
why is financial planning for
retirement critically important
why is financial planning for retirement critically important is a question
that resonates with millions approaching the later stages of their working
lives. Retirement marks a significant transition, often accompanied by a
shift from earning a steady paycheck to relying on savings, investments, and
social benefits. Thorough financial planning for retirement ensures that
individuals can maintain their desired lifestyle, cover healthcare costs, and
manage unexpected expenses without financial stress. This article explores
the critical reasons behind retirement planning, highlighting the benefits of
early and strategic preparation. It also discusses key components such as
budgeting, investment strategies, and risk management that contribute to a
secure retirement. Understanding why is financial planning for retirement
critically important empowers individuals to make informed decisions that
safeguard their financial future. The following sections will delve deeper
into the necessity, benefits, challenges, and best practices associated with
retirement financial planning.
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Key Benefits of Early Retirement Planning

Common Challenges in Retirement Financial Planning

Essential Components of a Successful Retirement Plan
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The Necessity of Financial Planning for
Retirement
Financial planning for retirement is fundamentally necessary to ensure long-
term financial security and independence after one stops working. Without a
well-thought-out retirement plan, individuals risk outliving their savings or
facing reduced quality of life during their retirement years. The rising cost
of living, increased healthcare expenses, and longevity trends make it
imperative to prepare financially. Planning helps anticipate future needs and
aligns current financial behaviors with long-term goals.



Impact of Longevity on Retirement Planning
As life expectancy continues to increase, retirees must plan for a
potentially longer retirement period than previous generations. This
longevity means that retirement savings need to last 20, 30, or even 40
years, making financial planning crucial to avoid depletion of resources.
Failure to account for a longer lifespan can result in insufficient funds to
cover living expenses and medical care.

Inflation and Cost of Living Adjustments
Inflation gradually diminishes the purchasing power of money over time,
affecting retirees who rely on fixed incomes. Financial planning incorporates
strategies to protect assets from inflation's eroding effects, ensuring that
retirees maintain their standard of living despite rising costs. Proper
planning involves estimating future expenses and adjusting savings goals
accordingly.

Key Benefits of Early Retirement Planning
Starting retirement planning early offers considerable advantages, primarily
through the power of compound interest and disciplined saving habits. Early
planning allows for gradual accumulation of wealth, reducing the need for
drastic financial adjustments later in life. It also provides flexibility in
investment choices and the opportunity to recover from market downturns.

Compound Interest and Wealth Accumulation
One of the greatest benefits of early retirement planning is the ability to
leverage compound interest, where earnings on investments generate their own
earnings. Over time, this exponential growth significantly increases the
total retirement fund, thereby reducing stress and increasing financial
security.

Flexibility and Risk Management
Early planners can afford to take calculated investment risks, balancing
growth-oriented assets with safer options as retirement approaches. This
flexibility enhances the potential for higher returns while managing risk
exposure effectively. It also allows time to adjust plans based on changing
circumstances and market conditions.



Common Challenges in Retirement Financial
Planning
Despite its importance, many individuals face obstacles that impede effective
retirement planning. These challenges can arise from behavioral factors,
economic uncertainties, and gaps in financial knowledge. Recognizing these
barriers is essential to developing strategies that overcome them.

Underestimating Retirement Expenses
A frequent mistake is underestimating the amount of money needed for
retirement, especially regarding healthcare, housing, and lifestyle costs.
Failure to accurately project these expenses can lead to inadequate savings
and financial hardship during retirement.

Market Volatility and Economic Changes
Fluctuations in financial markets and economic downturns can significantly
impact retirement savings. Unexpected events such as recessions or inflation
spikes require adaptable financial plans that can withstand volatility and
preserve capital.

Essential Components of a Successful Retirement
Plan
A comprehensive retirement plan includes several critical components designed
to ensure financial stability and peace of mind. These elements work together
to address income generation, risk management, and legacy planning.

Budgeting and Expense Management
Effective budgeting identifies expected income sources and anticipated
expenses during retirement. It helps retirees allocate resources efficiently
and avoid overspending. Budgeting also involves planning for emergencies and
unexpected costs.

Diversified Investment Portfolio
Diversification across asset classes reduces risk and enhances the potential
for steady returns. A well-balanced portfolio typically includes stocks,
bonds, real estate, and other investment vehicles tailored to the
individual’s risk tolerance and retirement timeline.



