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Personal Retirement Accounts as Additional Money Resource for

University Employees after the Retirement Age: USA Experience

Pre-crisis phenomena in the Russian economy caused by internal and external forces have a negative effect on pensioners’ position. University of employees continues to work after the retirement age to provide resources for a decent level of their life. This slows down the process of young people being employed by the higher educational institutions. The article considers USA experience in creating additional financial resources for university employees during their retirement age, motivating them to set up their personal retirement accounts. Having analyzed this experience the authors came to the conclusion that participation in personal retirement plans is effective in giving additional income during senior years. Though there are differences in mentality, ways of life of the US and RF population, implementation of such programs and plans by our universities could make our faculty mobile, create prerequisites for modernization of higher educational system and improve the quality of training and efficiency of the higher educational institutions.
Предкризисные явления в российской экономике, вызванные как внутренними, так и внешними факторами, оказывают негативное воздействие на положение пенсионеров. Вузовские работники продолжают работать после достижения пенсионного возраста, чтобы обеспечить достойный уровень жизни. Это замедляет омоложение профессорско-преподавательского состава вузов. В статье рассматривается опыт США по дополнительному негосударственному обеспечению вузовских работников в старости, их мотивации на открытие добровольных персональных пенсионных счетов. Проделанный авторами анализ позволил сделать вывод об эффективности участия в таких программах для формирования дополнительного источника дохода в преклонном возрасте. При всех различиях в менталитете, образе и стиле жизни населения РФ и США внедрение таких программ в практику российских вузов позволило бы обеспечить мобильность научно-педагогических кадров, создать предпосылки для модернизации системы высшего образования, повысить качество подготовки специалистов и эффективность работы высших учебных заведений.
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Due to current social-economic situation in the Russian Federation (increase of Housing and Communal Services tariffs, inflation, growth of consumer basket cost) less and less people retire when they become eligible for retirement. Pension allowance today is not enough for a decent level of life of Russian citizens. A university employee receives his/her monthly allowance equal to 10 – 25 thousand rubles, the largest part of which is spent on utilities bills. It effects the age structure of university professional and teaching staff: the number of senior faculty is growing. The main reason of this situation is that university employees want to get income that can correspond to their growing expenses, besides additional money is contributed to their retirement account annually for the time they spent working after the retirement age. As the result, the majority of higher educational institutions in Russia have less young teachers and young people are not motivated to work at universities.

Universities of Europe and the USA faced the same problems. As early as in

1990, they were in active search of ways to provide mobility to professional and teaching staff and have a larger number of younger faculty. Roughly 50% of US universities encouraged retirement before reaching the retirement age paying one-time allowance equal  to the sum of their annual salary (approximately $ 40 – 80 thousand). For example the university of Chicago paid one-time allowance of two-year salary to those who retired before they turned 65, this sum is decreased by 20% each year if they continue to work after the age of 65 and becomes  equal to zero if they retire at the age of 70 [1]. 
Increase of longevity and, accordingly, of the number of seniors makes it more difficult for the government to fulfill its long-term obligations to provide a decent level of life for senior citizens. The state pensions system policy is aimed at transferring responsibility to university employees for their own well-being during their senior years. For this purpose a system of voluntary retirement plans is created, that allows contributions not to be subject to Federal or State taxes. Retirement contribution plans are to provide such financial stability and security of the older population that Social Security is not able to give. Introduction of Voluntary and Additional Retirement Accounts with the option of different contribution plans makes professional and teaching staff of the university less dependent on the Social Security provided by the state, besides it reduces tax rates and increases their income.
Universities of the USA offer various Retirement Plans, aimed at providing decent life to their senior employees. For example, besides participation in the required retirement plan the faculty and employees of Georgia Tech are offered two supplemental retirement saving plans. After the selection of the plan is made, you cannot change it. “This is a lifetime, irrevocable decision.”
One of the Retirement Plans offered at Georgia Tech is Teachers Retirement System of Georgia, which has a 10-year vesting period with a 6 percent employee contribution and the employer’s contribution is 13.5 percent. The second plan is Optional Retirement Plan. A salaried employee can enroll in it at any time. The employee’s contribution is 6% and the university contributes 9.4 percent. The university also offers Supplemental Retirement Savings Plans. Eligible employees can contribute up to $18000 pre-tax for 2015 and have the right to contribute additional $6000 at the age of 50 and over, and may enroll in it at any time [2]. 
In the USA there are universities whose employees do not participate in the Social Security System. For example, Federal Social Security does not cover University of Illinois eligible faculty and staff because the University does not contribute to the Social Security System. The employer doesn’t withhold Social Security taxes from their earnings. The only way to receive Social Security retirement benefits is if an employee has worked for other employers who have contributed to the Social Security System. 
Every employee at the University of Illinois must select any of the three offered retirement plans. The university requires a mandatory contribution to the retirement plan. The choice of three different plan options (Traditional Plan, Portable Plan, Self-Managed Plan) must be made within six months from the initial date of employment. This is a “lifetime” decision and it is irrevocable. If the decision is not made within six months of the date of hire, the Employer will automatically enroll the employee in the Traditional Benefit Plan.  Faculty participation in one of the offered retirement plans can begin on the first day of employment. Eight percent (8%) of the employee’s gross earnings is automatically withheld from his salary. The university contributes one percent (1%) of his salary to the retirement account. The contributions made to the retirement account are not subject to Federal or State of Illinois taxes [3]. 
Northwestern university offers various retirement plans to its faculty. Enrollment in these plans allows the employees to have retirement funds in addition to the money from Social Security. The aim of these plans is to provide participants with the opportunity to accumulate a source of income at the retirement age in addition to income from Social Security and personal savings. The most popular are two main retirement programs maintained by Northwestern university. According to the first plan, named “The Retirement Plan”, its participants and the university make contributions regularly to the account. The second plan is “the Voluntary Plan” which is funded solely by contributions made by employees, the university doesn’t make any contributions to this account. The assets off these accounts are invested in the Investment companies selected by Plan participants. The university offers a long list of investment companies for investments from retirement accounts. One or two funds can be chosen and the money can be allocated proportionally and the proportion is determined by the university.
The Retirement Plan participants can contribute from 1% to 5% of their basic salary and the university contributes the same sum to this Plan account. The participants are interested in paying the largest sum (5%) as in this case the university will contribute more to his account. Here is an example:

