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Employers can help workers be ready for retirement in several 
ways, such as helping prevent “leakage” from retirement 
accounts, offering employee benefits that help manage risks 
and providing financial education.

High on the International Foundation’s priority list in 2015 and the years that follow is an initia-
tive to help plan sponsors help participants and their families achieve a secure retirement. This 
article is the fifth in a series of six being published in Benefits Magazine during the first half of 
2015. It shares what the Foundation has learned from research on this topic. Visit www.ifebp.org/ 
RetirementSecurity for a copy of the full report, as well as other information and resources.

Fifth in Six-Part Series 
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For employers and plan sponsors that 
want to take a more active role in pro-
moting the retirement security of work-
ers and their families, there are five inter-

related goals:
 1. Help workers determine their retirement 

needs and where they stand.
 2. Get workers enrolled and saving for re-

tirement.
 3. Help workers make prudent investment 

choices.
 4. Help workers stay on track to meet their 

retirement objectives.
 5. Support those near retirement to make 

the transition.
In the March and April issues of Benefits 

Magazine, specific strategies were presented for 
achieving the first three goals. This article dis-
cusses what employers and plan sponsors can 
do to achieve the next goal: helping workers 
stay on track to meet retirement objectives they 
have established for themselves.

Help Workers Stay on Track
During a person’s life, any number of events 

can result in failing to implement steps in a re-
tirement plan or getting off track. Employers and 
plan sponsors should review their total benefits 
package to consider what changes might signifi-

cantly impact the ability of workers to achieve 
their retirement objectives. Expanding worker 
education regarding retirement (as well as other 
benefit) plan features, assistance with plan roll-
overs and instruction on general money man-
agement may also have a positive impact.

Curb Loans and Hardship Withdrawals

Though the reasons plan participants take 
out loans and make hardship withdrawals can 
be compelling, these actions can have a major 
impact on retirement savings outcomes. Plan 
sponsors can reduce the chance of such an im-
pact if they:

•	 Limit	the	number	of	loans	and	establish	
a	waiting	period	between	loans. Re-
stricting the frequency of loans reduces 
the number of serial borrowers—the 
group most likely to default on loans.

•	 Limit	the	dollars	available	via	loans	and	
withdrawals. A sponsor might restrict 
loans and withdrawals to employee sav-
ings—not permitting access to employer 
contributions. Such a policy limits access 
to some funds while retaining some flex-
ibility and access for workers. Reducing 
the maximum allowable dollar amount 
eliminates some of the largest loans and 
withdrawals.
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•	 Automatically	restart	contribu-
tions	 after	 a	 hardship	with-
drawal. Plan sponsors often pro-
hibit participants from making 
contributions to workplace retire-
ment plans for at least six months 
after a hardship withdrawal. An 
automatic restart at the end of this 
period can help participants get 
back on track saving for retire-
ment as soon as possible.

•	 Permit	the	posttermination	re-
payment	of	loans. Many employ-
ers do not accept loan repayments 
after employment termination be-
cause payroll deductions can no 
longer be made. If an employee 
does not have the funds to repay 
the loan in full at termination, the 
loan becomes a withdrawal with 
all of the associated taxes and pen-
alties. Allowing individuals to con-

tinue making payments through 
the term of the loan encourages 
repayment and maintenance of the 
funds in the retirement account.

Assist With Rollovers

Leakage is also a problem when 
defined contribution (DC) plan par-
ticipants change jobs. Participants typi-
cally have three choices for retirement 
savings from a former job:

 1. Take	a	lump	sum. For many, the 
worst option is taking funds out 
as a lump sum and spending it or 
investing it in a nonretirement 
savings account. With this deci-
sion, the participant pays taxes 
on the funds and, too often, an 
early withdrawal penalty. The 
amount set aside for retirement is 
reduced, and the long-run oppor-
tunity for money to compound 

tax-free is taken away. The ulti-
mate consequence is that the 
amount the worker needs to save 
during the remainder of his or 
her working years increases.

 2. Leave	savings	in	the	former	em-
ployer’s	plan. While this option 
may make sense for those who 
have been covered by a plan for 
many years, there are disadvan-
tages for workers with small ac-
count balances and those who 
have multiple jobs and plans. 
Leaving the funds with former 
employers can result in several 
small retirement accounts to 
track. Furthermore, since most 
plans are priced on the average 
account balance, a collection of 
small accounts may result in 
higher management fees than if 
savings were all in one place.

Effective Communication: A Key to Success
A thread that runs through all workplace strategies to promote 
retirement security is communication. How information and new 
initiatives are framed and delivered can make or break the most 
well-intentioned efforts. Effective communication is optimistic 
and action-oriented—inspiring people to plan and save for their 
retirement.
Fortunately, plan sponsors don’t have to go it alone in the com-
munication process. Investment fund managers and third-party 
administrators often have education specialists and financial 
advisors on staff who can offer services for little or no charge. 
They may also have content that can be used as is or with minor 
modifications. Other potential sources of help include benefit 
and communication consultants, public relations and advertising 
people, audiovisual producers, editors, tech personnel, those 
who directly supervise workers and even some participants.
A good starting point for communication endeavors is analyzing 
data concerning plan participation and the current retirement 
savings of workers. Ideally, data should be broken down by 
gender, age, income, education, language, ethnic background, 
etc., so messages can be targeted as appropriate. Questions 
that might be asked when looking at data are:
•   Who is eligible but not enrolled in the retirement plan?
•   Who is participating, and how much are they saving?

•   Who is saving enough to get the full organization match?
•   How frequently are participants making fund transfers or 

rebalancing their accounts?
•   Who has recently borrowed money from retirement savings?
•   Which participants are “serial borrowers”?
•   Who is invested in poorly performing funds?
•   Who has a portfolio that is not diversified, and where are they 

putting their money?
•   Who is at risk of not achieving a secure retirement?
•   Who is probably within ten years of retirement?
Getting to know workers also involves listening. What do they 
already know? What misperceptions do they have? What do 
they want to know or need to know? How do they want to get 
information?
Workers have life experiences and knowledge that have the 
potential to enhance or thwart communication. Former experi-
ences can make a message more meaningful. Conversely, a 
bias or negative experience can impede efforts to help partici-
pants. Communication strategies and educational programs 
must acknowledge and build on the interests, knowledge and 
experiences of plan participants. 

retirement security
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 3. Move	to	a	new	plan. The third option is to roll funds 
into a new employer’s retirement plan or an individual 
tax-advantaged account. Wide variations in plan rules 
and policies governing how rollovers are handled can 
make the transfer of funds complex and frustrating for 
workers (and sponsors).

Plan sponsors can help workers use the third choice by mak-
ing it easier to transfer retirement savings to another tax-ad-
vantaged retirement account. Similarly, sponsors can simplify 
the process for new workers who wish to transfer funds from 
accounts established by previous employers. Plan sponsors as 
well as current and former employees can benefit when help is 
provided with rollovers. Sponsors reduce the number of plan 
statements they must disseminate and the chance they are going 
to have difficulty keeping track of former employees.

Offer Other Benefits That Help Workers Manage Risk  
and Increase Savings

It is easy to overlook the substantial impact that elements 
of a worker’s benefit package other than a retirement plan 
can have on the ability to save for a secure retirement. Such 
benefits typically support retirement planning in two ways: 
(1) helping workers cope with life’s surprises that can wreak 
havoc on their personal finances and (2) providing funds for 
other financial goals that often compete with workers achiev-
ing their retirement goals.

•	 Life	insurance or another type of death benefit is a 
relatively low-cost way to help a surviving spouse stay 
on track saving for retirement if a worker dies before 
retirement. Many workers are provided basic life in-
surance in the workplace at no or a limited cost. Work-
ers may be given the option to purchase additional 
coverage for themselves and their spouses at group 
rates lower than what would be available if they tried 
to purchase protection on their own.

•	 Disability	protection provides periodic payments to 
workers who are unable to perform the regular duties 
of their jobs. These payments may be paid through a 
life, disability or workers’ compensation plan. Protec-
tion may also be provided as part of a retirement plan 
if a plan participant is totally and permanently dis-
abled prior to normal retirement age.

