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Harnessing

Improving participant outcomes through re-enrollments
 inertia

b y  N a t e  M i l e s  a N d  M e g a N  y o s t

Nearly every conversation we have with U.S. plan sponsors 
centers around one question: How can they help participants 
make the most of their plan’s investment menu? After all, despite 
significant and thoughtful efforts by plan sponsors to improve 
retirement readiness, many participants simply aren’t taking 
advantage of these benefits—and most probably haven’t even 
noticed any changes to their plans.
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Watch Brigitte Madrian discuss driving participant enrollment.

structure. But a re-enrollment doesn’t have to be a 
wholesale re-imagining of a plan—and doesn’t have to 
break the bank. Instead, a plan sponsor may choose 
simply to move some or all participants into target 
date funds or other age-appropriate qualified default 
investment alternatives (QDIAs).

That was the approach taken by DHL, which last 
year moved all 17,000 of its plan participants into 
a default TDF after finding that many participants 
weren’t investing appropriately. “The old default 
option was cash, and we found that there were just 
too many people who had all their savings in cash,” 
says DHL Treasurer Robert Whitaker, who also is 
chairman of the firm’s employee benefits committee. 
Whitaker expects that more than 90% of participants 
are now using DHL’s default TDF option. “Time will 
tell whether that same inertia will keep people where 
they are,” he says. 

Whitaker and his colleagues began to plan DHL’s 
re-enrollment in late 2013, and gave themselves a six-
month window not only to revamp the plan’s entire 
lineup of investment choices—including choosing 
a default TDF—but also to spread the message to 
plan participants. “There was a lot of concern about 
employee disruption,” he says. “But in the end, only a 
few people opted out.”

Employers frequently are concerned about the 
potential fallout from announcing a re-enrollment. 
They wonder if employees will push back, possibly 
out of resentment that their employer is tinkering 
with their retirement plan. These fears generally 
are unfounded. A strong communications strategy 
that outlines the goals of your actions will help 
participants understand—and even appreciate—
your approach. DHL held more than two dozen 
training sessions at locations around the United 
States and sent a detailed, very readable brochure 
to participants to explain the reasons for the re-
enrollment and what it would mean for them. 

Like many employers, DHL found that re- 
enrollment costs were minimal. The company  
called on partners such as its recordkeeper and its 
investment manager to lend a hand, and the firms 
provided free participant education about invest-
ment options. “The resources spent were minimal 
compared to the impact,” says Whitaker. “We were 
able to get big savings both for our company and for 
our employees. But we also got the benefit of well-
diversified portfolios for our plan participants, and 
that was huge.” ●
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The good news is that there is a relatively easy 
and cost-effective way to address this question: Re-
enrollment programs can help increase participation 
in default plan options such as age-appropriate 
investment vehicles. Consider that when target 
date funds (TDFs) are added to a plan’s existing 
investment menu, the adoption rate sits at just 5%, 
according to recent data from J.P. Morgan.  But 
when TDFs are part of a re-enrollment process, that 
adoption rate skyrockets as high as 85%.1 

Changing Behavior
Research shows that individual investors often get 
in their own way when it comes to managing their 
portfolios.2 When we look at the asset allocations 
of our clients’ participants, we frequently see that 
older investors have too much of their savings in 
stocks, while younger investors often have too little 
equity exposure. 

There’s little evidence that these participants are 
likely to adopt more appropriate asset allocations. 
Indeed, behavioral finance experts have long noted 
that inertia is often to blame for investors’ poor 
results. In their book Nudge, Richard Thaler and Cass 
Sunstein note that “when content is complicated—
maybe even foreign—and choices are numerous, 
people are more likely to use short-cutting strategies 
that may not always be in their best interest.”3

Fortunately, re-enrollment strategies take 
advantage of the very same behavior that can present 
a challenge to plan sponsors and participants alike. 
That tendency toward inertia can be leveraged to 
course-correct participants through re-enrollment—
particularly those participants with longer tenures, 
who may have joined the plan before the introduction 
of options such as TDFs. 

a Simple Solution
If re-enrollments are so effective, why doesn’t every 
plan sponsor conduct them? In our conversations, we 
often hear concerns about the operational complexi-
ties and resources involved with rearranging a plan’s 

Re-enrollment strategies take advantage of 
inertia—the same behavior that challenges 
plan sponsors and participants alike.
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About Us
For nearly four decades, State Street Global Advisors has 
been committed to helping our clients, and the millions who 
rely on them, achieve financial security. We partner with 
many of the world’s largest, most sophisticated investors and 
financial intermediaries to help them reach their goals 
through a rigorous, research-driven investment process 
spanning both indexing and active disciplines. With trillions* 
in assets, our scale and global reach offer clients access to 
markets, geographies and asset classes, and allow us to deliver 
thoughtful insights and innovative solutions.

