 15, it moved up by 18%, par-
ing its initial losses by half. Between April 15 and mid-
June, the average trended upward with a lot of volatil-
ity. 

• On March 3, 2020, the yield on U.S. Treasury ten-year 
securities was below 1%.

There are huge variations in the impact of COVID-19 by 
geographic area, industry and race.4 For example, Nevada 
had the highest unemployment rate in May 2020 at 25.3%, 
compared with 4.0% in May 2019. At the other extreme is 
Nebraska, with an unemployment rate of 5.2% in May 2020, 
up from 3.1% in May 2019. The industry with the highest 
unemployment rate is leisure and hospitality at 35.9% in 
May 2020, up from 5.0% in May 2019. Financial services had 
an unemployment rate of 5.7% in May 2020, up from 1.7% 
in May 2019. The impact of COVID-19 varies significantly 
among individual organizations.

As of this writing, it was not known how the economy 
would fare in the second half of 2020. After a number of 
weeks of shutdown, states reopened portions of their econ-
omies in May and June, gradually increasing what was re-
opened state by state. However, by midyear, it was clear that 
a number of states, particularly in the South and West, had 
rapid increases in infection rates, and the pandemic seemed 
to be getting out of control in some areas. Some states paused 
their reopening plans and backtracked, and further limita-
tions seem likely. What is clear is that there is a lot of uncer-
tainty, and it will continue to mean turmoil for various parts 
of the U.S. as well as for the retirement system. 
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Impact of COVID-19 on the Retirement System
The SOA reports Defined Benefit Plans and COVID-19: 

Immediate Challenges for Plan Sponsors5 and Defined Contri-
bution Plans, Emergency Funds and COVID-196 offer over-
views of retirement plan issues based on what those working 
with plan sponsors are seeing among their clients. Some of 
the issues facing the retirement system, plan sponsors and 
individuals include the following.

• Many plan sponsors in both the private and public sec-
tor will be faced with declines in revenues, creating li-
quidity problems and, in some cases, making it diffi-
cult or impossible to fund retirement benefits. Under 
the Coronavirus Aid, Relief, and Economic Security 
(CARES) Act, private sector DB plans are allowed to 
defer contributions for 2020. Some DC plans have 
stopped or cut matching contributions, and some have 
reduced employees’ pay, which may also reduce retire-
ment savings. 

• Retirement assets in both DB and DC plans have de-
clined. The longer term effect will depend on the per-
formance of the markets going forward and the invest-
ment strategies of the plans.

• Individuals who lose their jobs may find it difficult or 
impossible to continue saving for retirement, and some 
may want to use their retirement savings early to help 
meet immediate needs and challenges. Some will also 
face challenges because of pay cuts or because they are 
helping family members who lost jobs.

• Low returns on bonds create challenges for investors 
seeking safe investments. And fluctuations in equity re-
turns are creating other planning and security challenges. 
Both of these also impact the funded status of DB plans, 
since low bond rates increase plan liability measurements 
and reduced equity values decrease plan assets.

• Many people are financially fragile, and the majority of 
people in the U.S. lack adequate emergency funds. 
Some of them have retirement savings, and some do 
not. Short-term needs, particularly in the event of un-
employment, can lead to early spending of retirement 
savings. COVID-19 has focused retirement system 
managers on the link between emergency funds and 
retirement security and their importance. 

• Social Security and Medicare will face lower revenues 
this year, and the economic downturn will probably 
accelerate the point at which Social Security will be 
forced to increase taxes and/or reduce benefits.

Under the current retirement system, larger employers 
generally offer retirement benefits, but many smaller orga-
nizations do not. Many Americans are responsible for sav-
ing for an adequate retirement on their own. All of these is-
sues will make it much more difficult both for employers to 
help and for individuals to accumulate adequate retirement 
assets. The impact on retirees varies by individual. 

Impact of COVID-19 on Retirees 
The economic changes linked to COVID-19 will affect the 

retirement savings of many retirees and people nearing re-
tirement. Retirees with DB plans are less likely to have their 
pensions affected by these changes. COVID-19 has changed 
the lives of most people in the United States, and there are 
some very important issues for retirees and near-retirees to 
consider. SOA has issued a series of reports on these top-
ics. See the reference list for the individual reports. These are 
among the significant issues revealed in the reports.

