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ABSTRACT

This paper investigates how the 2009 one-time suspension of the Required Minimum Distribution (RMD) rules associated 
with qualified retirement plans affected plan distributions at TIAA-CREF, a large retirement services provider. Using 
panel data on retirement plan participants at TIAA-CREF, we find that roughly one third of those who were affected by 
minimum distribution rules discontinued their distributions in 2009. The results also show relatively small differences in the 
suspension probability between those who had 2008 distributions equal to the RMD amount, and might be classified as facing 
a binding RMD constraint, and those who were taking distributions in excess of the RMD amount before the distribution 
holiday. The probability of suspension declines substantially with age and rises modestly with economic resources. We find 
that individuals taking monthly distributions are less likely to suspend distributions than those taking annual distributions, 
particularly at higher wealth levels. This pattern is consistent with those who choose monthly distributions being more 
likely to use their distributions to finance consumption. We supplement these results based on administrative record data 
on retirement plan participants with survey evidence on participant attitudes that affected decisions about suspending 
distributions. Our findings provide guidance on the revenue consequences of changing RMD rules and offer insights about 
the role of various behavioral considerations, such as inertia, in modeling distribution behavior. 
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Traditional tax-qualified defined contribution (DC) retirement plans in the United States, such as Individual Retirement 
Accounts (IRAs) and employer-sponsored 401(k) and 403(b) plans, were created to provide incentives for individuals to 
save money during working life in order to help them achieve a reasonable living standard in retirement. These plans 
allow workers to defer taxation of contributions and accruing investment income within the qualified plan during their 
working life. Distributions from these plans during retirement are taxed as ordinary income. Deferring constructive 
receipt of otherwise taxable income on assets held within qualified DC plans provides consumption tax treatment to 
these assets, while operating within an income tax system.

There is a long regulatory tradition of limiting qualified plan participants’ capacity to use these plans as a means of 
avoiding taxation on assets that are not needed to support retirement consumption. The tension between the goals 
of promoting retirement saving and limiting revenue costs is evident in the structure of the Required Minimum 
Distribution (RMD) rules that apply to tax-qualified plans. The RMD rules require plan participants to withdraw a 
minimum percentage of their account balance in each year once they reach a specified age.

Warshawsky (1998) describes the history of regulations on tax-qualified plans that have effectively required plan assets 
to be distributed to participants over some period of time after retirement or the attainment of a particular age. In 1962, 
Congress established formal distribution requirements for Keogh plans, tax-qualified plans for self-employed individuals, 
requiring plan owners to begin taking distributions by the later of the year in which they retired or the year in which 
they reached age 70 1/2. Although what led to the choice of age 70 1/2 in 1962 is not clear, it remains the key trigger point 
for current RMD rules despite significant increases in life expectancy over the intervening half a century. 

RMD rules now apply to virtually all tax-qualified retirement savings plans, including 401(k) plans, 403(b) plans, IRAs, 
and numerous other defined contribution plans. These rules limit the revenue cost of tax deferral and help to focus the 
tax subsidy for saving on accumulations for retirement. Soled and Wolk (2000) describe the rules in detail, and also 
characterize the various tax-planning approaches that account holders might use to limit the impact of these rules. 
Some Roth-style accounts are exempt from the RMD rules. Contributions to these accounts are made with after-tax 
rather than pre-tax dollars, and withdrawals are not taxed. As with other tax-qualified plans, account holders are not 
taxed on accruing capital income and therefore receive consumption tax treatment. Because the basis in Roth accounts 
was fully taxed when contributed, and withdrawals are not taxed, the timing of withdrawals from these accounts does 
not affect income tax revenues in the way that withdrawals from traditional tax-qualified accounts do. RMD rules apply 
to Roth 401(k) and 403(b) accounts, but not to Roth IRAs. For the latter, while there are no required distributions during 
the lifetime of the account for the participant who accumulated the account balance, or for the participant’s spouse  
if he or she inherits the account, RMD rules do apply to inherited Roth IRAs when someone other than a spouse is  
the beneficiary. 

RMD regulations are one of many requirements that retirement plans must meet in order be “tax-qualified,” i.e., to 
allow their participants to exclude plan income from their taxable income. There are also limits on the amount that 
participants can contribute to these plans each year, restrictions on how and when funds can be withdrawn without 
paying penalties, and rules governing the share of total plan contributions that can go to highly compensated employees. 
Each of these and other parameters of the qualified plan system can affect the evolution of participant contributions 
and account balances, and therefore federal revenues. The extent to which these plan qualification requirements affect 
federal revenue depends on how they influence participant behavior. 

It can be difficult to estimate the behavioral responses to a marginal change in plan qualification rules because many 
aspects of the law and regulations can change at one time, and because the number of policy changes is relatively small. 
One policy change that does lend itself to study took place in 2009, when, as part of the Worker, Retiree, and Employer 
Recovery Act of 2008 – the “stimulus bill” – Congress suspended the RMD rule for qualified plans for one year. The 
intent was to allow retirement plan participants whose account balances had been substantially reduced by falling  
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asset prices during the financial crisis to skip a year of required payouts. This provision was viewed as helping retirees 
preserve their retirement security by not forcing them to sell assets in the depths of the crisis. The Joint Committee on 
Taxation estimated a one-year revenue cost of about $3.8 billion, which would be consistent with a projected decline in 
distributions of $19 billion and an average tax rate of 20% on these distributions, or a decline of $15.2 billion and a tax rate 
of 25%. 

Aggregate data presented in the IRS Statistics of Income publications offer suggestive evidence on the impact of the 
distribution holiday. Taxable distributions from IRAs, which are just one, but a significant, class of tax-qualified accounts, 
declined 16.7% from 2008 to 2009. These distributions totaled $148 billion in 2007, $162 billion in 2008, $135 billion in 2009, 
and $194 billion in 2010. The number of participants taking withdrawals also declined. It totaled 10.7 million in 2007, 11.3 
million in 2008, 9.7 million in 2009, and 12.5 million in 2010.

Although these data suggest a substantial impact of the distribution holiday, it is difficult to draw firm conclusions from 
them for three reasons. First, the distribution holiday coincided with a sharp decline in asset values generally and in 
the account balances of tax-qualified plan participants in particular. This wealth effect may have affected distribution 
patterns, and would likely have resulted in a decline in the amount distributed even in the absence of a distribution holiday. 
Second, the aggregate data may confound the distribution holiday with another policy change that allowed individuals to 
convert traditional IRA assets to Roth IRAs while deferring half of the associated tax liability for a year. This provision 
offered more-attractive-than-usual tax treatment for conversions. Finally, the published IRS data pertain only to IRAs. 
These accounts are not employer-sponsored, and it is possible that there are differences in the behavior of participants in 
these accounts and in employer-sponsored plans such as 401(k)s and 403(b)s. 

In this paper, we use a combination of administrative records and survey data to examine distribution patterns of 
participants in 403(b) plans who were subject to RMD rules prior to 2009, and who were eligible to suspend distributions 
during the 2009 holiday. We study the participants at TIAA-CREF, a large provider of retirement income and retirement 
services for employees at nonprofit institutions. Our data span the 2007-2010 period, making it possible to compare 
participant behavior before, during, and after the distribution holiday. Using administrative records on withdrawal activity, 
we estimate the probability that retirement plan participants who had taken required distributions in 2008 suspended 
their distributions during the 2009 holiday, and we explore the effect of a limited number of covariates on suspension 
choices. We find that roughly one third of participants suspended their distributions. We supplement this analysis with 
an email survey of a sub-sample of these participants, and explore the underlying motivations for suspending or not 
suspending distributions in 2009. 