State Street Global Advisors is the investment management arm 
of State Street Corporation.

* �Assets�under�management�were�$2.24�trillion�as�of�December�31,�2015.�AUM�reflects�approx.�
$22.0�billion�(as�of�December�31,�2015)�with�respect�to�which�State�Street�Global�Markets,�LLC�
(SSGM)�serves�as�marketing�agent;�SSGM�and�State�Street�Global�Advisors�are�affiliated.
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SSGA�Target�Date�Fund�are�designed�for�investors�expecting�to�retire�around�the�year�
indicated�in�each�fund’s�name.�When�choosing�a�Fund,�investors�should�consider�whether�
they�anticipate�retiring�significantly�earlier�or�later�than�age�65�even�if�such�investors�
retire�on�or�near�a�fund’s�approximate�target�date.�There�may�be�other�considerations�
relevant�to�fund�selection�and�investors�should�select�the�fund�that�best�meets�their�
individual�circumstances�and�investment�goals.�The�funds’�asset�allocation�strategy�
becomes�increasingly�conservative�as�it�approaches�the�target�date�and�beyond.�The�
investment�risks�of�each�Fund�change�over�time�as�its�asset�allocation�changes.�

The�views�expressed�in�this�material�are�the�views�of�SSGA�Defined�Contribution�
through�the�period�ended�February�28,�2015,�and�are�subject�to�change�based�on�market�
and�other�conditions.�This�document�contains�certain�statements�that�may�be�deemed�
forward-looking�statements.�Please�note�that�any�such�statements�are�not�guarantees�of�
any�future�performance,�and�actual�results�or�developments�may�differ�materially�from�
those�projected.�The�information�provided�does�not�constitute�investment�advice�and�it�
should�not�be�relied�on�as�such.�It�should�not�be�considered�a�solicitation�to�buy�or�an�
offer�to�sell�a�security.�It�does�not�take�into�account�any�investor’s�particular�investment�
objectives,�strategies,�tax�status�or�investment�horizon.

There�are�risks�associated�with�investing�in�Real�Assets�and�the�Real�Assets�sector,�
including�real�estate,�precious�metals�and�natural�resources.�Investments�can�be�
significantly�affected�by�events�relating�to�these�industries.

Standard�deviation�is�a�historical�measure�of�the�volatility�of�returns.�If�a�portfolio�has�a�
high�standard�deviation,�its�returns�have�been�volatile;�a�low�standard�deviation�indicates�
returns�have�been�less�volatile.�Standard�Deviation�is�normally�shown�over�a�time�period�
of�36�months,�but�the�illustrations�noted�in�this�material�may�reflect�a�shorter�time�
frame.�This�may�not�depict�a�true�historical�measure,�and�shouldn’t�be�relied�upon�as�an�
accurate�assessment�of�volatility.

Unless�otherwise�noted,�the�opinions�of�the�authors�provided�are�not�necessarily�
those�of�State�Street.�The�experts�are�not�employed�by�State�Street�but�may�receive�
compensation�from�State�Street�for�their�services.�Views�and�opinions�are�subject�to�
change�at�any�time�based�on�market�and�other�conditions.�You�should�consult�your�tax�
and�financial�advisor.�All�material�has�been�obtained�from�sources�believed�to�be�reliable.�
There�is�no�representation�or�warranty�as�to�the�accuracy�of�the�information,�and�State�
Street�shall�have�no�liability�for�decisions�based�on�such�information.

Investing�involves�risk,�including�the�risk�of�loss�of�principal.�The�whole�or�any�part�of�this�
work�may�not�be�reproduced,�copied�or�transmitted�or�any�of�its�contents�disclosed�to�
third�parties�without�SSGA’s�express�written�consent.

Diversification�does�not�ensure�a�profit�or�guarantee�against�loss.�


