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Overview

The ease with which private sector workers can routinely put aside earnings for their retirement has made the
workplace an effective place to accumulate money for the post-work years. Still, only about half (52 percent)
of businesses with fewer than 100 employees offered retirement plans in 2012, leaving millions of American
workers with no opportunity to save on the job." Boosting that percentage is essential and is probably the most

feasible path to increase retirement savings, considering how few people take advantage of savings arrangements
outside of work.

With a lack of action at the federal level, policymakers in many states are looking for ways to increase access to
retirement plans in the workplace. These legislative efforts are intended to boost retirement savings while also
helping to reduce poverty and the demand for government social assistance that can strain state budgets.

Creative approaches to encourage retirement savings are needed at a time when the nation’s population is aging,
fewer workers have access to traditional pension plans, and many American do not set aside a sufficient amount
for retirement. Only about a fifth of Americans (22 percent) are “very confident” that they will have enough
money for a comfortable retirement.?

So far, states have pursued three basic approaches. Some are implementing state-sponsored individual
retirement account (IRA) programs that automatically enroll workers who don't have access to employer-based
plans—though workers can opt out. Others allow employers to band together to offer a retirement plan, sharing
costs and liabilities. And a third group of states is establishing online marketplaces where employers can easily
compare and select from plans that meet basic standards offered by private financial firms.

A key to the success of these programs will be how they are received by small and midsize businesses and their
workers. To help inform policymakers considering the three approaches, The Pew Charitable Trusts in 2016
surveyed over 1,600 small and medium-size private sector businesses (those with five to 250 employees)—some
of which sponsor plans.

The survey was designed to help better understand the barriers to and motivations for offering retirement plans,
and to get employers’ views on policy initiatives; few similar surveys have been conducted over the past decade.
The responses generally show strong interest in offering retirement benefits, as well as support for various policy
initiatives intended to boost employee savings.

Among the key findings:

e Nearly 9in 10 (87 percent) of small to midsize employers that do not offer a retirement plan support the
concept of an IRA program with automatic enroliment, known as an auto-IRA.

e Most of those without plans back specific elements of the auto-IRA approach; 92 percent supported providing
employees with access to a retirement plan as well as allowing employees to stop or change contributions at
any time.

o Of the businesses supporting auto-IRAs, 76 percent said they did so with the belief that such a program would
help their employees. Those that opposed this approach provided a mix of reasons, most often citing concerns
about the concept of automatic enrollment. A third said they didn't think their employees wanted, or needed, a
retirement plan.

e While general support was high, firms with shrinking workforces or earnings appear to be less concerned
with retirement benefits than with their companies’ basic financial viability. Businesses without plans that had



recently downsized or recorded a decrease in earnings were more likely to oppose or offer limited support for
auto-IRAs than to strongly support them.

e Most employers preferred that private firms, such as mutual fund companies or insurers—as opposed to
state governments—administer an auto-IRA program, perhaps a sign of concerns about governments’ ability
to operate such programs effectively. The reservations also could reflect limited familiarity with the public-
private partnership structure typically used with these programs.

e Businesses that outsource their payroll—nearly half of the sample—were more likely to somewhat support
state sponsorship of auto-IRAs than oppose it, as were those that expected to offer their own plan in the next
two years.

e Some 52 percent of businesses without plans said they would start their own if asked to choose between
doing so and enrolling workers in a state-sponsored auto-IRA. Meanwhile, just 13 percent of businesses with
plans said they would drop current offerings to enroll workers in a state program.

¢ Many employers without plans expressed willingness to consider other government-promoted options,
such as an online retirement plan marketplace or a multiple employer plan (MEP). Fifty-six percent said
availability of a marketplace would make them more likely to offer a plan; 61 percent said they would consider
participating in a MEP.

Policy choices

As the nation’s population ages and the availability of traditional defined benefit pensions continues to decline,
many Americans worry that they cannot put away enough money for a comfortable retirement.?

Today, employer-sponsored retirement savings plans, such as 401(k)s, are the primary way individuals
accumulate retirement funds. These programs allow workers to contribute directly from their paychecks and can
include employer contributions. Features such as automatic enrollment and regular payroll deductions make the
workplace an effective place to encourage saving, though large gaps in availability exist.* Earlier Pew research
found that 42 percent of full-time, full-year, private sector workers lack access to an employer-based retirement
plan.® That means as many as 30 million people lack a way to save through their jobs.

To address this, lawmakers in Congress have introduced various retirement savings initiatives.® Separately, the
Obama administration launched the myRA program, which has allowed people without retirement plans to invest
payroll contributions in Treasury bonds since November 2015.7

Lawmakers in more than half of the states have introduced measures to either create or study state-sponsored
retirement programs for private sector workers who don't have access to workplace plans. States have taken
three approaches. The first is to create auto-IRA programs that automatically enroll these employees, though
they can choose not to participate. A second strategy is to allow employers to join together to offer a retirement
plan, sharing costs and liability. And the third is an online marketplace where employers can easily compare and
select plans that meet basic standards.

Under an auto-IRA program, all employers that meet certain criteria must offer their own retirement plan or
enroll their workers in their state's payroll deduction IRA plan. For example, the Illinois Secure Choice program,
which is scheduled to begin enrolling workers in 2018, will cover employers with 25 or more employees that
have been operating for at least two years and do not offer plans. California, Connecticut, Oregon, and Maryland



have enacted similar programs. Under these state auto-IRA laws, employers process the enroliment and payroll
contributions but otherwise have minimal involvement and almost no liability, compared with those offering

a traditional employer plan. Employees are automatically enrolled and typically start with contributions at a
specified percent of pay, though they can adjust contributions or opt out altogether.

Typical Features of a State-Sponsored Auto-IRA

Generally, employers that meet program criteria must enroll employees, though workers can
opt out or change elections.

Only employees contribute; employer contributions to IRAs are not allowed.

Employee contributions cannot exceed $5,500 in 2017, though employees 50 or older can make
catchup contributions not to exceed an additional $1,000 in 2017 or the employee's taxable
compensation for the year, whichever is lower.

Contributions are made from after-tax pay if a Roth IRA is used or pretax if a traditional IRA is
used.

Alternatives to the auto-IRA approach include encouraging—but not requiring—business owners to join a state-
sponsored multiple employer plan that covers workers at a group of unrelated employers or simplifying the
process for employers to adopt existing private sector retirement plans. A MEP would be open to all employers
in the state and provide a low-cost option with minimal employer responsibility and liability. States such as New
Jersey and Washington, on the other hand, have enacted online retirement plan marketplace exchanges, where
the state sets baseline criteria and presentation formats that allow employers to comparison shop easily.

Forty-two percent of full-time, full-year, private sector workers
lack access to an employer-based retirement plan. That means
as many as 30 million people lack a way to save through their
jobs.

Each approach affects employers differently. Pew's survey of small to midsize businesses was designed to get

a better sense of their perceptions of different state policy options and potential employer responsibilities.

Part of the survey focused on what these employers see as the benefits and challenges of offering retirement
benefits; those responses are detailed in a separate analysis, “Employer Barriers to and Motivations for Offering
Retirement Benefits.”



General reactions to the auto-IRA plan

To get at employer opinions about a possible auto-IRA program, the survey offered a detailed description of how
such plans are expected to operate: Businesses would manage payroll contributions, withholding money from
employee paychecks and sending it to employees’ personal IRA account. Employers would not contribute and
would have no legal responsibility beyond directing the contributions to the accounts.

Workers would be able to opt out of the plan, and they could stop or change their contributions at any

time. Contributions would start at a designated percentage of pay—the survey asked half about a 3 percent
contribution and the other half about 6 percent—and employees would be able to withdraw their own
contributions without a penalty.? (See Small-Business Views on Retirement Savings Plans: Topline Results of Employer
Survey for the full questionnaire.) Respondents were asked to rate their impressions of individual program
features and the program as a whole as strongly support, somewhat support, somewhat oppose, or strongly
oppose.

Overall support for several common features of a generic auto-IRA proved high. (See Figure 1.) Among employers
without a retirement plan, 87 percent supported the concept, with 27 percent saying they supported it strongly.

