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Enhancements to Automatic Enrollment: 
The Next Step

Plan sponsors who’ve set up automatic 

enrollment features might have good reason 

to feel like they’ve made a positive impact on 

helping their employees to start saving for 

retirement. 

Auto enrollment, however, is already something 

that most 401(k) and 403(b) plan sponsors 

are implementing, according to the latest 

industry research. In fact, a growing number of 

retirement plan administrators are reportedly 

taking advantage of new software and other 

technologies to advance the automatic 

enrollment process. 

“Having demonstrated the ability to improve 

retirement outcomes, we see continued growth 

for automatic solutions. That growth is likely to 

be driven by automatic features that go beyond 

enrollment — the traditional driver of growth 

among automatic solutions,” noted Vanguard 

in its latest study of retirement plan data (“How 

America Saves 2021: Insights to Action”).

The Secure Act, passed in late 2019, is credited 

with helping to boost use of automation in 

retirement planning. Among other initiatives, 

it allowed millions of part-time employees 

who weren’t eligible in the past to participate. 

As estimated by the Plan Sponsor Council of 

America, nearly three-fourths of plans now allow 

salaried part-time employees to participate 

and almost 70% let hourly part-time employees 

contribute.  

Boosted by such growth, overall participation 

rates in the U.S. have surpassed 90%, according 

to the council’s end-of-year comprehensive 

market survey. (See: “Retirement Plans are 

Looking more Secure,” Dec. 2021). 

Vanguard, which is one of the industry’s largest 

fund providers, credits several achievements by 

plan sponsors to driving improved participation 

rates in plans it helps to administer. 

For example, in its “How America Saves” 

study, Vanguard found plans using automatic 

enrollment reached an average participation 

rate of 92% in 2020, the most recent year of data. 

At the same time, it also estimated that just 62% 

of participants took advantage of their workplace 

retirement savings options in plans offering only 

voluntary enrollment. 

By contrast, participants in plans adopting 

automatic enrollment saved more than 50% 

more for their nest eggs than those working at 

firms relying on voluntary enrollment. 

Already used by a majority of plan sponsors, auto enrollment features can be considered 
as yesterday’s solution. Here are some fresh ideas to hike participation.
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“And improvements to automatic enrollment 

strategies continue,” the Vanguard report added. 

In particular, the study’s authors suggest that 

automatically increasing a participant’s savings 

rate on an annual basis is finding wider appeal 

in the retirement planning community. “Our 

research shows that participants enrolled in a 

plan with automatic increase (features) save, on 

average, 20% to 30% more after three years in 

the plan,” Vanguard pointed out, “compared with 

participants in an automatic enrollment plan that 

does not automatically increase participants.”

Lawmakers in Washington, D.C., are apparently 

tracking such results as new proposals are 

showing up in Congress to expand automatic 

enrollment. As reported recently by CNBC 

[“Here’s What’s New with 401(k) Plans This Year”], 

one provision being debated would allow plan 

sponsors to automatically make contributions to 

pay off student loans for employees. 

Vanguard, for one, says it generally is supportive 

of legislative efforts to expand ways plan 

sponsors can increase and direct participants’ 

contributions in meaningful ways. 

“And because we believe retirement success 

hinges on participants reaching a target saving 

rate of 12% to 15% as soon as possible, an 

automatic increase feature—coupled with 

automatic enrollment at least at the match 

level—is a very powerful way to help participants 

reach their target,” Vanguard commented in its 

study on retirement plan savings trends. 

In reviewing such reports, the American Society 

of Pension Professionals and Actuaries has 

pointed to a few specific ways that some plan 

sponsors are finding rewarding in terms of 

increasing workplace savings rates. These 

include implementing automatic enrollment in 

tandem with annual automatic increase features 

— as opposed to more (or less) frequent options. 

It’s common, the society has noted, for such a 

plan to target an automatic contribution rate up 

to at least the employer’s match. 

It’s still early in the game, so to speak, for turning 

to greater use of automatic contribution options 

for defined contribution plans, observed the 

Plan Sponsor Council in its 64th Annual Survey 

Report, which was released in December 2021. 

Even so, the industry trade group estimated that 

more than a third of workplace retirement plans 

now have some sort of “auto-escalation” cap 

greater than 10% of pay. 

“This, along with the fact that the most common 

default deferral rate is now six percent of pay, 

with 65% of plans now using a default rate more 

than three percent, will significantly boost overall 

savings rates over time,” the council predicted. 