• Individuals who reach retirement age with less savings 
than they planned may try to delay retirement, and 
this will work out for some but not others. More retir-
ees may try to work and/or phase into retirement.

• Some individuals will retire earlier than planned be-
cause of health concerns and a desire to avoid being 
exposed to the virus, or because of job-related issues or 
job loss.

• Many people who are already retired will face less eco-
nomic impact from COVID-19 than those still in the 
workforce. Social Security is the largest share of in-
come for many retirees. Retirees who do not need to 
sell assets to pay regular living expenses often are not 
affected much by short-term market fluctuations. 

• Social engagement is very important for retirees. The 
Sightlines research7 has identified it as one of three do-
mains that are important for successful aging. COVID-19 
has disrupted most traditional forms of social engage-
ment, and it is likely that there will be continued disrup-
tion until most people have been vaccinated. Technology-
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based social engagement, such as Zoom calls and social 
media groups, are a partial substitute for in-person en-
counters. 

• COVID-19 has limited and, in some cases, cut off ac-
cess to family for retirees. Seeing family is very impor-
tant to many retirees, and family is often the first and 
most important source of help for those who need as-
sistance with a variety of chores or other activities. 
COVID-19 creates challenges for both retirees and 
their family members—most often adult children—
complicating their ability to provide support to aging 
family members. 

• Many retirees are in the high-risk groups for CO-
VID-19. This created additional challenges for retirees 
living in multigenerational households. This was par-
ticularly difficult for any essential workers in the 
household. Nevertheless, it is likely that more retirees 
may want to live in multigenerational households in 
the future; however, they may try to find living space 
where the generations have access to separate as well as 
shared space.

• Retirees needing regular support and wanting to live 
in a community with activities and social engagement 
opportunities can choose from among several types 
of senior housing options that include support. Such 
residences include independent living, assisted living 
and nursing homes, and communities offering mul-
tiple levels of support. These communities usually 
include communal dining. There have been many 
deaths in such communities, where COVID-19 
spreads rapidly.8 Many were locked down for several 
months and did not allow any visitors. In some, resi-
dents were not allowed to leave their rooms. Consid-
ering COVID-19 experiences, it seems likely that 
more retirees will choose support alternatives in the 
future and that the structure of the communities may 
evolve over time. 

• COVID-19 disrupted the usual access to health care 
and support services for many retirees. As states re-
opened, there was less disruption, but retirees may re-
main reluctant to visit medical offices because of infec-
tion risk, and some medical offices may still not be 

seeing patients. Telemedicine is rapidly growing in 
popularity and may remain as part of the landscape. 
Many older individuals have had family members take 
them to the doctor. This may have been disrupted. In-
dividuals with chronic conditions who normally see 
health care providers fairly often may be working out 
new arrangements. Where support services mean that 
someone is visiting the home of the retiree, the retiree 
and support service need to decide whether they wish 
to continue the service prior to the availability of a vac-
cine. 

• Active retirees may have planned for substantial travel, 
volunteering at local nonprofits, sports, going to the 
theatre, etc. Many of these activities stopped for sev-
eral months, and some are likely to be shut down for a 
long while. Retirees will need to decide which they 
wish to resume and when. 

Types of Retirement Risks Faced by Employees and 
Retirees

Employees and retirees face a wide range of retirement 
risks. Employers will address some of these risks financially 
in their benefit plans. Others may be addressed through edu-
cation, counseling and support services provided as part of 
financial wellness programs. The SOA publication Managing 
Post-Retirement Risks: Strategies for a Secure Retirement9 and 
SOA Decision Briefs10 linked to specific issues are suitable for 
distribution to employees.11

The new SOA guide on managing postretirement risks 
classifies the risks into three groups: economic risks, person-
al planning considerations and unexpected (or unpredict-
able) events. The economic risks include inflation, interest 
rate risk, financial market risk and business continuity. Table 
I provides an overview of the economic risks with sugges-
tions as to how individuals can manage them. These sugges-
tions should be helpful input for financial wellness programs.

