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What Influences New Hires to Save for 
Retirement?

M
any people who start new jobs fail to enroll 

in the retirement saving programs offered 

by their employers, even when the company 

offers to match their contributions. It is  

not clear why they do not take advantage  

of these plans or what can be done to change that behav-

ior. A new study from the Financial Literacy Center is 

addressing these issues. By documenting the behavior 

of new hires at six large employers, the research team is 

identifying the factors that influence the choice to start 

saving for retirement. 

In the first year of the study, researchers focused on 

the range of 401(k) plans that these employers offer to 

understand whether features of the plans themselves lead 

to higher participation. This brief summarizes first-year 

results, which show striking differences in saving behav-

ior across plans. In the next year, the study will examine 

how different employer-provided educational materials 

and the timing of that information affect the employees’ 

participation in saving and retirement plans. 

The participating employers, listed in Table 1, offer 

widely different voluntary retirement saving plans— 

differences that allowed the study authors to assess how 

plan features are correlated with choices about whether 

and how much to save for retirement. At all employers 

except one (Pepsi Bottling Ventures [PBV]), the saving 

plans are supplemental to the company’s traditional pen-

sion plan. Table 2 summarizes the key differences among 

their plans. All employers studied except North Carolina 

State University (NC State) match employee contribu-

tions, ranging from 50 to 100 percent. Some start match-

ing right away, and others contribute after the employee 

has worked one year. Two employers automatically enroll 

their workers in the saving plan—employees must “opt 

out” if they do not want to participate—at a default 

contribution rate (a defined percentage of their salary). 

The others rely on the employees to enroll (or “opt in”). 

The study team also examined the type of information 

provided to new employees about these plans, how and 

when it was delivered, and whether the company followed 

up with employees about the importance of enrolling in 

the retirement plan.

Each of the employers provided administrative data 

on all employees hired in 2008 and 2009—a total of 

11,154 people—including salary, date of employment, 

gender, and age, along with a record of their contribu-

tions from the date they were hired to the third quarter 

of 2010. Researchers were able to calculate participation 
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and contribution rates by date of hire for each person 

hired during 2008 and 2009 and could observe differ-

ences in saving rates by gender, salary level, and age.

Key Findings

Preliminary findings, summarized in this section, indi-

cate that the features of the retirement plans described 

in Table 2 are strongly correlated with new hires’ retire-

ment saving decisions. However, because employees hired 

by these particular firms during the study period might 

differ from the overall U.S. workforce in ways that cannot 

be completely controlled for in this study, the reader is 

cautioned that these findings might not generalize to 

other workers.

Employees Are Responsive to Employer Match Incentives
Data from the three firms that have opt-in plans and an 

employer match show that a very high percentage of enroll-

ees who decide to enroll in the plan contribute at least 

enough to receive the full employer match. The authors 

hypothesize that, since the value to the employee of con-

tributing to the plans spikes sharply upward at the moment 

that the employer match becomes available, the date of 

Table 1. Characteristics of Employers Participating in the Study

Company Type of Company/Institution

Total Employees, 

2008–2009 New Hires, 2008–2009

Branch Banking and Trust (BB&T)
10th-largest financial service company in United States, 
operating in 13 states and Washington, D.C. 30,000 7,500

Progress Energy
Fortune 500 electric utility company serving North and 
South Carolina and Florida 10,000 1,160

Pepsi Bottling Ventures (PBV)
Largest privately held Pepsi-Cola bottler in the United 
States, manufacturing >500 beverages 2,500 630

Martin Marietta Materials
Manufacturer of construction aggregates and chemical 
products, operating in 28 states and internationally 4,000 300

NC State Public research university 8,200 faculty and staff 650

Williams Fortune 500 natural gas company operating in 22 states 4,400 800

Table 2. Comparison of 401(k) and Other Supplemental Plans

Company

Employer Match 

Eligibility

Employer Match 

Amount Auto-Enroll

Auto-Enroll 

Default Contributor

Automatic Contribution 

Increase

BB&T
After 1,000 hours and  

1 year of service 100% on 1st 6% No No No

Progress Energy 1st day of employment 100% on 1st 6% No No No

PBV
After 1,000 hours and  

1 year of service
100% on 1st 4%; 
50% on next 2% 60 days after hire 3% 

Optional managed saving 
feature allows automatic 
increase of preselected 

amount up to 10% per yeara

Martin Marietta 
Materials

After 6 months of 
employment 50% on 1st 7%

Immediately 
eligible 2% 1% each year to 7% total

NC Stateb No match No match No No No

Williams 1st day of employment 100% on 1st 6% No No No

a As of January 2010, all employees were automatically enrolled in the managed saving plan. 
b Offers employees 3 retirement saving options: 401(k), 403(b) (similar to 401[k] but for nonprofit organizations), and 457 (similar to 401[k] and 403[b] but primarily 
for government employees).
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the match could be an important “teachable moment” for 

employers to inform their workers how the terms of enroll-

ment have changed and what it means to them.

Traditional Plans Show Differences in Participation 
Across Groups
A key policy concern about fi nancial planning is that 

groups most in need of retirement saving are least likely 

to participate in voluntary retirement plans. This study 

confi rms that concern. For traditional opt-in plans, the 

data show persistent gaps in participation by gender, 

age, and income groups. At BB&T, for example, which 

matches 100 percent of contributions after one year of 

employment, just 20 percent of women enrolled in the 

plan after 430 days of employment in 2009—a year in 

which all groups showed lower enrollment because of 

the fi scal crisis—compared with 40 percent of men. 