27% Strongly
support

BU% Somewhat
support

Note: Businesses without plans were asked whether they would strongly support, somewhat support, somewhat oppose, or strongly oppose
individual program features and then the program overall.

© 2017 The Pew Charitable Trusts
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Employers with retirement plans for their workers were asked a similar question, modified to reflect that they
would be exempt from such a program because they sponsor their own plans.” These employers, who would not
be subject to the program, were much less supportive. A total of 58 percent supported the hypothetical auto-IRA
plan, with only 11 percent strongly supporting the concept.

The lower levels of support among those who already sponsor plans may reflect an understanding that auto-IRA
plans have lower contribution limits and lack employer contributions, as opposed to 401(k)s or other traditional
retirement plans. Conversely, they may see the programs as reducing the comparative advantage their retirement
benefits packages offer them in the labor market. Still, certain auto-IRA features could appeal to these employers,
including likely lower program costs and investment flexibility for workers. Therefore, this lower level of support
could reflect that they are happy with their current offerings and don’t need an alternative.

Overall support for several common features of a generic auto-
IRA proved high. Among employers without a retirement plan,
87 percent supported the concept, with 27 percent saying they
supported it strongly.

Statistical modeling can help explore how business characteristics are associated with support or opposition to
these proposals. Because of low levels of opposition, in this and most other analyses in this paper, the categories
of strongly oppose and somewhat oppose are collapsed into one “oppose” category; however, because there are
policy implications for different levels of program support, the strongly support and somewhat support categories
are not combined.” Therefore, we focus on comparisons between:

e Businesses that strongly supported the auto-IRA program compared with those that somewhat supported it.
e Businesses that somewhat supported the program compared with those that opposed it.

e Businesses that strongly supported the program compared with those that opposed it.

Making these comparisons helps examine whether any business characteristics are associated with significant
differences in the level of support. For example, are older businesses more or less likely to support a state auto-
IRA than younger businesses? The survey asked about various characteristics and attitudes, including:

e Age of firm.

e Changes in earnings or employment levels in the past year.

e Whether the business outsourced payroll operations or handled them internally.

e The proportion of the workforce that was full or part time.

e The type of employee benefits offered, such as paid time off and health and dental insurance.

e For businesses without plans, the likelihood that they would start a plan in the next two years, as well as their
level of familiarity with available alternatives.

e For businesses that sponsored plans, whether they made employer contributions or used plan features such as
automatic enrollment or automatic escalation of contributions.

(See the appendix for the full set of characteristics and results of these models.)



Key Elements of Select Defined Contribution Plans

401(k): Can be established by employers. Employees younger than 50 can contribute up to
$18,000 a year in pretax money; those 50 or older can contribute up to $24,000. Employers
can contribute up to $54,000 annually. Employees may borrow from these accounts.

Savings Incentive Match Plan for Employees (SIMPLE): Can be established by employers that
do not offer a retirement plan and have up to 100 employees. Employees can contribute pretax
money up to $12,500 a year; those 50 or older can contribute up to $15,500. Employers must
make contributions—either matching what employees save up to 3 percent or a flat 2 percent
of employee compensation—for those who made at least $5,000 in the previous calendar year.
Employees may not borrow from these accounts but can make withdrawals subject to penalties
in many cases.

Simplified Employee Pension (SEP): Can be established by employers. Employees cannot
contribute. Employers make annual contributions that cannot exceed the lesser of 25 percent
of compensation or $54,000 for employees who have worked at the business for three of the
last five years, are 21 or older, and received at least $600 in compensation. Employees may not
borrow from these accounts but can make withdrawals subject to penalties in many cases.

myRA: Can be established by employees. Employees can contribute after-tax money up to
$5,500 a year, except those 50 or older who can contribute up to $6,500, with a total lifetime
limit of $15,000. Employers cannot contribute. Employees can make tax-free withdrawals from
the account at any time.

Source: Internal Revenue Service and U.S. Treasury Department

Reactions from businesses without plans

A regression analysis of the data finds that for businesses without retirement plans, greater familiarity with
existing options reduced support for an auto-IRA program, as did recent reductions in an employer’'s workforce.
Conversely, having increased earnings in the previous year meant more strong support.”

Survey respondents were asked their level of familiarity with various retirement programs, including the 401(k),
the Savings Incentive Match Plan for Employees (SIMPLE), the Simplified Employer Pension (SEP) plan, and the
myRA plan. Familiarity with more alternative retirement arrangements is associated with more opposition to an
auto-IRA program. Using predicted probabilities based on regression analysis results, 10 percent of those who
were familiar with none or one of the alternatives would be expected to oppose the auto-IRA plan, compared
with 22 percent of those familiar with all four plans mentioned. (See Figure 2.) Because the auto-IRA program
is designed for businesses without plans, greater familiarity with alternatives might lead executives to conclude
that the program is not needed or is less desirable. (See Appendix Table A1 for regression details.)



Figure 2

Knowledge of Alternative Savings Options Increases Opposition to
Auto-IRAsS

100%
90%
80%
70%
60%
50%
40%
30%
20%

10%

0%

Number of alternative plans busineses were familiar with

[ | Strongly support [ | Somewhat support [ | Somewhat/Strongly oppose

Note: Businesses without plans were asked to indicate their level of familiarity with the following retirement savings options: the 401(k) plan,
the Savings Incentive Match Plan for Employees, the Simplified Employee Pensions plan, and myRA. Percentages may not add to 100 due to
rounding.

© 2017 The Pew Charitable Trusts

Businesses whose workforces shrank in the preceding year were less likely to strongly support the program

than those whose employee numbers stayed the same; the model predicts that 13 percent of those with smaller
workforces would strongly support the program, compared with 29 percent of those that had maintained their
employment totals. On the other hand, those with shrinking workforces were more likely to oppose the auto-IRA
program: On average, 10 percent of businesses that had increased employment would be expected to oppose the
plan, compared with 15 percent of businesses that had decreased the number of employees and 14 percent of
those that had maintained employee numbers. (See Figure 3.) Businesses may be looking for ways to encourage
employee retention with additional low-cost benefits, such as an auto-IRA, but they appear to be less willing to
strongly endorse any program that may require significant attention or cause disruption at a transitional time.

Finally, businesses with increased earnings were much more likely to strongly support the auto-IRA program
than oppose it. On average, 9 percent of those that saw earnings rise can be expected to oppose the program,
compared with 15 percent that maintained earnings. Instead, increased earnings are associated with strongly
supporting the program, 32 percent vs. 22 percent of those that maintained earnings. (See Figure 3.) As growing
businesses, those with increasing earnings may be more open to the idea of expanding benefits for their workers.



Regardless of these differences in opposition, even those with decreased earnings and employment numbers are
on average likely to support the program at 84 percent.

Figure 3

Growing Businesses Are More Likely to Strongly Support Auto-IRA
Programs

Increased

Maintained

Organization's earnings
over last two years

Decreased

Increased

Maintained

Decreased

Organization's employment
over last two years

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Strongly support B Somewhat support B Somewhat/Strongly oppose

Note: Businesses without plans were separately asked if the organization's earnings and employee numbers had increased, stayed about the
same, or decreased in the last year. Percentages may not add to 100 due to rounding.

© 2017 The Pew Charitable Trusts

Reaction to specific auto-IRA features

Businesses that do not offer retirement benefits reacted positively to specific features common to proposed
or enacted auto-IRA legislation. Most either strongly or somewhat supported each of the individual elements
of a typical auto-IRA plan. About 9 in 10 backed providing employee access to a retirement plan and allowing
employees to stop or change their contributions at any time (both 92 percent).

About two-thirds (69 percent) of businesses that do not offer plans supported setting the initial default employee
contribution rate at 6 percent, the lowest level of support among the plan options, while a 3 percent default rate
garnered 82 percent.”? Still, the higher contribution rate proved a popular feature and there was no significant



difference in overall support among those asked about the higher and lower default contribution rates, implying
that a higher rate is not a primary driver of employer support or opposition.

