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High on the International Foundation’s priority list for 2016 and the years that follow is an initia-
tive to help plan administrators help members and their families achieve a secure retirement. This 
article is the second in a series of four that will be published in Plans & Trusts during 2016. It shares 
what the Foundation has learned from research on the topic and strategies that can be used by 
employers and plan administrators to help workers achieve a secure retirement. Visit www.ifebp.org 
/RetirementCanada to read the full report. 

Second in Four-Part Series 

Reproduced with permission from Plans & Trusts, Volume 34, No. 3, 
May/June 2016, pages 16-21, published by the International 
Foundation of Employee Benefit Plans (www.ifebp.org), Brookfield, 
Wis. All rights reserved. Statements or opinions expressed in this 
article are those of the author and do not necessarily represent the 
views or positions of the International Foundation, its officers, 
directors or staff. No further transmission or electronic distribution of 
this material is permitted.

pdf/516



may/june 2016 plans & trusts 17

FEATURE ARTICLE

W ith so many factors contributing to retirement uncertainty for workers and the di-
versity of worker needs, it should come as no surprise that helping workers achieve 
a secure retirement requires a multipronged approach. Employers and plan admin-

istrators that want to promote the retirement security of workers can take a variety of steps to 
achieve one or more of these five interrelated goals:

 1. Help workers determine their retirement needs and where they stand.
 2. Get workers enrolled and saving for retirement.
 3. Help workers make prudent investment choices.
 4. Help workers stay on track to meet their retirement objectives.
 5. Assist those near retirement to make the transition.
This article offers some specific strategies for achieving the first two goals. A thread woven 

through all five goals and supporting strategies is getting workers to take action. Doing so 
requires understanding what motivates people to change and making it as easy as possible to 
do it.

Help Workers Determine Their Retirement Needs and Where They Stand
An increasing number of employers, plan administrators and vendors are providing work-

shops, planning tools and other resources to help plan members determine how much income 
they will need at retirement to achieve their retirement goals and whether they are on track 
for success.

Here are suggestions for helping workers get started on the path 
to a secure retirement, including how to calculate both the dollar 
amount they’ll need in retirement and strategies for encouraging 
them to save more.

Retirement  
Security:
Encouraging Workers  
to Plan and Save

by | Patricia A. Bonner, Ph.D., CEBS
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Encourage Workers to Picture  
Their Retirement

Plan administrators should encour-
age workers to envision their future re-
tirement—where they want to live, what 
they want to do, etc. Having a personal 
retirement picture helps workers con-
sider what is most important to them 
and avoid temptations to spend today 
that might derail their retirement.

Desires to be self-sufficient, stay 
active, care for loved ones, learn new 
things, spend more time on personal 
interests—All of these reflect a person’s 
core values and beliefs. They are intrin-
sic motivators that spur workers to save 
what they will need when they retire. 
While plan administrators can (and 
should) use extrinsic motivators such 
as contribution matches and competi-
tions to jump-start employee saving be-
haviours, it is intrinsic motivators that 
most likely will have the more lasting 
impact.

Deliver Basic Retirement Information

Providing employees with basic 
retirement information may be more 
than just a “nice” thing to do; it may 
be essential to reducing employer risk 
down the road should employees ex-
perience a gap between what they ex-
pected and what they have actually ac-
cumulated.1

Offer Retirement Planning Tools

Section 3 of the Capital Accumula-
tion Plan (CAP) Guidelines says CAP 
sponsors should provide decision-
making tools such as:

• Calculators and projection tools 
• Investor profile questionnaires

• Asset allocation models.
Such tools help members determine 

whether they need to save, how much 
they need to save, contribution levels 
and future balances. Some calculators 
go a step further and consider the risk 
tolerance of the user.

The best retirement planning calcu-
lators allow workers to factor in assets 
and income from multiple sources, for 
example, benefits due a spouse, assets 
from past employers, personal savings 
and expected government payments. 
Some of the newest calculators can 
access savings accounts from various 
sources and automatically enter the 
information needed to make calcula-
tions. Users should have the ability to 
link investment returns to specific in-
vestments. In other words, the return 
on a money market account should not 
be projected to be the same as a stock 
fund.

If a member’s desired retirement age 
or income does not work given current 
savings and investment choices, a good 
calculator suggests adjustments to help 
bring the user closer to achieving his or 
her goals. Some calculators have a slid-
ing scale that allows users to see how 
their monthly retirement income will 
change if they save more money, adjust 
the asset mix in their retirement port-
folio or delay retirement.

With so many unpredictable factors 
associated with retirement planning, 
tools that provide Monte Carlo simula-
tions are worth considering. A Monte 
Carlo analysis involves multiple trial 
runs, called simulations, with random 
variables that affect retirement such as 
life expectancy, inflation, wage growth 

and investment returns. Users are pro-
vided the likelihood they will achieve 
their retirement goals.

