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Towards a National Framework to Address 
Retirement Access and Coverage

MOVING THE 
COVERAGE NEEDLE



More than a third of full-time, full-year private 
sector American workers do not have access to a 
workplace retirement plan.1 In response to this 
great divide, policymakers and legislative bodies 
have recommended various solutions to address 
the gap in access and coverage, including proposals 
aimed at small employers and their employees.

We applaud the efforts to date to try to address 
the retirement savings coverage gap. However, we 
believe that as a nation the disparate patchwork 
of proposed solutions fails to truly address the 
issue at hand: ensuring American workers are 
able to retire with dignity. We call for a cohesive 
national framework that is borne out of a dialogue 
among experts that will help guide a consistent 
and universal solution for all American employers 
and employees. 
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Our recommendations for this national framework 
include the key elements outlined below.

Make it Easy
Include Universal Coverage with Automatic Features
Universal coverage. Federal law should require all employers, 
including those that currently do not sponsor a plan, to 
automatically enroll and automatically escalate all employees, 
including part-time workers, into a defined contribution plan.

Auto enrollment and auto escalation. Automatic features, 
such as auto enrollment and auto escalation, have proven to be 
effective tools in getting more people to participate in 401(k) 
plans, while also helping them to contribute at higher rates.2 
The auto enrollment required by this proposal would begin at 
6% in the first year and would be automatically escalated up to 
12% (in 2% increments) over three years; employers would, of 
course, be permitted to default employees at higher rates, 
without a cap. 

Provide Sufficient Savings Incentives
Offer Tax Credits for Small Employers 
Who Provide a Company Match
Tax credits for small employers who provide a company 
match on contributions up to 12% should be enacted, 
similar to proposals in leading Congressional bills. 

Ensure Appropriate Investment Offerings
Afford a Safe Harbor for Appropriate 
Investment Defaults
The national framework should recommend similar 
requirements regarding default investments that resulted 
from the enactment of the Pension Protection Act (“PPA”) 
and promulgation of the Qualified Default Investment 
Alternatives (“QDIA”) regulation. 

Ensure Consistency
Create More Accessible MEPs with 
Consistent Governance Structures
Barriers to the creation of “open” Multiple Employer Plans 
(“MEPs”) by private organizations should be eliminated.  
Specifically, the “nexus” requirement that requires an 
affiliation among employers and the “one bad apple” rule 
that would disqualify an entire MEP if one employer 
engages in a disqualifying event, should both be eliminated. 

Incent Employer Participation
Offer Plan Start-Up Tax Credits for Small Employers
Enhanced plan adoption tax credits for small employers 
(with no more than 100 employees) should be enacted, as 
included in many leading Congressional proposals and the 
Administration’s budget. These tax credits should cover all 
administrative costs associated with offering an employer-
sponsored plan for the first five plan years. 
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Below we outline the issues, opportunities, flaws in 
current proposals and some suggested core components 
to be included in the national framework. 

Issues 

• More than 30 million full-time American workers do not 
have access to a workplace retirement plan. 

• Only 47% of small employers offer a workplace 
retirement plan.3

• Small businesses (defined as no more than 100 employees) 
constitute the fastest-growing segment of the economy 
and employ more people than any other segment. And, 
importantly, in that segment, the number of businesses 
owned by women, who start more small businesses than 
men and have lower retirement savings, has grown 68% 
since 2007, compared to 47% for all businesses.4 Finding 
a workable solution to broaden access and coverage for this 
growing number of workers is more urgent than ever.

• Small employers often struggle with the cost and 
administrative burdens of adopting retirement plans.

• For many reasons, employees do not always act in their 
own best interest when it comes to retirement planning; 
for example, both procrastination and inertia can rule their 
behavior. Lack of financial literacy and capability continue 
to be barriers in preventing people from understanding 
when and how to save for retirement.  

• While the White House, Congress and regulators, as well 
as numerous states, have put forth plans and guidelines 
on auto-IRAs and MEPs that address the urgent needs 
around access and coverage for working Americans, we 
believe that more can be done to help attain the original 
objective of ensuring that employees are able to meet their 
retirement goals. 

Opportunities
• Employers and employees have benefited from the use of best 

practices and have demonstrated how ERISA-based defined 
contribution plans can deliver greater retirement security. 

• Best practices include automatic enrollment, automatic 
savings escalation, and well-diversified investment defaults.5 

• Lessons learned from large and small plans and ERISA could 
provide the basis for a national framework consisting of a 
core set of guidelines to ensure access and coverage that 
ultimately ensures retirement security for all workers.

Flaws in Current Proposals 
Individuals Do Not Act in Their Own Best Economic 
Interest. Many of the current federal and state proposals do 
not take into account the reality of participant behavior, such 
as procrastination and participant inertia in the face of choice 
overload. Additionally, the financial literacy level of the 
average American is rated at a “D.” Plan practices such as 
automatic enrollment, auto escalation, and default investing 
in well-diversified investments have helped overcome 
the issues of inertia and high investment risk due to 
insufficient diversification.

State Plans Will Lead to Increased Complexity and 
Inconsistencies. The current effort to create state-based 
plans could result in 50 different state programs that lack 
a uniform structure and experience for employers and their 
employees. This would place new burdens on employers 
that already have a plan, thus discouraging plan formation 
and maintenance (an unintended consequence may be that 
plan sponsors close their plans in favor of a less robust state 
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plan). Research in behavioral economics clearly shows how 
complexity hampers decision making. This lack of consistency 
will be problematic for individuals who move from state to 
state, as well as for employers with operations that extend 
across state lines. In the end, we believe this complexity 
will not support the goal of delivering a solution that works 
for employers and employees. The proliferation of state and 
municipal based plans could potentially lead to an impenetrable 
web of plans that increases leakage and actually encourages 
NON-participation by both employers and employees.  

An IRA Structure Will Result in Insufficient Savings. 
We do not believe that an IRA structure is the ideal 
vehicle to achieve retirement savings. An IRA structure 
may falsely lead individuals to believe that they have saved 
sufficiently when in fact they will come far short of the amount 
needed for a secure retirement. We advocate for solutions 
that mirror the experiences of employees who work for 
employers that follow plan design guidance from the PPA 
and the QDIA regulation as well as allowing for higher 
contribution amounts. 

The chart on the right illustrates the significant loss in savings 
when comparing an IRA saver to a 401(k) saver. Across a range 
of different starting salaries, the lack of employer contributions 
(which results in lower savings rates) and the lower cap on 
annual contributions materially reduces retirement savings 
within an IRA construct. Rather than basing the plans for 
smaller employers on the IRA model, we recommend 
following the practices of the traditional employer-sponsored 
401(k) and bringing those designs and practices to the small 
employer market.

Need for Fiduciary Guideposts. SSGA believes that ERISA 
provides important and valuable guidelines for plan sponsors, 
as well as important protections for plan participants. We 
believe these valuable protections support a fiduciary mindset 

and can lead to higher levels of plan quality. Furthermore, the 
practices set forth by the PPA around automation and well-
diversified funds are successfully used by many employers to 
positively influence employee retirement outcomes. We think 
similar guidelines and protections should be extended to open 
MEPs and other collective savings platforms used in the 
national framework.

Analysis assumes starting age of 21 years old, retirement age of 65, with 2.5% 
annual wage growth rate. Investors assumed to be invested in Target Date Funds and 
risk and return expectations for those Funds provided by SSGA’s Investment Solutions 
Group as of December 31, 2014. For the 401(k) participant, analysis assumes constant 
11% savings rate (an 8% employee contribution and 3% employer match) and annual 
contribution cap of $18,000. For the IRA holder, analysis assumes constant 8% 
savings rate and annual contribution cap of $5,500.  
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Our Proposal for a Guiding  
National Framework
A framework is defined as a basic structure underlying a system, 
structure or text. At SSGA, we believe that, as an industry and 
as a nation, we have the opportunity to influence the future 
retirement security for more than a third of American workers 
who do not currently have access to a workplace retirement 
plan. We need a national framework that recommends a 
holistic approach for retirement plans that is comprehensive, 
consistent, and as simple as possible for employers to adopt, 
use, and promote, and for employees to access in order to build 
their retirement savings.

We don’t believe there is a need to re-invent the wheel or even 
customize a solution for a geographic region. Large employers 
across the country have demonstrated the power of leveraging 
a national framework — the Pension Protection Act. 

Rather than a patchwork of state or municipal mandates that 
require employers to auto-enroll their workers into IRAs, we 
favor a national, holistic and multi-pronged solution, which 
includes the following must-have features.

Automatic Enrollment For All Employees
Universal coverage. Federal law should require all employers, 
including those that currently do not sponsor a plan, to 
automatically enroll and automatically escalate all employees, 
including part-time workers, into a defined contribution plan.

•  No employer contribution requirements. Under the 
proposal, employers would not be required to make matching 
contributions or any other employer contributions. Of course, 
employers could elect to add or retain such features, just as 
they do today. For small employers who choose to provide a 
matching contribution, they would be provided a tax credit, 
as described below.

• Relief from state-by-state mandates. This proposal can 
be viewed as a mandate, but in actuality it is relief from being 
subject to up to 50 or more state and municipal mandates, 
which would be preempted by this federal proposal. 

• New employer exception. There would be an exception for 
employers who have been in business for less than 3 years. 
In addition, churches and governments would also be 
exempt from this requirement.  

• New employee exception for employers. For employers 
that do not currently have auto enrollment for new employees 
on date of hire, they would not have to auto-enroll those 
workers for the first year of employment, although they may 
choose to do so. Such employees must nevertheless be eligible 
to participate by making an affirmative election.

• Preventing inadvertent contributions. With the 
expansion of auto enrollment through this proposal, there is 
an even greater need to prevent employees from contributing 
to a plan without realizing it, thus potentially hurting both 
the employee and the plan that may have to administer a 
tiny account indefinitely. Accordingly, the current law rule 
giving newly auto-enrolled employees 90 days to request 
that contributions be returned would be extended to 180 
days. This ensures that the employee will have a chance to 
see a quarterly benefit statement alerting the employee to 
the fact that he or she has had amounts contributed on his 
or her behalf.  

