
The Retirement Coverage Needle  
Has Not Moved in Forty Years 
Since the Employee Retirement Income Security Act 
(ERISA) was passed in 1974, we have seen significant 
change in the retirement plan landscape: where traditional 
employer-sponsored defined benefit (DB) pension plans 
were once the dominant plan design, those plans continue 
to decline in both number and coverage. Today, defined 
contribution (DC) plans, including 401(k), 403(b), and 
457 plans, once envisioned as supplemental savings plans, 
are now the primary or sole retirement plan for many 
workers. The responsibility for managing one’s retirement 
has shifted from the employer to the employee. 

Although dramatic improvements have occurred to 
increase both coverage and asset sufficiency for employers 
that provide those plans, one striking statistic has not 
changed: only 48% of private employers in the US sponsor 
a retirement plan.1 That number has remained largely static 
since the passage of ERISA. The difference between large 
and small employers also extends beyond the provision of a 
plan to differences in participation, savings rates and cost.

Consider These Facts:
Access
89% of workers at large companies have access to retirement 
plans(s); however, only 49% of workers at small business 
have access to some type of plan to save for retirement.2

Participation Rate
The average participation rate in the largest plan segment 
(plans with over $1 billion in assets) is close to 80%. For the 
smallest plan segment (plans with under $5 million in 
assets), participation rates dip to 73.1%.3

Savings Rate and Shortfall Projections
In the largest plans, the average savings rate is 7.3%, while 
in the smallest plans it is 6.1%.4

Cost
In the largest plans, the median ‘all-in’ fee is 0.30%, whereas 
the median ‘all-in’ fee for the smallest plans is 1.17%.5

Federal Stops and Starts Have Spurred 
State Action
While there has been progress to increase coverage and 
savings sufficiency in larger employer-sponsored plans, 
smaller businesses, a critical area of job growth, are still left 
out. Although the federal government has made incremental 
moves to encourage small employers to offer retirement 
plans (such as tax incentives and plan design evolutions), 
coverage in this sector of the market continues to be lower. 
During the Obama Administration, various Members 
of Congress introduced auto-IRA proposals, as well as 
legislation to expand the use of multiple-employer plans 
(MEPs). MEPs would allow small employers to band 
together to offer retirement plans, reducing costs and 
alleviating some fiduciary liability concerns through 
outsourced scale. MEPs are uniquely positioned to extend 
access to small business employees. With President Trump’s 
Executive Order (EO) directing the Departments of Labor 
and Treasury to issue regulations easing restrictions on 
open MEPs (referred to as Association Retirement Plans or 
ARPs in the EO), these plans may offer a retirement savings 
program opportunity to small employers (and their 
employees) as early as 2019.

As Washington pursues slow but steady next steps, state 
governments are looking ahead and taking action. A rising 
generation of retirees without adequate savings (if any) 
could trigger a concerted savings shortfall that would put 
tremendous strain on state economies. Driven by this 
shortfall scenario, nearly 40 states have either considered or 
enacted legislation that requires employers to

•	 Offer a retirement savings vehicle or 

•	 Study how best to structure such a plan based on existing 
Department of Labor (DOL) regulations

While a federal solution offering a uniform set of standards 
would be the most streamlined approach to addressing 
retirement saving and spending challenges, it is easy to 
understand why state and local governments are taking 
steps to fill the void. Those states and cities that decide to 
take action should consider the following principles:

Structure Programs for Success
Ease of implementation and administration, plus 
streamlined investment options, are obvious but important 
factors in structuring programs for success. 
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Ensure that investment strategies account for, balance, and 
manage four key risks affecting participants’ ability to fund 
their retirement:

•	 Shortfall: Not having enough money to fund retirement 

•	 Longevity: Outliving one’s savings

•	 Inflation: Eroding purchasing power from one’s retirement 
portfolio over time

•	 Volatility: Losing value of one’s retirement portfolio due to 
market downturns

Beyond addressing risks, ensure they aren’t managed in 
isolation — as such an approach may satisfy one dimension 
of the risk equation while jeopardizing all others. For 
example, a program that focuses on preserving capital 
may overlook and ultimately exacerbate longevity risk 
and inflation risk.

Reduce Opportunities for Failure
Participant and plan sponsor failures should be made more 
difficult. These programs should focus on reducing leakage, 
for example, by making loan repayments easier and plan-to-
plan transfers more operationally efficient and seamless.

Use automaticity to increase participation (auto-enrollment) 
and savings rates (auto-escalation) and streamline 
investment decisions. Achieve the latter by using target 
retirement strategies that both meet the Department of 
Labor’s Qualified Default Investment Alternative 
regulations and align investment risk with a participant’s 
time horizon to retirement.

Spotlight States
In 2017, OregonSaves became the first state-based auto-
IRA. Within its first year of operation, OregonSaves enrolled 
over 32,000 of the 600,000 private-sector employees who 
haven’t had access to an employer-sponsored and was 
managing nearly $5 million of participant contributions 
(an average contribution rate of 5.14 percent of salary).6 
Employers aren’t permitted to contribute to the plan, but 
they are mandated to enroll their employees, if no other 
retirement savings program is offered. As with all auto-
IRAs, participants can opt out at any time. 

Illinois and California become the second and third states 
to begin implementation of state-based programs. Illinois 
Secure Choice launched a pilot in the spring of 2018 and 

aims to extend coverage to an estimated 1.2 million eligible 
workers.7 California’s plan, CalSavers, piloting in the fall of 
2018, is also focused on scale. California State Treasurer 
John Chang said of the program, “Not only will CalSavers 
provide the largest expansion of retirement security since 
the passage of Social Security, but the program will continue 
to help employees save by having the most aggressively 
declining fees among all of its peers across the nation”.8

Additional states and cities are following suit, suggesting 
a rise in regional plans over the next few years. 

A National Solution 
As ambitious and admirable as the state plans are, they are 
not without gaps. Employers doing business across states 
and workers living and working in different states — or 
those who simply move out-of-state — face administrative 
complexity. Alternatively, a federal solution with nationally 
applicable rules could solve for mobility and portability 
issues, while achieving the scope and scale to efficiently 
serve all American workers. This federal approach should 
also consider how to coordinate with established state-
based plans in serving participants’ retirement savings 
and spending objectives. 

In December of 2017, Congressman Neal introduced the 
Automatic Retirement Plan Act which would require all 
employers to auto-enroll and auto-escalate workers into a 
defined contribution plan. The Act also provides tax credits 
to small employers to cover administrative plan costs and 
any employer contributions made to the plan, as well as 
furthering the accessibility of MEPs. This type of 
comprehensive federal solution, if enacted, could serve as 
the retirement savings standard, broadening access to all 
workers and replacing the need for further state action.

Workers in the United States are increasingly responsible 
for and challenged by funding and managing the retirement 
phase of their lives. These challenges are heightened for 
those without access to employer-based, tax-preferred 
savings programs. While many ideas have circulated at the 
federal level for a number of years, much of what has been 
proposed has languished in Congress. This federal lag has 
provoked state initiatives and triggered local momentum; 
a domino effect of activity which will hopefully energize 
federal lawmakers to concentrate resources around a 
national retirement savings solution; one that is broadly 
accessible and offers consistent coverage. 
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