Administrators providing access to 
retirement planning tools must keep 
in mind that many workers need sub-
stantial guidance in using these tools. 
Instructions for data entry must be 
clear—especially when making as-
sumptions regarding interest rates and 
investment return. If users are asked to 
select an income replacement rate for 
their retirement years, they need infor-
mation as to what might increase or de-
crease the percentage needed. For ex-
ample, having a home with a mortgage 
paid in full lowers how much income is 
needed. On the other hand, health costs 
typically increase the income needed. 
In some cases, users might need help 
from a counselor to locate and enter 
data and interpret the results.

As with providing basic retirement 
information, there are legal impli-
cations associated with making re-
tirement planning tools available. A 
reasonable amount of diligence in se-
lecting tools will go a long way in miti-
gating such risk.

Provide Access to Financial Advisors 

Sometimes, there is simply no sub-
stitute for personalized and objective 
financial advice. A Schwab study of 
defined contribution (DC) plan mem-
bers in the United States found using 
independent professional advice led 
to:

• Increased savings—70% of 
members increased their retire-
ment savings contribution rates.

• More diversification—Members 

retirement security
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invested in at least eight assets compared with an aver-
age of 3.7 assets for those who chose to manage portfo-
lios on their own.

• Periodic rebalancing—Members who annually rebal-
anced the assets in their portfolio had a higher annual-
ized rate of return than those who did not rebalance 
assets.

• Increased likelihood of staying the course—Mem-
bers were more likely to stick with their investment 
objectives and be less reactive during a market down-
turn or high volatility.2

To avoid liability and increase member use of professional 
advice, guidance should be comprehensive, personalized and 
provided by an independent, certified third-party advisor 
who is not selling products or services.

Provide a Regular Retirement Income Statement

Members of defined benefit (DB) plans receive annual 
statements clearly indicating their promised retirement in-
come benefit. In contrast, the income received from a DC 
plan is highly uncertain and depends on the choice of in-
vestments, market forces and decumulation. At minimum, 
a plan administrator should provide DC plan members a 
clear, concise annual retirement income statement projecting 
a range of possible monthly income amounts the member 
might receive given various contribution rates, asset alloca-
tions and years to retirement.

Plan administrators can place the monthly income pro-
jections on the first page of the retirement income statement 
and the account balance/investment performance informa-
tion closer to the end. Not only does this structure make it 
easier for members to find income projections, it helps mem-
bers focus on the long-term versus short-term performance, 
which also can help calm those most likely to overreact and 
chase investment returns.

Get Workers Enrolled and Saving for Retirement
For those persons who want or need more retirement 

income than government retirement benefit programs (i.e., 
Old Age Security, Guaranteed Income Supplement, Canada 
Pension Plan/Quebec Pension Plan) provide, a workplace 
retirement plan offers a convenient, tax-advantaged way to 

help save additional funds. Plan design can do much to in-
crease worker participation and the amount saved.

Offer a Workplace Retirement Plan

A first step in helping employees achieve a secure retire-
ment is to provide a workplace pension plan. Employers 
that do not want to establish and maintain a plan on their 
own can use a Group Registered Retirement Savings Plan 
(Group RRSP) and/or group Tax-Free Savings Account 
(TFSA). Employers—particularly those that are small—
might also consider participation in a multi-employer pen-
sion plan (MEPP) that permits the pooling of funds from 
a large number of workers, which can yield better plan de-
sign, administrative efficiencies and access to more profes-
sional expertise.

Reforms related to target benefit plans (TBPs)—particu-
larly the extension of such plans to the single employer envi-
ronment—are another opportunity. When compared with a 
DB plan, a TBP gives employers more certainty with respect 
to contributions and no withdrawal liability. Pooling funds 
also gives employees the potential for higher returns.

Relax Plan Eligibility

Reducing waiting periods for plan entry allows new hires 
to start saving for their retirement right away. Administra-
tors with high worker turnover concerned about the hassle 

retirement security

 
Learn More

Education
The Stress of Money: Dealing With Financial Wellness  
in the Workplace
Recorded on-demand webcast from November 12, 2015.
Visit www.ifebp.org/webcasts for more information.

From the Bookstore
The Essential Retirement Guide: A Contrarian’s Perspective
Frederick Vettese. Wiley. 2016.
Visit www.ifebp.org/books.asp?9070 for more details.
Canadian Pensions and Retirement Income Planning
CCH Canadian Ltd. 2013.
Visit www.ifebp.org/books.asp?8991 for details.
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of dealing with the accounts of work-
ers who don’t work out might have 
employees complete plan enrollment 
forms at the time of hiring but simply 
delay participation for a period, say six 
months or a year. 

Use a Stretch Match 

To encourage retirement savings, 
most employers match worker contri-
butions to DC plans. The availability, 
size of the match and match cap (the 
maximum amount that the employer 
will match) can all positively affect 
DC plan participation and the amount 
workers save. However, the effect of a 
match cap on the amount saved dwarfs 
the effects of the other two factors. 