Personal planning considerations include longevity risk, 
(the possibility of living longer than expected), risks related 
to postretirement employment, changes in housing needs 
and changes in marital or partnership status. These risks 
are a reminder that it is very important for couples to have 
a plan that works for them as a couple as well as for the in-
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Economic Risks

Risk What It Means and COVID-19 Issues How to Manage—Individual Perspective

Inflation
Retirees, especially those living on a fixed 
income, need to be concerned about 
increasing costs in retirement.

Retirees need to plan for inflation and optimize 
income sources that include costofliving 
adjustments (e.g., Social Security). 

Interest Rates

Interest rates determine payouts on savings 
accounts, CDs and bonds and also affect the 
price of annuities and bonds and the cost of 
mortgages and debt.

COVID-19 Issues: Interest rates have been 
very low, and part of the response to COVID19 
seems to be keeping them at a low level.

In addition to affecting the return that 
retirees can earn on their money, low 
interest rates raise the liabilities for defined 
benefit (DB) plans while reducing the 
expected return on assets. That increases 
the amount needed to fund benefits.

Select investments that meet needs for fixed 
returns and have a time horizon that fits personal 
needs. Avoid debt with high interest rates.

There is a lot of uncertainty about future interest 
rates. They are heavily influenced by public policy.

Financial Markets

Stock and bond prices vary depending on how 
well a specific company, the economy and the 
industry are doing. Note that there have been 
four major periods of decline and fluctuation 
in equity markets in the last 40 years.

COVID-19 Issues: There were major 
declines in equity markets in March 2020, 
followed by partial recovery and fluctuating 
market conditions. Equity markets are highly 
uncertain and volatile.

This affects the assets held in both DB and 
defined contribution (DC) plans. Reduced DB 
assets can increase the contributions 
needed to fund benefits.

It is important to use a diversified investment 
strategy, taking advantage of stocks and bonds 
as part of the portfolio, but do not invest too 
much in any one stock or bond. Financial products 
and DC plans provide access to pooled 
investments that include a variety of mixes.

Business Continuity

Risk of insolvency, bad business conditions 
and/or bankruptcy can lead to loss of some 
pension and annuity benefits.

COVID-19 Issues: Some organizations may 
go into bankruptcy, and some bankruptcies 
had been announced as early as midyear 
2020.

Consider benefit guarantees and be aware of 
what is secure and what is not. Remember that 
businesses such as insurance companies and 
retirement communities can go bankrupt. 
Arrangements with insurance companies, banks 
and mutual funds may be subject to specific 
guarantees. Remember that investing in the stock 
of the company that an individual works for 
creates a double business risk.
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Risks and Personal Planning Considerations

Risk What It Means and COVID-19 Issues How to Manage

Longevity

Longevity means living a long life, and it 
increases the chance of running out of adequate 
resources. Retirement planning requires having 
assets and a flow of income to last through 
retirement. 

The first challenge is that many people do not 
plan for the long term and, if they do, they may 
underestimate longevity.

COVID-19 Issues: It is too early to know 
whether COVID19 will have any lasting effect on 
longevity risk.*

Couples need to focus on the longevity of the second to die. 
Social Security claiming decisions and retirement age decisions 
are a first step in focusing on longevity risk. Managing assets 
after retirement is also critical. Converting retirement savings 
into guaranteed monthly income—called annuitizing—can 
address longevity. The complexity comes in the details, such as 
how much, when, at what cost and what type of annuity best 
fits your needs. Systematic withdrawals, often adjusted to 
reflect remaining life expectancy, provide a varying stream of 
income. DB plans address this risk. To help manage longevity 
risk, some DC plans offer options for postretirement, and there 
are a variety of financial products available. 

Postretirement  
Employment

Increasingly, full or parttime employment is 
desired as part of retirement because of personal 
preferences and/or financial needs.

This can be particularly important when people 
are pushed into retirement earlier than they 
wanted to be.

COVID-19 Issues: More employees may find 
postretirement employment important because of 
job problems before expected retirement age, 
earlier than expected retirement and asset 
losses. However, it may be more difficult to 
achieve postretirement employment. 

Being realistic and flexible is part of what can make this work. 
Job availability may be limited, and the individual should plan to 
keep or acquire the skills required for ongoing employment. 

