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From the director 
 
 
Members 
Joint Legislative Oversight Committee 
Idaho Legislature 

Most private-sector workers in Idaho do not have a retirement 
plan at work; the smaller the business, the less likely it is to offer 
its workers a plan. 

Federal, state, and local policymakers have sought to increase 
access to workplace retirement plans through tax credits, 
mandates, or other state programs. Before evaluating specific 
options, Idaho policymakers must first decide on the state’s role 
in expanding workplace retirement. 

Like other states, Idaho could establish a formal group of 
policymakers and stakeholders to articulate the state’s role and 
to continue observing the impact of programs in other states. We 
were unable to draw strong conclusions about the impact of 
other state programs because they are still too new. 

I would like to express my thanks to the Treasurer, her staff, and 
members of her informal work group, including AARP, for input 
in conducting this evaluation. 

954 W. Jefferson Street 
Suite 202 
Boise, Idaho 83702 
Ph. 208.332.1470 
legislature.idaho.gov/ope/ 

Sincerely, 

 
 
 
Rakesh Mohan, Director 
Office of Performance Evaluations 

Formal 
responses from 
the Governor and 
the Treasurer are 
in the back of the 
report. 
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The problem 

Idaho’s population, like the nation’s population, is aging. The US 
Government Accountability Office (GAO) reports that between 
one-third and two-thirds of retirees are projected to be unable to 
maintain their preretirement standard of living; they will not 
have enough retirement savings to supplement Social Security.  

Most people with retirement savings accounts have them through 
work. Employers can offer their workers a range of retirement 
plans that could include pensions, 401(k) plans, or individual 
retirement accounts (IRAs).  

According to US Census data, only 4 in 10 private-sector workers 
in Idaho have a retirement plan at work. Of these, workers for 
small businesses are especially unlikely to have a plan. Just over 1 
in 10 workers for employers who have fewer than 10 workers 
have a plan. Less than 3 in 10 workers for employers with 10 to 
49 workers have a plan. Younger workers, who benefit most from 
compound interest, are least likely to have a plan at work.  

Even though most people can walk into a financial institution 
and open a retirement account of their own, a majority of people 
do not. Workplace retirement plans are the primary way that 
people save money for retirement.  

The lack of retirement savings means that people have a lower 
quality of life and must rely on safety net programs to a greater 
extent than they would otherwise. As such, many policymakers 
see retirement savings as a state financial issue in addition to an 
individual one.  

 

Executive summary 
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No approach 
taken by other 
states has been 
around long 
enough to know 
how effective it 
can be. 

Possible solutions 
According to the Georgetown Center for Retirement Initiatives, 
45 states have studied, considered, or implemented legislation to 
increase the amount that private-sector workers save for 
retirement, particularly through workplace retirement plans. The 
National Conference of State Legislatures describes the policy 
landscape as a “balancing act as legislators try to promote 
employee savings, limit burdens for employers and manage legal 
and financial risks for their states.” 

One state approach, first adopted by Illinois and Oregon, 
mandates that employers, or at least employers of a certain size, 
offer a retirement plan to their workers. These states also offer a 
state-facilitated retirement plan for employers who do not wish 
to use a plan in the private market. Under federal law, employers 
cannot match worker contributions to state-facilitated retirement 
plans when the plans are paired with a mandate. The lack of an 
employer match reduces the effectiveness of these plans in 
building worker savings.  

Idaho has a smaller population than any state that has 
implemented a retirement program. We developed a model to 
determine whether such a program could be financially viable in 
Idaho. We found that a program would start earning more than it 
cost after about 7 years. After about 12 years, the program would 
have earned more total revenue than the program cost. 

Another state approach, such as that in Washington, involves the 
state operating a marketplace for retirement plans offered by 
financial institutions. A state retirement marketplace seeks to 
make it easier for employers to find retirement plans that meet 
minimum standards. Other states are implementing a variety of 
state-facilitated retirement plans without a mandate. These plans 
include an employer match not available under state plans when 
paired with a mandate.  

Consideration for policymakers 

Idaho policymakers have yet to decide what role they want state 
government to take in promoting people’s retirement security. 
Different approaches are available depending on whether 
policymakers are willing to mandate that employers provide a 
workplace retirement plan, willing to promote privately available 
plans, or willing to establish a state-facilitated plan. . In addition, 
none of the policy approaches implemented in other states have 

Before deciding 
on an approach, 
policymakers 
need to decide 
what role the 
state should 
play. 



Preparedness of Idahoans to Retire: Deciding the State’s Role 

7 

 

been around long enough to make strong conclusions about their 
effectiveness. If policymakers wish to pursue a policy to increase 
people’s retirement security, a formal group should be assigned 
to settle fundamental questions and to monitor the ongoing 
results from other states. 

In other states, formal groups have been composed of legislators, 
constitutional officers, and representatives from employers, 
financial institutions, and workers. Early and frequent 
collaboration with stakeholders has been essential to the smooth 
implementation of policy.  

The Idaho State Treasurer has organized an informal group that 
has brought together these stakeholders. This group could form 
the basis of a formal one, created by legislative action or 
executive order, to develop Idaho’s policy strategy.  