Other groups with low enrollment are young workers and 

low-income workers. For example, in 2009, 20 percent of 

workers under 25 enrolled in the plan, compared with 

40 percent of workers ages 45 to 54. Low-income workers 

(defi ned as earning less than $37,370) had the lowest rate 

of participation. In 2009, just 17 percent of low-salary 

workers (typically, bank tellers) enrolled, compared with 

52 percent of workers who earn more than $37,370.

Automatic Saving Plans Have Highest Rates of 
Participation
Plans that enroll new hires automatically have higher 

participation. Martin Marietta Materials, for example, 

adopted an auto-enrollment plan in 2007; now, 90 per-

cent of its salaried employees (and 80 percent of hourly 

employees) are saving for retirement. Only 3 to 5 percent 

of newly hired employees chose to opt out of the plan. 

Figure 1, which compares enrollment rates of all six 

employers, shows that auto-enrollment rates are 20 to 

30 percentage points higher than opt-in plans with 

employer matches. These descriptive fi ndings are con-

sistent with experimental evidence reported in many 

studies showing that automatic enrollment signifi cantly 

increases participation rates in retirement saving plans.

Auto-Enrollment Plans Show No Gaps in Participation 
Rates Across Groups 
Plans with auto-enrollment show higher participation rates 

among all groups of employees, even those that typically 

participate at much lower rates. At Martin Marietta Materi-

als, for example, all women hired in 2008 and 95 percent 

of women hired in 2009 were participating, compared with 

93 percent of male employees in 2008 and 91 percent in 

2009. The young are also staying in the plans—sometimes 

in higher numbers than other age groups.

Auto-Enrollment Plans Show Only Slight Decline in 
Participation Over Time
Although this study did not collect longitudinal data, it 

does provide some evidence that employees at the two 

Figure 1. Automatic Enrollment Increases Participation in 

Retirement Savings Program
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Plans with auto-enrollment show higher participation rates among all groups 
of employees, even those that typically participate at much lower rates.  
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employers with auto-enrollment plans were more likely to 

sustain their enrollment. Of the 332 individuals hired in 

2008 and 2009 by Martin Marietta Materials, only 22 had 

elected to stop contributing as of the summer of 2010. Of 

the 337 new workers at PBV in 2009, the year it adopted 

auto-enrollment, only 13 (4 percent) had opted to stop 

contributing as of the summer of 2010. 

Figure 2 offers some longitudinal perspective by com-

paring enrollment percentages at one point in time (July 

2010) of workers hired at different times. Those hired in 

the fi rst quarter of 2008 had been employed for two and 

a half years, compared with workers hired in the fourth 

quarter of 2009, who had been at the company for just six 

months. If automatically enrolled employees were drop-

ping out of the program, the line would slope upward 

from left to right. The fi gure shows that there is a slight 

upward slope for PBV but no such movement for Mar-

tin Marietta Materials. In contrast, participation in the 

opt-in plans is lower at all hire dates and exhibits greater 

fl uctuations over time. 

Default Contribution Levels Might Discourage Higher 
Contributions
Employees who are automatically enrolled in a retire-

ment saving plan tend to select the initial default rates 

of contribution. For example, at Martin Marietta Materials, 

new employees are automatically enrolled at 2 percent of 

their salary, and that amount is automatically increased 

by 1 percent per year until it reaches 7 percent. Although 

new hires are eligible for a 50-percent match on up to 

7 percent of their pay after six months of employment, 

few employees take advantage of that match. Only 21 per-

cent of 2008 hires and 11 percent of 2009 hires contribute 

the 7 percent of salary needed to get the full employer 

match. A similar pattern was found at the other auto-

enrollment company, PBV. 

The Recession’s Effects on Retirement Savings Might 
Be Lasting
Employees who were hired when the stock market hit 

its lowest point were less likely to participate in a saving 

plan—not only initially but also over the entire two years 

of the study. Although this was not a focus of the study 

in its fi rst year, the authors suggest that fi nancial educa-

tion might prove to be particularly effective in boosting 

participation rates in this group. 

Employers Provide Extensive Information at 
Orientation, but Further Efforts Are Mostly Ad Hoc
When workers are fi rst employed, the human resource 

staffs of these six employers provide new hires with 

considerable information about the employer and its 

employee benefi ts, including specifi c information on how 

to enroll in supplement retirement saving plans and the 

benefi ts of doing so. After the initial orientation process, 

most of the employers in this study rely on their 401(k) 

plan providers to disseminate reminders and information 

to employees encouraging them to enroll in the retire-

ment plan or to increase their contribution rates. 

The authors hypothesize that more-targeted infor-

mation plans, focused on specifi c “teachable moments,” 

might be more effective in increasing retirement saving. 

The date when the employer match begins could be 

one such teachable moment. The authors suggest that 

employers make sure that their employees know when 

the terms of enrollment change and why they should take 

advantage of this change to enroll in the program or 

increase their contribution. 

Figure 2. Participation in Auto-enrollment Plans Is More 

Stable Over Time
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Next Steps

The policy issue at the heart of this study is whether 

improving the financial literacy of newly hired work-

ers can motivate more of them to enroll in a retirement 

saving plan. Researchers have already documented the 

materials these employers provide to new hires and devel-

oped a sketch of the orientation and financial education 

they offer. For the second year of the project, the employ-

ers have agreed to work with the research staff to make 

their educational interventions more systematic and 

evaluate their effectiveness using small-scale randomized 

experiments. These experiments will vary the content of 

the information, as well as the way it is presented (e.g., 

face to face, group programs, online readings, hard-copy 

materials) and evaluate the effects on different kinds of 

workers. The analysis should provide policymakers with 

insights about the most-effective ways employers can 

encourage American workers—particularly those with 

persistently low enrollment in retirement plans—to save 

for the future. ●
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