Finally, most employers strongly supported the idea that workers would be able to withdraw their own
contributions at any point without penalty. This assumes that the money is invested in a Roth IRA with after-

tax contributions as opposed to a traditional IRA, and that states do not impose additional restrictions on
withdrawals to limit what is known as leakage. States will need to consider these structural questions early in the
design of their programs because of the potential impact on employer support.

Strongly | Somewhat | Somewhat | Strongly

support support oppose oppose

Businesses' only responsibility

would be to withhold money from

participating employees' paychecks 33% 46% 10% N% 635
and send it to the retirement

account on their behalf.

Businesses would not be required

0, 0, o) 0,
to contribute to the plan. 0 44% R 7% 2l

Businesses would not have any
legal responsibility for their 52% 35% 7% 7% 628
employees' retirement accounts.

Employees who don't have access
to a retirement savings plan at their
work would be offered the chance
to participate in one.

56% 36% 3% 5% 637

By default, workers would
contribute to the retirement
savings account unless they took
action to opt out of the program.

32% 40% 13% 15% 636

Employees could stop or change

0, 0, 0, 0,
their contributions at any time. Gk 1k 4% R 9388

As a starting point, participating

employees would contribute a

set amount of 3 percent of their 35% 47% 10% 9% 287
paychecks to the retirement

account.*

Continued on the next page



Strongly | Somewhat | Somewhat | Strongly

support support oppose oppose

As a starting point, participating

employees would contribute a

set amount of 6 percent of their 25% 44% 17% 14% 69% 31% 344
paychecks to the retirement

account.*

Employees could withdraw their
own contributions to the account 55% 27% 8% 9% 82% 18% 633
at any point without a penalty.

Note: Businesses without plans were asked about a new hypothetical retirement plan intended to make it easier for employees without access
to a retirement plan through their employer to save for retirement. They were told the program would be sponsored by a third-party and not
by businesses like theirs. They were asked to indicate their level of support for each individual feature. Cells may not sum to 100% due to
rounding. Individual cells may not sum to summary column totals due to rounding.

*  Businesses without plans were randomly divided into two groups; one answered this question with “3 percent” as the default, the other
with "6 percent” as the default.

© 2017 The Pew Charitable Trusts

Motivations for supporting—or opposing—an auto-IRA program

Of those employers who support the concept of an auto-IRA program, 76 percent said they did so because they
thought it would help their workers.

Note: Businesses without plans that
It would help my employees 76% somewhat or strongly support the
program were asked for the main reason
they supported the program. Total n for

. . I o
The costs of withholding contributions would be modest 8% the item: 559.

© 2017 The Pew Charitable Trusts
It would make our business more competitive with other firms 13%
Other 3%

Of the 12 percent of businesses without plans that oppose such a program, reasons were more mixed. Most often
employers said they did not think employees should be automatically enrolled in a plan (44 percent), while 33
percent said they didn't think their workers wanted or needed a retirement plan.

10



Note: Businesses without plans that
| am worried about the costs of enrolling workers and sending their P

contributions to the plan 12% somewhat or strongly oppose the
program were asked for the main reason

| don't think my business’ employees want/need a retirement 339 they opposed the program. Total n for the

savings program ° item: 77.

I don't think workers should be automatically enrolled in a ey © 2017 The Pew Charitable Trusts

retirement plan °

Other 1%

Program sponsorship affects auto-IRA support

After seeking employer opinions on various features of an auto-IRA program, the survey sought to assess
attitudes about programs sponsored by government or private entities. They gave much stronger support to
sponsorship by a financial services firm as opposed to a government.

Eighty-three percent supported the idea of the program being
sponsored by a mutual fund, while 72 percent supported one
offered by an insurance company. Support dropped to 43
percent for government sponsorship, while 37 percent said they
strongly opposed this approach.

Eighty-three percent supported the idea of the program being sponsored by a mutual fund, while 72 percent
supported one offered by an insurance company. Support dropped to 43 percent for government sponsorship,
while 37 percent said they strongly opposed this approach.

“Sponsorship” was not defined in the question and can denote anything from insuring program integrity to the
management and investment of funds. All programs currently implemented at the state level delegate most

of the responsibility for managing and investing funds to third parties, such as record-keepers responsible

for tracking assets or private financial firms. In legislation enacted to date, no state will directly manage the
investment of contributed funds. In addition, contributions and returns belong to participants and cannot be used
by the state for general fund purposes. The measures currently implemented are intended to be self-funding and
sustainable after a startup period.

The survey did not present respondents with details regarding the complex implications of sponsorship, in part to
keep the concepts in the questions relatively simple. These findings then may represent a base level for support
for different program sponsors, which could increase as employers learn more about the typical structure of these
programs as public-private partnerships.

11



Figure 4

Small and Midsize Businesses Are Skeptical of State ‘Sponsorship’
of Plans

100%
o< N
90% %
34% o
80% 43 %
70%
60% J
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30%
20%

10%

0
0%
State government Insurance company Mutual fund company
[ | Strongly support B Somewhat support Somewhat oppose [ | Strongly oppose

Note: Businesses without plans were asked about different entities potentially sponsoring and helping to administer a new hypothetical
retirement plan. Specifically, they were asked to indicate their level of support for each entity.

© 2017 The Pew Charitable Trusts

Reactions to state sponsorship of auto-IRAs

Statistical modeling of the survey results provides insights into which types of employers are more likely to
support a state-sponsored auto-IRA. For businesses without retirement plans, outsourcing payroll and intending
to start a plan in the next two years proved to be indicators of increased support for an auto-IRA program. On the
other hand, having a greater share of employees work full time was correlated with reduced support.”

Businesses that outsource payroll were more likely than those that manage payroll internally to somewhat
support the program. Some 41 percent of those that outsource this task somewhat supported the program,
compared with 29 percent of those that handle payroll internally. Opposition was stronger among those that
handle payroll internally (64 percent) than with those that outsource this task (48 percent). (See Figure 5.)

Because businesses under these state programs would be primarily responsible for transferring employee
contributions to the accounts through payroll deductions, those that outsource payroll may be more comfortable
with the concept in general. Of those businesses without plans, 43 percent outsourced their payroll.

12



Figure 5

How Businesses Manage Their Payroll Affects Support for State-
Sponsored Auto-IRA

100% M Strongly support
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Note: Businesses without plans
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60% © 2017 The Pew Charitable Trusts
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10%

0%
Outsourced Internal
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Additionally, those businesses that said they were at least somewhat likely to start a retirement plan in the next
two years were more likely to support an auto-IRA program than those not likely to start a plan. Some 47 percent
of businesses likely to start a plan in the next two years opposed state sponsorship, compared with 60 percent
of those not likely to start one. Those looking to offer a plan were more likely to somewhat or strongly support
state sponsorship of an auto-IRA program. Forty percent of those expecting to start their own plan somewhat
supported the concept, compared with 32 percent of those that were not. Strong supporters included 13 percent
of those likely to start a plan soon vs. 8 percent of those not likely to start one in the next two years. (See Figure
6.) Those that have started to investigate the private market may be more aware of the problems auto-IRA plans
are designed to address, while employers not likely to start their own plan may see any program—whether public
or private—as a potential burden.

13



Figure 6

Considering a Retirement Plan in Next 2 Years Affects Support for
State-Sponsored Auto-IRA

0,
100% B Strongly support
90% B Somewhat support
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Note: Businesses without plans were
70% asked the likelihood they would start a
retirement plan in the next two years.
60% .
© 2017 The Pew Charitable Trusts
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The results also show a correlation between the percentage of full-time workers and opposition to an auto-IRA
program. A business of entirely part-time employees has a 46 percent chance of opposing state sponsorship
while a business of entirely full-time employees has a 63 percent chance. Levels of strong support remain fairly
consistent across groups. (See Figure 7.) Those businesses whose employees are mostly full-time may be less
interested in auto-IRA programs, which provide a minimal level of savings opportunities, than in more robust
retirement savings arrangements, such as a 401(k).

14



Figure7

Proportion of Full-Time Employees Affects Support for State-
Sponsored Auto-IRA
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Note: Businesses without plans were asked about the number of full- and part-time employees. Full-time employees were defined as those
who typically work more than 35 hours per week while part-time employees were defined as those who typically work less. Percentages may
not add to 100 due to rounding.