COVID19 changes led to many more people working from home. 
This may make some types of postretirement employment easier 
to achieve.

Changes  
in Housing  
and Support 
Needs

Housing needs may change in the future when 
functional status changes and caregiving help is 
needed. 

Housing is also the largest item of retiree 
expense, and there are wide variations in cost by 
location, type of housing and support services 
provided, if any.

COVID-19 Issues: Many people may decide that 
senior communities that include assistance and 
communal meals are less appealing after 
COVID19, and there may be more 
multigenerational households. 

Housing decisions are important to happiness and determine 
access to family support, social opportunities, health care and 
daily living care. Support can be provided by family or by paid 
help in one’s own home, and it can be integrated with housing. 
For instance, when major help is needed, the housing decisions 
can lead to added expenses and difficulty for the family, 
especially if they do not live nearby. Longterm care insurance can 
help to finance support for people needing major help. COVID19 
raises new considerations in the choice of housing options. 

Death of  
a Spouse  
or Partner

The death a spouse or partner can cause drastic 
changes in retirement plans. Roles in handling 
finances may also change. Lifestyle needs (housing, 
companionship and care) will also be altered.

Society of Actuaries research indicates that a wide range of 
situations exist for the survivor. Many survivors are worse off 
financially due to reduced income and loss of assets spent to 
care for the deceased. Employee benefits help in addressing 
this risk. Life insurance and structuring of payment options for 
benefits are important elements in risk management. Longterm 
care insurance can also help protect the assets of the survivor 
when the individual who is deceased had a long period of 
illness. A support system is also important for the survivor.

Divorce or 
Separation From 
Spouse or Partner

Divorce or separation after retirement has financial 
and emotional consequences for retirees. Lifestyle 
needs (housing, companionship and care) will also 
be altered.

Divorce after retirement splits financial resources, including 
retirement accumulations; this can be a dramatic shock. Many 
retirees have difficulty fully recovering from a divorce.

*There was a discussion of the impact of COVID-19 mortality of defined benefit costs in a webinar sponsored by EBRI, The New Landscape: COVID’s Impact on 
Defined Benefits. The conclusion was that additional COVID-19 mortality is not likely to have a material impact on plan costs. A 100% increase in one year’s 
mortality would reduce plan liabilities by about 1%. A change in the rate of return assumption of one-tenth of 1% has roughly the same impact.
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Unexpected and Unpredictable Events 

Risk What It Means and COVID-19 Issues How to Manage

Public Policy 
Changes

Changes in taxation, public benefits and rules 
governing private benefits can improve or worsen 
the situation of retirees. 

COVID-19 Issues: Federal programs to help the 
economy during COVID19 were very costly and 
may lead to an interest in reducing other 
spending. COVID19 resulted in declines in tax 
revenue and increases in expenditures in some 
states and local areas, with the possibility that 
public benefits such as Medicaid may be cut. 
Social Security and Medicare needed more 
funding before COVID19, and that will be more 
difficult to provide after COVID19. There is a lot 
of uncertainty around government programs.

Maintain a cushion and lock in some steady income. Public 
policy risk is not personally manageable or predictable. 
However, investing outside of the home country is a way to 
protect against some forms of public policy risk. For example, 
many Latin Americans buy housing in Florida, and Chinese 
citizens have bought housing in Canada as a way to protect 
against public policy risk.

Significant 
Health Care 
Needs

Some people need large amounts of health care in 
retirement and may not have planned adequately 
for it.

Some people need ongoing support with a variety 
of tasks.

COVID-19 Issues: COVID19 made it clear that 
there is a lot of inequality in health care; there are 
many people who are uninsured, and there are 
others with high deductibles. It also made clear how 
important it is for all of society that everyone who 
was affected could get care. During the worst parts 
of the pandemic, elective surgery and routine 
medical care was often not available, and some 
visits were handled with telehealth. People needing 
care might not have been able to get it where they 
normally would. After doctors’ offices reopened, 
many people are still reluctant to visit these offices 
to seek care.

Take care of yourself to improve health and reduce the risk. 
Choose health insurance approaches wisely. Note that Medicare
eligible individuals have annual decisions to make and that there 
are major differences between options, and these differences can 
change year by year. Options are based on the local market. 
Options and decisions are different for people who have access 
to employersponsored coverage. 

