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Executive Summary
With a goal of helping their employees save for retirement,
government agencies often offer a supplemental retirement plan, but thus far, few have begun to auto-enroll their
employees into these plans. Rather than making such
decisions in a vacuum, employers should consider the
available data on employee behavior when auto-enrolled,
when a default contribution rate is chosen for employees,
or when the rate is automatically increased over time
(auto-escalation). Through careful launch design, employers can optimize employee saving habits.
This report presents the results of a national survey
of 400 state and local government employees, assessing
their perceptions of auto-enrollment into supplemental

Additionally, this research aims to understand
attitudes and behaviors of public sector employees
regarding retirement savings, their progress towards
financial security, and issues driving their plan
participation. Key findings include:
• If automatically enrolled into a supplemental retirement plan, three in four respondents (77 percent)
would choose to stay in the plan.
• The default deferral rate impacts whether respondents
would change the rate or leave it as is. Those given
the 1-percent default were significantly more likely to
stay in the plan but change the deferral rate amount,
while those given the 7-percent default were significantly more likely to stay enrolled in the plan and
leave the percentage as is.

retirement plans (SRPs). The survey was conducted
November 28 through December 10, 2018 by the Center
for State and Local Government Excellence (SLGE) and
Greenwald & Associates.
In particular, the research investigates the impact
of varying default deferral rates on an employee’s
likelihood to stay in the plan and at what deferral rate.
Respondents in the study were randomly assigned to
one of four experimental groups. Three groups received
a description of auto-enrollment with varying default
deferral rates (1 percent, 4 percent, 7 percent) and one
group received an unspecified default rate.

default settled on a 7.6-percent deferral—a significantly higher rate than the 5.4-percent of the group
given the 1-percent default deferral rate.
• One in four respondents (25 percent) view the default
deferral rate as the contribution rate recommended by
their employer. While 14 percent of individuals given
the 1-percent default view the default as a recommended contribution rate, substantially more of those
given the 7-percent default do so (38 percent).
• Overall, 47 percent of respondents approve of autoenrollment in an SRP. Strong approval declines from
24 percent to 12 percent when the default is set at 7
percent rather than 1 percent. Similarly, 44 percent of
respondents approve of employers setting an employee’s default deferral rate.

• Employees choosing to change the default deferral
rate most often report that they need to save more
than the set default deferral rate, or that the set
percentage is too low. Those choosing to stay in the
plan but to leave the rate as is most often report that
the set percent is fair/reasonable, that saving this
amount is a good idea, and that the set percentage
will increase their savings.

• Respondents hold divided views on auto-escalation in
supplemental plans, with slightly more disapproving
(38 percent) than approving (30 percent). Approval
and disapproval are affected by default deferral rate;
while 33 percent of respondents in the 1-percent default group disapprove of auto-escalation, 48 percent
of respondents in the 7-percent default group disapprove of auto-escalation.

• For those who would stay in the plan, higher default
deferral rates result in respondents settling on a
higher contribution rate. Those given the 1-percent
default were more likely to increase their contribution,
but settle on an average (mean) rate of 5.4 percent.
Those given the 4-percent default increased to a
6.6-percent deferral rate. Those with a 7-percent

• Employees who approve of auto-enrollment say it
encourages saving, that people are unprepared for
retirement, that people would not enroll on their own,
and that it is done with the best interests of the
employee in mind. Those who disapprove believe that
participation should be the worker’s choice—not their
employer’s.
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Other Key Findings
• State and local government employees are generally
satisfied with their employer and very few are
currently looking to leave. While a majority of
employees believe their wages are competitive (58
percent), a higher proportion consider their benefits
to be competitive (74 percent).

• Nearly four in five participants (79 percent) are

satisfied with their retirement plan. Employees are
likely to participate in a defined contribution plan or
defined benefit plan when it is offered.

• Most owe some type of consumer debt (84 percent)
and have savings goals in addition to retirement
(85 percent). About two-thirds of these respondents
(67 percent) say their debt or savings goals have
prevented them from saving more for retirement.

• Most employees express some confidence about

affording the financial aspects of retirement, though
few express a high level of confidence. Three in four
are at least somewhat confident they will be able to
retire at the desired time and that they are on track
for a financially secure retirement.

• Over one in four have been provided information/

education about retirement planning from an
employee benefits professional, employer-provided
retirement plan representatives, or a personal
financial advisor. A personal financial advisor is
seen as the most useful resource, as over three
in four who worked with an advisor consider the
provided information/education to be helpful.