© 2017 The Pew Charitable Trusts

Employers with large percentages of full-time workers may be more able to offer benefits than those with many
part-time workers. Part-time workers also may prefer higher pay over retirement benefits. Finally, other Pew
research shows that industries with more part-time workers typically offer less in the way of retirement plan
coverage than those in industries with high percentages of full-time workers."

Reactions from businesses with plans

For businesses with retirement plans, a recent decrease in earnings and already providing employer contributions
reduced support for an auto-IRA program, while sponsoring a plan with automatic enrollment and automatic
escalation increased support.”®

For businesses with plans, those that offer pro-saving features—such as automatic enrollment or automatic
escalation—as part of their retirement plan were 76 percent more likely to somewhat support the program
than oppose it. Businesses that offer plans with automatic features may be more likely to support an auto-IRA
program because of their familiarity with the concepts.’®

Conversely, those whose earnings recently decreased were nearly twice as likely as those whose earnings had
stayed the same to oppose an auto-IRA program than somewhat support it. It is unclear why these businesses—
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which would not be subject to an auto-IRA requirement because they have plans—might be more likely to oppose
the program if they had experienced volatile earnings. Additionally, firms that made employer contributions to
their plans were more than twice as likely to oppose the program than to somewhat support it. Businesses that
make employer contributions may object to an IRA investment vehicle that does not allow such contributions.

Effects of state auto-IRA program on employer plan
sponsorship

The survey results indicate that the availability of a state-sponsored auto-IRA could nudge some businesses
without plans toward starting their own. In addition, few of those with plans appear likely to drop them for a state
option.

Presented with auto-IRA program features as a whole and assuming state sponsorship, businesses without plans
were asked whether they would enroll their workers in the state program or start their own. Just over half (52
percent) would choose to start their own. This rate of traditional plan adoption is surprisingly high and may be
lower in practice because participants were not primed with information about the average cost of starting their
own plan.

Still, states could see lower than anticipated enroliment numbers, which could affect costs, sustainability, and
fees for enrollees. While the feasibility studies conducted as part of the Oregon, California, and Connecticut auto-
IRA programs did not estimate employer rates of plan adoption, they did estimate rates of employee opt-out.
California’s feasibility study found that the program would still be self-sustaining even if 70 percent opted out.”
That appears to indicate that the long-term sustainability of a state program might not be affected even if a large
number of employers choose to start their own plans instead of enrolling workers in the state plan.

On the other hand, an increase in the number of employers adopting more robust traditional plans would be
a positive outcome for employees, plan service providers, and policymakers, given that all three have a vested
interest in increasing retirement plan access, participation, and overall financial security.

Note: Businesses without plans were
Use this new program 48% asked if required, would they enroll their
employees in the program or start their

S | 520 own plan. Total n for the item: 594.
art your own plan b

© 2017 The Pew Charitable Trusts

When modeling business characteristics associated with these responses, higher percentages of full-time
employees at companies without plans translated into lesser likelihood to use the state program. For each
percentage point increase in full-time workers, these businesses are on average 1 percentage point less likely
to say they would use the state program and instead start their own. For example, a business with all part-time
employees, on average, has a 64 percent likelihood of joining the program, while a business with only full-time
employees has a 37 percent likelihood.
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Note: Businesses without plans were asked about the number of full- and part-time employees. Full-time employees were defined as those
who typically work more than 35 hours per week, while part-time employees were defined as those who typically work less. Total n for the

item: 594.
© 2017 The Pew Charitable Trusts

Continue offering your current retirement plan

Stop offering your current retirement plan and instead enroll your
employees in this new plan

87%

13%

Note: Plan sponsors were asked if they
would stop offering their existing plan and
enroll their employees in the state plan.
Total n for the item: 635.

© 2017 The Pew Charitable Trusts
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Meanwhile, just 13 percent of businesses that offer a plan said they would consider dropping it to adopt a state
auto-IRA program.

Of those executives who said they would drop their plan in favor of the new program, 56 percent said they
would do so because of their existing plan’s cost. Interestingly, those businesses that offered workers a match
or had seen earnings decline were less likely to say they would use the auto-IRA program—indicating that their
cost concerns may be driven by their plan’s fee structures rather than a lack of resources. This main reason was
consistent, regardless of plan type sponsored by the employer.

Note: Plan sponsors who said they would
Reduced legal responsibility 21% drop their existing plan in favor of the new

program were asked for the main reason

they would do so. Percentages may not

0,
Seems better than our current plan 17% add to 100 due to rounding. Total n for the
item: 74.
Reduced cost 56% © 2017 The Pew Charitable Trusts
Other 7%

In statistical analysis of these responses, businesses whose earnings had decreased a little or a lot in the last year
were 69 percent less likely to say they would stop offering their existing plan, compared with businesses with no
change in earnings. This is somewhat at odds with findings that highlight plan cost as a primary motivation to
stop offering a plan. It is possible that businesses that experience earnings volatility may be less willing to take on
any additional disruption that may come with changing plans.

Similarly, businesses that offer an employer contribution as part of their plan were 70 percent less likely than
those that do not offer a contribution to say they would switch to the new state program. Auto-IRA programs
prohibit employer contributions, and businesses that offer matches may be less inclined to switch if they would
lose an important tool for attracting and retaining workers. Additionally, for each percentage point increase in the
number of employees participating in their existing plan, these businesses are on average 1 percentage point less
likely to use the state program. For example, a business with 25 percent of its employees participating has, on
average, a 17 percent likelihood of joining the program, while a business with all of its employees participating has
a likelihood of 8 percent joining.

On the other hand, businesses that offer automatic features, such as auto-enrollment or auto-escalation, were
over 2 % times more likely to say they would drop their plan in favor of the state program, compared with those
that did not offer automatic features. Being familiar with automatic enrollment may make a business more likely
to consider other programs that include this feature.

Of those that would maintain their current plan, reasons were mixed. Roughly equal percentages said that
they didn't trust the state to manage the program or that they didn't see a need to change (42 and 43 percent,
respectively).
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Note: Plan sponsors who said they would
Don't see the need to change current plan 43% not drop their existing plan in favor of the

new program were asked for the main

reason they would not do so. Percentages

S th t pl 9%
eems worse than our current plan ° may not sum to 100 due to rounding. Total
n for the item: 561.
1 don't trust the state to manage the program 42% © 2017 The Pew Charitable Trusts
Other 7%

Business responses to auto-IRA alternatives

The survey showed that alternatives to auto-IRA programs—such as online marketplace exchanges and state-run
multiple employer plans, also could encourage increased private plan sponsorship.

Employers without plans were asked how helpful it would be for state policymakers to set up websites where
small businesses could find information about retirement plans and get price quotes, though they would not be
required to select any plan. Several states, including Washington and New Jersey, have taken this approach.

Because these legislative initiatives are typically targeted at employers with 100 or fewer workers, Table 8
includes responses only from businesses of that size. Still, the results are nearly identical when looking at all
businesses in the full sample—up to 250 employees. Eighty-six percent of these employers said they would find
such a program somewhat or very helpful.™®

Note: Businesses without plans were

Not very/Not at all helpful 14% asked how helpful they would find a
website where small businesses could find
information about retirement plans and

S hat helpful 43%
ST ? get quotes but would not be required to
select a plan. Total n for the item: 657.
Very helpful 43% © 2017 The Pew Charitable Trusts

While a large majority of businesses said an online marketplace would be helpful, reactions were split as to
whether this approach would encourage them to offer a retirement plan. Though Table 9 is limited to businesses
with 100 or fewer employees, the rounded results from the full sample are the same.
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Note: Businesses without plans were
No 44% asked if they thought having access to an
online marketplace would encourage them
to offer a retirement plan. Total n for the

0,
Yes 26% item: 657.