COVID19 created challenges in getting both care for COVID19 
and other care during the pandemic. It likely increased the 
challenges of getting care within networks in some cases. When 
plans with networks are chosen, it is advisable to be careful and 
think through the issues related to the network and its 
availability.

Unforeseen 
Needs of Family 
Members

Family members, often adult children, need help; 
retirees may step up to help them.

COVID-19 Issues: COVID19 has created many 
challenges for family members including those 
caring for older family members. Family members 
have been unable to visit people in nursing 
homes or other senior residence facilities, even if 
they are helping them or serve as advocates for 
them. It has been stressful for all concerned.

This is often an overlooked area of planning. If individuals plan to 
help family members, then they can include such expenses in 
retirement planning and determine whether they can afford to 
help them. A shortterm planning horizon may leave retirees 
vulnerable to making mistakes and using too much of their assets 
to help family members. 

In the future, more people may choose to live in multigenerational 
households.

Bad Advice, 
Fraud or Theft

Fraudsters are everywhere, and seniors can be 
especially vulnerable. The perpetrators of fraud can 
be strangers or people we know. 

Individuals who have experienced cognitive decline 
are more vulnerable. 

COVID-19 Issues: New frauds have been identified 
linked to COVID19 issues and special payments.

Care is needed when households ask for advice and hire help who 
will be in the home. In some cases, family members, trusted 
advisors or even courtappointed guardians can be sources of 
exploitation. Some help is bonded and some is not. Sources of help 
should be vetted. Use bonded caregivers. If a family member takes 
over daytoday money management, encourage the use of some 
checks and balances so that information is shared. Care should be 
taken to designate a strategy for health care and financial decisions 
after one is no longer able to perform those functions. Financial 
wellness programs may include education on this topic.
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dividual when they are no longer a couple. Table II provides 
an overview of these risks.

Unexpected (or unpredictable) events include public pol-
icy changes, such as changes in taxes and government bene-
fits; significant health care needs; unforeseen needs of family 
members; and bad advice, fraud or theft. Table III provides 
an overview of these risks.

Employer Responses to COVID-19
Employers' immediate responses to COVID-19 were 

strongly influenced by the shutdown, the economy, having 
workers work from home where feasible and keeping em-
ployees safe. There were winners and losers: Some businesses 
experienced large increases in demand while others were 
shut down or faced huge drops in demand.

Some of the lessons that employers and people with re-
sponsible positions have learned include:

• What it is like to experience a major longer term emer-
gency

• When it is really necessary, organizations can respond 
to challenges quickly.

• How important financial wellness and employee ben-
efits programs can be and how they can support re-
sponse in any emergency

• Many jobs can be done from home; with some effort to 
set up a suitable workspace and compatible technol-
ogy, this works well for some jobs. This has led to 
questions about whether these jobs should change per-
manently. 

• Technology is available to facilitate working from 
home, although care needs to be taken to make sure 
that appropriate security is in place.

• There are different ways to communicate within orga-
nizations, and some of the new technological ways 
work well.

• When people with children are working from home 
with their children also home, it is a serious balancing 
act to make everything work, especially if they are also 
managing remote schooling.

• People can fit into different roles and perform tasks 
outside of their traditional roles.

• Many people are resilient.

• There are unexpected forms of leadership that work 
well in the new environment.

As a society, we also have learned that some people are 
not covered by the basic governmental safety nets, and they 
are vulnerable. For example, the uninsured may easily be in 
situations where they are infected with COVID-19, and if 
they are not treated and isolated, it increases the chances that 
the rest of the population will get sick.12 We learned that it is 
in everyone’s interest to have the entire population covered 
by a basic safety net, especially during a global pandemic. 

It is expected that business innovation and the longer 
term learnings from COVID-19 workplace changes may 
lead to some restructuring of jobs and the workplace. Em-
ployers have been responding to short-term and immediate 
benefit plan issues, but they have generally not yet decided 
what benefit strategies and changes will serve them well for 
the long term. My expectation is that companies will see how 
their business is going, and they will restructure business op-
erations and jobs. Changes in compensation and benefits will 
follow to fit the new reality. Over time, organizations will see 
how new business strategies work out in the ever-changing 
environment.