•	 Medical,	vision,	dental	and	hearing	benefits help work-
ers and their dependents deal with unpredictable but in-
evitable health expenses. Medical coverage is especially 

important given the catastrophic possibilities that can de-
stroy not only a retirement plan but also one’s general fi-
nancial security. Employers that offer high-deductible 
health plans (HDHPs) can set up health savings accounts 
(HSAs) that offer workers the ability to set aside pretax 
dollars within federal limits for medical expenses. Money 
not used at the end of a year can be left in the account for 
medical costs in future years—offering some workers a 
means to also save for retiree medical expenses.

•	 Long-term	care	(LTC)	insurance is offered by some 
large employers that recognize the financial conse-
quences workers and retirees face if they need long-
term health care. While some employers pay for the 
benefit, others give employees the option of purchas-
ing their own coverage through their employer. In the 
latter case, coverage may be offered not just for the em-
ployee but also the employee’s spouse, partner, parents 
and in-laws. A group policy opens up opportunities for 
LTC coverage with a lower premium.

•	 Emergency	loan	programs	and	hardship	funds can 
help workers in financial crises who have exhausted other 
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learn more >>
Education
Benefits Conference for Public Employees
June 16-17, Albany, New York
Visit www.ifebp.org/publicemployee for more information.
34th Annual ISCEBS Employee Benefits Symposium
August 23-26, Vancouver, British Columbia
Visit www.ifebp.org/symposium for more information.
Money Matters: Your Budget 
Visit www.ifebp.org/elearning for more information.

From the Bookstore
AARP Roadmap for the Rest of Your Life
Bart Astor. Wiley. 2013.
Visit www.ifebp.org/books.asp?8958 for more details.
Recession-Proof Your Retirement Years
Steve Vernon. Rest-of-Life Communications. 2014.
Visit www.ifebp.org/books.asp?9012 for more details.
Falling Short: The Coming Retirement Crisis and What To 
Do About It
Charles d. Ellis, Alicia H. Munnell and Andrew d. Eschtruth. 
Oxford University Press. 2014.
Visit www.ifebp.org/books.asp?9042 for more details.
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means of obtaining financial assistance—avoiding loans 
or hardship withdrawals from their retirement savings.

•	 Employee	assistance	programs increasingly offer services 
and resources to help workers deal with financial issues. 
Assistance ranges from coaching and consultations con-
cerning budgeting, loan repayment and debt consolidation 
to advice on financial planning and investment options.

•	 Education	assistance	plans partially or fully reim-
burse employees for education and training ex-
penses. Given so many young workers are bur-
dened with substantial college debt, an employer 
might consider an employer match for loan repay-
ments versus a retirement contribution for workers 
under a specific age—say, 30 or 35. The develop-
ment of a worker’s skills is the foundation for on-
going employment, career advancement and meet-
ing retirement savings goals. Such a program can 
also help workers garner knowledge and skills that 
will enhance their chance of employment after re-
tirement. Some plan sponsors also help fund the 
college education of a worker’s dependents. Every 
dollar given for a child’s education represents a 
dollar a worker can shift to a retirement savings ac-
count.

Provide Personal Financial Information and Education

Until recently, the focus when educating retirement plan 

retirement security

takeaways >>
•   Plan sponsors may want to put limits on loans participants can 

take from retirement accounts. 

•  Helping employees with account rollovers can benefit both em-
ployees and plan sponsors. 

•  Insurance to manage health and other risks can have a substantial 
impact on a worker’s ability to save for retirement.

•  A holistic approach to promoting retirement security includes 
personal financial education.

•  Plan sponsors may want to target information and education 
depending on individuals’ different stages of life.

Frame Messages Using Behavioral Economics
Consider the following tenets of behavioral economics to 
motivate workers to take actions that will help them achieve a 
secure retirement.
Stress What Will Be Gained or Lost
People are highly motivated to avoid what they consider a loss. 
In fact, losing hurts worse than winning feels good. Frame mes-
sages so workers clearly understand how they might “gain” by 
taking action or “lose” if they don’t do something. For example:
A.   Planning for retirement is how dreams become reality. (Gain 

frame.)
B.   Make your money work for you—Let it compound! (Gain frame.)
C.   Would you like a 5% pay increase? Take advantage of your 

retirement plan match. (Gain frame.)
d.   Just say NO! Stop missing out on your retirement plan 

match. (Loss frame.)
E.   Would you rather pay yourself or Uncle Sam? Increase your 