© 2017 The Pew Charitable Trusts

The statistical modeling shows that executives of businesses without plans whose earnings decrease over the
previous year were 74 percent more likely to say such a marketplace would encourage them to offer a retirement
plan than those whose earnings had stayed the same. And businesses that reported they were likely to start a
plan in the next two years were more than four times as likely to say the online marketplace would encourage
them to offer a plan compared with those who were not likely to start one. Because this group already intended
to offer a plan, the marketplace might not greatly affect overall employer-based retirement plan access. It could,
however, have an impact on the margins, helping some follow through on plans or make informed decisions.

Finally, the longer a business had been operating, the less likely executives were to say a marketplace would
encourage them to offer a plan. A year-old business has a 75 percent chance of saying the marketplace would
encourage officials to offer a plan; that drops to 58 percent for a 15-year-old business. (See Figure 9.)
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Note: The probability decreases fastest in a business’ early years and then levels off as it ages.
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Executives of small to midsize businesses also saw benefits from a multiple employer plan, which allows
employers to join together to offer a single plan to achieve economies of scale and lower costs. Despite covering
multiple businesses, MEPs are structured similarly to a traditional plan, meaning employers are able to make
matching contributions. Under a MEP, service providers take on much of the fiduciary responsibility, which
reduces, but does not eliminate, an employer’s own fiduciary duties. Because employers take a more active role
in a MEP, states cannot require participation—unlike a state-sponsored auto-IRA where employer responsibilities
are more limited.

Overall, 85 percent of employers said they would find a MEP somewhat or very helpful. (See Table 10.) Most
businesses without a plan strongly or somewhat supported each of the individual elements of the MEP. (See
Figure 10.) Ninety-two percent liked the idea that the plan would allow employees to have choices in how their
contributions are invested. The survey found lower levels of support, but still majorities, for the concept of a
group plan sponsored by the state treasurer’s office (55 percent) or the state handling record-keeping, financial
reporting, and communication for the plan (57 percent). These features may suffer from anti-government
sentiment similar to that expressed when these business representatives were asked about auto-IRA
sponsorship.

Overall, 85 percent of employers said they would find a MEP
somewhat or very helpful.

Not very/Not at all helpful 15%
Somewhat helpful 54%
Very helpful 31%

Note: Businesses without plans were asked how helpful they would find a plan that multiple employers could join; employers and employees
could contribute to; employers and employees would have a choice in investment options; the state would handle record-keeping, financial
reporting, and participant communication; and that employers would have reduced legal liability compared with operating their own plan.
Total n for the item: 665.

© 2017 The Pew Charitable Trusts
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Figure 10
Businesses Favor the Features of Multiple Employer Plans

Employers would have reduced
legal liability compared with 39% 47%
operating their own plan

The state would handle
recordkeeping, financial reporting, 35% 21%

and communication for the plan

Employers and employees have
some choice in how to invest
their contributions

Both employers and employees
could make contributions

Several different businesses could
adopt a group retirement savings plan
run by their state treasurer’s office

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
[ | Strongly support [ | Somewhat support Somewhat oppose [ | Strongly oppose

Note: Businesses without plans were asked about a new hypothetical retirement plan intended to make it easier for employees without access
to a retirement plan through their employer to save for retirement. They were asked to indicate their level of support for each separate feature.
Percentages may not sum to 100 due to rounding. Total n for each item: 657, 663, 665, 666, and 658, respectively.

© 2017 The Pew Charitable Trusts

The statistical modeling indicates that for each additional benefit offered, businesses without plans were 44
percent more likely to say the program would be very helpful rather than not helpful.

In addition, businesses leaders who were somewhat or much more likely to start a plan in the next two years
were more than 2 % times more likely to say the program would be somewhat helpful and over three times more
likely to say it would be very helpful compared with those who said it would not be helpful. Conversely, older
businesses were more likely to say the program would not be helpful instead of very helpful. A year-old business
has a 47 percent chance of saying a MEP would be very helpful; that drops to 36 percent for a 15-year-old
enterprise.”

Although employers said they would find such a plan helpful, it is unclear how many would voluntarily adopt one
if offered. Some 61 percent of employers without plans said they would definitely be or might be interested in
participating in such a program. (See Table 11.)
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Note: Businesses without plans were asked
No 39% if they would consider joining a multiple
employer plan. Total n for the item: 668.

Yes 61% © 2017 The Pew Charitable Trusts

In statistical modeling, businesses that offered more benefits were more likely to say they definitely or might

be interested in participating in a MEP. For each additional benefit offered, the likelihood increased by 29
percentage points. Additionally, those likely to start a plan in the next two years were more than 2 % times more
likely to say they were interested in participating in a MEP than were businesses not likely to start a plan in the
next two years.

Conclusion

This survey of small to midsize businesses—one of the few high-quality surveys of these employers on this
topic in the past decade—sheds light on many issues related to policy proposals intended to boost retirement
savings for private sector workers. Most of these businesses, whether they offer retirement benefits or not,
acknowledge the need to provide new opportunities for their employees to put money away for their later years.
Support proved high for auto-IRAs, MEPs, and online marketplaces.

However, the survey found some significant differences in employer attitudes that could have implications for
these policies. For example, businesses that outsource their payroll were less likely to oppose state-sponsorship
of auto-IRAs than those that handle pay themselves.

Support for state-sponsored auto-IRAs was lower among employers who were less financially stable, which
suggests that policymakers will need to carefully consider how an auto-IRA program would affect startups and
financially struggling firms. For example, lllinois’ auto-IRA law exempts new businesses for two years.?°

Support for auto-IRAs proved weaker when respondents were more familiar with existing retirement plan
options, such as 401(k)s. In addition, findings that employers with plans were not likely to drop theirs to

take part in a state-sponsored IRA program or that half of those without plans would prefer to start their

own indicate that implementation of such a program could ultimately strengthen the existing private sector
marketplace. States also will likely have to focus on customers’ experience and invest in outreach and education
to overcome mistrust of government-sponsored programs; employers will need a clear understanding of their
limited role.

This analysis focuses on employers, but the survey results raise issues about workers who might be affected by
these policy proposals. Many employers said they did not know if their workers would want or need an auto-IRA
program. Those running small to midsize businesses often know their employees well and may be concerned
about whether they can afford to save for retirement when many struggle to pay their current bills. A separate
report on a companion survey of employees will address those concerns.
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Methodology

These data were collected by ICF International Inc. in the Small Business Retirement Survey done for Pew. The
probability sample is based on the Dun & Bradstreet list of businesses and focuses on private sector small to
midsize businesses (five to 250 employees) nationwide. Local, state, and federal government agencies and
nonprofits were excluded from the sample. A representative from each business who was knowledgeable about
benefits and had input on benefit-related decisions responded to the survey. ICF used a stratified survey design to
ensure representative national estimates. The strata were the four Census Bureau regions, whether an enterprise
was a goods-producing or service-producing business, and the number of employees (five to 50 and 51 to 250).
The survey used computer-assisted telephone interviewing to collect data between April 26 and June 29, 2016.

The sample is split between employers that sponsor a retirement plan (56 percent) and those that do not (44
percent). In terms of workforce size, 68 percent have between five and 24 total employees, while the remaining
32 percent have between 25 and 250 total employees. All analyses presented in this report are weighted to
match business characteristics based on the Census Bureau's Business Dynamics Statistics.”

Model design

This report focuses on employers' reactions to auto-IRA plans. Businesses with and without plans were asked
about overall support for these plans. Businesses without plans were also questioned about support for individual
features of auto-IRA plans and support for various sponsors of the plan (e.g., mutual fund, state government,
etc.). Because of low cell sizes, we collapse “strongly oppose” and “somewhat oppose” so that support variables
are three category variables: oppose, somewhat support, and strongly support. Though these categories can

be viewed as ordered (oppose to high levels of support), we use multinomial logistic regression to examine

the views rather than ordinal logistic regression because analyses showed there is a large difference between
opposition and somewhat support, but a much smaller difference between somewhat support and strongly
support. In each of these regression models we use a base category, either “somewhat support” in the cases of
“oppose” and “strong support” or “oppose” in the case of “strong support,” and present relative risk ratios. To
interpret tables showing multinomial logistic regression, the relative risk ratios show the likelihood of opposing
the plan compared to somewhat supporting the plan in the left panel, the likelihood of strongly supporting the
plan compared to somewhat supporting the plan in the middle panel, and the likelihood of strongly supporting
the plan compared to opposing the plan in the right panel. Additionally, to examine whether or not a business
would use an auto-IRA plan, online marketplace, and MEP, we use logistic regression.