• A slim majority want more information about

general financial issues and retirement planning.
However, many express satisfaction with the level
of communications they currently receive from their
employer and the company that sponsors their
retirement plan. About three in ten would welcome
an increase in one-on-one in-person communication
by employers and financial services companies.
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Introduction
Many state and local government retirement systems
face challenges related to ensuring the long-term fiscal
sustainability of their retirement plans, while also continuing to provide the high-quality retirement benefits
that have historically underpinned effective workforce
management. Following the Great Recession, all state
and many local government retirement systems implemented pension reforms that increasingly shift the
responsibility of saving for retirement from the public
employer to the employee.1 Similar changes are impacting retiree health care benefits as well.2 The complexities of retirement-related decisions that public sector
employees face apply to primary retirement plans and
supplemental retirement plans alike. Many public sector
workers are not participating in supplemental retirement
plans (SRPs), despite the long-term benefits of doing so,
due to inertia and decision fatigue. Today, automaticenrollment of public employees into supplemental plans
by their employers is receiving more attention as a
method for combatting this inertia and encouraging
additional retirement savings.3
A 2018 report from the Center for State and
Local Government Excellence (SLGE) and faculty
from North Carolina State University found that the
employee participation rates in the SRP of the South
Dakota Retirement System plan dramatically increased
following the introduction of automatic enrollment in
2009. While less than 3 percent of new hires had been
enrolled prior to implementation of auto-enrollment,
participation rates post-implementation jumped to
more than 90 percent for individuals at agencies with
automatic enrollment; the participation rate at agencies
without automatic enrollment at that time averaged 5
percent.4
At the same time, however, the introduction of autoenrollment also resulted in a decrease in the average
amount that employees were contributing to their
SRPs. While median contribution rates for workers who
enrolled in the SRP in their first year of employment
ranged between 2 and 3.5 percent of annual salary prior

to the introduction of automatic enrollment, in the post2009 years (after the introduction of auto-enrollment),
median contribution rates fell to approximately 1 percent
of annual salary. One potential explanation offered by
the authors is that employers were viewing the default
percentage contribution as a suggestion or the norm.5
This theory raises the possibility that one approach
to improving the retirement-related financial decision
making of individuals is the use of principles from
behavioral economics. When facing uncertainty,
individuals often turn to biases and heuristics to help
make decisions. One such example is Kahneman and
Tversky’s well-documented phenomenon of anchoring,
when “…different starting points yield different
estimates, which are biased toward the initial values.”6
Applying the phenomenon of anchoring to autoenrollment raises the following question: If enrollees do
use the deferral rate as an anchoring point in choosing
their deferral rate, would altering the default percentage
to adjust the anchor change contributions?
To explore this possibility, the Center for State
and Local Government Excellence and Greenwald &
Associates conducted an online survey of 400 state and
local government employees regarding their perceptions
of auto-enrollment into supplemental retirement plans. In
particular, the research investigates the impact of varying
default deferral rates on an employee’s likelihood to stay
in the plan and at what deferral rate. Additionally, this
research aims to understand attitudes and behaviors of
public sector employees regarding retirement savings,
their progress towards financial security, and issues
driving their plan participation.
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Survey Results
Sample Demographics
The demographic characteristics of the 400 state and local employee survey respondents are displayed in Table
1. Survey respondents are majority female, white or
Caucasian, married, and working for state government.
A little more than half of respondents work in education, with public safety and health and human services
being the next most common industries. Respondents
tend to be older with a median age of 517 and well
educated (75 percent have received their bachelor’s or
a graduate/professional degree). There is some variation in respondents' geographic region, number of years
working for their employer, and annual household and
personal income.

The demographic characteristics of the survey
sample generally align with the overall state and
local government workforce. Of the approximately
19.5 million state and local government employees
working across the United States in 2017, 11.2 million
work in the education field and approximately one
million are in police protection, with the rest filling
all other aspects of state and local positions, from
general administration to utilities to transportation to
hospitals.8 As of 2017, these state and local workers
have an average age of 44 years. Sixty percent of state
and local employees are female. Fifty-six percent
of state and local government employees have a
bachelor’s, advanced, or professional degree.9

Table 1. Sample Demographics
Gender

%

Employer

%

Race/Ethnicity

%

Male

34

State government

68

White or Caucasian

79

32

Black or African American

14

Asian or Pacific Islander

8

Hispanic/Latino/Spanish
descent

4

Native American
Other (specify)

Female

66

Local government

Age

%

Industry

%

18-44

32

Education

53

45-54

27

Public Safety

16

55-64

40

Health & Human Services 13

65 or older

2

Transportation

5

Administration & Finance

4

Education

%

Public Works/Utilities

4

Less than a high school diploma

--

Parks & Recreation

1

Graduated high school

5

All Other

3

Some college (no degree)