Our findings advance the analysis of required minimum distribution rules in three ways. First, we provide some of the 
first participant-level evidence on how the RMD rules affect distributions from qualified plans. Second, we describe the 
heterogeneity in this response across plan participants with various characteristics. Finally, we estimate the change in the 
percentage of qualified plan assets withdrawn when the RMD rules were, and were not, in force. 

Our analysis may guide policymakers with regard to possible modifications of the RMD rules, which are currently the 
subject of much discussion. For example, both the U.S. Departments of Treasury and Labor have recently expressed 
interest in promoting increased annuitization of assets within qualified plans. The Department of Labor has released 
proposed rules to require that defined contribution plans provide income illustrations rather than just account balances 
as part of quarterly or annual account statements. In July 2014, the U.S. Treasury Department issued final rules that allow 
qualified plan participants to use up to 25% of their plan balance, to a limit of $125,000, to purchase longevity annuities 
that would not begin payouts until the participant reaches a later age, such as 80 or 85. In the U.K, in contrast, policy has 
moved in precisely the opposite direction. While the U.S. has moved to facilitate annuitization, Mercer (2014) reports that, 
in 2014, the U.K. eliminated mandatory partial annuitization of retirement account balances and expanded saver discretion 
in withdrawing assets. These divergent policy directions underscore the importance of understanding how regulations 
affecting distribution practices affect participant behavior.
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The paper is divided into five sections. The first describes the RMD rules that apply to tax-qualified retirement accounts 
and the 2009 distribution holiday. It also examines the relationship between the path of distributions specified by current 
U.S. regulations and the optimal consumption profile for an individual seeking to maximize late-life utility in the context of 
a stochastic lifecycle model. The goal of this comparison is to shed some light on whether the RMD profile might be close 
to the optimal profile, and therefore not a binding constraint on participant behavior. This section also describes the small 
prior literature that has considered the effects of distribution rules on participant behavior.

Section two describes our data set on TIAA-CREF participants who were taking required distributions in 2008, and who 
therefore were eligible to take advantage of the distribution holiday in 2009. It notes a number of challenges that arise 
in tracking withdrawal behavior over time, even with administrative record data. Section three documents a decline of 
roughly one third in the number of TIAA-CREF participants taking an RMD between 2008 and 2009, and it presents 
estimates of probit models that relate the probability of suspending distributions to various participant attributes. 
Surprisingly, the suspension behavior of those who appear to have been taking only the minimum distribution from their 
accounts, and those who were withdrawing larger amounts, is quite similar. We do find that those with higher qualified 
plan balances were more likely to suspend, as were those who previously were taking their annual distribution as a single 
payment rather than as regular monthly income. 

The fourth section summarizes the findings from a survey that was sent to a subset of TIAA-CREF participants who  
were eligible to suspend their distributions in 2009. The survey included questions about participants’ reasons for 
suspending, or not suspending, their payouts. The results offer some insight on the way participants view RMD rules 
and the importance of the associated distributions in supporting retirement consumption. A final section concludes and 
suggests several open research questions.

1. REQUIRED MINIMUM DISTRIBUTION (RMD) RULES AND RETIREMENT CONSUMPTION

1.1 Overview of RMD Rules

The RMD rules stipulate that the holder of a tax-qualified qualified retirement account, except for a Roth IRA, must begin 
distributions no later than the later of April 1 of the year following the calendar year in which she turns 70 1/2 or the year 
in which she terminates employment. The RMD rules specify that the distribution each year must exceed the participant’s 
account balance at the end of the previous year divided by an “applicable distribution period” that depends on the 
participant’s life expectancy and that of the qualified plan’s beneficiary. Although the precise methods for calculating the 
size of required distributions have occasionally changed over time, the RMD amount has always been linked in some way 
to a measure of remaining life expectancy. The penalty for failure to take minimum distributions is an excise tax of 50% 
of the required, but undistributed, amount. This penalty provides a substantial incentive for participants to track their 
RMDs, and is one reason that many retirement plan providers prepare RMD estimates for their participants.

Table 1 shows the applicable distribution period for what the IRS labels a “uniform lifetime.” This is the remaining lifetime 
that the account balance must be divided by for unmarried account owners, for married owners whose beneficiaries are 
spouses within ten years of their age, and for married owners whose spouses are not the beneficiary of their accounts. If 
the account holder is married and the account beneficiary is a spouse who is more than ten years younger, then the divisor 
is larger, allowing for slower draw-down of the account balance. There is yet another RMD table for beneficiaries of an 
inherited tax-qualified account. 

Table 1 shows that for participants who are covered by the “uniform lifetime” table, the RMD in the first year after 
they turn 70 1/2 (when they begin required distributions) is slightly less than 4% of the account balance. This annual 
distribution proportion rises as the participant ages, exceeding 5% at age 80, approaching 9% at age 90, and exceeding 15% 
for those who reach the age of 100. 
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1.2 RMD Rules vs. Optimal Consumption Profiles

In standard lifecycle models, consumers select their consumption paths to maximize the expected discounted value of 
lifetime utility. 

(1)					   

 
where P

t
 is the cumulative survival probability from time 0 to t, δ is the individual’s subjective discount rate, and Ct is the 

flow of consumption in period t. It is common to assume that preferences exhibit constant relative risk aversion (CRRA):

(2) 

This maximization is constrained by a lifetime budget constraint

(3) 

and potentially by liquidity constraints that restrict the consumer’s ability to transfer resources across periods. Such 
constraints may arise early in life if it is difficult to borrow against future earnings, or late in life when the present value 
of Social Security benefits, which cannot be pledged as collateral, is an important component of wealth. The budget 
constraint becomes more complex in the presence of tax-qualified accounts that offer a return of r, and taxable accounts 
that offer a return of r(1-τ), where τ is the effective tax rate on the participant’s capital income, with constraints on the 
amount that can be contributed each period to the higher-return qualified account, and floors on withdrawals in some 
periods. Optimal behavior equates the expected discounted marginal utility of consumption at different ages. This is  
often referred to as “consumption smoothing,” although only in special circumstances does it imply equal consumption 
in all periods. Optimizing behavior can generate declining real consumption over time if the consumer’s discount rate 
exceeds the market rate of interest or if the consumer faces high mortality rates and does not have access to actuarially 
fair annuities.

RMD rules do not specify a consumption trajectory, but rather specify the amount of wealth that must be withdrawn from 
a tax-qualified account at each age. A participant who does not wish to consume the full amount of an RMD always has the 
option of making the withdrawal from the tax-qualified account and investing the proceeds in a taxable account. RMDs are 
therefore best viewed as constraints on the fraction of their wealth that can be held in tax-qualified accounts, rather than 
on the amount that must be consumed. 

If an individual’s desired consumption spending, minus other sources of income such as Social Security, exceeds the RMD 
amount at a given age, then withdrawals from tax-qualified accounts will not be constrained by the RMD rules. Such 
individuals would choose to withdraw more than the RMD amount in any case. The RMD rules should only constrain 
the tax-qualified account holdings of those for whom this inequality is reversed, and in such cases, they will require 
participants to draw down their tax-qualified accounts sooner than they would do in the absence of these rules. We will 
refer to individuals whose preferred consumption path and other income stream involves slower withdrawals from these 
accounts as “RMD constrained.” For them, RMDs can affect the consumption path by altering the marginal return on 
saving in some periods, shifting it from r to r(1-τ), and by reducing their lifetime wealth because they cannot hold as much 
in the tax-deferred account as they would like to. 

