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Increasing saving for retirement is one of the most important challenges that governments in the 

Western world, including the United States, face: the aging population could render public 

retirement and pension funds insolvent in the not-so-far future.The problem of insufficient 

retirement savings is especially acute among low-income earners. The main policy tool the 

United States employs in order to enhance retirement savings of low-income earners is the 

Savers’ Credit, which provides a nonrefundable tax credit to low-income earners that save for 

retirement. Although the federal government has been willing to invest hundreds of billions of 

dollars in the program, studies have demonstrated that the actual impact of the program is fairly 

limited due to its low take-up rate. 

This paper identifies a central weakness of the Savers’ Credit that has not received 

sufficient attention: the exceptionally high option value that low-income earners attribute to the 

possibility to use the resources and as a consequence the enormous pressure imposed on them by 

sanctioning early withdrawals. This weakness stems from the general neglect of the unique set of 

economic preferences of the poor in economic models, such as the attitude toward risk and 

discount rate that justify establishing unique economic models for low income earners. The paper 

offers a revenue-neutral alternative scheme that can overcome the caveats: the Savers’ Premium. 

The Savers’ Premium is based on an ex ante subsidy regime—one that provides a benefit for 

retirement savings without sanctioning early withdrawals. The ex ante regime subsidizes actions 

that have increased the expectancy of generating a public good, even if that public good is not 

ultimately produced. This Article examines the general features of the ex ante subsidy regime, 

which is relevant to a wide set of legal fields. It employs both an economic analysis and 

behavioral analysis of the Savers’ Premium and its potential advantages in comparison to the 

existing Savers’ Credit. 

 The paper will be structured as follows: Part I it will analyze the problem of insufficient 

retirement saving in general and insufficient savings for retirement of low-income individuals in 

particular. It will survey the various sources for the phenomenon both economic and behavioral. 

Part II will describe the legal mechanism of the saver’s credit that was supposed to address the 



problem and its failure to solve it. Part III will present the novel mechanism suggested to provide 

a solution to the problems of the Savers’ Credit—the Savers Premium. Part IV will discuss 

additional advantages of the Saver’s Premium from a behavioral perspective. Part V will 

confront possible objections to the Saver’s Premium. Part VI will conclude with additional 

possible implementations for a similar ex-ante subsidy regime in other legal fields such as 

environmental law. 

 

 