11

Total Annual Personal
Income

%

Less than $25,000

3

$25,000 to $49,999

20

$50,000 to $74,999

29

$75,000 to $99,999

20

*

$100,000 to $124,999

10

--

$125,000 to $149,999

9

$150,000 or more

10

Total Annual Household
Income

%

Less than $25,000

1

$25,000 to $49,999

14

$50,000 to $74,999

19

$75,000 to $99,999

18

$100,000 to $124,999

16

$125,000 to $149,999

12

$150,000 or more

17

Don’t know

3

Marital Status

%

Married

61

Single, never married

20

Divorced or separated

10

Living with a partner

6

Widowed

3

Prefer not to say

*

Associate’s degree or completion 9
of technical or vocational school

Number of Years Working
with Current Employer
%

Bachelor’s degree

32

Under 10 years

31

Graduate/professional degree

43

10 to 19 years

36

Region

%

20 or more years

33

Northeast

21

South

33

Midwest

21

West

26

Note: n=400; *=<0.5%; some figures may not total to 100% due to rounding
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Table 2. Split Sample Design
Split 1:
unspecified
percentage

“Some employers automatically enroll new employees (or current employees who have not voluntarily enrolled) in the supplemental retirement plan. Employees may opt out of participating, but otherwise they remain in the plan and a set percentage (or dollar amount) of the
employee’s wages is contributed to the plan going forward. The employee may also elect to increase or decrease the deferral amount
contributed to the plan.”

“Some employers automatically enroll new employees (or current employees who have not voluntarily enrolled) in the supplemental retireSplit 2:
default deferral ment plan. Employees may opt out of participating, but otherwise they remain in the plan and 1% of the employee’s wages is contributed
to the plan going forward. The employee may also elect to increase or decrease the deferral amount contributed to the plan.”
rate of 1%
“Some employers automatically enroll new employees (or current employees who have not voluntarily enrolled) in the supplemental retireSplit 3:
default deferral ment plan. Employees may opt out of participating, but otherwise they remain in the plan and 4% of the employee’s wages is contributed
to the plan going forward. The employee may also elect to increase or decrease the deferral amount contributed to the plan.”
rate of 4%
“Some employers automatically enroll new employees (or current employees who have not voluntarily enrolled) in the supplemental retireSplit 4:
default deferral ment plan. Employees may opt out of participating, but otherwise they remain in the plan and 7% of the employee’s wages is contributed
to the plan going forward. The employee may also elect to increase or decrease the deferral amount contributed to the plan.”
rate of 7%

Default Deferral Rates

plans.10 Respondents in the four splits did not differ significantly across key demographic characteristics.11

Respondents in this study were assigned, at random, to
a survey path that proposed automatic enrollment into
a supplemental retirement plan at either an unspecified
percentage (Split 1), a default deferral rate of 1 percent
(Split 2), a default deferral rate of 4 percent (Split 3), or
a default deferral rate of 7 percent (Split 4). The goal of
this survey design was to determine if different employer-set default deferral rates would affect auto-enrollment
outcomes and perceptions. Table 2 displays the text
seen by respondents in each split sample. Employees in
all four splits were provided with the same introductory
language explaining the role of supplemental retirement

After being randomly assigned to one of the four
scenarios in Table 2, respondents were asked what they
would do if their employer automatically enrolled them
in a supplemental retirement plan and set 1 percent,
4 percent, 7 percent, or an unspecified percentage
of their wages to be contributed to the plan going
forward. Overall, if automatically enrolled, three in four
respondents (77 percent) would choose to stay in the plan
(Figure 1). Interestingly, the default deferral rate shown
did not impact the likelihood that respondents would
opt out of the plan (overall, less than 1 in 10 would opt
out). However, the rate did impact whether they would

Figure 1. Action Would Take Upon Automatic Enrollment

59%

60
50
43

40

Total

36%

33%

30

33%

30%

30%

25%

22%

20
10
0

Split 4 (7%)

Split 3 (4%)

49%

46%

%

Split 2 (1%)

Split 1 (unspecified %)

8%

Would stay enrolled in the
plan, but would change the
% of your wages contributed

Would stay enrolled in the
plan and would leave the
contribution % as is

9%

6%

8%

11

%

Would opt out of the plan

15%

13%

16%
8%

Don’t know

n=400 (Split 1, n=100; Split 2, n=100; Split 3, n=100; Split 4, n=100)
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change the rate or leave as is. Those in Split 2 (default
deferral rate of 1 percent) were significantly more likely
to stay in the plan but change the deferral rate amount.
Meanwhile, those in Split 4 (default deferral rate of 7
percent) were significantly more likely to stay enrolled
in the plan and leave the percentage as is. Finally, those
in Split 1 (unspecified percent) were significantly more
likely to report that they are not sure what action they
would take.
Respondents who chose to stay in the plan and to
change the deferral rate were asked to explain their
rationale for this decision. The top reasons for choosing
to change the default deferral rate are displayed in
Figure 2. By far the most common reason given was