• Enhanced tax credits for small employers. For small 
employers, the cost of setting up the plan would be 
covered by the enhanced tax credit described below.

Auto enrollment and auto escalation. The auto enrollment 
required by the proposal would begin at 6% in the first year 
and that rate would be automatically escalated up to 12% over 
three years (in 2% increments); employers would, of course, 
be permitted to default employees at higher rates, without a 
cap (other than the applicable contribution limits). It is very 
important to set the auto-enrollment contribution at a 
sufficiently high rate, as most participants are likely to accept 
this rate and also to interpret it as a recommended rate that 
is sufficient for their retirement saving. 

• Application of default. The auto-enrollment provision 
would apply annually to any employee who is currently 
contributing less than the 6% amount.

• Documented success. As we’ve seen, automatic enrollment 
works: It has a very favorable effect on savings levels, and, for 
those who are unable to save or have other savings vehicles, 
they can simply opt out. Traditionally, opt out rates are less 
than 10%.6 This national approach should build on the 
features that have already been successful in 401(k) plans 
of many employers: auto-enrollment, auto-escalation and 
the use of well-diversified default investment options such 
as target date funds. 
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• Tax Credits for Small Employers that Include a 
Company Match. While a company match will not be a 
requirement, those small employers that do offer a company 
match on contributions up to 12% would receive a tax credit 
and a safe harbor from nondiscrimination and top-heavy 
testing, similar to the proposals in leading Congressional 
bills. (The required match for the credit would be 5% for 
employees contributing at the full 12% level.) These tax 
credits would equal the matching contributions made for 
non-highly compensated employees during their first five 
years of participation, subject to a cap with respect to each 
such employee of 2% of that employee’s compensation. Like 
the leading Congressional bills, this credit is designed to fully 
cover the employer’s additional matching and administrative 
costs in moving from the existing automatic enrollment safe 
harbor to this new arrangement, which is designed to provide 
greater retirement security.   

• Appropriate Investment Defaults Should Be Offered. 
Many of the solutions suggested to date, such as the state 
proposals and federal auto-IRAs, have default investments 
that do not follow traditional long-term, retirement 
investment principles. Many of the solutions either invest 
employees in a very low-yield strategy or include expensive 
principal protection features. We believe that all small 
company employees should have access to the favorable 
practices and investments of large employers — for example, 
target date funds that appropriately map the risk/return 
spectrum over the life of the investor to manage both growth 
and protection. We believe the national framework should 
recommend similar requirements regarding default 
investments that resulted from enactment of the PPA and 
promulgation of the QDIA regulation. 

• Make MEPs Consistent and Accessible. Barriers to the 
creation of “open” MEPs by private organizations should be 
eliminated. Specifically, both the “nexus” requirement that 
requires an affiliation among employers and the “one bad 
apple” rule that would disqualify an entire MEP if one 
employer engages in a disqualifying event, should be 
eliminated. Open MEPs will reduce the costs and 
administrative complexities of sponsoring a plan for small 
employers. Finally, streamlined nondiscrimination and 
top-heavy testing rules could make MEPs more accessible 
and workable. 

• Enhanced Start-Up Tax Credits for Small Employers. 
Enhanced plan adoption tax credits for small employers 
(with no more than 100 employees) should be enacted, as 
included in many leading Congressional proposals and the 
Administration’s budget. As under certain leading 
Congressional proposals, the annual cap on the credit would 
be increased from $500 to $5,000 for employers that incur 
greater start-up costs for establishing and administering the 
plan and for educating employees with respect to the plan. 
The credit would remain at 50% of these start-up costs, but 
would be extended from three plan years to five years to 
ensure that the credit softens the burden throughout the 
early years of a plan. 

Together with “open” MEPs, enhanced tax credits and financial 
services industry innovative solutions, we believe that this 
national framework, one modelled on the current 401(k) plan 
system, will expand retirement plan coverage exponentially. 
Developing a workable national framework, however, will 
require guidance from many stakeholders: small business 
owners and federal policymakers, as well as retirement plan 
service providers and asset managers. 

We propose that a coverage summit be hosted in 
Washington in order to further develop this framework 
and show a commitment to solve the access and coverage 
challenge on a comprehensive basis and put millions of 
American workers on a more secure retirement savings track.  

1 Who’s In, Who’s Out: A Look at Access to Employer Retirement Plan and 
Participation in the States, pg. 1, The Pew Charitable Trusts, January 2016.

2 DCIIA Plan Sponsor Survey 2014: Focus on Automatic Plan Features,  
June 2015, pg. 3.

 3 Employee Benefits in the United States--March 2014, “Bureau of Labor 
Statistics news release of 7/25/14, pg. 1.

4 Institute of Women’s Policy Research report, April 2015.
5 Defined Contribution Plan Success Factors: Framework for Plans with an 

Objective of Retirement Income Adequacy, DCIIA, May 2015.
6 Best Practices When Implementing Auto Features in DC Plans, DCIIA, June 2013.
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