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Is your 401(k) plan being used as a primary tool to foster employee engagement? If not, then it should 
be! More engaged employees lead to higher employee retention, better customer service, and overall positive 
operational health. All of these add directly to your bottom line.

Rescuing Employees’ Retirement
The RetirementPlan OptimizerTM



If you heard a ticking time bomb and you could defuse it in a way that not only saved many people, but also immediately benefited you, 
with little or no risk, would you take the action necessary to defuse the time bomb?  Of course you would!

Such an opportunity exists for all companies who offer a retirement savings plan to their employees.

OUR SAVINGS CRISIS

Countless studies1 over the 
past five to ten years show that 
American workers are not saving 
enough money to replace their 
working income so they can enjoy 
retirement years. Grim predictions, 
like how more than eight out of 
every ten Americans will live worse 
in retirement than they live now, 
seemed more surreal and outrageous 
than anything else.

Faced with the looming disaster 
of supporting millions of senior 
Americans without sufficient financial 
security in the coming years, 
Congress decided to convene a 
special committee on aging to assess 
the situation, undoubtedly hoping 
for more positive depictions than 
the media coverage had unearthed. 
Instead, the committee learned that 
45 percent of all Americans have 
absolutely no retirement savings.2 
None. Zilch. Zero. Those that have 
saved didn’t exactly brighten the 
outlook either, with the median 
account balance for households 
approaching retirement age clocking 
in at a disappointing $12,000 and 
working-age households reporting a 
dismal median savings of only $3,000.

Even more alarming was the 
committee’s findings that Social 
Security and Supplemental Security 
Income accounted for more than 90 
percent of the income for retirees in 
the bottom 25 percent of the income 
distribution and approximately 
70 percent of the annual income 
for retirees in the 50th percentile. 
Obviously this isn’t a sustainable 
distribution rate as these programs 
were never intended to be a primary 
source of income for retirees.

Why don’t Americans save more? 
Despite nearly 80 percent of all 
full-time American workers having 
access to some form of employer-
sponsored retirement plan, 80 
percent of which are 401(k)s, 
one out of three workers opt out. 
During our training programs and 
employee consultations, we regularly 
hear two reasons from employees 
declining to participate in their 401(k) 

regularly: they don’t understand how 
investments work, and they don’t 
know how much they need to put 
aside. So instead of investing in a 
retirement savings plan like a 401(k) 
and taking advantage of deferring 
taxes, compounding growth over 
time, and control over their financial 
future, they choose to do nothing, 
burying their head in the sand hoping 
the danger passes. Of course, it 
won’t.

WHY SHOULD YOU CARE?

Think about your five hardest 
working people who make your 
business exceptionally better—the 
ones that help keep your business 
running; the ones that make it easier 
for you to sleep at night knowing 
they are on your team. 

Now imagine one of them resigning, 
driven away from your company 
to find more pay because he didn’t 
understand the importance of your 
retirement plan. In that cherished 
employee’s mind, the only way to 
reach retirement was to make more 
money, and it made him leave. 
Can you still sleep as well at night 
without that key person?

One of the most impactful ways to 
increase your employees’ level of 
engagement with your company is 
to demonstrate a genuine concern 
for their well-being. One of the most 
powerful ways to demonstrate that 
concern is to help them see a brighter 
future as a result of working with your 
company and one of the easiest ways 
to make that happen is having the 
tools and resources for them to take 
maximum advantage of the retirement 
plan you already have in place.

Study after study has shown 
organizations that consist of engaged 
employees are easier to run, make 
more money, suffer less waste and 
are happier places to work.3 When 
employees are engaged they are 
more aware, more active, and more 
focused on what they are doing. 

The 401(k) system is a private system. 
At one time, our health care system 
was private as well. When it failed 
to work—that is, to protect every 
American—the government stepped 
in with its own health care mandate. 
The same thing could happen to 
our retirement system if both the 
retirement industry and employers 
across America don’t do more to 
encourage and influence working 
Americans to save more.
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1  “The Retirement Savings Crisis; Is It Worse Than We Think?” National Institute on Retirement Security. http://www.nirsonline.org/index.php?option=content&task=view&id=768.    |    2  ”Hearing on What Workers Need to Know About Social 
Security as They Plan for Their Retirement.” Committee on Ways and Means. https://waysandmeans.house.gov/hearing-on-what-workers-need-to-know-about-social-security-as-they-plan-for-their-retirement/.

     3 Stefan Wissenbach. The Engaged Organisation, Page 24.



THERE IS A SOLUTION

What follows are the simple, gradual 
steps that every sponsor of a 401(k) plan 
can take to empower their employees’ 
savings and improve their chances 
for a fulfilling retirement. These are 
easily adaptable strategies to aid your 
employees as they build retirement 
savings and investment knowledge 
designed to create a sustainable income 
for their entire retirement.