that they need to save more than the set default deferral
rate, or that the set percentage is too low.
Respondents who chose to stay in the plan but
to leave the rate as is were also asked to explain the
rationale for their decision. Responses, displayed in
Figure 3, were a bit more varied than the responses for
those who chose to change the rate. The most frequently
endorsed explanations centered around the set percent
being fair/reasonable (15 percent), a general sense that
saving this amount was a good idea (13 percent), and the
view that the set percentage will increase their savings
(13 percent).
Figure 3. Top Reasons for Staying in Plan but Leaving
Default Deferral Rate As Is

15%

Figure 2. Top Reasons for Staying in Plan and Changing
Deferral Rate

Set % is fair/resonably good

45%

13%

Need to save more than set %/set % is too low

General positive/affirmative

11%

13%
Set % will increase my savings

General positive/affirmative

11%

10%

Set % is easy/convenient

Want control of finances/investments/savings %

11%

9%

Currently do this/am currently in a plan like this

Planning for future/need a more secure retirement

8%

8%

Already contribute to retirement plan/this is supplemental

7%

Depends on my financial situation at the time

Would revisit set % later to change

8%

6%

Can't afford set %/would lower contribution/can’t afford to save more

0
n=176

10

20

30

40

Trust plan/employer to determine set %

50

0
n=131

3

6

9

12

15
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Among the small number of respondents who
chose to opt out of the plan (8 percent of the
total sample), the top reasons for doing so are
presented in Figure 4. When respondents chose
to opt out of auto-enrollment, it was most often
because they feel confident that they are already
saving enough for retirement (33 percent). One
in five respondents cited a desire to have control
over their finances, investments, and savings
percentages.
Among employees who chose to stay in
their plan (at the default rate or at a different
rate), higher default deferral rates resulted in
respondents settling on a higher contribution rate.
Those given the 1-percent default rate were more
likely to increase their contribution but settle on
a 5.4-percent rate on average. Those given the
4-percent default increased to a 6.6-percent deferral
rate. And those posed with a 7-percent default
settled on a 7.6-percent deferral (a significantly
higher rate than the 5.4-percent of the first group)
(Table 3). While those given an unspecified
percentage selected an even higher deferral rate
on average (9 percent), this is likely at least partly
attributable to them having less information than
the other three groups with which to make an
informed decision. This explanation is supported
by the unspecified percentage group being the only
group with respondents who reported that they
were not sure what deferral rate they would select.
To gain additional clarity on the role of
the default deferral rate as an anchor, survey
respondents were asked to report their perceptions
of what the default deferral rate represents. As
shown in Figure 5, one in four respondents overall
viewed the default deferral rate as a recommended
contribution rate (though this is driven largely
by those shown a higher default deferral rate).
While 14 percent of individuals in Split 2 (default
deferral rate of 1 percent) view the default as a
recommended contribution rate, substantially
more of those in Split 4 (default deferral rate of 7
percent) do so (38 percent).
It is worth noting that nearly 1 in 4 respondents
in Split 1 (unspecified percentage) were not

Figure 4. Top Reasons for Opting Out of Plan

33%
I am already saving enough/do not need supplemental plan

20%
Want control of finances/investments/savings %

12%
Can't afford set %/would lower contribution/can't afford to save more

9%
Currently do this/am currently in a plan like this

9%
Could get better results saving on my own

6%
Need more info

0

5

10

15

20

25

30

35

n=33

Table 3. Average Deferral Rates Employees Would Select
Split

Mean

Median

Split 1 (unspecified percent)

9.0%

8.0%

Split 2 (1%)

5.4%

4.0%

Split 3 (4%)

6.6%

4.0%

Split 4 (7%)

7.6%

7.0%

Total

7.0%

7.0%

n=307 (Split 1, n=68; Split 2, n=81; Split 3, n=77; Split 4, n=81)
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Figure 5. Perception of What Default Deferral Rate Represents

40

Total

38%

Split 2 (1%)

Split 1 (unspecified %)

Split 4 (7%)

Split 3 (4%)

