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Among people who choose not to participate in their

employer-sponsored retirement plan, many cite a lack

of understanding as the primary reason, according to

recent surveys. 

Regulatory mandates have attempted to harness the

power of automatic features and strengthen

retirement readiness. 

SECURE 2.0 requires 401(k) plans established on or after December 29, 2022 to automatically enroll employees at 3-10% of

pay, with annual 1% escalations up to 10-15%. (Businesses with 10 or fewer employees or those operating for less than three

years are exempt until they cross those thresholds.) 

Despite mandates like these and the prevalence of automatic features, some employees do elect to opt out of plan participation.

Within plans offering automatic features, around 7% of employees still decline participation, according to a Vanguard study. An

Ascensus survey finds 30% of nonparticipants don’t know how a plan works, and 23% view retirement savings as unaffordable. 

Advisors can address knowledge gaps by helping employees better understand the value of their plans and clearly articulating

how participation can help them meet their goals. Sponsors can help too with clear, accessible, and frequent communications

and by offering enrollment assistance across multiple channels. 

Automatic features can help boost participation and improve retirement outcomes, but sometimes it’s the human element that

can make the difference in getting employees to take the critical first step. 
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Sources: 

https://www.asppa-net.org/news/2026/3/lack-of-awareness-big-driver-of-low-participation/ https://www.ascensus.com/about-us/press-room/news/new-ascensus-research-reveals-

why-millions-of-eligible-workers-do-not-contribute-to-their-retirement-plans/ 

https://www.ebri.org/content/new-research-study-finds-auto-enrollment--auto-escalation--auto-portability-can-substantially-reduce-likelihood-that-

today-s-workers-will-run-short-of-money-in-retirement 

https://www.thepensionsource.com/irs-releases-guidance-on-automatic-enrollment-under-secure-2-0/ 

https://www.sparkinstitute.org/wp-content/uploads/2024/10/EligibleNotParticipatingResearch.pdf https://www.library.hbs.edu/working-knowledge/retirement-plan-auto-enrollment-

good-intentions-mixed-results https://www.planadviser.com/automatic-plan-features-help-participant-savings-rates-stay-resilient-2024-says-vanguard/

https://401kspecialistmag.com/the-power-of-automated-401k-plan

features/#:~:text=Finding%20the%20optimal%20default%20contribution,of%20the%20default%20contribution%20rate. 

Material connection - Retirement Plan Advisory Group, https://www.rpag.com
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