The Idaho State 
Treasurer has 
organized an 
informal group of 
stakeholders to 
discuss 
retirement plans. 
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Legislative interest  

During the 2019 legislative session, the Joint Legislative 
Oversight Committee assigned us to evaluate potential options to 
increase the availability of workplace retirement plans for 
Idahoans working in the private sector. The request for an 
evaluation is in appendix A. 

In the 1970s, pensions were the standard form of workplace 
retirement plans for many private-sector workers. Pensions 
provide defined retirement income in addition to Social Security. 
Congress passed the Employee Retirement Security Act (ERISA) 
in 1974, which added minimum standards for most retirement 
plans. In part due to these increased regulatory burdens, 
pensions in the private sector have now become rare.  

In addition, since the 1980s Congress has increased the age to 
qualify for Social Security. These changes reduce the retirement 
income workers automatically accrue. To make up for this 
reduced retirement income, workers must deliberately save for 
retirement. Retirement savings accounts, which workers may 
have through their employer’s retirement plans, help retirees 
maintain their standard of living. 

Research has found that decisions workers make about saving for 
retirement are influenced by the default option offered to them. 
When workers are enrolled in a retirement plan by default, they 
are more likely to save than if they must make the effort to enroll 
themselves.  

The Government Accountability Office reviewed retirement 
savings across the nation in 2015. It found that between one-
third and two-thirds of workers were at risk of being unable to 
maintain their preretirement standard of living. 

When retirees have adequate income, they are less likely to rely 

Introduction 
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on safety net programs such as Medicaid, food assistance, and 
housing support. The Colorado Secure Savings Plan Board 
commissioned a study of the cost of insufficient retirement 
savings to government safety net programs such as Medicaid. 
The study estimated that if retirees had saved enough to replace 
75 percent of their preretirement income, Colorado would spend 
$335 million less in state funds in 2020. This amount would be 
almost a quarter of total state safety net spending on retirees and 
would continue to grow each year as a larger portion of 
Colorado’s population retired.  

The federal government and several states have been pursuing 
policies to make retirement plans and automatic enrollment 
more common at the workplace for private-sector workers.  

Evaluation approach 
Policy strategies considered by various states include mandating 
that employers offer retirement plans, establishing a retirement 
plan overseen and facilitated by the state, establishing an online 
marketplace for qualifying private retirement plans, or offering 
tax credits to employers who offer workplace retirement plans.  

Idaho policymakers have yet to decide on which strategies they 
would be willing to consider. As such, our approach to this 
evaluation was to discover and communicate a broad scope of 
information that would be useful for policymakers. Our 
evaluation scope is in appendix B.  

To understand the policy landscape, we used the collection of 
research and policy documents from Georgetown University’s 
Center for Retirement Initiatives. This research included studies 
done in other states that answered questions like those asked of 
us. We also participated in monthly calls hosted by the center. 
The calls included representatives from California, Illinois, and 
Oregon who are implementing state-facilitated retirement 
programs, as well as representatives from other states studying 

Idaho’s population is projected to get older. The 
Idaho Department of Labor projects 20 percent 
of the population to be over 65 by 2026, 
compared with 15 percent in 2016.  

We participated 
in monthly calls 
hosted by 
Georgetown 
University's 
Center for 
Retirement 
Initiatives. 
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these programs.  

Studies done in states guided our decisions about which data to 
collect and where to get data. We obtained much of our data 
through the US Census Bureau and the US Bureau of Economic 
Analysis. This data was used in a model we developed to 
determine whether policy strategies used in other states could be 
financially feasible with Idaho’s smaller population. 

We also obtained data from the Idaho Department of Labor and a 
survey of small businesses conducted by the American 
Association of Retired Persons (AARP), an advocacy group to 
understand the landscape of workplace retirement plans in 
Idaho.  

We interviewed professionals from three financial institutions to 
understand retirement plan options and potential barriers for 
small businesses. We also participated in an informal working 
group chaired by the Idaho State Treasurer and interviewed 
members of that working group to understand stakeholder 
perspectives.  
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According to the Idaho Department of Labor, about 630,000 
people worked full or part time in Idaho’s private sector as of 
2019. We estimate that more than 375,000 of those workers did 
not have access to a workplace retirement plan.  

The essential problem for today’s workers is twofold: (1) having 
access to a retirement savings account and (2) accumulating 
sufficient savings to last through retirement.  

Because people rarely open retirement savings accounts on their 
own, having a retirement plan at work, where money can be 
automatically diverted into a retirement savings account, can 
overcome a lack of access. Strategies such as automatic 
enrollment and employers matching worker contributions can 
help ensure more resources are available at retirement.  

Barriers to 
retirement savings 
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The fewer workers a business employs, 
the less likely it is to have a workplace 
retirement plan.  
Workers for small businesses are the least likely to have 
workplace retirement plans, which means that the greatest 
opportunity to expand access is with small business. Only about 
22 percent of Idaho workers employed by a business with fewer 
than 50 workers have access to a workplace retirement plan, 
according to the US Census Bureau. In contrast, about 60 percent 
of workers employed by a business with more than 1,000 workers 
have access. Using census data, exhibit 1 shows our estimate of 
access to a workplace retirement plan by business size.  