CREATING SMART SAVERS

Notice that the title above is “Creating 
Smart Savers”, not Creating Smart 
Investors. Both are important, but the 
amount saved every year can be even 
more important to your brighter future 
than how it is invested, especially at 
the beginning of saving and especially 
when Uncle Sam and your employer 
combined can effectively double what 
you contribute from your paycheck.

Disseminating this knowledge about 
how your 401(k) plan works to multiply 
the contributions made by employees 
is an important building block to help 
them imagine how it may actually be 
possible to save now and create the 
brighter future they desire.

We refer to the years when you are 
no longer working as the Desirement 
Years instead of retirement years. 
These years are typically after age 60 
or 65 and are characterized by having 
time to spend on the desires of your 
heart. Your 401(k) plan should have the 
tools you need to calculate what these 
Desirement Years will cost and how 
these funds will be created so they are 
available when you want them.

Your 401(k) plan should have the 
tools available to help employees 
determine the amount of income 
they will need per year to experience 
their Desirement Wish List during 
their Desirement Years. These tools 

can also be used to determine what 
needs to be saved each year, from 
now until when the Desirement Years 
start, considering social security 
and what has been saved already. 
With knowledge of the contribution 
multiplying effect, from avoided 
taxes and employer matching, the 
challenge of saving for retirement 
becomes a lot more manageable and 
even attainable.

Regular, robust employee education 
is a key ingredient to getting 
employees engaged, motivating them 
to save more on an incremental basis, 
and keeping them fully engaged in 
saving and investing. We find that 
when we teach these principles, 
employees get interested and excited. 
They become ENGAGED. They might 
increase their savings rate, adjust 
their investment allocations and make 
progress toward their brighter future.

Here is an example:

ASSUMPTIONS
Tax rate   
Employee contribution 
Employer match   

If this employee took the $100 home, after taxes, he or she would only have $75 left to spend or 
save.  By putting this money into their 401(k) plan, look what it immediately becomes:

Forgone spending turned into savings 
Income taxes avoided, now money saved 
Employer match  
Total now in the 401(k) 

The $75 left after tax when the $100 is not contributed to the 401(k) plan is turned 
into $150 inside the 401(k) plan. The employee immediately doubled their savings 
without even putting it into any investment. This doubled amount can then grow and 
compound tax deferred for years to come.

25%
$100 (assumed this is less than 6% of pay)

 50% of employee contribution up to 6 
% of pay = 50% x $100 = $50

$75
$25
$50

$150



MAKE IT EASY TO START, INCREASE 
AND INVEST CONTRIBUTIONS

Here’s the problem: The 401(k) has become America’s 
largest casino. There are over 86 million 401(k) 
participants as you read this. Many plans have 30 or more 
investment options. While many employers may feel 
choice is a good thing, in the end, they’re just confusing 
to 85% of your employees. Left to their own devices, they 
either choose to not invest because they’re confused, or 
worse, they make the wrong investment decisions based 
on flaws in how they think about investing.

These five features are designed to make it easier to 
start saving, increase savings over time and invest 
appropriately:

1. Automatic Enrollment
2. Automatic Qualified Default Investment Alternative
3. Automatic Escalation
4. Automatic Re-Enrollment
5. The Stretch Match
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Here’s how they work.

Automatic Enrollment – When an employee becomes eligible to participate in the plan, she receives a letter notifying her that she will be 
automatically enrolled. Unless the employee notifies the employer that she does not want to participate, the enrollment is automatic, at a 
minimum percentage of pay.

Automatic Qualified Default Investment Alternative – If an employee does not make an investment election when being automatically enrolled, 
they would automatically be invested in the company’s Qualified Default Investment Account. A QDIA as an investment fund or model portfolio 
that’s designed to provide both long-term appreciation and capital preservation through a mix of equity and fixed income exposures. Management 
of the portfolio’s investments must be based on an employee’s age or their target retirement date. 

Automatic Escalation – If the company only automatically enrolls an employee at 3 percent, even if they provide a matching contribution, we’re 
still a long way off from a target 10 percent savings rate. But this 10 percent savings can be hard for the employee to achieve right away. Automatic 
escalation solves that problem. Each year, the employer automatically sends out a notice to every employee that their contribution will be 
automatically increased by 1 percent. That way, they don’t forget to do it. An employee can always opt out of the automatic increase.

Automatic Re-Enrollment – Studies show that over 50% of employees do not have the wisdom or experience to make proper investment 
decisions.4 Automatic re-enrollment addresses this situation. Once a year, the employer sends out a notification letter telling every employee in 
the plan, “We’re going to have an open enrollment period within the next 30 days of the receipt of this letter.” If an employee does not respond to 
the employer, “Do not change my current investment allocations,” then 100 percent of their 401(k) balance will be transferred into the QDIA—in 
this case, the target-date fund, based on their age. Studies also show that when this is done, over 80 percent of the employees will let their money 
be moved into these target-date funds, and they are much better off.

