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Introduction

The market for annuity products is miniscule,
although annuities have significant benefits — they
ensure retirees higher levels of lifetime income,
reduce their likelihood of outliving their resources,
and alleviate some of the anxiety associated with
post-retirement investing. Explanations for the low
demand include the high cost of private annuities due
to adverse selection, a reluctance to hand over a pile
of accumulated assets for a stream of future income,
and a failure to understand the value of insurance
against outliving one’s resources.

To address some of these impediments, employ-
ers could increase the availability of lifetime income
by adopting a Social Security “bridge” strategy within
their 401(k) plans. The bridge option would use
401(k) assets to pay retirees an amount equivalent
to their Social Security benefits for several years so
they can postpone claiming, thereby increasing their
monthly payment when they eventually do claim.

This brief, which is based on a recent study, gauges
workers’ potential interest in a bridge option, us-
ing an online sample representative of the relevant
population, and experimentally tests whether framing
the bridge as insurance or making it a default affects
worker choices.

The discussion proceeds as follows. The first
section presents the background for the analysis.
The second section describes the sample and the
survey. The third section presents the results. The
final section concludes that a substantial minority of
respondents are interested in a bridge option despite
its unfamiliarity, with the share of assets allocated to
the bridge increasing with insurance framing and,
especially, default treatments. The results do suggest
that the default allocation to the bridge tested in the
study — up to half the participant’s assets — may be too
aggressive, and that the opt-out rate would be lower
under a default with a smaller share of assets devoted
to the bridge.

Background

The first cohorts almost entirely dependent on 401 (k)
plans are now entering retirement. Managing these
assets requires determining how to finance potentially
many years of retirement, while not unduly restricting
consumption. The one class of products that experts
consistently recommend for this purpose is annuities,
but only a small fraction of the population buys them.
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Purchasing annuity products, however, is not the
only way for 401 (k) participants to acquire addi-
tional annuity-like income, guaranteed for life. Most
individuals could annuitize more of their assets by
claiming Social Security later. Specifically, they can
increase their monthly benefit by at least 76 percent
by claiming at age 70 (the maximum claiming age)
rather than at 62 (the earliest eligibility age).

A Social Security bridge would help individuals
reap the benefits of delayed claiming without having
to alter their retirement age. Under the bridge pro-
posal, employers would distribute payments to retirees
from their 401 (k) equal to the Social Security benefits
they would get if they claimed. This stream of pay-
ments would continue as long as the funds set aside
for the bridge lasted, or until age 70. This simple ap-
proach would allow retirees to enjoy an income stream
consistent with their expected lifelong benefit level,
while increasing that level through delayed claiming.

To make this process as seamless as possible, the
proposal envisions making the bridge strategy the
default, with a percentage of a worker’s 401 (k) assets
automatically allocated to it.> A default is much more
likely to be maintained by plan participants than a
process requiring active choice.? Using their 401(k)
assets as a substitute for Social Security benefits when
they retire — as a bridge to delayed claiming — would
allow participants to, in essence, buy a higher Social
Security benefit (see Table 1).

TABLE 1. [LLUSTRATION OF MONTHLY INCOME AND
401(K) ASSETS WITH AND WITHOUT A BRIDGE OPTION TO
CLAIM AT 65, FOR A PERSON WITH AN AGE-62 MONTHLY
BENEFIT OF $1,500 AND $150,000 IN A 401(K)

Without bridge option With bridge option

Monthly  Total Monthly Monthly Total
Age Social taken ~ Social  bridge taken

Security outof Security option out of

income  401(k) income income 401(k)
62 (retire) $1,500 $0 $0  $1,900 $23,000
63 1,500 0 0 1,900 46,000
64 1,500 0 0 1,900 69,000
65+ 1,500 0 1,900 0 69,000

Source: CRR illustration.

Prior research has clearly demonstrated that a
bridge option could significantly improve employee
welfare.* Moreover, a bridge strategy could be imple-
mented by employers without any legislative or regu-
latory changes.’ Yet, employers have not introduced a
bridge option as a default in their 401(k) plans. One
reason for employer reluctance may be that they are
dubious about employee interest in such a strategy.

The purpose of this study was to gauge interest in
an employer-facilitated bridge by interviewing a rep-
resentative sample of older workers. The bridge was
briefly explained to them, and then they were asked
whether they would participate and how much of
their 401 (k) balances they would like to allocate to the
strategy. Respondents were further presented with the
bridge in different ways to assess potential barriers to
adoption and how to overcome them, as detailed below.