Immediate challenges kept benefit management busy 
early in the pandemic. The International Foundation of Em-
ployee Benefit plans surveyed employers and plan sponsors 
in April 2020 to learn how they had responded to COVID-19 
in their benefit plans.13 

Following are some highlights from the results.
• Thirty-eight percent of the respondents’ organizations 

offered DB plans. Of those organizations, 7% have re-
viewed actuarial assumptions and plan designs, and 
29% are considering doing so. Seven percent have up-
dated investment strategies, and 26% are considering 
doing so.

• The CARES Act14 included provisions to allow earlier 
withdrawal of plan funds in DC plans. Eighty-seven 
percent of the respondents’ organizations offered DC 
plans; 60% of those with DC plans added the special 
early distributions to their plans and 17% are consid-
ering doing so. Forty-five percent temporarily in-
creased plan loan provisions, and 16% are consider-
ing doing so. 
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• More than nine in ten (91%) of 
the DC plans allowed hardship 
withdrawals, and they reported 
some increase in hardship with-
drawals. Seventeen percent said 
the number of participants tak-
ing hardship withdrawals had in-
creased, 1% said the number had 
decreased and 42% saw no 
change. The balance said it was 
too early to tell.

• The participants provided infor-
mation about the issues where 
participants were asking more 
questions: 17% reported that par-
ticipants asked more questions 
about DC plan hardship with-
drawals, 16% said they asked 
more questions about plan loans, 
12% said they asked more ques-
tions about early retirement op-
tions and 7% reported that par-
ticipants asked more questions 
about DC plan contributions.

The SOA report on DB plans15 pro-
vided separate discussions about cor-
porate plans, multiemployer plans and 
public employee plans. The economic 
environment creates strains on the 
funding system, and funding relief for 
2020 has been provided in both the U.S. 
and Canada. There is concern that the 
current U.S. funding requirements are 
very stringent, and it is hoped that they 
will be loosened. The extent of the im-
pact of the market fluctuations on a plan 
depends in part on its investment strat-
egy. DB plans with a liability-driven in-
vestment strategy are likely to be less af-
fected. Some plans will probably revisit 
their investment strategies. It is too early 
to know what industries and companies 

will have major issues related to liquidity 
and pension contributions that are not 
offset by the government relief efforts. 
Some companies will likely rethink the 
structure of their benefits but not until 
they know what their business will look 
like. 

The impact may be greatest for se-
verely underfunded multiemployer 
plans. Those plans covering people in 
areas of heavy unemployment will have 
major drops in revenue without compa-
rable declines in obligations. The impact 
of the pandemic may be to push some of 
the plans into bankruptcy earlier. 

Presenters in an Employee Ben-
efit Research Institute (EBRI) webinar16 
mentioned a number of plan changes 
being considered by sponsors of DB 
plans, including early retirement win-
dows, in-service distributions from 
plans, temporary reductions to benefit 
accruals, phased retirement programs 
and moves away from DB plans to shift 
more risk to employees. 

In a Conference Board webinar,17 
presenters focused on three phases in 
the response: react and respond, recov-
er and reshape. Layoffs and workforce 
reductions are a component of business 
response to COVID-19. Accompany-
ing benefit plan themes in the recovery 
phase include voluntary retirement in-
centives; flexible working hours, partic-
ularly for people with young children; 
and elimination of nonessential perks 
and benefits. Compensation themes 
include salary reductions, reductions 
in salary increase levels, lump-sum 
payments in lieu of salary increases, 
and revision of incentive goals. The big 
theme for the long term is reshape, and 

many companies are looking at reshap-
ing their work arrangements as well 
as reducing their workforces. Themes 
under consideration include more flex-
ibility for remote workers and in work 
arrangements. The presenters observed 
that employees in many companies are 
more concerned about their benefits 
since COVID-19, and employees will 
likely pay more attention to benefit 
plan details, particularly in health, life 
and disability benefits. 