35
30%

30
26%

25%

25

22%

22%

20

20%

17%

15

14%

24%

23%

26%

14%

15% 15%

15%

13%

10

9% 9%

12%

11%
7%

8%

5

6%

12%
5%

7%

6% 6%

2%

0

A recommended
contribution rate

The minimum
contribution rate in
order to participate

The minimum
contribution rate
that employers
would recommend

16%

The maximum
contribution rate
that employers
would recommend

Nothing meaningful
about it

9%

8%

7%
4%

The maximum
contribution rate
possible

Don’t know

n= 400 (Split 1, n=100 Split 2, n=100; Split 3, n=100; Split 4, n=100)

sure how to view an unspecified deferral rate, further
supporting the idea that a specified percentage is
viewed by employees as having meaning. When those
in Split 1 were asked to estimate what percentage of
an employee’s wages they think is typically set by
the employer to be contributed to the plan when an
employee is automatically enrolled in a supplemental
retirement plan, these respondents estimated that

employers would set a savings percentage of 7 percent on
average (median of 5 percent). Estimates varied widely,
however, from a low of 1 percent to a high of greater
than 15 percent.
Slightly less than half of respondents approve of autoenrollment in a supplemental retirement plan (Figure 6).
Strong approval declines when default rates are set at 7

Figure 6. Approval of Auto-Enrollment, Setting a Default Deferral Rate, and Auto-Escalation

Auto-enroll

Set default rate

Total Approve Total Disapprove

Total Approve Total Disapprove

Auto-escalate
Total Approve Total Disapprove

Total

47% 21%

44% 21%

30% 38%

Split 1

47% 19%

43% 18%

30% 31%

Split 2

47% 18%

48

13%

30% 33%

Split 3

54% 21%

53% 22%

41% 42%

Split 4

42% 27%

35% 31%

21% 48%

n= 400 (Split 1, n=100 Split 2, n=100; Split 3, n=100; Split 4, n=100)
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Figure 7. Reasons for Approval of Auto-Enrollment

24%

percent. When it comes to employers setting employees’
default deferral rate, a little more than two in five
approve of employers doing so. However, three in ten
respondents with a default rate of 7 percent disapprove
of auto-enrollment, a higher disapproval rate than any
of the other three groups. Meanwhile, respondents hold
divided views on automatic escalation in supplemental
plans, with slightly more disapproving than approving.
When auto-escalation is used, a participant’s
contribution to a plan is increased at regular intervals
(typically annually) until a set contribution level or cap
is reached.12

Encourages employees to save for retirement

14%

People do not prepare enough for retirement

13%
Employees wouldn’t enroll on their own

13%

Those who approve of auto-enrollment (Figure 7)
say it encourages saving. They also feel that people are
unprepared for retirement, that employees would not
enroll on their own, and that auto-enrollment is done
with the best interests of the employee in mind.

Done with the best interest of the employee

12%
Other

In contrast, when respondents disapprove of autoenrollment (Figure 8), it is most often because they
believe that participation should be the worker’s
choice—not their employer’s.

10%
General positive/good/affirmative

7%

Figure 8. Reasons for Disapproval of Auto-Enrollment

Employees will rely less on Social Security/government programs

69%

6%

Should be workers choice/not employers choice

14%

Easy/automatic/convenient

5%

Supplemental plans should be optional

12%

Forces people to save

4

Employees can't afford to save

%

7%

Benefit offered by employer/builds trust with employer

Other

3%

4%

Employees will not notice $

Unnecessary

3%

1%
Don't know

Don't Know

0
n=191

5

10

15

20

25

0
n=84

10

20

30

40

50

60

70

80
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Current Retirement Plan Details
Of the state and local government employees surveyed, the
majority are offered a traditional
pension, or defined benefit (DB)
plan (61 percent).13 When employees are offered a DB plan,
the vast majority of employees
(94 percent) participate in the
plan. Fewer employees (47
percent) are offered a defined
contribution (DC) plan. When
they are offered a DC plan, 78
percent choose to participate.
It is worth noting that approximately one in five state and
local government employees
did not know if their employer
offers a DB and/or a DC plan
(Table 4).
The median number of
years that participants
have been enrolled in their
employer’s defined benefit
plan is 17 years (mean, 16.8
years), and the median
number of years they have been
enrolled in their employer’s
defined contribution plan is 13
years (mean, 13 years).

Table 4. Retirement Plans Offered/Participating
Employee
Participating
In Plan

Employer Offers
Plan
Yes

No

Don’t
know

Yes

No

Don’t
know

A defined benefit (DB) plan: promises a specified
monthly benefit at retirement. The plan may state
this promised benefit as an exact dollar amount or it
may calculate a benefit through a plan formula that
considers such factors as salary and service.

61%

20

19

94

4

2

A defined contribution (DC) plan: does not promise
a specific amount of benefits at retirement. In these
plans, the employee or the employer (or both)
contributes to the employee’s individual account
under the plan. The employee ultimately receives
the balance in his or her account, which is based
on contributions plus or minus investment gains or
losses.