Sample and Survey

The survey was conducted using the AmeriSpeak
panel run by NORC at the University of Chicago. The
panel is nationally representative, and participants
were eligible for this study if they were ages 50-65, not
retired, and had 401 (k) balances of at least $25,000.
These restrictions ensure that the sample is represen-
tative of the population that might benefit from the
bridge strategy. The survey was conducted online in
July 2021, and included a total of 1,349 respondents.
The panel includes demographic information
about respondents, such as gender, race, education,
and marital status. To supplement this baseline
information, the survey included questions about
respondent and household saving, including the cur-
rent account balance of 401(k)-type plans. In order
to properly assess the scope for the bridge strategy
and its potential impact, respondents were also asked
what share of their household 401 (k) balances were
in the respondent’s (rather than another household
member’s) account. Respondents also provided their
planned retirement age and the typical retirement age
in their workplace to inform calculations of projected
balances that would be available for the bridge strat-
egy.® Finally, respondents shared their household and
personal income to allow projections of their expected
Social Security benefits and 401 (k) savings as a func-
tion of their eventual claiming age.
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Respondents were randomly assigned to one of
four groups. Each group was presented the choice of
whether to participate in the bridge option, and how
much of their 401 (k) assets to allocate to that option.

Group 1: Control. Respondents were given mini-
mal information about the bridge option. They were
then asked if they would participate in the bridge
strategy and how much they would allocate. The
options ranged from 0 to 50 percent of assets, in
10-percentage-point increments.’

Group 2: Insurance Framing. This condition
framed the choice as one of insurance versus invest-
ment, highlighting the pros and cons of each. Its
presentation was identical to the control group’s, with
the exception that Social Security benefits were de-
scribed as a “Lifetime-Income Account” that provides
stable income, keeps up with inflation, and continues
for life. In contrast, 401(k) assets were described as a
“Wealth Account” that provides liquid assets, usually
increases but can decrease in value, and can run out.

Group 3: Additional Information. To test whether
merely providing more information about the bridge
option would make people more comfortable with
it — rather than changing how the bridge is framed as
in Group 2 — Group 3 was simply given more details
about the option.

Group 4: Default. This treatment tested how effec-
tive making the bridge option the default would be in
increasing take-up. Respondents were shown a table
detailing how much of their 401 (k) would be allocated
to the bridge by default and what their projected
Social Security benefit would be if they stayed with
the default allocation. They were then asked if they
wished to keep the default. If not, they were directed
to click on a link that would allow them to change the
amount allocated to the bridge option, much like the
control group’s prompt. Thus, the default in this set-
ting is a very weak nudge, since changing the default
in the survey takes just a few seconds.

Since the respondents were randomly assigned to
each treatment group, the groups are similar in their
demographic characteristics. Thus, simply compar-
ing the average responses across groups should reveal
the effects of the different treatments. Mechanically,
the exercise was carried out using regression analysis,
which provides a measure of statistical significance.
The regression also allows the use of additional con-

trol variables to increase estimation precision. The
results are very similar with or without these controls,
so we present the results from the simplest equation
with no controls for ease of interpretation.

Results

This section focuses first on workers’ willingness to
participate, then on allocation of assets to the program,
and finally on the impact of the bridge on Social Secu-
rity payments. The results illustrate how the different
treatments affected interest in the bridge strategy.

What Share of Respondents Would Use
the Bridge?

The first question is what share of workers would be
interested in using the bridge strategy if it were avail-
able. In the control group, 26.8 percent of respon-
dents said they would use the bridge (see Figure 1).
Those in the Additional Information group were mar-
ginally significantly more likely to use the bridge than
the control goup, yielding a total of 35 percent of this
group. The other two treatment groups were between
the control and Additional Information groups, at just
under one third of each group, with none of the differ-
ences significant at conventional levels.

FIGURE 1. SHARE OF RESPONDENTS WHO WouLD USE
THE BRIDGE STRATEGY, BY TREATMENT GROUP

Control

f

26.8%

Insurance framing 32.79

Additional information

35.0%

Default 31.3%

1
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Note: None of the treatment groups is statistically different
from the control group at conventional levels. The differ-
ence between the Additional Information group and the
control group is marginally significant (p<0.1).