A Range of Risk-Sharing Models
Traditional DB plans place the vast 

majority of the financial and longev-
ity risk on the plan sponsor, and tra-
ditional DC plans place these risks on 
the participant. Actuaries and other 
pension experts have been explor-
ing alternative models for risk sharing 
that share risk differently between plan 
sponsor and participants. For example, 
a DB plan can be modified so that ad-
verse economic conditions affect both 
the plan sponsor and participant, but 
with more risk pooling than in DC 
plans. Pooled DC plans are being used 
in the public sector in Canada, and they 
call for the use of a single investment 
fund and pooling of investment risk. 
The SOA Retirement 20/20 program 
explored a variety of such designs from 
a theoretical point of view. Defined am-
bition plans offer discussion of a range 
of designs. Plans with new risk sharing 
have been used in the public sector in 
the U.S., Canada and Europe.

One of the open questions as we 
think about retirement plans after CO-
VID-19 is whether they will include 
more use of new forms of risk sharing. 
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COVID-19 seems to have increased awareness of all sorts of 
employee risk, and it also seems to be focusing on reinvent-
ing the workplace. It is an open question as to how much 
those people developing strategies for the new environment 
will seek new risk sharing designs.

The Retirement System, Role of the Employer, the 
SECURE Act and People Without Plans

There are differences of opinion about whether employers 
should be a primary source of financial security programs—
including retirement benefits—and whether employee ben-
efits should be an important part of employee compensation. 
In the U.S., large employers have traditionally provided exten-
sive benefit programs to full-time employees and lesser or no 
benefits to part-timers. Small employers were much less likely 
to provide benefits. 

One of the major challenges to the U.S. retirement system 
overall is that about half of the adult population is not covered 
by a retirement plan linked to a job. And many do not have a 
stable job. Several alternatives have been enacted or proposed 
to expand coverage or retirement security to people without 
employer plans:

• Improve Social Security benefits. One specific area 
is to increase minimum benefits. Projected Social 
Security system income at present does not cover 
the cost of future benefits, and COVID-19 will make 
this imbalance worse. Starting from this position 
makes it more difficult to discuss improvements. 
The political climate after the 2020 election will de-
termine whether such proposals get serious consid-
eration.

• Increase the likelihood that small employers will offer 
retirement plans. Small employers are much less 
likely to offer retirement plans than larger employers. 
COVID-19 will likely push some out of business and 
cause others to struggle. Some innovators will flour-
ish. COVID-19 has taken the spotlight off the Setting 
Every Community Up for Retirement Enhancement 
(SECURE) Act of 2019, which allows for multiple 
employer DC plans without the employers having a 
relationship. An important rationale for this legisla-
tion is that it offers an easy and economical way for 

small employers to offer retirement benefits. It is not 
known how many additional employers will offer 
such benefits. 

• Set up state retirement savings plans for individuals 
who do not have an employer-provided retirement 
plan. Some states have set up or are in the process of 
setting up such plans, which cover the employees of 
small employers and require the employers to deduct 
the contributions from payroll. 

• Mandate that all (or nearly all) employers provide re-
tirement benefits to employees. 

• Set up a retirement system that is not linked to jobs 
and employment. This would mean replacing the 
existing system, which would be a very radical solu-
tion. In such a system, employers would likely be 
required to make payroll deductions linked to the 
system.

COVID-19 did not create the coverage issues in the retire-
ment system, but it may make it more important to discuss 
them as we think about the retirement system of the future. 
COVID-19 has created widespread awareness of gaps in 
coverage and the importance of financial security systems. 
Changes in the overall system structure could affect all or al-
most all employers. 

Looking to the Future
As we think about the future of the retirement system, we 

should think about the overall system structure, employer/
plan sponsor issues and individual issues. There will likely be 
reshaping of companies and their workforces, compensation 
programs will respond to the reshaping of the workforce, and 
benefits will ultimately be adjusted and likely redesigned. As 
people have lived through COVID-19, they have learned to 
make do with different solutions, and the experience has 
opened them up to other ideas. Disruptions often lead to 
winners and losers. This raises many questions for retire-
ment security and life. 

Views vary on system structure and what role the em-
ployer will play. Some alternatives to the existing system are 
mentioned above. It is possible that the aftermath of COV-
ID-19 will accelerate the interest in discussion of coverage 
and alternatives to the present system. The 2020 election 
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outcome will influence which alternatives will get a serious 
hearing and consideration in Congress. The changes made to 
the workplace may influence which directions make sense to 
different parties. Employers should be prepared to partici-
pate in these discussions both individually and through their 
associations.