Access to a workplace retirement plan varies in Idaho by 
industry. Less than 25 percent of workers in agriculture, 
accommodation and food services, arts and entertainment, and 
real estate have access. Half or more workers in finance, health 
care, manufacturing, and professional, scientific and technical 
services have access. 

 

Exhibit 1 

Workers are less likely to have a workplace 
retirement plan when working for small businesses.  

Source: Idaho data from the US Census Bureau, “Current Population Survey,” 2019, 
and the “March Supplement,” 2016–2019.  

84,943 10,023 <10 
workers 

Total workers by business size 

10-49 

50–99 

100–499 

500–999 

>999 

130,558 36,556 

49,158 15,927 

79,899 34,227 

27,809 16,213 

223,381 132,242 
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Lack of knowledge, costs, and regulatory 
burdens are barriers to offering 
retirement plans. 
The American Association of Retired Persons (AARP) conducted 
a survey about retirement plans among Idaho small businesses. 
Before conducting the survey, AARP requested our input. We 
suggested questions on how business owners learned about 
options for worker benefits.  

AARP hired an independent contractor to conduct the survey by 
telephone and received responses from 500 owners or human 
resource representatives at businesses with 0 to 100 workers. In 
survey results of businesses that did not offer retirement plans, 
51 percent perceived a plan to be too costly, 28 percent perceived 
it to be too complicated, and 21 percent perceived it to be too 
time consuming.  

AARP also found that among Idaho small businesses offering a 
plan, financial professionals have played an important role. 
Financial professionals were the most common resource to 
businesses for learning about and setting up retirement plans. A 
relationship between a financial professional and a small 
business would make offering a retirement plan easier for a 
business.  

However, many small businesses do not have relationships with 
financial professionals. According to our interviews, financial 
institutions are less likely to pursue small businesses as 
customers, particularly ones in rural areas. The lack of these 
relationships is likely responsible for the number of business 
owners who perceived retirement plans to be too costly or 
complicated. Our interviews with financial professionals and our 
review of publicly available plans suggest that business owners 
overestimate the cost and complexity of some simpler retirement 
plans. The financial professionals reported that the business 
owners they did set up plans for found the process easier than 
expected.  

Many small 
businesses do 
not have 
relationships 
with financial 
professionals. 
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Inherent 
economies of 
scale put small 
businesses at a 
disadvantage for 
offering a 
retirement plan. 

Regulatory and administrative burdens 

Administering a retirement plan has regulatory burdens that 
discourage businesses, particularly small businesses, from 
offering retirement plans. Many of the burdens are relatively 
fixed, which makes a plan costs less per worker for 100 workers 
than for 10 workers. These inherent economies of scale put small 
businesses at a disadvantage for offering a retirement plan.  

Businesses administering a retirement plan must provide 
educational material and disclosures to workers. For many plans, 
the failure to provide these materials in a specified time frame 
results in financial penalties.  

Types of retirement plans 

Defined benefit plans, such as traditional 
pensions, pay retirees based on factors such as 
earning history, tenure, or age. Payments are 
guaranteed for life and are not based on 
investment performance. 

Defined contribution plans pay retirees based on the amount 
contributed to their individual savings account and any money 
gained or lost through investment. Common types of defined 
contribution plans include the following: 

401(k) plans allow workers to defer wages, place the deferred 
wages into an individual retirement account, and invest the 
deferred wages for retirement. Through a 401(k) plan, 
employers may also match contributions to the individual 
retirement account on behalf of their workers. Employer 
matches are common. Employers can control how long until 
their contributions are nonforfeitable (vested). 

Individual Retirement Accounts (IRAs) have special tax rules 
for individual contributions. Employers can set up retirement 
plans and contribute to their workers’ IRAs through simplified 
pensions (SEPs) and SIMPLE IRAs. Unlike 401(k)s, employers 
do not have administrative control over individual savings 
accounts, and therefore do not have administrative burdens. 
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Even the simplest 
plans require a 
financial 
commitment that 
small businesses 
may not be able 
to make. 

The business may be the fiduciary of the plan. If the business fails 
to meet requirements set out in federal law, it can be held liable 
for plan losses.  

Under many plans, the business must pay set-up and 
administrative costs. These costs often have a large fixed fee and 
a smaller fee for each worker. The business must select and 
monitor providers and deduct and remit contributions from a 
worker’s pay.  

Costs and taxes 

Even the simplest plans—SIMPLE individual retirement accounts 
(SIMPLE IRA) and simplified employee pension (SEP), which 
have minimal administrative burdens—require a financial 
commitment that small businesses are less capable of making 
than larger businesses. Small businesses may have larger swings 
in operating revenue, which makes fixed commitments less 
feasible. Also, they may not be set up for automatic payroll 
withdrawals. Small businesses are more likely to have high 
worker turnover and are more likely to form and dissolve. The 
turnover of both workers and businesses reduce the value of a 
retirement plan that is specific to a single employer. 