Source: Authors’ calculations.
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The substantial interest in the bridge strategy is
noteworthy, given that the survey is likely the first
time the respondents would have encountered the
idea of drawing down their 401(k)s to postpone claim-
ing Social Security. The results also compare favor-
ably with the share of workers who choose annuities
in existing plans that offer lifetime income options;
for example, in 2018, 30.5 percent of TIAA benefi-
ciaries elected a lifetime income option.® Given that
any additional information seems to increase interest
in the bridge approach, the popularity of the option
could increase with more exposure to the concept.

What Share of Assets Would They
Allocate to the Bridge?

Moving beyond willingness to participate, the share
of assets that individuals would allocate to the bridge
provides a finer measure of interest in the strategy.
For the control group, the mean share of assets de-
voted to the bridge is 14.9 percent (see Figure 2). The

FIGURE 2. SHARE OF ASSETS THAT RESPONDENTS
ALLOCATE TO THE BRIDGE STRATEGY, BY TREATMENT
GRrour
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Note: The Insurance Framing and Default groups are statis-
tically different from the control group (p<0.01).
Source: Authors’ calculations.

different experimental treatments yield very different
levels of allocations to the bridge strategy. Most effec-
tive, by a large margin, is the default condition. Re-
spondents in this group said they would allocate 20.7
percentage points more of their assets to the bridge
than the control group (p<0.01). This incremental

allocation more than doubles the share allocated by
the control group, from 14.9 percent to 35.6 percent, a
dramatic effect for a default that is very easily changed
by merely clicking on a link. A smaller, but still
tangible, impact is evident from framing the decision
of allocation to the bridge as one of insurance (the
second treatment group), while merely adding infor-
mation about the bridge (the third treatment group)
has a negligible effect on the allocation.

Coupled with the slight increase in willingness to
participate for the Additional Information group (in
Figure 1), the results suggest that workers who learn
more about the bridge increasingly want to participate
in it, albeit at a relatively low intensity. Further sup-
porting this notion is the fact that those who said that
they understood the bridge strategy best were more
likely to want to make any use of it, though they were
less likely to allocate as much of their assets to it.

How Much Would the Bridge Increase
Social Security Benefits?

The point of the bridge strategy is, of course, to in-
crease Social Security benefits. The analysis therefore
turns next to assessing how much each treatment is
anticipated to increase monthly benefits. For the con-
trol group, monthly benefits would increase by $272
due to their allocation of some assets to the bridge
strategy (see Figure 3). In terms of the impact of the

FIGURE 3. DOLLAR INCREASE IN MONTHLY SOCIAL
SECURITY BENEFITS THAT RESPONDENTS GET FROM THE
BRIDGE STRATEGY, BY TREATMENT GROUP
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Note: The Insurance Framing and Default groups are sta-
tistically different from the control group (with p<0.05 and
p<0.01, respectively).

Source: Authors’ calculations.
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different treatments, the findings are consistent with
those surrounding allocation of assets to the bridge:
relative to the control group, the Insurance Framing
treatment leads to mildly higher projected benefits,
while the default leads to substantially larger benefits.
Again, the Additional Information treatment does not
change the projected benefits under any specification.

Conclusion

This paper tested whether individuals would be will-
ing to use a bridge option if offered by their employer,
which would entail using a portion of their 401(k) as-
sets to delay claiming Social Security. The study also
experimentally examined different contexts for this
choice that either provided a frame of the pros and
cons of insurance versus investment, or that defaulted
participants into the bridge. To distinguish the fram-
ing effect from merely providing more information, a
third treatment that just gave more details about the
bridge was also included.

The results show that a substantial minority would
be interested in the bridge option. Furthermore, indi-
viduals presented with the pros and cons of annuitiza-

tion versus investment chose to allocate a small but
meaningfully larger share of their assets to the bridge
strategy. More strikingly, those defaulted into the
bridge option ended up allocating much more of their
assets to the bridge. These two treatments also led to
corresponding increases in projected monthly Social
Security benefits. If borne out in reality, these benefit
increases would contribute to retirement security by
giving retirees additional guaranteed income for the
rest of their lives.

The results here are a first step. While they indi-
cate interest in the bridge strategy and suggest some
means of increasing take-up, future work should
examine the impact of a default in a more realistic
setting. The true costs to individuals of changing a
default are much larger than those imposed in this
experiment, since they involve hard choices, time, and
effort. On the one hand, these extra costs would likely
make the default much more effective in inducing
take-up; on the other, they would be a real imposition
on those who choose to change the default choice. In
this more realistic context, testing what the default
allocation to the bridge should be would also be a
necessary input into the decisions of employers con-
sidering adopting a bridge strategy for their workers.
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Endnotes
1 Munnell and Wettstein (2021).