Insurance and Healthcare Planning
Healthcare expenses often increase with age, making insurance coverage a
vital part of retirement planning. Long-term care insurance, Medicare
supplements, and other policies help manage medical costs and protect assets.

Strategies to Maximize Retirement Savings
Implementing effective strategies can significantly increase retirement
savings and improve financial outcomes. These techniques encompass saving
tactics, tax planning, and income diversification.

Regular Contributions: Consistently contributing to retirement accounts1.
such as 401(k)s or IRAs maximizes savings potential and benefits from
employer matches.

Tax-Advantaged Accounts: Utilizing accounts that offer tax deductions or2.
tax-free growth helps enhance net returns and reduces tax liabilities.

Debt Reduction: Minimizing debt before retirement frees up income for3.
savings and reduces financial strain during retirement.

Delayed Social Security Benefits: Postponing Social Security claims can4.
increase monthly benefits, providing a larger income base in later
years.

Periodic Plan Reviews: Regularly reviewing and adjusting retirement5.
plans ensures alignment with changing goals, market conditions, and life
events.

Frequently Asked Questions

Why is financial planning for retirement critically
important?
Financial planning for retirement is critically important because it ensures
that individuals have sufficient resources to maintain their desired
lifestyle when they are no longer earning a regular income. It helps manage
risks, plan for healthcare costs, and provides financial security and peace
of mind.



How does early financial planning impact retirement
security?
Starting financial planning early allows individuals to benefit from compound
interest, accumulate more savings over time, and have greater flexibility in
their investment choices. Early planning reduces the pressure to save large
amounts later and helps build a more secure retirement fund.

What are the risks of not having a financial plan
for retirement?
Without a financial plan, individuals risk outliving their savings, facing
unexpected expenses without a backup, and experiencing reduced quality of
life during retirement. They may also struggle with debt, inadequate
healthcare coverage, and lack of financial independence.

How can financial planning help manage healthcare
costs in retirement?
Financial planning helps anticipate and allocate funds for healthcare
expenses, which tend to increase with age. By planning ahead, retirees can
invest in appropriate insurance, set aside emergency funds, and budget for
long-term care, reducing the financial burden of medical costs.

What role does inflation play in retirement
financial planning?
Inflation decreases the purchasing power of money over time, meaning that the
cost of living will likely be higher in retirement than today. Financial
planning takes inflation into account to ensure that retirement savings grow
sufficiently to cover future expenses.

How does retirement financial planning contribute to
peace of mind?
Having a solid financial plan for retirement reduces uncertainty about the
future, allowing individuals to feel confident that they can cover their
expenses and enjoy their retirement years without financial stress. This
peace of mind improves overall well-being and quality of life.

Can financial planning for retirement help achieve
personal goals beyond basic needs?
Yes, effective financial planning can help retirees not only cover basic
living expenses but also pursue personal goals such as traveling, hobbies,
supporting family, or philanthropy. It ensures that they have the financial
freedom to enjoy a fulfilling and meaningful retirement.



Additional Resources
1. Secure Your Future: The Essential Guide to Retirement Planning
This book delves into the fundamental reasons why financial planning is
crucial for a comfortable retirement. It covers strategies for budgeting,
investing, and managing risks to ensure a steady income after leaving the
workforce. Readers will gain insight into common pitfalls and how to avoid
them, making it a practical guide for all ages.

2. Retire Smart: Understanding the Importance of Early Financial Planning
Focusing on the benefits of starting retirement planning early, this book
explains how time and compound interest work in your favor. It highlights the
dangers of procrastination and offers actionable steps to build a solid
financial foundation. The author uses real-life examples to illustrate the
long-term impact of wise financial decisions.

3. The Retirement Crisis: Why You Can’t Afford to Ignore Financial Planning
This compelling read discusses the growing challenges many face due to
inadequate retirement savings. It examines economic trends, healthcare costs,
and inflation, emphasizing why proactive financial planning is more important
than ever. The book urges readers to take control of their financial future
before it’s too late.