47%

31

22

78

19

3

n=400 for “Employer Offers Plan,” n=251 for “Employee Participating in Plan (DB)”
and n=193 for “Employee Participating in Plan (DC)”

The median percentage of salary, before taxes, that employees are currently
contributing to their defined contribution plan is 7 percent.
When employees are offered both a defined benefit and a defined contribution
plan, a little less than half (48 percent) say their employer considers the DC plan
to be supplemental.

Attitudes about Employer Plans
More than half of state and local
employees (58 percent) believe
that the wage compensation
offered by their employer is somewhat or very competitive with
the labor market, while nearly
three in four (74 percent) believe
that their benefits compensation is competitive with the labor
market. Interestingly, as shown in
Table 5, state and local

Table 5. Competitiveness of Employer Offerings
Wages

Benefits

Sample

Yes

No

Don’t
know

Yes

No

Don’t
know

State and local employees

58%

29

13

74

15

11

State and local employers

56%

41

2

90

8

2

Sample size for state and local employees was n=400, while sample size for state and local
employers was n=302; some figures may not total to 100% due to rounding
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government employers (based on an annual SLGE
workforce survey of human resource professionals14)
view the wages they offer very similarly: 56 percent
describe them as competitive with the labor market.
Employers view benefits compensation as more competitive than employees do, however, with 90 percent
of state and local government employers describing
the benefits offered as competitive.15

Figure 10. Outlook on Staying with Current Employer

42%
I have a strong desire to stay with my current employer

20%
I would never leave my current employer

Among those offered retirement plan(s) by their
employer, four out of five employees are satisfied with
the retirement plan(s) (Figure 9).

16%
I’d like to stay with my current employer, but do not feel strongly about it

10%

Given the importance of benefits such as
retirement plans as an incentive for staff retention,
and the high levels of satisfaction with employer
retirement plans, it is perhaps unsurprising that four
out of five employees would like to stay with their
current employer. In fact, as displayed in Figure 10,
one out of five respondents report that they “would
never leave my current employer.”
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3%
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I have a strong desire to find a new employer
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Attitudes about Current Savings
and Outlook
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There is some variability in the age at which state and
local government employees expect to retire, with 43
percent anticipating retiring before the age of 65, and
33 percent expecting to retire between the ages of 65
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Figure 9. Satisfaction with Employer Retirement Plan(s)

Figure 11. Expected Retirement Age
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and 69. Three percent of state and local
government workers never plan to retire
(Figure 11).
Estimates of how much money
they (and their spouse or partner, if
applicable) currently have, in total, in
savings and investments (excluding
the value of their primary residence)
showed a great deal of variability
(Table 6). While one in four employees
estimated having less than $25,000 total
in savings, almost one in four reported
more than $250,000 total in savings and
investments. Almost one in ten did not
know their total savings.
While some of the variability
observed in Table 6 may be attributable
to differences between individuals who
are single and those who have combined
savings and investments with a spouse/
partner, another important factor is
income that employees plan to use in
retirement outside of their employer
plan(s) (Table 7). The vast majority
of employees (91 percent) report one
or more additional planned sources of
income in retirement. More than half
of employees anticipate Social Security
benefits (62 percent) and/or have
individual retirement accounts (IRA) that
are not through their employer plan (53
percent). One in four respondents with
a spouse/partner plan to use money
from their spouse’s traditional pension
plan, employer-sponsored plan, or IRA.
It is important to note that about 25
percent of state and local workers are
not covered by Social Security via their
current positions—this is the case for 40
percent of teachers and over 66 percent
of public safety officials.16
When it comes to confidence in
being able to afford the financial aspects
of retirement, most respondents are
at least somewhat confident that they

Table 6. Total Savings and Investments
Less than $10,000

16%

$10,000 to $24,999

9%

$25,000 to $49,999

11%

$50,000 to $74,999

9%

$75,000 to $99,999

5%

$100,000 to $249,999

11%

$250,000 to $499,999

13%

$500,000 to $749,999

6%

$750,000 to $999,999

4%

$1 million or more

6%

Don’t know

9%

n=400; may not total to 100% due to rounding

Table 7. Income in Retirement Outside of Employer’s Plan

Social Security benefits

62%

Individual Retirement Account (IRA) not through employer plan

53%

Money from your spouse’s traditional pension plan, employer retirement plan,
and/or IRA (If married/partner, n=264)

25%

Non-IRA savings or investment account that you have earmarked for retirement

23%

Income from work, including self-employment

22%

Retirement savings plan with a former employer

19%

A health savings account through an employer

13%

An inheritance

12%

Payments from an annuity

8%

Income from rental property or real estate (excluding your primary home)

7%

Other

2%

None of the above

9%

n=400
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Figure 12. Confidence in Financial Aspects of Retirement
That you [and your spouse/partner] will
be able to retire when you want to