Despite the cost of retirement plans, tax advantages are in place 
to offset some costs. The Setting Every Community Up for 
Retirement Enhancement (SECURE) Act, passed by Congress in 
December 2019, increases the maximum tax credit to set up a 
retirement plan to $6,500, depending on the number of 
participating workers. Some states, such as Utah, provide 
additional state tax credits to specific employers.  

Retirement plans offer tax advantages to both businesses and 
plan participants. Traditionally, retirement savings plans exempt 
contributions from taxation, and instead tax withdrawals as 
income. Employer contributions to their worker’s retirement 
accounts can be deducted from the employer’s state and federal 
taxes. For some plans, contributions are not subject to Social 
Security, Medicare, or unemployment taxes.  
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Idaho workers lacking access to a 
workplace retirement plan are more likely 
to be younger, lower income, less 
educated, or Hispanic. 
Just as workplace retirement plans are less common for certain 
businesses, they are also less common for certain workers. 
Insofar as workplace retirement plans lead to increased wealth 
and long-term financial security, workers in demographics with 
less access to these plans will face disproportionally greater 
struggles to maintain their standard of living in retirement. 
Exhibits 2 and 3 show who are least likely to have access to a 
workplace retirement plan.  

Exhibit 2 

Younger workers are less likely to have access to a 
workplace retirement plan.  

109,490 30,876 18–24 

Total workers by age and gender. 

25–34 

35–44 

45–54 

55–64 

150,446 58,674 

134,952 58,569 

111,141 49,396 

89,698 42,474 

28% 

47% 

Female 

Male 

263,461 102,738 39% 

138,909 332,317 42% 

39% 

43% 

44% 

Source: Idaho data from the US Census Bureau, “Current Population Survey,” 2019, 
and the “March Supplement,” 2016–2019. Private-sector workers, full time and part 
time. 
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Why people are hesitant to save on their own 

Financial institutions offer retirement accounts that individuals 
can open themselves. A worker whose employer does not have a 
retirement plan can save for retirement with many of the same 
benefits and tax advantages as a worker whose employer has a 
retirement plan. Why, then, are workplace retirement plans 
important? 

Financial literacy is a significant factor in whether people save. 
The 2018 National Financial Capability Study surveyed about 
500 respondents in each state.1 Financial literacy is an issue in 
every state, including Idaho. As an example, only 30 percent of 
respondents in Idaho correctly answered a question about 
compound interest. 

People are also less likely to save when retirement is many years 
out or when they cannot cover expenses with their income. About 
48 percent of respondents in the National Capability survey 
reported difficulty covering expenses and paying bills. A study in 
Illinois found participants in workplace retirement plans 
prioritized saving for emergencies over retirement.  

Financial literacy 
is a significant 
factor in whether 
people save. 

Exhibit 3 

Hispanic workers are less likely to have access to a 
workplace retirement plan.  

Note: Nationwide, most groups of nonwhite workers are less likely to have access to 
a workplace retirement plan than white workers. Sample sizes for nonwhite racial 
groups were too small to verify whether this is true in Idaho. 
 
Source: Idaho data from the US Census Bureau, “Current Population Survey,” 2019, 
and the “March Supplement,” 2016–2019, for private-sector workers, full time and 
part time. 

Total workers by ethnicity 

483,356 202,043 42% 
White, non 
Hispanic 

Hispanic 29,111 90,127 32% 

1. https://www.usfinancialcapability.org/results.php?region=ID.  
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When people do not have a workplace retirement plan, they must 
work on their own with financial institutions. Focus groups in 
other states found that many people do not trust financial 
institutions.2 Language barriers play a role in that mistrust. Our 
interviews of Idaho financial professionals support the existence 
of this mistrust in Idaho.  

 

2. Results of six focus groups done in California are discussed in 
California Secure Choice: Market Analysis, Feasibility Study, and 
Program Design Consultant Services at https://www.treasurer.ca.gov/
calsavers/report.pdf. 

Results of four focus groups done in Illinois are discussed in Access to 
Secure Choice at https://www.issuelab.org/resource/access-to-secure-
choice-addressing-the-barriers-to-retirement-savings-for-illinois-
workers.html.  
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According to the Center for Retirement Initiatives at Georgetown 
University, 45 states have taken steps to study, propose 
legislation for, or enact legislation to expand access to retirement 
programs in the private sector. The landscape for these programs 
is quickly changing. At the end of February 2020, New Mexico 
became the latest state to enact legislation to create a retirement 
plan marketplace and a state-facilitated IRA. 

With a growing population of retirees, many of whom do not 
have large retirement savings, state officials are looking at how to 
improve retirement savings. Some states are opting to create or 
facilitate new retirement savings programs, while others are 
taking advantage of the existing private financial services market. 
The National Conference of State Legislatures (NCSL) describes 
the policy landscape as a “balancing act as legislators try to 
promote employee savings, limit burdens for employers and 
manage legal and financial risks for their states.”  