retirement savings and cut your taxes. (Loss frame.)
Messages C and d show how the same point can be made 
using a gain or a loss frame. Some people may be motivated by 
one and not another. Consider using them in different messages, 
but don’t use them in the same message.
Point out What others Are Doing
When making decisions, people tend to do what they think most 
other people are doing. They believe that by doing so there is 

less chance they will make a mistake. They are also influenced 
by what they think is expected or socially acceptable. Using 
these social norms can help drive people to take specific action. 
Consider these messages to induce workers to save for their 
retirement:
•   80% of ABC employees contributed to their retirement plan 

last year.
•   Nine out of every ten new hires say “yes” to saving 15% of 

their pay for retirement.
The more similar the people described in a message are to 
those being targeted (e.g., co-workers in the same building), the 
more likely people are to copy the behavior desired.
Contrary to what many believe, facts and figures on bad behav-
iors are rarely helpful. Consider this recent headline:

1 in 4 Americans is saving nothing for retirement:
Do you want to eat cat food in your golden years?
(Chuck Jaffee, May 25, 2014)

These types of messages are attempts to shock people into tak-
ing action but typically have the opposite effect: “A lot of other 
people like me aren’t saving for retirement, so I don’t have to do 
anything either.” This message is also trying to scare people. 
Framing choices in terms of freedom and independence is more 
likely to get the desired result.
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participants was limited to introducing plan features and 
how to get enrolled. Sponsors are starting to realize achiev-
ing retirement security cannot be isolated from other parts 
of a person’s financial life. Workers who are on track for re-
tirement have a much stronger personal financial foundation 
than those who are not on track. These individuals are able 
to weather emergencies without tapping their retirement ac-
counts, pay off debt before it affects their ability to save and 
manage expenses to free up cash for retirement savings. An 
increasing number of plan sponsors are embracing a more 
holistic approach to promoting retirement security that in-
cludes personal financial education. Areas that often have 
the greatest impact on retirement savings and for which 
there is the greatest need for education include:

•	 Creating and managing a budget
•	 Managing credit/debt
•	 Acquiring sufficient insurance coverage
•	 Saving and borrowing for the purchase of a home
•	 Saving for a child’s education
•	 Saving and investing for retirement 
•	 Reducing taxes.
Another potential role of financial education is to help in-

dividuals assess their abilities to make personal financial de-
cisions, including those related to retirement preparedness. 
To help participants maximize the benefits from financial 
professionals, sponsors can also provide participants with:

•	 Characteristics of a good financial advisor
•	 Recommendations about when to seek financial advice 
•	 Common questions they might ask an advisor.
The right time to provide information and education tends 

to be when individuals are faced with a decision. For example:
•	 New	hires. When new employees are asked to enroll in 

their workplace retirement plan, they need information 
on plan features, any employer match and the tax impli-
cations of their choices. This is also a good time to en-
courage workers to save and to provide information on 
how much financial experts suggest they should save.

•	 20-	and	30-somethings. Emphasize the importance of 
saving early (compounding) and continually increas-
ing the amount saved.

•	 40-somethings. Four in ten retirees (42%) say they be-
gan to plan for retirement 20 years or more before they 
retired. Almost three in ten more report they started 
planning one to 19 years before retirement.1 Target 
these early planners and encourage them to assess their 

progress toward retirement. If they haven’t already done 
so, this is also a time to consider what they want to do 
in retirement and make adjustments to savings levels 
and the asset mix in their investment portfolio.

•	 Aged	50. The federal government permits “catch-up” 
contributions to DC plans and IRAs. Notify individu-
als the year they turn 50 that they can increase their 
retirement savings and encourage them to start mak-
ing a more detailed retirement plan if they haven’t al-
ready done so. Tell them it would be wise to confer 
with a financial advisor.

•	 50-somethings. Given the majority of people look at 
their future with greater depth and intensity by this 
age, this is the obvious time to provide information 
and programs that can help them make the transition 
into a secure retirement.

Letting workers access information and educational 
programs at their convenience and/or when they decide 
they need them is also effective. Delivery methods that do 
this well include recorded educational programs, employee  
hotlines and websites. 

Endnote
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“The 2014 Retirement Confidence Survey: Confidence Rebounds—for Those 
With Retirement Plans,” Issue Brief, No. 397 (EBRI: March 2014), p. 23.
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