The models all use various business characteristics as independent variables, including natural log
transformations of years in business and number of employees, whether the payroll was handled internally

or outsourced, geographic region, whether the business’ earnings and number of employees in the past year
increased, decreased, or stayed the same, a continuous variable of the number of nonretirement benefits the
employer offers, and a five-category industry variable. Post-hoc tests were performed to determine that the best
fit regression models use natural log transformations of years in business and number of employees.

In some cases, businesses with and without plans were asked different questions, so models between the

two groups differ in independent variables. Models of support for plan sponsors take into account whether

their businesses have a pro-savings feature in their retirement plan (i.e., automatic enrollment or automatic
escalation), the number of employees who participate, whether the employer contributes to the retirement plan,
and familiarity with the retirement plan’s fees. Because of these variables, the model of support includes only
those who answered yes to the question “Does your organization offer a retirement plan based on employee and
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employer contributions to an individual account plan, such as a 401(k) plan?” Models of support for businesses
without plans include the percentage of employees who are full time, the number of alternative plans the
business is familiar with (e.g., 401(k), SEP IRA, SIMPLE plans, and myRA), and whether they were presented with
a plan with a 3 or 6 percent default employee contribution rate. Statistical significance is indicated by * p < 0.05
**p < 0.01*** p<0.001.

Predicted probabilities (presented in Figures 2, 3, 5, 6, and 7) based on multinomial regression models of support,
were generated using Stata's predict command. Predicted probabilities (Figure 8) based on a multinomial
regression model of support, and predicted probabilities (Figure 9) based on a logistic regression model of the
likelihood of responding the program would encourage them to offer a plan, were generated using Stata's margins
command. Additionally predicted probabilities referenced in the text used Stata’s margin commands. Covariates
are held at their mean. In order to match samples across analyses, univariate and bivariate analyses exclude
those that were missing any of the covariates in regression models.

Appendix

Oppose vs Strongly Support vs Strongly Support vs

Somewhat Support Somewhat Support Oppose

Industry category

Wholesale and retail trade (reference) (reference) (reference)

:Zt;;ae'n;erfcoe“rces' construction, and 2.81 158 122 057 0.44 0.27

:(c))\cljit:]cgtion, transportation, and material 164 0.96 103 0.40 063 0.39

Management, professional, and related 119 0.53 1.22 0.34 1.02 0.48

Other services 247 1.32 0.61 0.23 0.25 014 *
Years in business (logged) 1.22 0.24 0.81 on 0.67 0.14
Number of employees (logged) 118 0.28 1.05 0.15 0.89 0.21
Percentage of employees that are full-time 1.01 0.01 1.00 0.00 0.99 0.01
Handle payroll

Internal (reference) (reference) (reference)

Outsource 0.81 0.26 114 0.29 1.40 0.50

Continued on the next page
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Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Change in organization's earnings over last

two years
Unchanged (reference) (reference) (reference)
Increase a little/a lot 0.67 0.26 1.59 0.46 2.38 1.04*
Decrease a little/a lot 1.03 0.45 1.87 0.67 1.81 0.90

Change in organization's employment over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.72 0.33 0.61 0.21 0.84 0.43

Decrease a little/a lot 1.04 0.53 0.29 013 ** 0.28 017 *
Number of employee benefits 0.82 012 112 012 1.36 0.22
:l’;:lber of auto-IRA alternative plans familiar 133 018 * 103 011 077 012
Somewhat or much more likely to start plan in
the next two years

No (reference) (reference) (reference)

Yes 0.68 0.30 116 0.34 170 0.78
Default auto-IRA program contribution rate

3% (reference) (reference) (reference)

6% 113 0.37 1.03 0.25 0.92 0.33
Constant 0.04 ** 16.41 19.03 *

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 10 respondents (1 percent) that are missing the
dependent variable, and, of those that are not, 74 respondents (10 percent) that are missing one or more covariates. In total 84 respondents
(12 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.

© 2017 The Pew Charitable Trusts
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Table A.2
Businesses With Plans: Auto-IRA Support

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose
isk ratio error risk ratio error risk ratio error

Industry category

Wholesale and retail trade (reference) (reference) (reference)

r':‘;ti:zlnrae:coe”rces' construction, and 0.74 0.29 1.21 079 165 112

:gsit:]cgtion, transportation, and material 148 052 181 119 122 08

Management, professional, and related 0.85 0.25 1.68 0.86 1.98 1.08

Other services 140 0.68 3.35 2.26 2.38 1.72
Years in business (logged) 1.02 014 0.73 013 0.72 013
Number of employees (logged) 1.04 0.12 1.05 0.22 1.01 0.22
Handle payroll

Internal (reference) (reference) (reference)

Outsource 0.86 018 1.31 0.40 1.52 0.47
Change in organization's earnings over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 1.20 0.29 148 0.56 1.23 0.48

Decrease a little/a lot 198 0.60* 2.23 112 113 0.57
Change in organization's employment over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.83 0.23 0.62 0.28 0.75 0.34

Decrease a little/a lot 1.34 0.44 1.24 0.64 0.93 0.47
Number of employee benefits 11 0.10 1.29 0.19 116 0.17
Current retirement plan includes automatic
features

No (reference) (reference) (reference)

Yes 0.57 013~ 1.28 0.43 2.26 0.79~*
Percentage of employees participating in 100 0.00 100 0.01 100 0.01

current retirement plan

Continued on the next page
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Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Current retirement plan includes employer
contributions

No (reference) (reference) (reference)
Yes 2.25 0.85* 0.96 0.46 043 0.23

Familiarity with current retirement plan's
investment fees

Not at all familiar (reference) (reference) (reference)

Somewhat familiar 0.84 0.19 1.06 0.40 1.26 0.49

Very familiar 1.57 0.49 2.23 0.98 142 0.61
Constant 0.28 0.18 0.09 010 * 0.33 0.35

Note: 816 businesses reported that they offered a retirement plan based on contributions to an individual account plan. The model excludes
40 respondents (5 percent) that are missing the dependent variable, and, of those that are not, 84 respondents (10 percent) that are missing
one or more covariates. In total 124 respondents (15 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p
<0.01*** p<0.001.

© 2017 The Pew Charitable Trusts

Table A.3

Businesses Without Plans: Auto-IRA Support Under State
Government Sponsorship

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose
Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error
Industry category
Wholesale and retail trade (reference) (reference) (reference)
Nat.ural resources, construction, and 105 0.42 078 058 074 0.55
maintenance
Prod.uctlon, transportation, and material 131 048 105 0.62 0.80 0.44
moving
Management, professional, and related 116 0.32 1.88 0.83 1.62 0.68
Other services 1.05 0.37 115 0.64 1.09 0.59
Years in business (logged) 1.05 0.13 0.85 0.13 0.81 0.12

Continued on the next page
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Oppose vs Strongly Support vs Strongly Support vs

Somewhat Support Somewhat Support Oppose
Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error
Number of employees (logged) 1.20 017 1.45 0.33 1.21 0.26
Percentage of employees that are full-time 1.01 0.00* 1.00 0.01 0.99 0.01
Handle payroll
Internal (reference) (reference) (reference)
Outsource 0.54 013 ** 0.92 0.33 170 0.56

Change in organization's earnings over
last two years

Unchanged (reference) (reference) (reference)
Increase a little/a lot 0.80 0.21 0.63 0.25 0.79 0.29
Decrease a little/a lot 0.67 0.21 0.58 0.26 0.85 0.36

Change in organization's employment over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 1.20 0.35 0.50 0.23 0.42 0.19

Decrease a little/a lot 1.76 0.67 1.05 0.67 0.60 0.35
Number of employee benefits 0.97 0.09 112 017 115 017
g:ﬁ?::;ift:um-lu alternative plans 0.92 0.09 0.95 014 103 014
Somewhat or much more likely to start
plan in the next two years

No (reference) (reference) (reference)

Yes 0.56 015~ 122 0.48 217 0.83*
Default auto-IRA program contribution rate

3% (reference) (reference) (reference)

6% 0.85 0.19 114 0.41 1.35 0.46
Constant 0.75 0.15 0.15 013~

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 8 respondents (1 percent) that are missing the
dependent variable, and, of those that are not, 76 respondents (10 percent) that are missing one or more covariates. In total 84 respondents
(12 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01*** p < 0.001.

