
 
 

 
Another Penny Saved: The Economic Benefits of Higher US Household Saving 

 
 
By increasing Americans’ household savings, we can lift America’s long-run economic 
growth rate, reduce the risk of future burdens on the taxpayer, and create more 
sustainable economic growth. 

 Over the next 25 years, raising the saving rate would add a discounted $7 trillion to 
America’s economy, equal to about half of today’s GDP; by 2040, per capita GDP 
would be $3,500 higher than it would be otherwise, measured in today’s prices. 

 America also would reduce its dependence on uncertain inflows of foreign capital that 
have enabled us to save less in recent years. Raising household saving would reduce 
that dependency, providing a more stable source of capital.  

 By raising savings—especially retirement savings—we can empower people to be more 
self-sufficient: not only reducing elder poverty, but reducing the risk that taxpayers will 
have to shoulder the burden of an elder poverty crisis. 

Action to encourage saving is critical, because America’s household saving rate has 
dropped dangerously low. 

For centuries, Benjamin Franklin’s maxim that “a penny saved is a penny earned” embodied 
Americans’ characteristic thriftiness. No more: The US household saving rate is just 3.8% 
today—and is projected to keep falling to an extremely low 3% in the 2030s. This has very 
serious implications: 

 
 Americans are not saving enough for a dignified, secure retirement. Many millions risk 

having to work longer, seek government or family help, or lower their living standard if 
they do not want to run out of money later in life.  

 If we fail to raise the saving rate, America’s economy either will grow more slowly or rely 
even more on foreign capital to sustain a healthy national investment rate. That means 
sending steadily increasing amounts of wealth overseas, with potentially adverse 
consequences for economic stability and the value of the dollar. 

 As businesses spend down their current cash hoards while government continues to 
run deficits, American households will need to fill the looming saving gap. 

 
But we can lift household savings—and score major economic and social benefits. 

 Since we know workplace saving plans such as 401(k)s are the most effective way to 
save, employers should be encouraged through tax law and regulation to adopt plan 
designs such as automatic enrollment and automatic “escalation” in saving rates.  

 We should explore ideas such as an auto-IRA payroll deduction plan aimed at small 
and midsize businesses, or a reduced regulatory burden to encourage small firms to 
offer plans. Stronger incentives, matches, or refundable “savers’ credits” for low- and 
moderate-income Americans should be considered.  
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For a copy of the report, please visit www.AnotherPennySaved.com. 
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