COVID-19 will very likely have long-lasting ramifications 
for employee benefit plans, including financial wellness pro-
grams, DB and DC plans. 

It is too early to predict with certainty the changes that 
will likely follow. Open questions include the following.

Employer-Related Questions
• Will the current situation encourage rethinking how re-

tirement risk should be shared and managed in society? 
• Will the role of the employer in providing retirement 

security change? 
• Will organizations that transformed their business also 

transform their benefits?
• Will DC plans become multipurpose lifetime savings 

plans? Will sponsors be willing to add annuity options 
as a result of the SECURE Act?

• How will employers support the use of emergency 
funds, and will they have additional options to use for 
such support? Will they be integrated or separate from 
DC plans?

• Will financial wellness programs encourage more 
active financial and retirement planning? 

• Will the asset exposure and increased early usage of 
DC plan assets during the pandemic cause renewed 
interest in DB or DB-like plans that provide pooling 
for longevity and investment risk? 

• As fewer employees are covered by well-funded DB 
plans, how will Americans have a secure retirement? 

• Will the trend away from traditional DB plans in the 
private sector be accelerated? 

• Will the heavy reliance on DC plans cause a large 
number of employees to defer retirement, fearing that 
they need to recover their losses and build a larger 
cushion to protect against the next crisis? What will 
this mean for employer workforce management and 
the role of the retirement plan in that management? 

• Will the increase in the acceptance of working from 
home make phased retirement and project work by re-
tirees more commonplace?

• Will more employers focus on protecting retirement 
security in the event of disability? (While most DB 
plans offer some protection, most DC plans do not.)

• Will multiple employer plans as authorized by the 
SECURE Act grow, and will this encourage more 
small employers to provide retirement coverage to 
employees?

Questions About Related Policy Matters
• Will Social Security and/or Medicare benefits or taxes 

be modified?
• Will single employer DB funding reform be enacted, 

lowering required contributions to a more sustain-
able and stable level? 

• Will multiemployer legislation be passed, granting 
relief to plans and strengthening the multiemployer 
Pension Benefit Guaranty Corporation (PBGC) pro-
gram? 

• Will state and local governments be able to improve 
the funded level of their programs with the reduction 
in tax revenue? 

• Will pension reform encourage more options for risk 
sharing and will risk-sharing arrangements gain more 
favor in the U.S.? 

• Will a potential further decline in the number of DB 
plans as a result of COVID-19 propel a public push for 
expanded Social Security benefits? 

• Will disability benefits be provided for individuals 
whose health was injured by COVID-19?

Predictions
Following are my personal predictions for retirement life 

and security during and after the pandemic.
• Many retirees will be diligent about social distancing, 

and some are likely to remain very isolated until a vac-
cine is widely distributed or there are effective treat-
ments.

• There will be some buyouts and early retirement win-
dows.
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• Job options will evolve, and some of them will create 
opportunities for retirees who want to work on a par-
tial basis. 

• All benefits, including retirement benefits, will grow in 
importance as part of the employment package.

• Employers will revisit their benefit strategies.
• There will be increased recognition of the importance 

of emergency funds, and more employers will offer 
support for emergency funds.

• Some people will want to work longer before retiring.
• There will be more multigenerational households.
• There will be innovation and some restructuring of re-

tirement communities. New living options and hous-
ing options will emerge.

• There will be major discussions about how to offer re-
tirement security to people who do not have employer 
plans. Finding solutions will be difficult due to major 
differences of opinion.

• Major employers will be more open to considering al-
ternatives to traditional DB and DC plans and finding 
a different form of risk sharing. 

• The public will place more value on risk sharing. 
• There may also be more openness to considering alterna-

tives to the existing employer-based retirement system.

Conclusion
COVID-19 has taught us to live with important short-term 

changes in our lives, and it has also created a lot of uncertainty 
about the longer term. Within the business community, there 
will be winners and losers. Some organizations will transform 
themselves. To date, there has not been much reconsideration 
of retirement strategy and policy, but such reconsideration will 
likely take place after the situation stabilizes and the workplace 
reaches a new normal. 
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