How can the lifecycle model inform the analysis of RMD rules? We can ask how the age profile of RMDs compares with the 
age-consumption profile that emerges from the optimizing model, as a way of understanding whether a participant who 
chose to set her consumption equal to the RMD amount would experience a substantial welfare loss. For a participant with 
no wealth other than their qualified account, and no income from other sources such as Social Security, consuming exactly 
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the amount withdrawn under the RMD rules amounts essentially to consuming their “wealth/remaining life expectancy 
according to the IRS tables” in each period. Analysis of a problem such as that posed in equations (1) through (3) suggests 
that this is only optimal in a very narrow set of circumstances. In particular, three conditions must hold: (i) the participant 
must have log utility (CRRA coefficient = 1), (ii) r=δ=0, and (iii) the participant’s expected mortality rates must equal those 
used by the IRS in constructing the RMD rules. In other circumstances, the optimal consumption path will diverge from 
the path of RMDs, and the participant would want to deviate from the RMD withdrawal pattern to achieve that outcome. 
For example, an individual who believed she faced a significantly lower mortality risk than the IRS life table assumes, and 
therefore expected to live longer, might choose to consume less each year than the RMD amounts. 

Figure 1 shows the time path of withdrawals associated with the “uniform lifetime” RMD rules under the assumption 
that they start with $100,000, earn a 5% annual nominal return, and face a 2.5% annual inflation rate. The real value of 
withdrawals rises, then declines, and it falls steeply at older ages. A consumption trajectory equal to this time profile 
would be optimal only under a very restrictive set of conditions. Sun and Webb (2013) compute the present discounted 
value of remaining lifetime utility, conditional on wealth, that an individual would obtain by following an optimal 
consumption trajectory beginning at age 70, and they compare this with the utility stream from setting consumption 
in each year equal to the RMD amount from the same wealth stock at age 70. The results suggest that following the 
strategy of consuming the amount specified by the RMD would be tantamount to a wealth reduction, assuming an optimal 
consumption profile, of between 17 and 44%. 

While the lifecycle model is a helpful starting point for analyzing how the RMD profile compares with an optimal 
consumption profile, many studies in the behavioral economics literature suggest differences between observed retirement 
saving and asset drawdown and that implied by optimization in stochastic lifecycle models. In particular, Madrian and 
Shea (2001) and many subsequent studies suggest that default options have an important effect on participation in 
401(k) plans, Lusardi and Mitchell (2014) suggest that many households lack basic financial literacy, and Brown, Kling, 
Mullainathan, and Wrobel (2013) suggest that choices about annuities and other financial products are sensitive to 
framing. In the context of RMDs, Sun and Webb (2013) discuss a number of “rules of thumb” that individuals appear to use 
in making retirement consumption decisions, including spending only capital income and not invading nominal principal, 
and the “4% rule,” often suggested by financial planners, that involves consuming 4% of wealth each year.

It is possible that some qualified plan participants may view RMD rules as a form of implicit financial planning advice. 
Indeed, the survey results that we present later suggest that about 51% of TIAA-CREF participants who were taking plan 
distributions in 2008 “view the required minimum distribution as providing some guidance on how much you can spend 
each year for the rest of your life without running out of money.”

This simple contrast between the optimal consumption path and the RMD path shows that the optimal timing of 
consumption over the lifetime may not match the pattern associated with RMDs. A consumer who wishes to defer 
consumption to very advanced ages might therefore find that the RMD rules constrain the amount that he would like to 
hold in his tax-qualified account. 

Bequest motives provide another reason that RMD rules might bind. If a participant has a bequest motive, and wishes 
to leave some assets to her heirs, then absent RMD rules the optimal consumption plan would involve a balance in the 
tax-qualified account at the time of death. There are specialized rules that govern the required minimum distribution 
profile for beneficiaries who receive assets in tax-qualified plans. RMD rules were in large part designed to prevent the 
dynastic accumulation of wealth; the potential distortions that they may create in lifetime consumption patterns may be 
viewed as unintended consequences. It would be useful to distinguish between these alternative motives that participants 
might have for deferring the withdrawals from their tax-qualified plans, but it is not possible to do this using aggregate or 
administrative data. Our survey elicits some information on this issue. 
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1.3 Previous Research on Distribution Patterns and RMDs. 		

A number of previous studies have explored distributions from qualified accounts using a variety of data sources. 
Sabelhaus (2000), Bershadker and Smith (2006), and Bryant (2008) examine tax return data, which offer precise 
information on withdrawals, but very limited information on participant characteristics. Holden and Bass (2012) use 
administrative records from mutual funds that administer IRAs, Keogh plans, and corporate defined contribution plans. 
to track distribution patterns. Poterba, Venti and Wise (2013) use household survey data from the SIPP and HRS. These 
studies find that withdrawals from IRAs and other qualified plans rise sharply when participants reach age 70 1/2, the 
age at which RMDs must begin for most participants. The studies all suggest that substantial numbers of tax-qualified 
plan participants do not take any distributions prior to this age, and that RMD rules presumptively affect the distribution 
pattern that they would otherwise choose. 

One puzzling finding from the studies using household survey data is the significant number of households with members 
over age 70 1/2 and assets in tax-qualified accounts who do not report any distributions. A number of explanations have 
been advanced for this finding: the accounts could be Roth IRAs rather than traditional accounts that are subject to 
RMDs; the accounts could be employer-sponsored and the account holders may still be employed; the accounts may be 
held by another member of the household who is not yet subject to RMD rules; or the household may not be compliant 
with the RMD regulations. All of these factors may contribute to some degree, but they cannot be distinguished in most 
survey-based studies. 

Studies that use tax return information do not have specific information on a participant’s age. This makes it difficult to 
judge the fraction of qualified plan owners that are above the age at which RMDs must be taken, and consequently to 
determine whether these account holders are bound by the RMD rules. Our data, combined with the 2009 distribution 
holiday, provides a valuable opportunity to learn more about the behavior of qualified account holders who are subject  
to RMD rules.

2. BACKGROUND AND SUMMARY STATISTICS: DISTRIBUTIONS FROM TIAA-CREF 

TIAA-CREF provides investment and retirement income services for workers in the not-for-profit sector, primarily in the 
higher education industry. It served over three million participants in 2010. Participants include faculty as well as staff at 
universities, medical institutions, public and private K-12 schools, and a number of other not-for-profit entities. 

Our sample is based on the universe of 327,286 TIAA-CREF participants who received a retirement income distribution 
in 2008. Within this group, 81,826 participants had selected a Minimum Distribution Option (MDO) contract with TIAA-
CREF. Another 27,796 participants took a lump-sum distribution, 26,719 chose to make systematic withdrawals, and the 
rest were receiving annuity payouts. The vast majority of these participants were in employer-sponsored 403(b) plans.

For participants who selected the MDO contract, TIAA-CREF calculates the annual RMD that must be withdrawn to 
satisfy the regulatory requirements, based on assets held within the TIAA-CREF system, and distributes this amount 
to the participant.  The participant can choose to have this amount distributed on a monthly, quarterly, semi-annual 
or annual schedule.  Participants can request distributions that are larger than the RMD amount, and they can change 
their distribution choices at any time during the year. Because our analysis requires information on distributions in 2008 
(before the RMD holiday) as well as 2009 and 2010, and because we require a number of other participant attributes for 
our analysis, we ultimately analyze only a subset of those with MDO contracts in 2008. After we exclude the participants 
without information in all three years and with other missing data, we have a three-year balanced panel with 63,859 
participants. None of the participants in our sample have Roth accounts. TIAA-CREF began offering these accounts 
during our sample period, and none of them would have been making distributions in 2008. 
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Table 2 provides descriptive statistics on our sample population. The average age in 2009 is 76.7 years, with primary 
participants being slightly older (77.4) on average and beneficiaries being, on average, significantly younger (61.6). Men 
comprise about 56.8% and married persons about 67.4% of the sample. The table shows substantial heterogeneity in 
account balances: the mean balance for primary account holders in 2007 was $494,591, but the median was less than half 
this value, $240,854.