The Stretch Match – This is a way of incentivizing employees to reach a higher (say 10%) saving rate. For instance, instead of matching 50% of the 
first 6% contributed by the employee, match 50% of the first 2% and 25% of the next 8% contributed by the employee. The cost of the match to 
the employer is the same (3% of salary), but only those employees who contribute 10% from their paychecks will get their full 3% match from the 
employer. 

4   “Bridging the Gap Between 401(k) Sponsors and Participants.” Schwab Retirement Plan Services, Inc., 2012.



GETTING RESULTS

Your 401(k) plan may have none, 
some or all of the tools detailed 
above that are designed to 
empower employees’ savings and 
improve their chances for a fulfilling 
retirement. A way to determine if 
what you do have is working is to 
measure your employees’ success 
by tracking the four pillars of 
retirement readiness. 

There are four pillars to retirement 
readiness: portfolio allocation, 
savings rates, years to retirement, 
and the income replacement ratio. 
These four pillars can contribute 
to the participant’s retirement 
goals and increase their chance of 
creating sustainable income for their 
entire retirement. 

FOUR PILLARS TO RETIREMENT READINESS

Portfolio Allocation: Here you measure how employees are investing, looking at whether they 
are properly diversified for their age.

Savings Rates: Here you measure everybody’s savings rates by age group. You may find 
that younger people are saving less than are older people, or vice versa, and can tailor your 
employee educational meetings accordingly.

Years to Retirement: Here you focus on measuring how close people are to retirement and 
whether they have saved enough. You can then design education meetings to encourage those 
individuals who may need to “catch up” on savings.

The Income Replacement Ratio: In the fourth pillar of retirement readiness, you calculate 
each individual’s income replacement ratio. That is to convert how much an employee has 
saved into a monthly income figure and compare that to how much it takes to maintain their 
current lifestyle.
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effectively for the benefit of all the 
plan participants.

How long has it been since you 
documented answers to the following 
questions?

1. Are the fees you are paying
reasonable when compared to
the marketplace?

2. Are the service and investment
choices you have optimal for
your needs?

3. Do your employees have access to
the tools that can contribute to their
successful retirement?

If it has been more than three 
years, you are overdue. Don’t delay 
any longer. Either do the work of 
benchmarking your plan yourself or 
hire an independent financial advisor 
who specializes in this complex field 
to help you. 

INTO ACTION

There is a high likelihood that a ticking 
time bomb exists in your company. 
That the majority of your employees 
are far behind what they will need to 
eventually experience a successful 
retirement. Your employees may 
already know this is true, but haven’t 
got any idea about what they can do to 
improve their situation. As a result you 
are suffering increased turnover as they 
seek higher wages and suffering from 
lower levels of employee engagement 
in the mission of your company.

The good news is, it is very easy to 
remedy this challenging situation. All 
that is necessary is for you to institute 
the process of benchmarking your 
retirement plan against what is available 
in the marketplace today and in the 
future. You can use the list of tools and 
strategies above as a start. 

Are there resources available to help 
your employees determine:

1. How much money they will need
to retire?

2. How much they can expect from
Social Security?

3. How much will need to come from
their own retirement savings?

4. How much they need to save each
pay period to make that happen?

Does your plan have, or can it 
have, the following tools that 
make it easier for your employees 
to save, increase and invest their 
contributions?

1. Automatic Enrollment
2. Automatic Qualified Default

Investment Alternative
3. Automatic Escalation
4. Automatic Re-Enrollment
5. The Stretch Match

Is your plan record keeper helping 
you measure your employees’ success 
by tracking the following pillars of 
retirement readiness?

1. Portfolio Allocation
2. Savings Rate
3. Years to Retirement
4. Income Replacement Ratio

A periodic checkup on your plan 
can not only help assure that you 
and your employees have all the 
tools you need, but it can also help 
keep you out of hot water with 
the IRS and Department of Labor. 
As a plan sponsor you have the 
legal responsibility to determine if 
your plan is running efficiently and 

If you would like a copy of our 
vendor benchmarking report or a 
free consultation, contact us at  
401kinfo@firstwavefinancial.com.



Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be 
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies 
recommended or undertaken by FirstWave), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, 
equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various 
factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. Moreover, 
you should not assume that any discussion or information contained in this whitepaper serves as the receipt of, or as a substitute for, personalized investment 
advice from FirstWave. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to their situation, they are 
encouraged to consult with the professional advisor of his/her choosing. FirstWave is neither a law firm nor a certified public accounting firm and no portion of 
the newsletter content should be construed as legal or accounting advice. A copy of FirstWave’s current written disclosure statement discussing our advisory 
services and fees is available upon request.
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Talk With Us
Call us today if you are interested in 
creating a more engaged workforce and a 
brighter future for your employees.

ROBERT DEVRIES, MBA, AWMA®, CRPS®

WEALTHCOACH™ AND  

CHARTERED RETIREMENT PLANS SPECIALIST

FIRSTWAVE FINANCIAL™

401KINFO@FIRSTWAVEFINANCIAL.COM

321.773.7773
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