
Most workers have no idea how much money their retirement will cost…they cannot even guess. 
With no personally meaningful target for an ample retirement income, there’s little chance they’ll 
achieve it. In the dozen years since this article was published, the number of people who have 
tried to make the calculation – although many failed – has risen only a little.  
 

Until retirement education programs help the vast majority of workers answer the most basic 
retirement question – ‘How much will it cost and how can I pay for it?’ – don’t expect them to 
become successful retirement income consumers. 
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ow much will your retirement cost? Even though it's probably the most important and expensive 
purchase employees will ever make, barely a few can even guess at a dollar figure. 

Recent research by the Washington, D.C.-based Employee Benefit Research Institute (EBRI), the 1997 
Retirement Confidence Survey, shows only 38% of employees age 45-52 have ever tried to answer the 
question. About one-quarter of them could not come up with any amount. 

No one would take a new job without knowing what it paid. Yet most Baby Boomers, who are getting 
close to their ‘late lifecycle career,’ are clueless about their retirement pay. 

This massive communication failure isn’t due to lack of retirement information. There’s an enormous 
amount of it available from investment funds, employers, libraries, newspaper and magazine articles, 
and hundreds of Web sites. 

Clearly, the current retirement education techniques are failing. So why not try some new ideas? How 
about starting with some simple questions that smart retirement consumers should be able to answer? 
Here are three. 

#1 How much will my retirement cost? 

For a ballpark answer, consider:  

� How much money are you spending each month? How much more or less do you want during 
retirement? 

� How long do you expect your retirement to last? Someone retiring at age 60 and living to age 
90 will need 360 months of income (30 years X 12 = 360 months). 

$______________________       times     ________________     equals     $_____________________ 
Monthly retirement spending                   Months of retirement                   Estimated cost of retirement  
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#2 What's the retirement value of my pension and Social Security benefits? 

These are two of the most under-appreciated benefits by employees. Maybe that's due to the generally 
poor job that's been done in communicating the value of these lifetime income plans. Although the 
future of these benefits is unclear, they pack a lot of retirement income power. 

$_____________      times     __________________     equals     $_______________________ 
Monthly benefits                     Months of retirement                      Value of the lifetime payments 

A modest $1,400 monthly benefit will total more than $500,000 during 30 years of retirement. Don't be 
surprised that some long-service employees with solid pension plans will have a million dollar 
retirement value. More if they live longer. Less if they don't live that long. But the value is almost 
always far greater than most people know. (Employees can contact their benefits department for 
pension estimates and call 1-800-772-1213 for Social Security.) 

#3. What's the income value of my 401(k) and lump-sum payouts? 

Some Boomers have built sizable 401(k) savings accounts. And some pension plans have been 
revamped to pay lump sums. Here's a simple measure of their value: 

$_________________     divided by     ________________      equals    $_______________________ 
Single payout amount                           Months of retirement                    Value of the monthly payout 
                           during retirement 

This assumes inflation and investment performance are the same. If investments outpace inflation, the 
value will be higher. 

So a $100,000 401(k) balance – something far too few Baby Boomers will have – over a 360-month 
retirement has an income value of less than $280 a month. Scary? 

No question, these simple techniques lack precision. They're intended to generate only some basic 
awareness. For people who are clueless about the cost of retirement, some simple ideas may help. And 
maybe, with a little knowledge, they'll be motivated to get more sophisticated information that might 
help them become smart retirement consumers. HR can certainly help by thinking of new and 
innovative ways to communicate the basic retirement issues. 

For more information about the 1997 Retirement Confidence Survey, visit the EBRI Web site at 
http://www.ebri.org. 
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workers gain the knowledge to achieve the financial future they want. His award-winning communication 
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