A teacher gets $ 50 000 as his annual earnings. If he contributes 1% of his annual salary ($50 000 x 1%), i.e., $ 500, the university also contributes $ 500 to his account. But if the contribution is 5% ($ 50 000 x 5%) which makes $ 2 500 then the university is to contribute $ 2 500. 

Thus if only 1% of the annual salary is contributed to the retirement account and not 5%, the sum contributed to this account by Northwestern university is $2000 less each year [4].
Participation in retirement plans decreases the sum of current income taxes, as the university makes contribution to the retirement account before federal and most state taxes are withheld. But it doesn’t decrease Social Security and Medicare taxes.
University of Chicago, as many other universities, provides the Supplementary Retirement Program (SRP) that can be enrolled in at any time. Participants must select an investment company for the investment of their SRP contributions. As SRP is a voluntary program, the sum to be contributed to its account is determined by its participant within the given limit. This sum is regularly deducted each pay period and is contributed to the SRP account. The university contributes nothing to the employee’s SRP account.
Unlike other retirement plans where the waiting period for enrollment is12 consecutive months of eligible service there is no waiting period for participation. It begins on the first day of employment. Participants of the Supplementary Retirement Program like those enrolled in other retirement plans make pre-tax contributions and taxes are deferred until complete withdrawal from the account, which can be done when a teacher leaves the university. 
Besides different retirement plans given above a number of American universities suggest their well-paid faculty contribute up to $10 000 per year to their personal retirement accounts. This sum is tax-free and taxes are paid only in case of withdrawal from the account at the retirement age. Along with the advantages, this plan has certain risks. The right to use money from this account is given only if a participant leaves the university or retires. Otherwise he is to pay taxes and in addition a 10% fine.
There exists a plan according to which participants who are married when retirement payments begin share them equally with a spouse. This plan provides continuing payments to a surviving spouse after the death of the participant. The sum paid must be at least 50% of the monthly payment made to a participant before death. Under federal law, this does not apply to same-sex spouses. If a participant designates someone other than his/her spouse as a beneficiary of 50 % payment notarized spousal consent is necessary. When a participant in a retirement plan dies, benefits are usually paid to the participant’s designated beneficiary in a form provided by the terms of the plan (lump-sum distribution or an annuity) [6].
The appearance in the USA a category of pensioners that have personal retirement accounts, shares or property, attracted the attention of business community. There appeared special service industries able to satisfy the needs of wealthy senior citizens. Special tours, cultural events are organized for them, their interests and physical abilities being taken into consideration. The main point is to create particular infrastructure for the seniors. The thing is that a lot of Americans having retired change not only their status but the way of life too. American way of life has its own peculiarities that should be taken into account: parents and their children live separately, there is no tradition to support grown up children financially and participate in family education of children. Even if parents and their children live in the same house, they might have different entrances, making “privacy” the main principle of their relations. The result is senior people feel lonely and not satisfied with their life.
Due to the factors mentioned above a great number of American pensioners leave their home and move to more convenient and comfortable places. For a long time US construction companies have been building housing complexes for senior people, where the living conditions correspond to needs and age peculiarities of the dwellers. Usually those housing complexes are on the closed territory with houses and flats of different prices, a swimming pool, a billiard room and consumer services. There might be an age limit for buying property there (i.e., to be sold to persons not younger than 55 or 60).
A lot of pensioners are members of different clubs. Sometimes surviving pensioners remarry. There exist different Internet sites for unmarried old people looking for a friend having the same interests or a fellow traveler or a life's companion. Dancing parties, dance pavilions and dance halls for those who are over 50 attract many seniors. They can be free of charge or paid for. For example, there is a square downtown in Seattle where they play live jazz, one may enjoy listening to it sitting on a bench or dancing. The elderly often come there and get acquainted, talk and dance.
It is typical of older generation to have a desire to study. A lot of US universities offer various courses for the elderly: needlework, drawing, photography, cookery, etc. There are also programs of History Study, Literature, Arts and other sciences, that attract many pensioners. Some are studying for Bachelor’s or higher degree and they succeed.
Is it possible to adopt the American experience in Russia? It is undoubtedly rather difficult to motivate young Russians to create the source of additional income for their retirement age taking into consideration cross-cultural differences in mentality, ways of life, salaries and social benefits. The RF government has been taking up main expenses on social support of our citizens (co-financing programs, maternity capital, social benefits for pensioners, handicapped people and families with many children). Slowing down in the economic growth rate, caused by internal as well as external problems, toughening of the sanctions from the West make the RF government look for adequate measures to transfer part of the state obligations to the society and its citizens. It is a worldwide tendency and Russia is not an exception here. It is obvious that voluntary contributions to personal retirement accounts and thus creating additional income for the retirement period are possible only if social-economic and particularly financial stability is achieved and the population have their income effectively protected.
American experience seems to be of importance for the Russian Far East from the point of view of preventing young promising researchers and faculty of the leading Far Eastern universities from migration. This could decrease negative consequences of growing university professional and teaching staff migration to the central and southern parts of the country with more favorable social economic and climatic conditions.
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