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 INDIVIDUAL RETIREMENT ACCOUNTS

Government Actions Could Encourage More 
Employers to Offer IRAs to Employees 

Highlights of GAO-08-590, a report to the 
Committee on Ways and Means, House of 
Representatives 

Individual retirement accounts, or IRAs, hold more assets than any other type 
of retirement vehicle.  In 2004, IRAs held about $3.5 trillion in assets 
compared to $2.6 trillion in defined contribution (DC) plans, including 401(k) 
plans, and $1.9 trillion in defined benefit (DB), or pension plans.  Similar 
percentages of households own IRAs and participate in 401(k) plans, and IRA 
ownership is associated with higher educational and income levels.  Congress 
created IRAs to provide a way for individuals without employer plans to save 
for retirement, and to give retiring workers or those changing jobs a way to 
preserve retirement assets by rolling over, or transferring, plan balances into 
IRAs.  Rollovers into IRAs significantly outpace IRA contributions and 
account for most assets flowing into IRAs.  Given the total assets held in IRAs, 
they may appear to be comparable to 401(k) plans.  However, 401(k) plans are 
employer-sponsored while most households with IRAs own traditional IRAs 
established outside the workplace.  
 
Several barriers may discourage employers from establishing employer-
sponsored IRAs and offering payroll-deduction IRAs to their employees. 
Although employer-sponsored IRAs were designed with fewer reporting 
requirements to encourage participation by small employers and payroll-
deduction IRAs have none, millions of employees of small firms lack access to 
a workplace retirement plan. Retirement and savings experts and others told 
GAO that barriers discouraging employers from offering these IRAs include 
costs that small businesses may incur for managing IRA plans, a lack of 
flexibility for employers seeking to promote payroll-deduction IRAs to their 
employees, and certain contribution requirements of some IRAs. Information 
is lacking, however, on what the actual costs to employers may be for 
providing payroll-deduction IRAs and questions remain on the effect that 
expanded access to these IRAs may have on employees.  Experts noted that 
several proposals exist to encourage employers to offer and employees to 
participate in employer-sponsored and payroll-deduction IRAs, however 
limited government actions have been taken.    
 
The Internal Revenue Service and Labor share oversight for all types of IRAs, 
but gaps exist within Labor’s area of responsibility.  IRS is responsible for tax 
rules on establishing and maintaining IRAs, while Labor is responsible for 
oversight of fiduciary standards for employer-sponsored IRAs and provides 
certain guidance on payroll-deduction IRAs, although Labor does not have 
jurisdiction. Oversight ensures the interests of the employee participants are 
protected, that their retirement savings are properly handled, and any 
applicable guidance and laws are being followed. Because there are very 
limited reporting requirements for employer-sponsored IRAs and none for 
payroll-deduction IRAs, Labor does not have processes in place to identify all 
employers offering IRAs, numbers of employees participating, and employers 
not in compliance with the law.  Obtaining information about employer-
sponsored and payroll-deduction IRAs is also important to determine whether 
these vehicles help workers without DC or DB plans build retirement savings.  
Although IRS collects and publishes some data on IRAs, IRS has not 
consistently produced reports on IRAs nor shared such information with other 
agencies, such as Labor.  Labor’s Bureau of Labor Statistics National 
Compensation Survey surveys employer-sponsored benefit plans but collects 
limited information on employer-sponsored IRAs and no information on 
payroll-deduction IRAs.  Since IRS is the only agency that has data on all IRA 
participants, consistent reporting of these data could give Labor and others 
valuable information on IRAs.    

Congress created individual 
retirement accounts (IRAs) with two 
goals: (1) to provide a retirement 
savings vehicle for workers without 
employer-sponsored retirement plans, 
and (2) to preserve individuals’ 
savings in employer-sponsored 
retirement plans. However, questions 
remain about IRAs’ effectiveness in 
facilitating new, or additional, 
retirement savings.  GAO was asked 
to report on (1) how IRA assets 
compare to assets in other retirement 
plans, (2) what barriers may 
discourage small employers from 
offering IRAs to employees, and (3) 
the adequacy of the Internal Revenue 
Service’s (IRS) and the Department of 
Labor’s (Labor) oversight of and 
information on IRAs. GAO reviewed 
reports from government and 
financial industry sources and 
interviewed experts and federal 
agency officials. 

What GAO Recommends  

GAO believes Congress should 
consider whether payroll-deduction 
IRAs should have some direct 
oversight in response to Labor’s 
comments that it does not have 
jurisdiction over these IRAs.  GAO 
also recommends Labor examine 
ways to encourage employer 
sponsorship of IRAs, and evaluate 
ways to determine whether 
employers offering IRAs are in 
compliance with the law, and ways to 
collect additional information on 
IRAs. GAO recommends IRS 
routinely publish and give Labor data 
on IRAs. Neither IRS nor Labor 
agreed or disagreed with the 
recommendations. 
To view the full product, including the scope 
and methodology, click on GAO-08-590. 
For more information, contact Barbara 
Bovbjerg at (202) 512-7215 or 
bovbjergb@gao.gov. 

http://www.gao.gov/cgi-bin/getrpt?GAO-08-590
http://www.gao.gov/cgi-bin/getrpt?GAO-08-590
mailto:bovbjergb@gao.gov


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (None)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