4. Money Matters: How Proper Retirement Planning Secures Your Golden Years
Exploring the psychological and financial benefits of retirement planning,
this book shows how proper management of resources can lead to stress-free
retirement. It covers investment options, tax planning, and estate
considerations, providing a comprehensive overview for readers. The
straightforward language makes complex topics accessible to everyone.

5. Financial Freedom After 60: The Critical Role of Retirement Planning
Targeted at those approaching retirement age, this book stresses the
importance of having a clear financial plan to maintain independence and
lifestyle. It provides strategies for maximizing savings, managing
withdrawals, and protecting assets. The author also discusses how to adapt
plans to changing circumstances in later life.

6. Retirement Ready: Building a Financial Plan That Lasts
A step-by-step guide to creating a robust retirement plan, this book outlines
key components such as emergency funds, diversified portfolios, and
insurance. It emphasizes the need for customization based on individual goals
and risk tolerance. Readers learn how to evaluate their current financial
status and make informed adjustments.

7. The Power of Planning: Ensuring Financial Stability in Retirement
This book highlights the direct correlation between thorough retirement
planning and financial stability during retirement years. It explains various
saving vehicles and the importance of continuous review and adjustment of
plans. The author encourages proactive engagement to avoid financial
hardships later in life.



8. Why Retirement Planning Can’t Wait: Securing Your Financial Future Today
Addressing common misconceptions about retirement planning, this book argues
that delaying action can have severe consequences. It offers practical advice
on setting goals, estimating expenses, and creating a sustainable income
stream. The narrative motivates readers to prioritize retirement planning
regardless of their current age.

9. The Retirement Blueprint: A Critical Approach to Financial Planning
This book presents a holistic view of retirement planning, integrating
financial, emotional, and lifestyle factors. It discusses why neglecting any
aspect can undermine retirement security. Readers are guided through creating
a personalized blueprint that balances saving, spending, and enjoying
retirement years confidently.
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impending doom in regards to Social Security many Americans are still counting on their social
security payments to support them through their retirement. The sad fact is that it simply isn't
possible because the money isn't there.
  why is financial planning for retirement critically important: The Conceptual Foundations
of Investing Bradford Cornell, Shaun Cornell, Andrew Cornell, 2018-09-19 The need-to-know
essentials of investing This book explains the conceptual foundations of investing to improve
investor performance. There are a host of investment mistakes that can be avoided by such an
understanding. One example involves the trade-off between risk and return. The trade-off seems to
imply that if you bear more risk you will have higher long-run average returns. That conclusion is
false. It is possible to bear a great deal of risk and get no benefit in terms of higher average return.
Understanding the conceptual foundations of finance makes it clear why this is so and, thereby,
helps an investor avoid bearing uncompensated risks. Another choice every investor has to make is
between active versus passive investing. Making that choice wisely requires understanding the
conceptual foundations of investing. • Instructs investors willing to take the time to learn all of the
concepts in layman’s terms • Teaches concepts without overwhelming readers with math • Helps
you strengthen your portfolio • Shows you the fundamental concepts of active investing The
Conceptual Foundations of Investing is ultimately for investors looking to understand the science
behind successful investing.
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to insights drawn from behavioral finance, this book analyzes the perspectives of individuals with
regard to their financial situation in retirement and compares the actions they take with ideal

https://test.murphyjewelers.com/archive-library-803/pdf?ID=MoA49-7006&title=why-is-financial-planning-for-retirement-critically-important.pdf
https://test.murphyjewelers.com/archive-library-204/pdf?docid=wPE32-2457&title=critical-care-nursing-interview-questions.pdf
https://test.murphyjewelers.com/archive-library-204/pdf?docid=wPE32-2457&title=critical-care-nursing-interview-questions.pdf