16%
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14%
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Not at all
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will be able to retire when they want
to (75 percent), that the retirement
plans offered by their employer are
not exposed to cyber security threats
(76 percent), that they are on track
to financial security in retirement
(75 percent), that they have enough
money to pay for medical expenses
in retirement (71 percent), and that
they will not outlive their savings (68
percent). As shown in Figure 12, while
most are at least somewhat confident in
the financial aspects of their retirement,
far fewer are extremely confident (all
less than 17 percent).
One reason that some employees
may not be feeling extremely confident
about their ability to afford retirement is
because of debt. More than four out of
five employees report having some form
of debt (Figure 13). The most common
types of debt owed are mortgage debt
(56 percent), credit card debt (44
percent), and car loan debt (42 percent).
Despite the high prevalence of owing
debt, only 15 percent of those with debt
consider it to be a “major problem,”

Figure 13. Types of Debt Owed

56%
44% 42%
16% 12% %
10

16%
2% 1%

Mortgage Credit card Car loan Student loan Student loan Medical Home equity Personal
debt
(for yourself) (for a family expenses line of credit loan
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Figure 14. Extent to Which Debt is Problematic

Figure 15. Extent to Which Debt Prevents
Retirement Savings
21%
To a great extent
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Major problem
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37%
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21%

33%

Not a problem
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Not at all

Not at all

45

%
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n=333

while another 49 percent view it as a “minor problem”
(Figure 14). With respect to retirement, 21 percent of
those with debt report that their debt prevents them
from saving for retirement “to a great extent”; another
45 percent report that their debt prevents them from
saving for retirement “to some extent” (Figure 15).

To a great extent To some extent

Figure 16. Savings Goals

51%

Vacation or travel

40%

An emergency fund

When respondents are saving, they most often
report doing so for vacation or travel (51 percent),
for an emergency fund (40 percent), or for home
improvements (33 percent) (Figure 16). Similar to
the numbers for debt, 18 percent of employees with
savings priorities (n=338) report that their savings
goals prevent them from saving for retirement “to a
great extent,” while another 46 percent report that
their savings goals prevent them from saving for
retirement “to some extent.”
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The most common sources of information/education to
employees about their retirement plan(s) or retirement
savings in general are human resources staff, plan representatives, and personal financial advisors. As can be
seen in Figure 17, about one in four employees utilizes
one or more of these as a source. One in five state and
local employers report that no one has provided them
with information/education about their retirement
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Figure 17. Sources of Retirement Savings/Planning Information
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When employees are provided with
information/education, personal financial
advisors are seen as much more helpful in
making retirement planning decisions as
compared with HR representatives (Figure
18). A little more than half of respondents
want more information/education about
general financial issues (57 percent) and
about retirement planning/savings (58
percent).
When it comes to communications
about their retirement savings, a little over
two in five say the company managing
their employer retirement plan has
communicated with them about their
retirement savings. As shown in Figure 19,
about one in three say the same about their
employer or financial advisor. Notably, 41
percent report that they did not receive
communication about retirement planning
information from any of these sources in
the past twelve months.

19%

A family member [other than your spouse/partner]
%

Other (Specify)
0
5

plan(s) or retirement savings in general.

25
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Approximately two out of three
employees are satisfied with the different
types of retirement-related information that
they receive from the financial services

Figure 18. Helpfulness of Information/Education Resources
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company that provides/manages their employer
retirement plan(s). When it comes to information
they would like more or less of, employees are most
likely to want more one-on-one in-person meetings
(30 percent) and less communication by phone (24
percent) (Figure 20).

Figure 19. Sources of Communication about
an On-Track Retirement

43%
The financial services company that
provides/manages your employer retirement plan(s)

34%
Your employer

34%

Similarly, respondents are generally satisfied with
the retirement-related communication they receive
from their employer (Figure 21). Approximately two
in three employees are satisfied with the amount of
retirement-related information they receive in-person,
by email, at work, by mail, or by phone. More than
one in four employees would like to receive more
information from their employer through one-onone in-person meetings and 23 percent would like to
receive less communication by phone.