In 2008, the mean RMD was $19,573 and the median was $6,765. For 2009, the mean RMD fell by $8,433 (43.1%) to $11,140, 
and the median RMD declined $5,102 (75.4%) to $1,663. For “primary participants,” i.e., those who accumulated the 
qualified plan balance, the mean RMD fell from $20,073 to $11,500, or a 42.7% decline. Although the dollar decline was 
smaller for beneficiaries, including surviving spouses, who inherited these accounts, the percentage decline was slightly 
larger. Overall, more than half of all beneficiaries stopped distributions in 2009. In 2010, when RMD rules were reinstated, 
the mean RMD was 102.6% of the mean 2008 level, although the median RMD was only about 91% of the 2008 median level.

A key question concerning our sample is whether it is representative of the U.S. population with qualified accounts subject 
to RMDs. We explored this issue using data from the 2010 Survey of Consumer Finances. Among SCF respondents who 
were at least 71 years old, 4.8% reported some assets in an employer-sponsored defined contribution account, such as a 
401(k) or a 403(b) plan. A much larger percentage of this age group, 30.6%, reported some assets in an IRA. Among those 
with employer-sponsored qualified plans, the mean value of the assets in these accounts is $255,488. This refers to the total 
value of accounts, potentially from multiple employers. The median qualified plan balance is much lower: $36,000. Both 
the mean and median for men in the 71+ age group is significantly higher than that for women. These statistics suggest 
that the TIAA-CREF participant sample that we analyze may not be fully representative: their account balances are larger 
than those of the general population. In the SCF data, the median account balance in the TIAA-CREF sample, $240, 854, 
falls between the 80th and the 85th percentile of the qualified plan distribution. 

Because our information on participants is limited to what is available in the administrative data, it is difficult for us to 
explore potential sources of the above-average balances of our sample participants. The larger account balances could 
arise from TIAA-CREF participants having higher lifetime incomes, higher savings rates, being more likely to contribute 
to a single retirement plan for their whole career, less likely to roll some or all of their accumulated assets into an IRA,  
or a combination of these factors. These comparison statistics suggest that caution is appropriate before generalizing  
our findings. 

The TIAA-CREF participant population may be more representative of the future U.S. qualified plan participant 
population than of the current one, because many of the TIAA-CREF participants probably worked for employers who 
offered 403(b) plans for most of their careers. In contrast, current U.S. retirees outside the academic sector were likely 
to have been covered by a 401(k) plan, or eligible to contribute to an IRA, for only part of their working career. The sharp 
growth of 401(k)s began in the early 1980s; IRAs were introduced in 1981.

3. TIAA-CREF PARTICIPANT RESPONSE TO THE 2009 RMD HOLIDAY

3.1 Univariate Results

TIAA-CREF sent multiple mailings and other communications to MDO contract holders after the RMD holiday was 
enacted in 2009. These communications explained the rules of the RMD holiday and provided instructions for what 
participants needed to do in order to suspend their RMD for the year.  TIAA-CREF sent another round of communications 
when the U.S. Treasury Department issued rules that allowed participants to return RMD amounts already distributed. 
Very few participants in our survey returned their RMD after receiving a distribution.
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Table 3 shows the percentage of those taking distributions in 2008 who suspended distributions in 2009. We divide the 
sample between primary and secondary beneficiaries, and between those who took only minimum distributions in 2008 
and those who took more than the RMD, either in the form of an annuity or as an additional lump-sum distribution that 
exceeds the RMD amount. The table shows that just over one third -- 35.5% -- of the participants who received a minimum 
distribution in 2008 suspended these payouts in 2009. We found the small differences between those who were taking 
only the RMD (36.5%) and those who are taking the RMD and another (non-annuity) distribution (35.1%) in 2008 quite 
surprising, since one might argue that those taking only the RMD are the most constrained by the RMD rules.

Secondary beneficiaries were significantly less likely to suspend their RMD than primary participants. Secondary 
beneficiaries with only an RMD had the lowest likelihood of any group of suspending their distribution, with less than  
1 in 5 exercising this option. 

To place the suspension rate of 35.5% in context, we calculated the suspension rates for TIAA-CREF participants who 
were drawing required minimum distributions in 2005, 2006, and 2007. This group is likely to be comparable to, and 
overlap substantially with, the set of RMD recipients for 2008. The one-year suspension rates from earlier years were 
substantially lower than the 35.5% of 2008 recipients who suspended in 2009: 2.2% of 2005 RMD recipients suspended in 
2006, 1.9% of 2006 recipients suspended in 2007, and 4.2% of 2007 recipients suspended in 2008. 

Figure 2 presents suspension rates of primary participants by deciles of the dollar amount of their 2008 RMD. The data 
show the likelihood of suspending increased smoothly with the size of the RMD over the first six deciles of the RMD 
distribution, and that it was roughly constant for the four highest deciles. Participant in the top four deciles were about 
twice as likely to suspend their distribution as participants in the bottom two deciles. It is helpful to remember that for 
the lowest deciles, ranked by the amount of the RMD, the distributions are quite modest. In the lowest four deciles, the 
average RMD is less than $5,000.

Participants with large RMDs tend to be those who have large account balances or are older, because, conditional on 
account balance, the RMD amount is increasing in the participant’s age. Figure 3 disaggregates primary beneficiaries 
by the amount of their account balances at year-end 2007, thereby providing cleaner information on the differences in 
suspension probabilities by account balances. The figure shows a smoothly increasing pattern of suspension rates by 
account size, with more than a doubling of these rates in moving from the lowest decile to the top four deciles. The highest 
account balance decile is somewhat more likely to suspend distributions – 47.7% – than participants in the second highest 
(43.7%) or third highest (41.6%) deciles. Even for the highest decile, however, the probability of suspending distributions 
is less than 50%. The data in Figure 3 challenge the view that those with large account balances would not choose to take 
distributions in the absence of the RMD rules.

Figure 4 presents additional detail on the link between total account balance and suspension probability, dividing primary 
participants into categories based on the value of their holdings rather than deciles of these holdings. This figure shows 
that the marginal relationship between wealth and suspension rates is strongest at lower levels of total account balance, 
and that after reaching the median balance – about $250,000 – there is relatively little effect of a larger balance. 