The changing policy 
landscape 
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The most common approach of state-
enacted legislation is to mandate that 
businesses offer a retirement plan with a 
state-facilitated option.  
Six states have either enacted or are implementing a program 
that mandates certain businesses offer retirement plans. These 
programs include a state-facilitated plan for businesses that do 
not use the private market. This type of program is commonly 
known as Secure Choice, or an automatic enrollment IRA. The 
mandate applies to businesses, but workers may opt out.  

Secure Choice programs appear to be effective at increasing the 
number of people with retirement accounts and increasing the 
number of people who save for retirement. The state plan 
component of Secure Choice cannot, under federal law, allow 
businesses to match worker contributions. Businesses that use 
the state plan do not receive tax credits or deductions. These 
elements, in addition to a relatively high participant cost, may 
make the state plan less effective at building worker savings than 
a private plan. 

Exhibits 4 and 5 show the status of state-facilitated retirement 
programs as of April 2020.  
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Exhibit 4 

States that mandate retirement plans have 
expanded access, but state plans are costly and 
inflexible for businesses.  

Source: Georgetown University, Center for Retirement Initiatives, 
cri.georgetown.edu, accessed March 2, 2020.  

Overview of automatic IRA programs 

Implemented programs: 

Enacted legislation: 

Businesses affected: Ranges from all businesses that do not offer a 
plan, as in Oregon, to those with 25 or more 
workers, as in Illinois. Maryland’s mandate 
only includes businesses that pay workers 
through a payroll system or service.  

Design considerations: Businesses enrolled in a state program 
cannot match worker contributions. Annual 
fees are high relative to private-sector plans. 
Illinois’s fees are a maximum of 0.75 percent 
and Oregon’s 1.05 percent. Individual IRAs 
invested in private institutions with similar 
portfolios have about a 0.15 percent fee.  

California Illinois Oregon 

Connecticut Maryland New Jersey 
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Exhibit 5 

States with voluntary plans have flexibility but have 
done little to increase the number of businesses 
that offer retirement plans. 

Source: Georgetown University, Center for Retirement Initiatives, 
cri.georgetown.edu, accessed March 2, 2020.  

Overview of voluntary programs 

Implemented programs: 

Enacted legislation: 

Program types: Massachusetts and Vermont offer 
multibusiness 401k plans. Washington has a 
marketplace where a variety of private-sector 
plans are available. New York has a voluntary 
state-operated IRA. New Mexico has both a 
voluntary IRA and a marketplace. 

New Mexico New York Vermont 

Massachusetts Washington 
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A state-facilitated, automatic enrollment 
IRA would eventually be revenue neutral 
in Idaho.  
Idaho’s population is smaller than any state administering an 
automatic enrollment IRA plan. To assess whether a plan would 
be feasible with smaller populations, we used Idaho-specific data 
to replicate two market analyses for Colorado and Oregon. These 
analyses were conducted by the Center for Retirement Research 
at Boston College. Oregon’s analysis was completed in 2015 and 
Colorado’s analysis was completed in December 2019.  

Even with Idaho’s smaller population, we estimate that with a  
1 percent asset management fee, a program would have more 
revenue than costs by its seventh year of operation (see exhibit 
6). At that point, the program would be in debt to the state or 
private administrator for more than $20 million. The program 
would become revenue neutral, with debt paid down, in about 12 
years.  

We estimate a 
program would 
be revenue 
neutral and have 
its debt paid 
down in about 

12  
years. 

OPE feasibility model 

To determine whether an automatic IRA would 
be feasible in Idaho, we estimated costs and 
revenues of the program.  

Costs are incurred by the state, the plan administrator, and the 
investment manager. In our model, the state’s costs are fixed. The 
plan administrator’s costs vary based on the number of new 
businesses enrolled and the number of open individual retirement 
accounts. The investment manager’s costs are a proportion of 
assets under management.  

We modeled revenue using two approaches: (1) revenue as a 
percentage of assets managed under the plan and (2) revenue as a 
fixed dollar amount per account.  



24 

At year 12, we estimate that workers would have $2.2 billion in 
savings with 193,000 active accounts. 

An individual worker who had participated in the program for all 
12 years would have an average of $21,500 in their retirement 
account and would have paid $1,200 in asset management fees.  

Our model uses the best available assumptions. As programs in 
other states continue to mature, assumptions should be updated 
to incorporate new data. For example, initial data from Oregon’s 
program shows less business participation, higher rates of worker 
opt out, and more workers withdrawing money before retirement 
than anticipated. We integrated early research findings from 
Oregon’s program, but those findings are preliminary.  

A further discussion of the model and its assumptions is in 
appendix C. 

Exhibit 6 

A state-operated automatic IRA in Idaho would be 
revenue neutral in year 12. 

Source: OPE model using default assumptions. Details are in appendix C.  

$40 

$20 

$0 

-$20 

Year 1 Year 7 

After year 6, the state plan would have more 
revenue than costs each year.  

Year 12 

After year 11, the state plan 
would be revenue neutral.  