© 2017 The Pew Charitable Trusts
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Table A4

Businesses Without Plans: Auto-IRA Support Under Mutual Fund
Company Sponsorship

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Industry category

Wholesale and retail trade (reference) (reference) (reference)

:Ztif];z'n;e:fe“rces' construction, and 2.02 105 187 0.89 092 0.57

::zsit:gion, transportation, and material 162 208 ** 166 071 0.36 019

Management, professional, and related 1.51 0.55 1.52 0.48 1.01 0.44

Other services 245 1.09 * 0.51 0.23 0.21 012 **
Years in business (logged) 1.07 0.16 0.87 0.12 0.82 015
Number of employees (logged) 0.79 018 0.96 0.15 1.22 0.29
Percentage of employees that are full-time 1.00 0.01 1.00 0.00 0.99 0.01
Handle payroll

Internal (reference) (reference) (reference)

Outsource 0.97 0.27 1.41 0.3%9 1.45 0.49
Change in organization's earnings over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.88 0.28 0.96 0.32 1.08 044

Decrease a little/a lot 1.01 0.39 1.79 0.70 1.77 0.86
Change in organization's employment
over last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 1.02 0.34 1.64 0.66 1.61 0.74

Decrease a little/a lot 0.83 0.40 193 0.74 2.32 1.24
Number of employee benefits 0.78 on 0.92 0.11 119 0.19
:‘L:nn:lli)aerr ;ift:uto-lRA alternative plans 116 014 105 om 0.91 013
Somewhat or much more likely to start
plan in the next two years

No (reference) (reference) (reference)

Yes 0.92 0.34 1.67 0.48 1.81 0.74

Continued on the next page
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Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Default auto-IRA program contribution rate

3% (reference) (reference) (reference)
6% 0.80 0.22 0.67 0.18 0.84 0.28
Constant 0.25 0.25 0.32 0.24

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 14 respondents (2 percent) that are missing the
dependent variable, and, of those that are not, 70 respondents (10 percent) that are missing one or more covariates. In total 84 respondents
(12 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.
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Table A.5

Businesses Without Plans: Auto-IRA Support Under Insurance
Company Sponsorship

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Industry category

Wholesale and retail trade (reference) (reference) (reference)

l;lnzti:];:Lrae::eurces, construction, and 0.74 033 0.72 0.44 0.98 0.65

::gsil;cgtion, transportation, and material 217 0.81* 136 068 063 0.34

Management, professional, and related 1.05 0.32 1.39 0.52 1.33 0.57

Other services 253 0.95* 0.58 0.38 0.23 016 *
Years in business (logged) 1.00 0.12 0.70 014 0.70 0.15
Number of employees (logged) 0.93 0.15 1.01 0.18 1.09 0.24
Percentage of employees that are full-time 1.00 0.00 1.00 0.01 1.00 0.01
Handle payroll

Internal (reference) (reference) (reference)

Outsource 091 0.22 1.45 0.49 1.58 0.58

Continued on the next page
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Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Change in organization's earnings over

last two years
Unchanged (reference) (reference) (reference)
Increase a little/a lot 0.67 0.18 0.73 0.28 1.09 0.46
Decrease a little/a lot 149 0.47 1.56 0.70 1.04 0.50

Change in organization's employment
over last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.86 0.29 0.58 0.26 0.67 0.33
Decrease a little/a lot 0.86 0.33 0.91 0.46 1.06 0.60
Number of employee benefits 0.92 0.10 1.30 018 1.4 0.22*
:latr;rrill?:rr;ift:uto-lRA alternative plans 125 012 * 095 010 076 0.09 *

Somewhat or much more likely to start
plan in the next two years

No (reference) (reference) (reference)

Yes 1.31 0.38 1.29 0.43 0.98 0.38
Default auto-IRA program contribution rate

3% (reference) (reference) (reference)

6% 0.88 0.20 0.96 0.31 1.09 0.38

Constant 0.40

0.28 0.39 0.36 0.96 1.01

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 9 respondents (1 percent) that are missing the
dependent variable, and, of those that are not, 75 respondents (10 percent) that are missing one or more covariates. In total 84 respondents
(12 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.
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Odds ratio Standard error

Industry category

Wholesale and retail trade (reference)

Natural resources, construction, and maintenance 114 0.47

Production, transportation, and material moving 0.75 0.27

Management, professional, and related 1.03 0.27

Other services 1.02 0.36
Years in business (logged) 0.94 0.12
Number of employees (logged) 0.92 0.13
Percentage of employees that are full-time 0.99 0.00 **
Handle payroll

Internal (reference)

Outsource m 0.25

Change in organization's earnings over last two years

Unchanged (reference)
Increase a little/a lot 0.73 0.19
Decrease a little/a lot 1.49 0.45

Change in organization's employment over last two years

Unchanged (reference)

Increase a little/a lot 0.82 0.23

Decrease a little/a lot 0.77 0.28
Number of employee benefits 1.20 0.11
Number of auto-IRA alternative plans familiar with 0.94 0.09

Somewhat or much more likely to start plan in the next two years
No (reference)

Yes 1.41 0.35

Continued on the next page

33



Odds ratio Standard error

Default auto-IRA program contribution rate

3% (reference)
6% 1.24 0.27
Constant 1.98 1.26

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 66 respondents (9 percent) that are missing the
dependent variable, and, of those that are not, 65 respondents (9 percent) that are missing one or more covariates. In total 131 respondents
(18 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.

© 2017 The Pew Charitable Trusts

Table A7

Businesses With Plans That Would Stop Offering Them if the State
Sponsored an Auto-IRA

Odds ratio Standard error

Industry category

Wholesale and retail trade (reference)

Natural resources, construction, and maintenance 0.41 0.26

Production, transportation, and material moving 0.28 0.15*

Management, professional, and related 0.90 0.39

Other services 0.88 0.51
Years in business (logged) 0.83 0.15
Number of employees (logged) 0.87 0.14
Handle payroll

Internal (reference)

Outsource 149 0.48

Change in organization's earnings over last two years

Unchanged (reference)
Increase a little/a lot 0.57 0.23
Decrease a little/a lot 0.31 014~

Continued on the next page
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Odds ratio Standard error

Change in organization's employment over last two years

Unchanged (reference)

Increase a little/a lot 1.03 0.50

Decrease a little/a lot 2.08 0.97
Number of employee benefits 0.93 0.12

Current retirement plan includes automatic features

No (reference)
Yes 2.69 0.98 **
Percentage of employees participating in current retirement plan 0.99 0.01*

Current retirement plan includes employer contributions

No (reference)
Yes 0.30 014 **

Familiarity with current retirement plan's investment fees

Not at all familiar (reference)

Somewhat familiar 1.27 0.49

Very familiar 0.56 0.26
Constant 253 2.29

Note: 816 businesses reported that they offered a retirement plan based on contributions to an individual account plan. The model excludes
78 respondents (10 percent) that are missing the dependent variable, and, of those that are not, 103 respondents (13 percent) that are

missing one or more covariates. In total 181 respondents (22 percent) of the sample are excluded. Statistical significance is indicated by * p <
0.05** p < 0.01*** p < 0.001.
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Table A.8

Businesses Without Plans: How Helpful Would You Find a
Marketplace?