In addition to account balance, the other factor that determines the size of one’s RMD is the age of the participant. Figure 
5 examines the likelihood of a primary participant suspending their RMD by five-year age categories and deciles of 
their total TIAA-CREF assets. The figure shows that for most asset deciles, the probability of suspending distributions 
declines with age. When all participants are aggregated, over 40% of those participants between the ages of 70 and 75 
suspended their RMD. The suspension probability falls steadily: it is only 23% for participants over the age of 90. This 
pattern is consistent with a view that as individuals grow older, their distributions from retirement accounts are more 
likely to represent a source of consumable income, which they are unwilling to forego. It is also consistent with the value of 
continued tax deferral being greater for those who have a longer remaining life expectancy, and therefore are less willing 
to take withdrawals.
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3.2 Multivariate Probit Results

We now consider the relationship between suspension decisions and participant attributes in a multivariate setting. Our 
univariate results suggest that suspension probability rises with account size and falls with age. Here, we explore these 
factors jointly and also control for several additional participant characteristics that can be gleaned from administrative 
records. Table 4 reports the results of estimating probit models in for the decision to suspend distributions in 2008. The 
table shows the estimated marginal effects of each variable on the probability of suspension, along with standard errors 
for these marginal effects. We include controls for five-year age groups, age 75-79, 80-84, 85-89, and 90+. The youngest 
group, aged less than 75 years, is the excluded category. We also include indicator variables for whether the participant is 
male, whether he or she is married, the natural log of the assets that the participant held at the TIAA CREF complex, and 
indicator variables for the frequency with which the participant currently receives withdrawals. The variable measuring 
the assets held at TIAA-CREF is an imperfect measure of participant wealth. It could be low, for example, because a 
participant holds a small share of a large portfolio at TIAA-CREF, or because the participant has relatively little wealth, 
most of which is held at TIAA-CREF. These two participants might behave very differently in response to a distribution 
holiday. The two variables describing the frequency of withdrawals – an indicator for one annual payment and an indicator 
for monthly payments – can be viewed as proxies for whether the individual is relying on RMD amounts to finance 
retirement consumption. We view those who have chosen monthly payouts as more likely to be financing consumption 
with this income stream. 

The multivariate findings confirm the age gradient we found in our univariate results. Across all specifications, the 
likelihood of suspending an RMD in 2009 is monotonically decreasing with age. Relative to the omitted category of 
individuals between the ages of 70 1/2 and 74, when the specification includes only demographic information on the 
participant’s age, marital status, and gender, the probability of suspending drops by approximately 5, 8, 10 and 18 
percentage points as we move up each 5-year age range. This finding is consistent with older individuals being more 
reliant on plan distributions to finance their consumption. When we include additional covariates, such as the total assets 
held at TIAA-CREF and the participant’s asset allocation to fixed income and guaranteed return investment vehicles, the 
differential between the oldest age group and the rest declines to about 10 percentage points. This reflects a correlation 
between age and asset allocation. 

The estimated differential in the probability of suspension for men versus women is also sensitive to the set of covariates 
included. When we include only demographic variables, men appear to be 4 percentage points more likely to suspend than 
women, but when we include the total value of assets, this difference drops to 1.6 percentage points. Married participants 
are between 2.5 and 3.4 percentage points more likely to suspend. This could reflect the fact that they have a longer joint 
life expectancy than a single individual, and thus may be more concerned about holding onto assets to insure later life 
consumption, or it could reflect the fact that they are typically in more favorable economic circumstances than single 
individuals. This estimated effect of being married does not change when we control for total assets held. 

There is a substantial correlation between suspension probability and RMD payment frequency. We find that participants 
receiving monthly payments in 2008 were about 10 percentage points less likely to suspend than those taking quarterly 
withdrawals, and about 17 percentage points more likely to suspend than those taking annual withdrawals. These results 
are consistent with the interpretation that individuals who take more frequent withdrawals are more likely to be using 
the RMDs to finance retirement consumption, whereas those taking annual draws are more likely to view their RMD as a 
forced distribution. 

The value of assets held at TIAA-CREF has an economically and statistically significant effect on the suspension 
probability. A 10 percentage point increase in total assets raises the likelihood of suspension by about 0.5 percentage 
points. Participants who hold a larger share of their assets in either guaranteed investment or fixed income products 
are less likely to suspend, even when we condition on the total value of their TIAA-CREF portfolio. In one sense this is 
surprising: the value of the tax deferral associated with a tax-qualified account is greater for an asset that generates 
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interest income, or other types of income that are taxed as ordinary income, than for a common stock that generates 
dividend and capital gains income, both of which were taxed at preferential rates in 2009. It is possible that the 
investors who are most conservative in their portfolio allocation are interested in stable income flows, and that they are 
consequently less likely to alter their distributions. 

We also find that an indicator of whether or not the individual uses a TIAA-CREF financial adviser is significantly related 
to the likelihood of suspension. Those who do use such an adviser are about 6.6% more likely to suspend than those 
who do not. This may reflect the advisers being more aware of the changes in the rules governing withdrawals than the 
participants themselves, and it suggests that the advisers may have encouraged participants to take advantage of the 
holiday. Two caveats are in order, however, for interpreting this as a causal effect of advisers. First, many TIAA CREF 
participants use financial advisers who are not affiliated with TIAA CREF. Although we cannot assess the importance 
of such behavior from our administrative records alone, the participant survey described below informs this issue. 
Among the subset of individuals who answered our survey, while only 14% are classified in the administrative records 
as using a TIAA-CREF adviser, 48% report that they use a financial adviser. This may understate the effect of having an 
adviser. Second, use of an adviser is likely to be related to the participant’s total wealth, and it may be that higher wealth 
individuals are more likely to suspend regardless of whether they have an adviser or not. If so, this would overstate 
the effect of an adviser. To partly control for this possibility, we include the total value of TIAA-CREF assets in our 
specification. Even so, we caution against interpreting this coefficient as an estimate of the causal effect of using a  
financial adviser. 

Our finding that higher wealth individuals are more likely to suspend is consistent with them either having sufficient 
other income to finance their consumption, which enables them to take advantage of the favorable tax treatment of their 
tax-qualified account for a longer time, or having assets that are held outside the tax-qualified system that can be drawn 
down in lieu of qualified plan withdrawals. It is also likely that those with higher balances face higher marginal tax rates 
than their lower-wealth counterparts, so the value of tax deferral is likely to be greater for them. This creates an additional 
incentive to hold assets in tax-qualified accounts.

In several of the specifications in Table 4, we include the value of the assets that TIAA-CREF manages on behalf of the 
participant. In addition to the direct effect, we are also interested in whether the effect of other variables varies with 
the size of the account. To explore this issue, we re-estimated the model shown in column 6 of Table 4 separately for five 
quintiles of the participant wealth distribution, stratifying participants based on the value of their assets at TIAA-CREF. 
Table 5 presents the results of this estimation. The negative age gradient appears to be slightly stronger at higher wealth 
quintiles, although the pattern of coefficients is not monotonic. The general pattern, however, is consistent with older 
individuals with fewer resources being more likely to rely on distributions to finance consumption and thus less likely to 
suspend. If one compares those taking monthly draws to those taking annual draws (which can be done by subtracting 
the two coefficients, where the excluded group is those taking quarterly or semi-annual withdrawals), the difference is 
increasing across the wealth quintiles. For example, in the lowest quintile those taking monthly draws are 11 percentage 
points less likely to suspend distributions than those taking annual withdrawals. This differential monotonically increases 
across the wealth quintiles to a nearly 20 percentage point differential in the top quintile. One interpretation of this 
pattern is that individuals in the top quintile who are taking annual distributions are especially likely to be constrained by 
the RMD rules, whereas those with fewer resources and who are taking monthly distributions, are much more likely to be 
dependent on the distributions to finance consumption. 
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4. UNDERSTANDING SUSPENSION DECISIONS: SURVEY EVIDENCE ON TIAA-CREF PARTICIPANTS

The summary information on the behavior of TIAA-CREF participants offers insight on the fraction of those making 
withdrawals from tax-qualified plans who may be constrained by RMDs, but it does not provide much insight on the 
motives underlying the choices that participants make. To explore this issue, in March and May 2014 we carried out a 
survey of TIAA-CREF participants who were affected by RMD rules in 2009.  The survey population began with our panel 
of 63,859 TIAA-CREF participants who received distributions in 2008.  We excluded participants who were on a “do not 
contact” list at TIAA-CREF or fell under other contact restriction protocols.  We randomly selected 29,960 (46.9%) of the 
remaining individuals and contacted them with an email survey. Twenty-three percent of those contacted responded with 
complete surveys, yielding a sample of 6,956 survey respondents. One selection bias in our sample arises from our limiting 
the survey universe to those who were still alive in 2014. Another is that our sample may over-represent those who are 
interested in, or think about, tax-related planning issues in retirement.

