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Measuring your retirement plan’s data 
provides key information to help increase 
its competitiveness, which can be extremely 
helpful in today’s labor market.

An effective, competitive retirement plan 
enhances your ability to recruit and retain top 
talent while allowing you and your employees to 
save for the future. It also offers tax advantages 
and other incentives that help make the plan a 
valuable benefit for everyone.

Evaluating the Effectiveness of 
Your Company’s Retirement Plan

YEAR-END WRAP-UP: 

How do you know your current 
retirement plan design is effective? 

Participation Rates

Deferrals

Asset Allocation

Benchmarking is a simple way to determine your plan’s 
effectiveness. Gathering relevant plan data, which you 
should do regularly, can inform comparisons to other 
plans of a similar size in your industry.

Comparing your plan against industry benchmarks can 
help you assess how your current plan design stacks up 
and determine opportunities for improvement.

Your plan’s participation rate—the number of eligible 
employees making voluntary contributions—is a good 
measure of plan performance and how much of your 
workforce is actively saving for retirement. 

By tracking deferral rates—the percentage of income your 
employees are contributing to their retirement accounts—
you can determine if they’re saving effectively for retirement.

Your participant’s asset allocation — how their savings are distributed across 
asset classes, such as stocks and bonds — can help you gauge their investment 
knowledge and how they might react to market volatility. Ready-made 
diversified portfolios available in target date funds help improve asset allocation 
appropriateness for a participant’s specific age and stage of life.

50% 
OF PLANS OFFER 
AUTOMATIC 
ENROLLMENT1

AVERAGE 
401(K) 
DEFERRAL 
RATE: 

7%1

PARTICIPANTS 
USING TARGET 
DATE FUNDS: 

78%1

AVERAGE 
PARTICIPATION 
RATE: 

83%1

An investment in a target date fund is not guaranteed at any time, including on or after the target date, the approximate date 
when an investor in the fund would retire and leave the workforce. Target date funds gradually shift their emphasis from more 
aggressive investments to more conservative ones based on the target date. All investing involves risk including loss of principal. 
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Have questions about 
benchmarking and plan 
design modifications?  
CONTACT US.

This information was developed as a general guide to educate plan 
sponsors and is not intended as authoritative guidance or tax/legal advice. 
Each plan has unique requirements, and you should consult your attorney 
or tax advisor for guidance on your specific situation.

©401(k) Marketing, LLC.  All rights reserved. Proprietary and confidential.  
Do not copy or distribute outside original intent.

Terminated and 
Missing Participants

When participants terminate and cash out, or worse yet, go 
missing and lose track of their account, it puts their future 
retirement security in jeopardy. Plan requirements can be 
modified to encourage asset retention.

Employers have a small window, known as a Cycle 3 restatement, 
to update plan documents with new design preferences and recent 
legislative and/or regulatory changes. The deadline is July 31, 2022. 

That means that now is an opportune time to benchmark and 
reevaluate your plan’s fees and effectiveness and consider 
updating certain features, including adding Roth contributions, auto 
enrollment, auto escalation, safe harbor provisions - and more. 

$1.4 billion 
= Assets recovered 
on behalf of missing 
or non-responsive 
participants in 2020 2

Loan Activity

Loans afford participants the flexibility to access their plan 
savings before retirement without paying income taxes or 
penalties. While this can be helpful and even raise contribution 
rates, loans also come with risks, including potentially reduced 
investment returns and repayment penalties.

78%
OF PLANS 
OFFER 
LOANS1

PERCENTAGE  
OF PARTICIPANTS 
CHOOSING TO 
KEEP ASSETS  
IN PLAN: 

63%1

How can we get started? 

1  Vanguard. How America Saves 2020. June 2020.
2  Moore, Rebecca. “DOL Offers Guidance for 

Locating Missing Participants.” PLANSPONSOR. 
Jan. 13, 2021.

https://institutional.vanguard.com/ngiam/assets/pdf/has/how-america-saves-report-2020.pdf
https://www.plansponsor.com/dol-offers-guidance-locating-missing-participants/
https://www.plansponsor.com/dol-offers-guidance-locating-missing-participants/
https://www.plansponsor.com/dol-offers-guidance-locating-missing-participants/
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