behavior. The work provides new insights into the broadly defined topic of individual
retirement-specific financial planning behavior.
  why is financial planning for retirement critically important: The SAGE Encyclopedia of
Economics and Society Frederick F. Wherry, Juliet B. Schor, Consulting Editor, 2015-09-01
Economics is the nexus and engine that runs society, affecting societal well-being, raising standards
of living when economies prosper or lowering citizens through class structures when economies
perform poorly. Our society only has to witness the booms and busts of the past decade to see how
economics profoundly affects the cores of societies around the world. From a household budget to
international trade, economics ranges from the micro- to the macro-level. It relates to a breadth of
social science disciplines that help describe the content of the proposed encyclopedia, which will
explicitly approach economics through varied disciplinary lenses. Although there are encyclopedias
of covering economics (especially classic economic theory and history), the SAGE Encyclopedia of
Economics and Society emphasizes the contemporary world, contemporary issues, and society.
Features: 4 volumes with approximately 800 signed articles ranging from 1,000 to 5,000 words each
are presented in a choice of print or electronic editions Organized A-to-Z with a thematic Reader's
Guide in the front matter groups related entries Articles conclude with References & Future
Readings to guide students to the next step on their research journeys Cross-references between
and among articles combine with a thorough Index and the Reader's Guide to enhance
search-and-browse in the electronic version Pedagogical elements include a Chronology of
Economics and Society, Resource Guide, and Glossary This academic, multi-author reference work
will serve as a general, non-technical resource for students and researchers within social science
programs who seek to better understand economics through a contemporary lens.
  why is financial planning for retirement critically important: The Smart Stepfamily Guide
to Financial Planning Ron L. Deal, Greg S. Pettys, David O. Edwards, 2019-09-17 Money issues are a
frequent source of conflict in all marriages. But blended families are a monetary minefield. Debts,
bills, and child support payments from previous relationships often influence the finances of a
blended family. And planning for college expenses, retirement, and inheritance gets even more
complicated in remarriage. These issues can explode couple unity and blow up developing family
harmony. However, proper blended family money management can make money an asset to your
relationship, not a liability. The authors use over 50 years of combined financial planning and
blended family educational experience to help you envision your combined financial future and plan
for how you'll get there. You'll discover practical ways to merge your current financial realities and
protect your marriage while doing so. Get real-world financial advice specific to unique blended
family legal and relational matters so you can provide for your family both now and in the future.
  why is financial planning for retirement critically important: Tax Treatment of Life
Insurance Products and Policyholders United States. Congress. Senate. Committee on Finance,
1984
  why is financial planning for retirement critically important: A Quarter Century of
Pension Reform in Latin America and the Caribbean Carolin A. Crabbe, 2005
  why is financial planning for retirement critically important: Comprehensive Financial
Planning Strategies for Doctors and Advisors David Edward Marcinko, Hope Rachel Hetico,
2014-12-09 Drawing on the expertise of multi-degreed doctors, and multi-certified financial advisors,
Comprehensive Financial Planning Strategies for Doctors and Advisors: Best Practices from Leading
Consultants and Certified Medical PlannersTM will shape the industry landscape for the next
generation as the current ecosystem strives to keep pace. Traditional generic products and
sales-driven advice will yield to a new breed of deeply informed financial advisor or Certified
Medical PlannerTM. The profession is set to be transformed by cognitive-disruptors that will
significantly impact the $2.8 trillion healthcare marketplace for those financial consultants serving
this challenging sector. There will be winners and losers. The text, which contains 24 chapters and
champions healthcare providers while informing financial advisors, is divided into four sections
compete with glossary of terms, CMPTM curriculum content, and related information sources. For