The survey consisted of sixteen questions designed to help us better understand the key drivers of RMD suspension 
behavior. The questions can be grouped into three broad categories related to (1) awareness of the one year RMD 
suspension, (2) reasons for suspending (or not), and (3) the importance of RMDs and other sources of income for 
retirement well-being. Forty-eight percent of the survey respondents indicated they worked with a professional financial 
adviser, either at TIAA-CREF or elsewhere.

To investigate awareness of the RMD holiday, we asked whether participants were aware at the time (in 2009) that 
Congress had temporarily changed the tax law so that individuals were allowed to skip taking a distribution for that year. 
Fifty-five percent of the respondents indicated that they were aware; the remaining 45% were in a combined “no, don’t 
know, don’t remember” category. This may understate the knowledge of the provision at the time if some portion of the 
45% were aware but have since forgotten. Nonetheless, it does indicate that a large fraction of the population may not have 
responded simply due to lack of knowledge that this option was available. We followed up with a question for those who 
said they were aware of the distribution holiday, asking how they learned about it. The news media was the most common 
response, accounting for 63% of those who remembered knowing about the holiday. This was followed by professional 
financial advisers (22%), a family member (3%), and “another source” (12%). 

We asked all respondents to gauge the importance of various factors when determining how much money to with 
withdraw from their retirement accounts each year. Figure 6 shows more than 90% considered complying with the RMD 
rules as either very or somewhat important, compared with around 65% for other factors, which include maintaining their 
standard of living, minimizing the amount of taxes paid, and covering unusual or unexpected expenses.

A key motive for our survey was to explore the reason those who suspended, or did not suspend, distributions in 
2009 chose to do so. We asked survey respondents who had suspended their distributions to rate the importance of 
four potential factors that might have influenced their decision. Table 6 reports the findings. The potential reason for 
suspending that attracted the largest share of “very important” responses was “allowing money to continue growing 
tax free/ save on taxes.” More than 80% of respondents indicated that this was a very important consideration, and 
only two percent ranked this as unimportant. “Preserving money for older ages” and “don’t need the money to support 
current spending” were ranked “very important” by 50 and 45% of the respondents respectively, but roughly 15% of 
the respondents indicated that each of these factors was not important. Only 3% of the respondents indicated that they 
suspended distributions because they thought that the law prevented them from taking a 2009 distribution. This pattern 
of responses suggests that long-term wealth building goals, and the value of accumulating at the pre-tax rate of return for 
achieving those goals, were key considerations for those who chose to suspend. 
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Table 7 reports analogous information for the respondents who did not suspend distributions, and provides insight on the 
factors that led to their decision. In contrast to the responses about factors that were important in the decision to suspend, 
no single factor that was identified as “very important” by a majority of the respondents. Roughly one third indicated 
that they “depend on distributions for daily spending needs,” and another 27% listed this as a somewhat important factor 
in their decision not to suspend. Thirty-nine percent of those who did not suspend, however, indicated that this was not 
important in their decision-making. Another factor that was rated as very or somewhat important by more than half of the 
respondents who suspended was “view the RMD as a good guide to appropriate speed of draw-down.” Twenty-four percent 
of respondents listed this as very important, and 38% as somewhat important. 

Two factors that did not appear to be important considerations in suspension decisions were procrastination and a 
need for immediate access to assets. Eighty-three percent of the respondents who did not suspend dismissed “never got 
around to it” as not important, and 75% ranked “want easy access to funds in case of emergency” as not important. The 
latter response suggests either that participants view their assets held within tax-qualified plans as roughly as accessible 
as assets held outside such plans, or that participants have sufficient access to other financial assets outside their tax-
qualified plans so as not to need to rely on their TIAA-CREF assets in the case of an emergency.

To further explore the responses about needing RMD funds to cover spending needs, and about the value of RMDs as a 
guide to appropriate draw-down, we assigned our survey respondents to the quintile of 2007 assets under management 
into which our earlier participant data suggested they would fall. We then tabulated the suspension rate, and the responses 
to the questions “Do you view the RMD as providing some guidance on how much you can spend each year for the rest of 
your life without running out of money?” and to “If you were not required to receive the RMD from your account for one 
year, would you have other resources that you could draw upon to pay for your current spending needs?,” for respondents 
in each quintile.

Table 8 presents the findings. Just as for the participant universe from the administrative records analyzed in the 
last section, the suspension rate rises with the respondents’ total assets under management at TIAA-CREF. Those in 
the lowest quintile have a 37% suspension rate, compared with 48% for those in the highest quintile. Surprisingly, the 
percentage of survey respondents who say they could cover their spending needs declines with the amount at TIAA-CREF, 
from 88% (lowest quintile) to 79% (highest quintile). This raises the possibility that some of those who are in the lowest 
quintile may have assets at other financial services firms that they use to support consumption. 

The survey responses also suggest that those with larger asset holdings at TIAA-CREF are more likely to assign some 
guidance role to the RMD amounts. The difference of more than twenty percentage points in the response to this 
question between the participants in the lowest (36%) and highest (58%) quintiles may indicate that for those with larger 
asset holdings, who may rely more on income from assets as a source of household income, the RMD is more salient as 
a consumption guide. This evidence on the number of participants who regard the RMD as informative is potentially 
important, because as we noted earlier the RMD rules can lead to very low levels of distributions at older ages.

We also used our survey to learn about the extent to which participants view the RMD amount as a constraint on their 
distribution profile. Among those who have signed up for the minimum distribution option (MDO) at TIAA-CREF, 54.1% 
indicated that they would choose a smaller distribution if they could do so, 40.4% indicated that they would not change 
from current practice, and 5.5% indicated that they would take a larger distribution. The response of the last group is 
puzzling since they could increase their payout at any time. 

The survey responses suggest substantial heterogeneity in the factors that participants consider when they choose 
distributions from their tax-qualified plans. Taking advantage of the opportunity for accumulation of assets at the pre-
tax rate of return is clearly an important factor for many participants who chose to suspend their distributions in 2009. 
For those who chose not to suspend, a range of factors appear to have influenced their decision, with no single “most 
important” consideration. The relationship between withdrawals from retirement accounts and consumption planning 
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warrants further exploration. Even participants with large accumulated balances in their tax-qualified plans reporting that 
they view RMD requirements as a useful guide to feasible consumption spending. 

5. CONCLUSIONS AND FUTURE DIRECTIONS

Our results provide evidence on the effect of required minimum distribution rules (RMDs) on withdrawals from tax-
qualified retirement plans. They suggest that a substantial group of plan participants – our estimates suggest about 
one third – would not take distributions in a given year if it were not for these requirements. This average, however, 
masks considerable heterogeneity by age and income. The younger elderly and wealthier individuals are more likely to 
suspend when given the opportunity. The probability that a participant with a retirement account balance of less than 
$50,000 suspended distributions was about 24%, compared with 34% for a participant with a balance between $100,000 
and $150,000, and just over 40% for those with a balance above $250,000. We found very little difference in suspension 
probabilities as a function of account balance above $250,000.