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose
Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Industry category

Wholesale and retail trade (reference) (reference) (reference)

:Zti:;ZL;e::e“rces' construction, and 165 0.84 0.74 031 045 0.22

:(c))\cljiL:](;tion, transportation, and material 197 0.92 076 028 038 018 *

Management, professional, and related 150 0.57 1.22 0.33 0.82 0.31

Other services 0.96 0.47 0.68 0.25 0.71 0.35
Years in business (logged) 115 0.20 0.87 on 0.76 012
Number of employees (logged) 0.95 0.21 1.04 017 110 0.24
Percentage of employees that are full-time 1.00 0.01 0.99 0.00 0.99 0.01
Handle payroll

Internal (reference) (reference) (reference)

Outsource 1.06 0.34 1.05 0.24 0.99 0.31
Change in organization's earnings over
last two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.78 0.28 117 0.29 1.49 0.51

Decrease a little/a lot 0.95 0.38 116 0.36 1.22 0.48
Number of employee benefits 0.95 013 112 on 117 0.15
‘l;lv;.:r:ber of auto-IRA alternative plans familiar 110 014 085 008 077 0.09 *
Somewhat or much more likely to start planin
the next two years

No (reference) (reference) (reference)

Yes 0.66 0.28 1.30 0.35 1.96 0.79
Constant 0.19 0.19 2.06 1.37 10.63 10.03*
n= 657 657 657

Note: 709 businesses reported that they did not offer a retirement plan and had 100 or fewer employees. The model excludes 2 respondents
(0 percent) that are missing the dependent variable, and, of those that are not, 50 respondents (7 percent) that are missing one or more
covariates. In total 52 respondents (7 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 ***
0.001.
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Table A9

Businesses Without Plans: Would the Marketplace Encourage You to

Offer a Plan?

Industry category
Wholesale and retail trade
Natural resources, construction, and maintenance
Production, transportation, and material moving
Management, professional, and related
Other services
Years in business (logged)
Number of employees (logged)
Percentage of employees that are full-time
Handle payroll
Internal

Outsource

Change in organization's earnings over last two years

Unchanged

Increase a little/a lot

Decrease a little/a lot
Number of employee benefits

Number of auto-IRA alternative plans familiar with

Somewhat or much more likely to start plan in the next two years

No
Yes

Constant

(reference)
072
0.48
0.85
0.66
0.75
0.90

1.00

(reference)

140

(reference)
1.47
1.77
1.07

0.85

(reference)
414

299

0.29

015~

0.21

0.22

010~

0.14

0.00

0.31

0.35

0.49*

010

0.07

1.28 **

236"

Note: 709 businesses reported that they did not offer a retirement plan and had 100 or fewer employees. The model excludes 3 respondents
(O percent) that are missing the dependent variable, and, of those that are not, 49 respondents (7 percent) that are missing one or more
covariates. In total 52 respondents (7 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 ***p <

0.001.
© 2017 The Pew Charitable Trusts
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Table A.10
Businesses Without Plans: How Helpful Would You Find a MEP?

Oppose vs Strongly Support vs Strongly Support vs
Somewhat Support Somewhat Support Oppose

Relative Standard Relative Standard Relative Standard
risk ratio error risk ratio error risk ratio error

Industry category

Wholesale and retail trade (reference) (reference) (reference)

rl:lqaati:;'zln;e::eurces, construction, and 169 087 0.84 035 0.50 0.27

Pmr(())sitrj]cgtion, transportation, and material 140 065 053 0.20 038 019

Management, professional, and related 2.25 0.80* 1.59 0.44 0.70 0.26

Other services 1.41 0.67 0.62 0.22 0.44 0.22
Years in business (logged) 1.23 0.21 0.82 0.10 0.67 012+
Number of employees (logged) 0.96 0.21 0.82 0.11 0.86 0.18
Percentage of employees that are full-time 1.00 0.01 0.99 0.00 1.00 0.01
Handle payroll

Internal (reference) (reference) (reference)

Outsource 1.23 0.37 0.93 0.21 0.75 0.24
Change in organization's earnings over last
two years

Unchanged (reference) (reference) (reference)

Increase a little/a lot 0.53 017 0.86 0.21 1.64 0.55
Decrease a little/a lot 0.51 0.19 0.87 0.27 1.70 0.68
Number of employee benefits 0.81 0.10 117 0.12 1.44 0.19 **

‘I;lv:xtr:ber of auto-IRA alternative plans familiar 105 o3 0.89 0.08 0.85 om
Somewhat or much more likely to start plan in
the next two years

No (reference) (reference) (reference)

Yes 0.38 017~ 1.29 0.33 3.39 146 **
Constant 0.24 0.25 10.51 10.99 *

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 7 respondents (1 percent) that are missing the
dependent variable, and, of those that are not, 53 respondents (7 percent) that are missing one or more covariates. In total 60 respondents
(8 percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.
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Table A11

Businesses Without Plans: Would You Be Interested in Participating
ina MEP?

Industry category

Wholesale and retail trade (reference)

Natural resources, construction, and maintenance 1.09 0.45

Production, transportation, and material moving 0.75 0.27

Management, professional, and related 0.89 0.23

Other services 0.85 0.29
Years in business (logged) 0.83 on
Number of employees (logged) 0.91 013
Percentage of employees that are full-time 1.00 0.00
Handle payroll

Internal (reference)

Outsource 1.07 0.24

Change in organization's earnings over last two years

Unchanged (reference)

Increase a little/a lot 1.32 0.31
Decrease a little/a lot 118 0.36
Number of employee benefits 1.29 014~
Number of auto-IRA alternative plans familiar with 1.02 0.09

Somewhat or much more likely to start plan in the next two years

No (reference)
Yes 2.75 0.83**
Constant 1.56 0.98

Note: 725 businesses reported that they did not offer a retirement plan. The model excludes 5 respondents (O percent) that are missing the
dependent variable, and, of those that are not, 52 respondents (7 percent) that are missing one or more covariates. In total 57 respondents (8
percent) of the sample are excluded. Statistical significance is indicated by * p < 0.05 ** p < 0.01 *** p < 0.001.
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feasibility study conducted on behalf of the California Secure Choice program. Alterations to the prompts were made for clarity in the
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Employers with an existing retirement plan were given the following prompt:

Now | am going to ask a few questions about a new retirement plan intended to make it easier for employees at businesses without
retirement plans to save for retirement. Since your business offers a retirement plan, this proposal would not necessarily apply to your
organization. However, given your experience with retirement plans, we would like your input.
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not make their own contributions.
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All of the following findings are statistically significant at the 0.05 level or greater.

Other business characteristics such as industry, age of business, number of employees or the number of full-time employees, internal
vs. outsourced payroll management, the number of other benefits offered, the likelihood of starting a plan in the next two years, and the
presented default contribution rate (3% vs. 6%) were not associated at a statistically significant level with support or opposition for
employers without plans. See Appendix Table A1 for details.
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It is possible that one individual feature is more strongly associated with overall support than others. Using Chronbach'’s alpha to examine
how well individual features reliably measure support, all individual features have a high degree of reliability (Chronbach’s alpha = 0.83).
Even when excluding automatic enrollment and default contributions by the employee, which have lower levels of support and more
variation in answers, Chronbach’s alpha remains high (0.82).

Other business characteristics such as industry, age of business, number of employees or any change in the number of employees
over the last two years, any change in earnings over the last two years, the number of other benefits offered, the number of alternative
retirement options available, and the presented default contribution rate (3% vs. 6%) were not associated at a statistically significant
level with support or opposition for state sponsorship for employers without plans. See Appendix A3 for details.
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two years, and the presented default contribution rate (3% vs. 6%), were not associated at a statistically significant level with support or
opposition for state sponsorship for employers without plans. See Appendix A2 for details.
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In a model of helpfulness, the only statistically significant differences between businesses were by industry. Businesses in the natural
resources, construction, and maintenance industries as well as the production, transportation, and material moving industries were more
likely to report the program would be somewhat helpful than very helpful, compared with businesses in the wholesale and retail trade
industries. See Appendix A8 for details.

In addition to the features outlined in the body of the paper, in a model of support there were statistically significant differences between
businesses in different industries. Businesses in the management, professional, and related industries were more likely to report the
program would be not helpful than somewhat helpful as compared with businesses in the wholesale and retail trade industries. See
Appendix A10 for details.
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For a discussion of retirement plan adoption and financially fragile small firms, see Jules Lichtenstein, “Financial Viability and Retirement
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