Cumulative debt or surplus by year. Millions of dollars.  
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Private-sector administrators and 
investment managers play a significant 
role in state programs, which limit states’ 
role. 
In every state-facilitated retirement program, private-sector plan 
administrators and investment managers hold and invest 
participant money. The state’s role is limited to policy 
development, investment guidance and contract management, 
oversight, and enforcement. For example, Washington has 
developed criteria for businesses to offer plans on its retirement 
marketplace. Oregon and Illinois approve investment options but 
do not invest money themselves.  

Almost every enacted program is operated in each state’s 
treasurer office. Connecticut established its program as an 
independent entity but is in the process of moving the program 
into its state comptroller’s office. Washington’s Department of 
Commerce operates its marketplace. New York has established a 
program board but has yet to assign who will implement the 
program.  

Almost every 
enacted program 
in other states is 
operated in the 
state treasurer’s 
office. 
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Not enough time has passed to have 
meaningful data about program impacts. 
Both Illinois and Oregon began enrolling employers in 2017, 
starting with the largest employers. Each program expanded with 
waves of gradually smaller employers. Illinois’s deadline for 
employers with more than 25 workers was November 2019. 
Oregon’s deadline for all employers is January 2021. 
Washington’s marketplace opened in 2018.  

States do not know which businesses offer retirement plans and 
which do not. Fewer businesses enrolled in the Illinois and 
Oregon programs than what was expected even though 
businesses were mandated enrollment. There are three potential 
explanations for fewer businesses enrolling than expected: 

More businesses offered retirement plans than the states 
initially believed. 

Rather than use the state plan, businesses adopted private-
market plans in response to the mandate. 

Businesses are not complying with the mandate. 

At this early stage, we do not know how much each of the three 
explanations contributed to the lack of enrollment.  

Both Illinois and Oregon are making efforts to address each of 
these explanations. Representatives from these states 
emphasized the importance of including enforcement 
mechanisms with any mandate. Oregon emphasized that any 
financial penalties associated with noncompliance should not 
benefit the entity administering the program.  

Oregon found it overestimated the number of businesses without 
workplace retirement plans by using IRS form 5500 to estimate 
eligibility. Some retirement plans—such as SIMPLE IRAs and 
SEPs—do not require form 5500. For retirement plans that 
require form 5500, only one form is required per retirement plan. 
One retirement plan may cover multiple business, especially if 
the businesses have shared ownership. 

States do not 
know which 
businesses offer 
retirement plans 
and which do 
not. 
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Idaho could work with other states to 
reduce costs and expand offerings. 
Reducing cost of a program is essential to ensuring that workers 
are able to save as much as possible. Other states, particularly 
Oregon, have indicated an openness to partnership. 

If Idaho were to partner with other states, it could benefit from 
an existing program’s administrative structure and prevent 
duplication. It could also expand its range of plans. For example, 
Idaho could operate a marketplace while also using the structure 
of Oregon’s automatic IRA.  

If Idaho were to operate its own automatic IRA, we project that 
total revenue would match total costs in about 12 years with a  
1 percent asset management fee. Though the asset management 
fee could be lowered after the program breaks even, a 1 percent 
fee is high compared with workplace retirement plans available 
through the private market. We estimate that such a fee would 
reduce a worker’s accumulated savings about 14 percent over 30 
years. Financial institutions offer IRAs and a similar range of 
investment strategies for about a 0.15 percent asset management 
fee.  

If the goal is to increase worker’s retirement savings, reducing 
the costs of a program is essential. Entering into an agreement 
with another state to operate the administrative and investment 
aspects of a program would allow Idaho to benefit from 
economies of scale and lower costs.  

All state-facilitated IRAs have similar investment options—an 
emphasis on mutual funds with risk profiles appropriate to the 
participant’s age. Administration of the programs is similar 
among states. In fact, the same company, Ascensus, administers 
all three existing plans. Contracting with another state to 
administer Idaho’s program would still allow Idaho the flexibility 
to adopt its own policy for who is included in the plan, the extent 
of a mandate, if any, and what investment options are available.  

If Idaho were to 
partner with 
other states, it 
could benefit 
from their 
existing 
administrative 
structure. 

All state-
facilitated IRAs 
have similar 
investment 
options and are 
administered 
similarly. 
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If policymakers want to pursue strategies 
to expand access to workplace retirement 
plans, they should establish clear policy 
direction.  
State efforts to increase retirement savings must involve outreach 
to and feedback from employers, workers, and financial 
institutions. Broad inclusion of stakeholders in the planning 
process increases participation. 

Policymakers need to address questions about what role they 
want state government to play in promoting retirement savings 
before holding in-depth conversations about how to implement a 
program. Groups dedicated to providing policy direction and 
overseeing program implementation have come from legislative 
action or executive order.  

Thirteen states, nine of which have enacted state-facilitated 
retirement programs, created formal groups to study or direct 
program efforts. Two states with enacted programs do not have a 
group directing policy, but their programs are small.  

To pursue a state-facilitated program, Idaho would have to 
consider who would oversee the program, a strategy for outreach 
and education, which retirement options would be available, and 
how such a program would initially be funded. 

Idaho has an informal group studying these topics. The Treasurer 
has created an informal task force comprising many stakeholders 
common to other states’ formal groups. The informal task force 
has been meeting since October 2019.  