2 Munnell, Wettstein, and Hou (2021) generally
found outcomes to be better the greater the amount
of savings allocated to the bridge.

3 See, for example, Choi et al. (2002).

4 Koenig, Fichtner, and Gale (2018); Vernon (2018);
and Munnell, Wettstein, and Hou (2020).

5 Some clarifying regulations, though, would likely
help reassure employers considering such an arrange-
ment.

6 Projecting a respondent’s 401 (k) balances at retire-
ment and expected Social Security benefits involved
some assumptions. Specifically, the calculations
assumed an annual real return on 401 (k) balances

of 4.75 percent and a combined employer-employee
contribution rate of 10 percent of earnings from the
respondent’s current age until their planned retire-
ment age. Expected Social Security benefits were cal-
culated to match the estimates that the Social Security
Administration provides with its “quick calculator”
online tool, considering birth cohort and current labor
income.

7 For the precise wording of how the bridge option
is described in the experiment, see Munnell and Wet-

tstein (2021).

8 Brown, Poterba, and Richardson (2021).

References

Brown, Jeffrey R., James Poterba, and David P.
Richardson. 2021. “Trends in Retirement Income
Choices by TIAA Participants 2000-2018.” Re-
search Dialogue Issue No. 182. New York, NY:
TIAA Institute.

Choi, James J., David Laibson, Brigitte C. Madrian,
and Andrew Metrick. 2002. “Defined Contribution
Pensions: Plan Rules, Participant Decisions, and
the Path of Least Resistance.” In Tax Policy and the
Economy, Volume 16, edited by James M. Poterba,
67-113. Cambridge, MA: MIT Press.

Koenig, Gary, Jason J. Fichtner, and William G. Gale.
2018. “Supplemental Transition Accounts for
Retirement: A Proposal to Increase Retirement In-
come Security and Reform Social Security.” Public
Policy & Aging Report 28(1): S22-S34.

Munnell, Alicia H. and Gal Wettstein. 2021. “Would
401 (k) Participants Use a Social Security “Bridge”
Option?” Working Paper 2021-27. Chestnut Hill,
MA: Center for Retirement Research at Boston
College.

Munnell, Alicia H., Gal Wettstein, and Wenliang Hou.
2020. “How Best to Annuitize Defined Contribu-
tion Assets?” Journal of Risk and Insurance. Avail-

able at: https://doi.org/10.1111/jori.12333

Vernon, Steve. 2018. “How to ‘Pensionize’ Any IRA
or 401(k) Plan.” Stanford, CA: Stanford Center on
Longevity.


https://doi.org/10.1111/jori.12333

CENTE Rfor
RETIREMENT
RESEARCH

at BOSTON COLLEGE

About the Center

The mission of the Center for Retirement Research
at Boston College is to produce first-class research
and educational tools and forge a strong link between
the academic community and decision-makers in
the public and private sectors around an issue of
critical importance to the nation’s future. To achieve
this mission, the Center conducts a wide variety

of research projects, transmits new findings to a
broad audience, trains new scholars, and broadens
access to valuable data sources. Since its inception
in 1998, the Center has established a reputation as
an authoritative source of information on all major
aspects of the retirement income debate.

Affiliated Institutions

The Brookings Institution

Mathematica — Center for Studying Disability Policy
Syracuse University

Urban Institute

Contact Information
Center for Retirement Research
Boston College

Hovey House

140 Commonwealth Avenue
Chestnut Hill, MA 02467-3808
Phone: (617) 552-1762

Fax: (617) 552-0191

E-mail: ccr@bc.edu

Website: https://crr.bc.edu

© 2022, by Trustees of Boston College, Center for Retirement Research. All rights reserved. Short sections of text, not to
exceed two paragraphs, may be quoted without explicit permission provided that the authors are identified and full credit,
including copyright notice, is given to Trustees of Boston College, Center for Retirement Research.

The CRR gratefully acknowledges Robert Pozen for his generous support of the research summarized in this brief. The
findings and conclusions expressed are solely those of the authors and do not represent the opinions or policy of Boston

College or the Center for Retirement Research.


https://crr.bc.edu/

	Introduction
	Background
	Sample and Survey
	Results
	Conclusion
	Endnotes
	References