ALL medical providers and financial industry practitioners For NEW medical providers and financial
industry practitioners For MID-CAREER medical providers and financial industry practitioners For
MATURE medical providers and financial industry practitioners Using an engaging style, the book is
filled with authoritative guidance and healthcare-centered discussions, providing the tools and
techniques to create a personalized financial plan using professional advice. Comprehensive
coverage includes topics likes behavioral finance, modern portfolio theory, the capital asset pricing
model, and arbitrage pricing theory; as well as insider insights on commercial real estate; high
frequency trading platforms and robo-advisors; the Patriot and Sarbanes–Oxley Acts; hospital
endowment fund management, ethical wills, giving, and legacy planning; and divorce and other
special situations. The result is a codified must-have book, for all health industry participants, and
those seeking advice from the growing cadre of financial consultants and Certified Medical
PlannersTM who seek to do well by doing good, dispensing granular physician-centric financial
advice: Omnia pro medicus-clientis. RAISING THE BAR The informed voice of a new generation of
fiduciary advisors for healthcare
  why is financial planning for retirement critically important: Innovative Mobile and
Internet Services in Ubiquitous Computing Leonard Barolli, 2024-06-30 With the proliferation of
wireless technologies and electronic devices, there is a fast growing interest in Ubiquitous and
Pervasive Computing (UPC). The UPC enables to create a human-oriented computing environment
where computer chips are embedded in everyday objects and interact with physical world. Through
UPC, people can get online even while moving around, thus having almost permanent access to their
preferred services. With a great potential to revolutionize our lives, UPC also poses new research
challenges. The aim of the book is to provide latest research findings, methods and development
techniques, challenges, and solutions from both theoretical and practical perspectives related to
UPC with an emphasis on innovative, mobile and Internet services.
  why is financial planning for retirement critically important: AI's Take on Money,
Volume I Sandy Y. Greenleaf, Are you ready to take control of your financial future? AI's Take on
Money is your comprehensive guide to mastering money management and achieving your financial
goals. Written with the help of cutting-edge artificial intelligence, this book offers a fresh and
innovative perspective on personal finance. In this groundbreaking book, you'll discover: * The
fundamentals of money and how to make it work for you * Proven strategies for setting financial
goals and creating a foolproof plan * Expert advice on budgeting, saving, and expense management *
Insights into earning more income and building a successful career * The secrets to investing wisely
and building long-term wealth * Practical tips for managing credit, debt, and taxes * Strategies for
protecting your assets and securing your financial future * The importance of financial planning in
relationships and estate planning * The latest financial technology and tools to simplify money
management * Techniques for overcoming financial biases and making smart decisions Whether
you're just starting your financial journey or looking to take your money management skills to the
next level, AI's Take on Money has something for everyone. With its engaging writing style, practical
advice, and comprehensive coverage of all aspects of personal finance, this book is your ultimate
guide to financial success. Developed by a team of experts passionate about democratizing
knowledge for the betterment of human lives, AI's Take on Money distills the wisdom of artificial
intelligence into accessible and actionable insights. By curating the right questions and leveraging
the power of AI, this book delivers a truly unique and valuable perspective on money management.
Don't miss this opportunity to transform your financial life and secure a brighter future. Get your
copy of AI's Take on Money today and start taking control of your money like never before!
  why is financial planning for retirement critically important: Tax Treatment of Life
Insurance United States. Congress. House. Committee on Ways and Means. Subcommittee on Select
Revenue Measures, 1984
  why is financial planning for retirement critically important: Financial Literacy and
Responsible Finance in the FinTech Era John O.S. Wilson, Georgios A. Panos, Chris Adcock,
2021-07-21 A growing body of evidence suggests that financial literacy plays an important role in