At a minimum, a plan to improve retirement 
outcomes must consider the following 
questions: 

What role will the state play in expanding 
retirement plan offerings?  

Will businesses be required to offer a retirement plan?  

Which businesses will be mandated or eligible to use the plan? 

13 states have 
created formal 
groups to study 
or direct program 
efforts. 

Idaho has an 
informal group 
created by the 
Treasurer to 
study possible 
directions. 
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Formal group composition 

Each of the 13 formal groups established by 
legislation or executive order includes a mix of 
state officials and members of the general 
public either with relevant expertise or representing necessary 
stakeholders. 

Elected executive officials are included in most every group. Of the 
13 groups, 10 include the state treasurer, 5 include the state 
controller, and one includes the governor.  

Agency heads are included in 8 of the 13 groups. Although each 
state has a different configuration of state agencies, commonly 
participating agency heads are analogous to heads of Idaho’s 
Division of Financial Management, Department of Labor, or 
Department of Finance. Other included agencies are the state 
pension plan and the departments of education and taxation.  

Legislators are included in three groups dedicated to study policy 
and one dedicated to oversight. Two groups require legislators from 
both political parties.  

Members of the public are commonly appointed by the governor and 
each legislative chamber. These members are in two categories: 

Subject-matter experts in retirement plan administration, 
retirement investing, and retirement products.  

Stakeholder representatives for employers and workers (or plan 
participants). Some groups also include representatives from 
financial institutions or a retiree. 
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Request for 
evaluation 
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1. Identify retirement plan options available for private-sector 

workers and, in general, barriers in place for accessing those 
options. 

2. Identify barriers, in general, for small businesses to provide 
retirement plans to workers. 

3. Identify sources of data available to the state to assess the 
extent of private-sector workers without retirement plans and 
the demographics of those workers. 

4. Analyze available data and provide for future data sharing 
and analysis. 

5. Discuss the risks and benefits of policy options available to 
improve retirement savings participation, including options 
for a public-private partnership. 

6. Outline next steps based on the experiences of other states.  

Evaluation scope 
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A common early step in establishing a state-facilitated retirement 
program is to conduct a feasibility study. Feasibility studies 
assess who is likely to participate, how much the program will 
cost, and how much revenue the program will generate.  

With the goal of assessing the financial feasibility of a state-
facilitated retirement program in Idaho, we built a model based 
on two existing studies. These two studies were done on behalf of 
Oregon in 2016 and Colorado in 2019 by the Center for 
Retirement Research (CRR) at Boston College. As part of this 
model’s development, we spoke with the researchers at CRR who 
completed these studies.  

Our model incorporates limited information from existing 
programs.  

Data sources 
In addition to the studies, we used data from the following 
sources: 

US Census Bureau, Current Population Survey, Annual Social 
and Economic (March) Supplement, 2019,  
https://data.census.gov/mdat/. 

US Census Bureau, Annual Social and Economic (March) 
Supplement, 2016 to 2019, accessed from IPUMS  
https://sda.cps.ipums.org/sdaweb/analysis/?
dataset=all_march_samples.  

Idaho Department of Labor, total number of private sector 
employers and employees for the first three quarters of 2019. 

Feasibility model 
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Boston College, Center for Retirement Research, 
“Participation and Pre-Retirement Withdrawals in Oregon’s 
Auto-IRA,” https://crr.bc.edu/working-papers/participation-
and-pre-retirement-withdrawals-in-oregons-auto-ira/. 

Program participation 
To estimate the number of participants in an auto-IRA program, 
we needed to determine the number of eligible employees and 
employers. We calculated the total number of employees who do 
not have access to retirement plans through their employer using 
data from the Census Bureau’s Current Population Survey and 
the Idaho Department of Labor.  

Employees without access to work-sponsored retirement plans 
were put into three groups according to employer size: under 10 
employees, 10–99 employees, and 100 or more employees. We 
calculated the number of employers who did not offer a 
retirement plan by dividing the number of employees in each 
employer-sized group by the average number of employees for 
each employer size.  

After determining the total number of employers and employees, 
we made the following assumptions to project a participation rate 
in an Idaho auto-IRA program: 

1. We estimated that 20 percent of employers not offering a 
retirement plan would elect to offer a plan through the 
private market, making them ineligible for the program. The 
20 percent reduction in eligible employers resulted in a 
corresponding 20 percent reduction in the number of eligible 
employees. We based our assumption on the assumption 
made in CRR’s report for Colorado in December 2019. 

2. Initial data from OregonSaves shows that anywhere between 
48 percent and 67 percent of eligible employees were 
participating in Oregon’s auto-IRA program. We calculated 
that Idaho would have a 57.5 percent participation rate.  

3. We assumed that the auto-IRA program would be rolled out 
over four years. In each year of the four-year roll-out, one-
quarter of initial participating employers registered for the 
auto-IRA program. Additionally, one-quarter of initial 
participating workers enrolled in the auto-IRA program each 
year for the first four years. After the four-year phase in 
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period, employer and worker participation in the program 
grew at the rate of new employer and worker growth within 
the state. 