A no-cost way to boost member sav-
ings is to stretch the match to a higher 
rate. Instead of offering a 100% match 
of up to 3% on an employee’s pay, a 50% 
match of up to 6% might be offered. 
Employees who save up to the cap 
would have total savings of 9% contrib-
uted to their plan.

Use Automatic Enrollment  
and Automatic Escalation

For those workers who should be 
saving but have little interest in taking 
their retirement future into their own 
hands and/or do not have the abil-
ity to do it well, automatic enrollment 
and escalation are key. With automatic 
enrollment, the administrator deter-
mines what percentage of employees’ 
salary or wages will be contributed to 
the plan and automatically enrolls em-
ployees.

The employee must take action to 
opt out of enrollment, change the per-
centage contributed and adjust how it is 
invested. Essentially, the same human 
behaviours that result in a failure to en-
roll—inertia and procrastination—are 
exploited to promote enrollment. 

Because workers tend to stay with 
the defaults chosen by the plan admin-
istrator,3 the contribution rates and 
asset allocation in an autoenrollment 
program must be chosen carefully. Low 
default contribution rates and invest-

ment in conservative assets can result 
in workers not achieving a secure re-
tirement. The default investment op-
tion accompanying autoenrollment 
should be a professionally managed, 
well-diversified, single-option solution 
such as a balanced fund or target-date 
fund for members who cannot or do 
not want to make asset allocation and 
rebalancing decisions on their own.

Plan administrators concerned 
that a default contribution rate greater 
than 3% will dampen plan participa-
tion should consider the experience 
of one U.S. company that introduced 
automatic enrollment with a default 
contribution rate of 3%. A year later, 
the rate for new hires was increased to 
6%. Throughout this process, the em-
ployer offered a dollar-for-dollar match 
for employee contributions up to 6%. 
Contrary to what anyone probably ex-
pected, the participation rate at 6% was 
essentially identical to when the default 
was 3%—about 95%.4

This example reinforces the conclu-
sions of other research that the match 
cap has more influence than either the 
availability of an employer match or 
the rate at which the employer match-
es employee contributions. Further-
more, despite member claims to the 
contrary, households are often able to 
save more than they might choose on 
their own.5

Once workers are enrolled, auto-
matic escalation increases the propor-
tion of a worker’s salary or wages saved 
over time. When escalation occurs at 
the same time as a pay increase, mem-
bers are less likely to miss money they 
didn’t receive previously. 

 
Takeaways

•  Workers who are encouraged to picture their retirement are more likely to save for it.

•  Offering retirement planning tools such as retirement calculators, investor profile question-
naires and asset allocation models will help members determine whether they need to 
save, contribution levels and future balances.

•  There is no substitute for personalized, objective financial advice; most workers could 
benefit from access to a financial advisor.

•  For employers, a first step in helping employees achieve a secure retirement is to provide a 
workplace pension plan.

•  Offering a match and the size of the match positively impact savings, but the match cap 
has the biggest effect. Stretching the match encourages workers to increase their contri-
bution rate.

•  Features such as automatic enrollment and automatic escalation that take advantage of 
workers’ tendencies toward inertia and procrastination can increase participation and 
rates of saving.
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Simplify Decision Making

Some plan administrators prefer a process that combines 
retirement benefit education with simplifying enrollment.

During orientation, new workers complete forms con-
cerning their extended health benefits, direct deposit of their 
pay and taxes. Employers can ask workers to fill out retire-
ment plan enrollment forms at the same time and hand them 
in before they leave the orientation.

Alternatively, employers can ask workers to respond 
within a certain amount of time—perhaps two weeks or a 
month. Communication prior to the deadline should remind 
new hires they must make a choice and that the date for a 
response is nearing. While a deadline is nonbinding, it may 
be enough to nudge some employees to action.

With either approach, the enrollment process can be bro-
ken into several small steps—providing individuals with in-
formation and directions on what to do at each stage. Steps 
might include:

• Determine whether personal savings are necessary. 
Provide basic information on government retirement 
benefits, including how income generated on personal 
savings can offset these benefits, so workers can decide 
whether personal savings are appropriate for them.

• Encourage enrollment and saving. Use a broad vari-
ety of media sources and communication strategies to 
motivate individuals to enroll and save for retirement.

• Choose how much to save. When asking workers how 
much they will save, give them tools such as work-
sheets or online calculators to help them determine the 
amount that is right for them. Indicate the minimum 
and maximum amounts they are permitted by law to 
save and explain how any sponsor match works. Em-
phasize that the match is free money.

• Choose where to save. If a plan provides investment 
options, the administrator has a broad range of legal 
duties that include helping plan members identify 

their personal risk tolerance and information on the 
pros and cons of the alternatives available (including 
the default option) so that members can align their 
goals and risk tolerance to the available options.  &
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