financial well-being, and that differences in financial knowledge acquired early in life can explain a
significant part of financial and more general well-being in adult life. Financial technology (FinTech)
is revolutionizing the financial services industry at an unrivalled pace. Views differ regarding the
impact that FinTech is likely to have on personal financial planning, well-being and societal welfare.
In an era of mounting student debt, increased (digital) financial inclusion and threats arising from
instances of (online) financial fraud, financial education and enlightened financial advising are
appropriate policy interventions that enhance financial and overall well-being. Financial Literacy
and Responsible Finance in the FinTech Era: Capabilities and Challenges engages in this important
academic and policy agenda by presenting a set of seven chapters emanating from four parallel
streams of literature related to financial literacy and responsible finance. The chapters in this book
were originally published as a special issue of The European Journal of Finance.
  why is financial planning for retirement critically important: Why the Real Estate Boom
Will Not Bust - And How You Can Profit from It David Lereah, 2007-12-18 We are experiencing a
historic wealth-building opportunity, says David Lereah, chief economist for the National Association
of Realtors. As Lereah has predicted, the double-digit appreciation boom–far from a real estate
“bubble”–is winding down to a healthy real estate expansion that will keep the long-term
fundamentals for housing strong into the foreseeable future. To ensure that you don’t miss out,
Lereah provides the tools, information, and analysis you need to become a savvy real estate investor.
  why is financial planning for retirement critically important: Management Practices for
Engaging a Diverse Workforce Manish Gupta, 2020-11-01 This unique volume shows how to
tackle the challenges of diversity in the workplace. It addresses the need to keep the workforce
engaged while taking into consideration the diverse backgrounds of employees. The book explores
12 themes of workforce diversity and culture, including differences of race, religion, gender,
sexuality, income class, education level, marital status, generation/age, physical ability, and more.
Focusing on the benefits of engaging a diverse workforce, the volume considers the issue through
the different stages of the human resource process, including recruitment, selection, performance
appraisal, demand forecasting, supply forecasting, job description and specification, job analysis and
evaluation, training and development, career planning and development, succession planning, etc.
Employing an abundance of case studies, the volume enables readers to comprehend what it means
to have a diverse workforce and how to engage such a workforce for the betterment of the
employees as well as the employer. The volume acts as a textbook for courses on diversity in human
resource management as well as a valuable resource for HRM and other management professionals.
The discussions and questions sections will be useful for faculty, and the short case studies are
designed to keep students interested and engaged.
  why is financial planning for retirement critically important: Retire on Real Estate K.
Anderson, 2017-09-14 This book exposes the cracks in most retirement portfolios, then opens your
eyes to the benefits of rental income. With pensions slashed, savings slim, and Social Security
insufficient and unpredictable, most people won't have nearly enough money to last them through
their retirement years, but seasoned real estate investor and landlord K. Kai Anderson proves that
real estate is an investment that anyone can dive into to fund their retirement…lucratively! Not
leaving anything to question, Retire on Real Estate also lays out a complete plan of action, including
how to: Get started--by either purchasing property or converting your residence into a rental Reduce
the risk of vacancies, repairs, and problem tenants Spot smart investments Choose the right
mortgage, or even out-of-the-box financing options Trade up to more profitable properties Don’t
wager your retirement on Social Security, dividends, and unpredictable bull markets. Real estate is
an investment that will always pay off--if done correctly.
  why is financial planning for retirement critically important: 5 W's of Financial
Planning Dr Vimal Krishna Rajput, 2021-11-17 In his book, author Vimal Rajput will take you
through a step-by-step approach on how to envision your financial goals, plan for them, and achieve
them. Inspired by the five W’s of life, this book, 5 W’s of Financial Planning, helps you understand
and formulate your complete financial plan by asking five essential questions: What is financial



planning? Why is financial planning important? When should you do financial planning? What should
you do in financial planning? Who should do your financial planning? You might have just started
earning or you might be comfortably placed within your job; it does not matter which stage of life
you are currently in; this book will give a process-oriented approach to enable you to perform
financial planning all by yourself, and take control of your future, financially.
  why is financial planning for retirement critically important: The Smart Woman's Guide to
Planning for Retirement Mary Hunt, 2013-11-05 What does a woman want to do when she retires?
Travel? Pursue hobbies? Spend time with friends and family? We all have dreams about what those
days will be like. But when it comes to turning those dreams into reality, women's retirement
confidence and know-how is low. According to a 2012 survey, 92 percent of women of all ages in this
country don't feel they're educated enough to reach their retirement savings goals. For the woman
who doesn't know where to start or would like a knowledgeable guide who speaks her language,
financial expert Mary Hunt offers a comprehensive but approachable resource for saving and
planning for retirement. Whether she feels entitled to retire at age 65, hopes she'll be able to stop
working someday, or is convinced she'll never be able to retire, every woman will find real help in
these pages. With her signature no-nonsense, energetic style, Hunt assures women that it's only too
late if they don't start now. She clearly covers every aspect of retirement planning during every
season of a woman's life, giving women the confidence they need to shape their futures.
  why is financial planning for retirement critically important: Here's the Plan Dixie Allen,
2006 This gives tips ideas and strategies on a Personal Finance.
  why is financial planning for retirement critically important: Confessions of a Financial
Planner: How to Get Great Advice & Avoid Financial Scams David Holland, 2011-07-08 In
Confessions of a Financial Planner: How to Get Great Advice & Avoid Financial Scams, author and
adviser, David D. Holland, demystifies the process of choosing an investment adviser or planner. He
also raises the red flag in an effort to expose those who could potentially bring financial harm. Filled
with David's practical insights from 20 years of financial services experience, this book provides
plain English answers to critical questions, such as: How do I find the best adviser for me? What
questions should I ask? How do I know an adviser has my best interests at heart? How can I lessen
my chances of becoming the victim of a financial scam?
  why is financial planning for retirement critically important: Congressional Record United
States. Congress, 2002
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