These results also inform the tax versus retirement security trade-offs that exist when policy makers are designing rules 
governing distributions from tax-deferred retirement accounts. On the one hand, we find that a substantial fraction of 
participants rank tax considerations as important and would prefer to allow their accounts to grow tax free. This provides 
some support for the role of RMD regulations to limit the revenue cost of tax deferrals on assets not used to finance 
consumption in retirement. On the other hand, we find that many individuals view the RMD rules as informative with 
regard to the sustainability of their retirement distributions, despite the fact that strict adherence to RMD rules would 
lead to very low distributions at advanced ages. 

Our empirical evidence also provides a starting point for analyzing how changes in the RMD rules might affect federal 
revenues. There have been some proposals, including those advanced by Warshawsky (1998) and by the U.S. Congress 
Joint Economic Committee (2002), to remove minimum distribution requirements, raise the age at which they take effect, 
or to reform them to allow substantially greater flexibility for retirees. The revenue consequences of such changes depend 
on how they affect the total value of distributions.

In our data sample, the average distribution for primary beneficiaries, beneficiaries who had also accumulated the 
account, fell from $20,073 in 2008 to $11,500 in 2009 – a 43% decline. Because average account balances at the end of the 
prior year fell nearly 19%, from $494,590 to $401,823, between these years, the ratio of distributions to account value for 
those affected by RMDs in 2008 declined from 4.06% to 2.86%. Distributions other than RMDs, for example annuities and 
optional distributions, rose modestly as a share of assets between 2008 and 2009, so the total value of distributions from 
these accounts declined from 5.54% in 2008 to 4.54% in 2009. If our results can be extrapolated to the broader population 
of qualified plan holders -- and the larger average size of the accounts in our sample relative to the population suggests 
caution in doing this -- then they suggest that the near-term effect of eliminating RMD rules might be a decline of roughly 
20% in taxable distributions from qualified plans affected by these rules.

We are not aware of any data on the aggregate value of retirement plan assets that are subject to the RMD rules. This 
is a key input for revenue analysis. In 2011, 13.0 million tax returns reported $217.3 billion in taxable IRA distributions. 
In addition, 26.8 million returns reported $581.2 billion in pension and annuity income, although much of this income, 
for example payments from defined benefit plans, is not the result of RMD rules. If all IRA distributions were the result 
of RMD rules, but none of the pension and annuity income was triggered by RMDs, then a 20% decline in distributions 
associated with a relaxation of RMD rules would translate to a $43.4 billion decline in distributions. At an average tax 
rate of 20% on the recipients, this would imply a revenue loss of $8.7 billion. If half of the payouts in the pension and 
annuity income category were also the result of RMDs, this estimate would more than double. These estimates are both 
substantially greater than the $3.8 billion revenue estimate offered by the Joint Committee on Taxation when scoring this 
provision in 2008. 
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Although our results provide insight on the factors that affect distribution behavior, there remain data limitations. First, 
we only observe accounts at one financial institution, whereas the RMD rules apply to the set of all assets that participants 
hold in qualified plans. Participants with accounts at two financial institutions are permitted to satisfy the RMD rules by 
taking distributions only from one firm. Thus, it is possible that some participants who were taking distributions from 
TIAA-CREF accounts in 2008 changed the financial institution from which they were taking distributions for 2009, while 
continuing to take such distributions. Participants who did so would show up in our data as suspending distributions, 
while in fact they would have continued such distributions. Issues such as this are inherent to the use of participant-based 
data from a single financial institution. Sample survey data can overcome this limitation, at the cost of typically much less 
accurate information on participant account balances and decisions and at the risk of reporting error and recall bias. 

Second, we observe only the distributions, not whether the distributions affect consumption. It is possible that 
participants reinvest these payouts in financial accounts outside the qualified plan structure. For analyzing the revenue 
effects of changes to RMD rules, this distinction is inconsequential. For analyzing whether changes to RMD rules might 
affect long-term retirement security, however, it is critical. Once again, there is a tradeoff between administrative record 
data and household survey data for answering this question. 

Third, we must caution that our study is based on a one-year suspension of the RMD rules, and that the steady-state 
effects of increasing the RMD age might differ from the one-year effect. The fraction of retirees who choose not to 
withdraw assets at age 73, for example, when they have already made withdrawals at ages 71 and 72, may differ from the 
fraction that chooses to forego a distribution if the RMD age is raised to 73 1/2, because in the new policy regime some  
73 year-olds might find themselves with a need for distributions to support consumption. 
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TABLE 1: APPLICABLE DISTRIBUTION PERIOD FOR MARRIED ACCOUNT OWNERS WITH  
SPOUSAL BENEFICIARIES AND AGE DISPARITY OF LESS THAN TEN YEARS 

AGE DISTRIBUTION PERIOD REQUIRED WITHDRAWAL (% OF PREVIOUS YEAR-END BALANCE)

70 27.4 3.65%

71 26.5 3.77

75 22.9 4.37

80 18.7 5.35

85 14.8 6.76

90 11.4 8.77

95 8.6 11.63

100 6.3 15.87

105 4.5 22.22

110 3.1 32.26

> 115 1.9 52.63
 
Source: IRS Publication 590, Individual Retirement Arrangements, Appendix C, Table III, and authors’ calculations.

 
TABLE 2: DESCRIPTIVE STATISTICS: SUSPENSION-ELIGIBLE TIAA-CREF PARTICIPANTS, 2009 

MEAN MEDIAN STANDARD DEVIATION

Age in 2009 (N = 66,849) 76.7 76.7 6.4

 - Primary Participants (N = 63,859) 77.4 76.8 4.5

 - Secondary Beneficiaries (N = 2,990) 61.6 59.2 15.3

Male .568 1.0

Married .674 1.0

2007 Assets 485,313 233,302 644,537

 - Primary 494,591 240,854 651,277

 - Secondary 287,176 134,006 433,448

2008 RMD 19,573 6,765 52,350

 - Primary 20,073 7,045 53,354

 - Secondary 8,891 3,025 18,831

2009 RMD 11,140 1,663 42,581

 - Primary 11,500 1,801 43,446

 - Secondary 3,453 0 12,668

2010 RMD 20,091 6,163 66,385

 - Primary 20,771 6,549 67,668

 - Secondary 5,576 507 22,623
 
Source: Authors’ tabulations using TIAA-CREF Participant Database.
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TABLE 3: PROBABILITY OF SUSPENDING 2009 RMD DISTRIBUTION AMONG 2008 RMD DISTRIBUTORS

BENEFICIARY TYPE
DISTRIBUTION TYPE

RMD ONLY RMD + ANNUITY RMD + OTHER TOTAL

Primary 37.2% 32.1% 36.4% 36.1%

Secondary 19.5 25.4 28.5 22.7

Total 36.5 32.0 35.1 35.5
 
Source: Authors’ tabulations. See text for further details.
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TABLE 4: DETERMINANTS OF PROBABILITY OF SUSPENDING RMD - MARGINAL EFFECTS FROM PROBIT MODELS

MODEL 1 MODEL 2 MODEL 3 MODEL 4 MODEL 5 MODEL 6

Age 75-79
-0.0548

-0.0519
-0.0425

-0.0403 -0.0395 -0.0371

(0.0025) (0.0053) (0.0054) (0.0055) (0.0056) (0.0052)

Age 80-84
-0.0836

-0.0777
-0.0710

-0.0667 -0.0606 -0.0572

(0.0038) (0.0080) (0.0090) (0.0091) (0.0085) (0.0080)

Age 85-89
-0.1049

-0.0858
-0.1612

-0.0928 -0.0793 -0.0753

(0.0047) (0.0088) (0.0205) (0.0126) (0.0112) (0.0105)