Your financial advisor
n=400

Figure 20. Satisfaction with Retirement Information Receive from Financial Services Company
Managing Employer Plan
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Figure 21. Satisfaction with Retirement Information Receive from Employer
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Discussion
When state and local government workers were asked
what they would do if their employer automatically
enrolled them in a supplemental retirement plan and
set a percentage of their wages to be contributed to
the plan going forward, three in four respondents
would choose to stay in the plan. While the default
deferral rate shown did not impact the likelihood that
respondents would opt out of the plan, the rate did
impact whether they would change the deferral rate or
leave it as is. Those shown a default deferral rate of 1
percent were significantly more likely to stay in the plan
but change the deferral rate amount, while those with
a default deferral rate of 7 percent were significantly
more likely to stay enrolled in the plan and leave the
percentage as is.
When those opting to stay in the plan (at the current
rate or at a different rate) were asked to choose a
contribution rate, higher default deferral rates resulted
in respondents settling on a higher contribution rate.
Those given the 1-percent default rate were more likely
to increase their contribution, settling on a 5.4-percent
deferral rate on average. Those given the 4-percent
default increased to a 6.6-deferral rate. And those
posed with a 7-percent default settled on a 7.6-percent
deferral—a significantly higher rate than the 5.4 percent
of the group with the 1-percent default rate.
There are several reasons for employers to consider
selecting higher default deferral rates when autoenrolling employees into SRPs so that employees can
save more. First, no differences were observed in the
likelihood of opting out of the SRP between those in
the 1-percent, 4-percent, or 7-percent groups. Next,
respondents overall were most likely to view the default
deferral rate as an indication of the recommended
contribution rate, and those presented with the
7-percent default deferral rate were least likely to
change their deferral amount.
Finally, respondents tended to have higher levels of
approval of auto-enrollment than of auto-escalation.
While 47 percent of all respondents approved of
auto-enrollment, only 30 percent approved of autoescalation. The gap between those who approved of
auto-enrollment and auto-escalation was especially
pronounced among those given the 7-percent default

deferral rate. The negative reaction to auto-escalation
relative to auto-enrollment raises the possibility that
employees might show a more favorable attitude toward
starting with a higher (e.g., 4 percent) initial autoenrollment rate than beginning with a lower default
deferral rate (e.g., 1 percent), and raising the rate by 1
percentage point each of the next three years through
auto-escalation, until it reaches the same 4-percent rate.
At the same time, it is important for employers to
consider the complexities of financial decision making
about retirement and individual financial constraints.
State and local government workers are working longer
than public sector workers in prior generations (44
percent of those surveyed expect to retire at age 65 or
older), and they are doing so for a number of reasons.
These include debt (more than four out of five surveyed
report having some form of debt) and savings goals
(85 percent have specific savings goals other than
retirement), both of which may contribute to employees
not feeling extremely confident about their ability
to afford retirement. These constraints may make it
difficult, or in some cases even unwise, for employees
to make higher contributions to their SRPs. Lowerincome workers in particular may not be able to save
much more money than they are already contributing
to their primary retirement plan. Employers may
want to consider the use of innovative approaches for
addressing these concerns.17
In general, public employers need to balance the
desire to help employees save more with the financial
realities facing their specific workforce. Additional
education about supplemental retirement plans,
especially as it relates to understanding auto-features
such as auto-enrollment and auto-escalation, could help
employees in making retirement-related decisions that
are in their best interests. Providing employees with a
financial literacy program that covers such topics is one
approach to improving understanding and subsequent
finance-related decision-making.
Findings from the current study also suggest the
critical role that financial education and information
play in employees’ abilities to make sound financial
decisions about retirement. Approximately one in five
state and local government employees did not know if
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their employer offers a DB and/or a DC plan. One in
five surveyed reported that no one has provided them
with information/education about their retirement
plan(s) or retirement savings in general. And more than
half of respondents want more information/education
about general financial issues and about retirement
planning/savings. When introducing auto-enrollment
or considering adjusting default deferral rates,
employers must ensure that their employees understand
what auto-enrollment is—and what it isn’t. A solid
comprehension of how automatic features in SRPs work
can have a substantial impact on participation and
overall saving.
When interpreting the results of the current survey,
it is important to remember that respondents were
presented with a hypothetical situation; therefore, the
survey results do not indicate what an individual would
actually do if faced with the identical situation in real
life. However, the employees' responses do tell us their
perceptions and attitudes, which are the strongest
predictors of a person’s subsequent behavior.
The results of the current study provide a
preliminary look at the potential effects of anchoring
on retirement-related decision-making. When selecting
a default deferral rate for auto-enrollment into a
supplemental retirement plan, employers and retirement
plan providers should consider the phenomenon of
anchoring, and the short- and long-term effects that the
default deferral rate can have on employees’ ability to
save for retirement. Future research should continue to
explore state and local governments' use of behavioral
economics to optimize default contribution rates for
SRPs, with the goals of maximizing savings without
imposing undue burdens and strengthening overall
retirement security.

21

22

NUDGING DEFERRAL RATES WITHIN PUBLIC SECTOR SUPPLEMENTAL RETIREMENT PLANS

Methods
Information for this report was collected from a 12-minute survey with 400 full-time state and local government
employees ages 18 and older. The online survey was
fielded by Greenwald & Associates from November 28

through December 10, 2018. The final data were
weighted by industry type to reflect the distribution of
state and government employees as found in the
Census of Governments.18
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