Program revenue 
Program revenue is derived from a fixed asset management fee 
on all contributions and funds in the auto-IRA program. Our 
model used a fee of 100 basis points, or 1 percent. This fee would 
be levied as a percentage of all funds under management and 
equivalent to that charged by Oregon and contemplated by 
Colorado.  

We also modeled an alternative fee structure where an account 
would be charged a fixed dollar amount, $35 per year, for the 
first five years of the program before transitioning to an asset 
management fee. This alternative fee structure would prevent the 
program from accruing as much debt in the program’s first years.  

We made the following assumptions based on research done by 
CRR: 

85 percent of accounts would be active each year, meaning 
that workers are regularly paying into their IRA account. 

15 percent of accounts each year would become inactive, due 
to either unemployment or moving to an employer who does 
not participate in the auto-IRA program.  

Accounts active due to unemployment would reactivate the 
following year, while 4 percent of accounts inactive due to 
joining a nonparticipating employer would return to a 
participating employer.  

6 percent of accounts would close annually as a result of 
workers either retiring, moving out of the state, or closing an 
inactive account.  

We assumed that active workers save 5 percent of their after-tax 
income. We estimated income using census data, deriving an 
average income for workers who do not have a workplace 
retirement account. Income growth was assumed to be 2.8 
percent per year based on the average increase in Idaho from 
2016 to 2019 as reported by the Bureau of Labor Statistics. Based 
on data from the Idaho Department of Labor, we estimated that 
the workforce would grow at 1.8 percent per year. 
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We estimated that 20 percent of workers would withdraw an 
average of $1,000 from their account each year based on early 
results from OregonSaves.  

Revenue from the asset management fee is split among the 
program administrator, the state, and the investment manager. 
The program administrator, with the largest costs of operation, 
receives 75 percent of the asset management fee. The state 
receives 15 percent and the investment manager receives 10 
percent.  

Program cost 
Costs are incurred by both the program administrator and the 
state.  

Costs for the program administrator scale with the size of the 
auto-IRA program. The administrator incurs costs for processing 
new employers for enrollment in the program and managing 
active and inactive employee IRA accounts. We based our cost 
estimates on early results from OregonSaves, which incurred a 
one-time cost of $200 to enroll each employer and an annual 
cost of $35 for each IRA account.  

Using data from the Idaho Department of Labor, we estimated 
that about 50,000 businesses in Idaho lack a workplace 
retirement plan. We distributed the cost of enrolling existing 
businesses over four years. We also estimated that 2,016 new 
businesses would be created and enrolled each year, based on the 
Census Business Dynamics Statistics for Idaho, 1977–2018.  

State costs are fixed each year. The costs include outreach and 
communication to employers, program oversight, and 
community outreach and education. The estimated cost to Idaho 
is $400,000 a year.  

All dollar amounts in the model are adjusted for inflation at 2 
percent per year.  

Summary of default assumptions  

Employer participation 80% 

Employee participation 58.5% 

Employee contribution rate 5%, no annual increase 
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Rate of return 6% 

Asset management fee 100 basis points 

Revenue (Invest/State/Admin) 10%/15%/75% 

Start-up costs for state $400,000 

Ongoing costs $400,000 

Program rollout period 4 years 

Annual cost per account $35 

Cost to enroll employer $200 

Year 1 average IRA contribution $1,165.37 

Annual labor force growth 1.8% 

Inflation 2% per year 

The default assumptions reflect our best estimates. Given the 
small number of programs that have been implemented, we 
wanted to test a range of assumptions to reflect uncertainty. To 
do this, we tested optimistic and pessimistic scenarios for each of 
the assumptions. We also tested scenarios where the program 
was rolled out over a shorter time frame or a longer time frame. 
The optimistic scenarios have the program breaking even in 9 
rather than 12 years; the pessimistic scenarios have the program 
breaking even after 14 years.  

Results with default assumptions 
After year 6, annual revenue for the auto-IRA program would 
begin to surpass annual costs. As exhibit 7 shows, costs for 
administering the program are large for the first four years as 
existing employers register but level off in year five.  
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Exhibit 7 

After year 6, the program would bring in more 
revenue than it would cost each year. 

Source: OPE model using default assumptions.  
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Exhibit 8 

A state-operated automatic IRA would be revenue 
neutral in year 12. 
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After year 11, the state plan 
would be revenue neutral.  

Cumulative debt or surplus by year. Millions of dollars.  

As shown in exhibit 8, the program becomes revenue neutral in 
about 12 years. Program debt peaks in year 6 at $24.5 million.  

Source: OPE model using default assumptions. 
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The need for Idahoans to prepare for retirement cannot be 
understated. This issue touches many parts of Idaho’s 
workforce, economy, and public programs. 

—Brad Little, Governor 

Lack of preparedness for retirement leads to a lower 
quality of life for individuals. It also leads to a greater 
reliance on public ‘safety net’ programs. This increased 
reliance has been found to financially impact states.  

—Julie Ellsworth, State Treasurer 

Responses to the 
evaluation 
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