Age 90+
-0.1824

-0.1536
-0.0087

-0.1498 -0.1102 -0.1071

(0.0082) (0.0157) (0.0205) (0.0204) (0.0156) (0.0150)

Male
0.0438

-0.0122
-0.0087

-0.0139 -0.0141 -0.0126

(0.0020) (0.0013) (0.0011) (0.0019) (0.0020) (0.0017)

Married
0.0276

0.0336
0.0332

0.0313 0.0276 0.0266

(0.0012) (0.0034) (0.0042) (0.0043) (0.0039) (0.0037)

Log TIAA CREF 
0.0550

0.0689
0.0707 0.0768 0.0740

 Assets 2008 (0.0056) (0.0088) (0.0096) (0.0108) (0.0104)

Monthly Payment -0.1017 -0.0982 -0.1010 -0.1004

(0.0129) (0.0134) (0.0142) (0.0140)

Annual Payment 0.0671 0.0728 0.0729 0.0752

(0.0085) (0.0099) (0.0103) (0.0105)

% Assets in
-0.1287 -0.1225 -0.1200

 Guaranteed Products (0.0175) (0.0172) (0.0168)

% Assets in Fixed 
-0.0939 -0.0978 -0.1017

 Income Products (0.0128) (0.0138) (0.0142)

Total Withdrawals = 
0.0822 0.0816

 MDO Amount? (0.0116) (0.0114)

Use Financial 0.0656

 Adviser? (0.0092)
 
Notes: Sample size = 63,859. Probit results are the marginal effects evaluated at the mean. Standard errors are shown in parentheses. 



RESEARCH DIALOGUE  AUGUST 2014  20  

TABLE 5: DETERMINANTS OF PROBABILITY OF SUSPENDING RMD:  
MARGINAL EFFECTS FROM PROBIT MODELS STRATIFIED BY TOTAL ASSET QUINTILE

PARTICIPANTS GROUPED INTO QUINTILES BASED ON ASSETS HELD AT TIAA-CREF

Lowest 
Quintile

Second  
Quintile

Third  
Quintile

Fourth  
Quintile

Highest  
Quintile

Age 75-79
-0.0117 -0.0474 -0.0411 -0.0407 -0.0466

(0.0017) (0.0059) (0.0042) (0.0034) (0.0022)

Age 80-84
-0.0378 -0.0475 -0.0522 -0.0680 -0.0855

(0.0055) (0.0059) (0.0053) (0.0057) (0.0040)

Age 85-89
-0.0696 -0.0713 -0.0412 -0.0782 -0.1322

(0.0101) (0.0088) (0.0042) (0.0065) (0.0063)

Age 90+
-0.1216 -0.1575 -0.0148 -0.1470 -0.1691

(0.0176) (0.0195) (0.0015) (0.0123) (0.0080)

Male
 0.0005 -0.0058 -0.0038 -0.0363 -0.0053

(0.0001) (0.0007) (0.0004) (0.0030) (0.0003)

Married  0.0451  0.0190  0.0343  0.0401 -0.0067

(0.0065) (0.0024) (0.0035) (0.0033) (0.0003)

Monthly Draws
-0.0661 -0.0578 -0.1156 -0.1184 -0.0881

(0.0096) (0.0072) (0.0117) (0.0099) (0.0042)

Annual Draws  0.0434  0.0787  0.0552  0.0747  0.1094

(0.0063) (0.0098) (0.0056) (0.0062) (0.0052)

% Assets in
-0.0584 -0.1013 -0.0825 -0.0871 -0.0822

 Guaranteed Products (0.0084) (0.0127) (0.0083) (0.0073) (0.0039)

% Assets in Fixed 
-0.0698 -0.0908 -0.0782 -0.0362 -0.0535

    Income Products (0.0101) (0.0113) (0.0079) (0.0030) (0.0025)

Total Withdrawals = 
 0.0713  0.1069  0.1105  0.0885  0.0533

     MDO Amount? (0.0103) (0.0133) (0.0112) (0.0074) (0.0025)

Use Financial 
 0.0796  0.1070  0.0926  0.0861  0.0683

     Adviser? (0.0115) (0.0133) (0.0094) (0.0072) (0.0032)
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TABLE 6: RATIONALE FOR SUSPENDING DISTRIBUTIONS AMONG SUSPENDERS

MOTIVE VERY IMPORTANT SOMEWHAT IMPORTANT NOT IMPORTANT

Allow Money to Continue 
to Grow Tax Free/Postpone 
Paying Taxes

81.7% 16.2% 2.1%

Preserve More Money for 
Older Ages

49.7 34.9 15.4

Don’t Need the Money to 
Support Current Spending

44.7 41.7 13.6

Thought I was not Allowed 
to Take a Distribution in 
2009

3.4 4.6 91.9

 
Source: Authors’ tabulations using from survey responses from TIAA-CREF distribution recipient survey described in text. 

TABLE 7: RATIONALE FOR NOT SUSPENDING DISTRIBUTIONS (AMONG NON-SUSPENDERS)

MOTIVE VERY IMPORTANT SOMEWHAT IMPORTANT NOT IMPORTANT

Depend on Distributions for 
Daily Spending Needs

33.8% 27.0% 39.2%

View RMD as Good Guide 
to Appropriate Speed of 
Drawdown

24.0 37.5 38.5

Want Easy Access to Funds 
in Case of Emergency

6.1 18.8 75.1

Uncertain About What to do 20.2 36.8 42.9

Never Got Around to it 7.7 9.5 82.8
 
Source: Authors’ tabulations using from survey responses from TIAA-CREF distribution recipient survey described in text. 

TABLE 8: SUSPENSION RATE BY ASSET QUINTILE (SURVEY PARTICIPANTS)

ASSET QUINTILE, 2007 SUSPENSION RATE
ABLE TO COVER 
SPENDING NEEDS?

ARE RMDS A GUIDE TO 
SPENDABLE AMOUNT?

Lowest (N=620) 37.3% 88.0% 36.0%

Second (N=1083) 42.7 85.1 43.4

Third (N=1474) 46.5 84.4 47.3

Fourth (N=2014) 47.4 82.0 53.6

Highest (N=2581) 48.4 78.8 57.5

 Source: Authors’ tabulations using from survey responses from TIAA-CREF distribution recipient survey described in text. 
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FIGURE 1: NOMINAL AND REAL VALUE OF REQUIRED MINIMUM DISTRIBUTIONS

Note: Calculations assume an initial principal of $100,000, invested at a nominal 5% return with a 2.5% inflation rate.
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FIGURE 2: PROBABILITY OF SUSPENDING DISTRIBUTION IN 2009 BY DECILE OF 2008 DISTRIBUTION

Source: Authors’ tabulations of TIAA-CREF data as described in the text.
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FIGURE 3: PROBABILITY OF SUSPENDING DISTRIBUTION IN 2009 BY DECILE OF TOTAL TIAA-CREF ASSETS

 

Source: Author tabulations of TIAA-CREF as described in the text.
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FIGURE 4: PROBABILITY OF SUSPENDING 2009 DISTRIBUTION BY AMOUNT OF 2008 TIAA-CREF ASSETS

Source: Authors’ tabulations of TIAA-CREF data as described in the text. 
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FIGURE 5: PROBABILITY OF SUSPENDING DISTRIBUTION IN 2009, BY 2007 TIAA-CREF ASSETS AND AGE 

 

Source: Authors’ tabulations of TIAA-CREF data as described in the text.
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FIGURE 6: IMPORTANCE OF VARIOUS FACTORS IN DETERMINING RETIREMENT DISTRIBUTION

.Source: Authors’ tabulations of survey data from TIAA-CREF as described in the text.


