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Automatic Enrollment and Savings Plan 
Participation
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Michael JordanMichael Jordan

6  NBA h i 6x NBA champion
 5x NBA MVP
 14x NBA All-star
 2x Olympic gold medal
 USBWA college player 

of the year
 Naismith college player 

of the year
 John R. Wooden award
 Etc., etc., etc., ....



Why Does Automatic Enrollment Work 
So Well at Changing Outcomes?

 Reason 1: Most people want to save for retirement
 Perceived need to save Perceived need to save
 Financial reward through employer match
 T t i  th  fi i l t Trust in the financial system

 Reason 2: Automatic enrollment simplifies doing 
what most people want to do



How Well Do Financial Incentives Work in 
401(k) Plans?

S d  f 401(k) l     Study of 401(k) plans at  
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How Does the Match Matter?How Does the Match Matter?
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The Distribution of Contribution Rates at a Firm that Added
an Employer Match
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How Does the Match Matter?

Th Di ib i f I i i l C ib i R Fi h

How Does the Match Matter?
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Matching and Savings in IRAsMatching and Savings in IRAs

H&R Bl k S i   H&R Block Savings 
experiment
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Matching and Savings in IDAsMatching and Savings in IDAs

 Low income families interested in individual development accounts (IDAs) 
randomized into participation

 Match of 100% to 200% on contributions of up to $750/year for three  Match of 100% to 200% on contributions of up to $750/year for three 
years

Impact of IDA Participation Offer on Net Worth after Three Years

Source: Mills, Gale, Patterson, Engelhardt, Eriksen and Apolstolov (2008)



How Much Does the Match Matter When 
Employees are Automatically Enrolled?

Source: Beshears, Choi, Laibson and Madrian, 2010.



What If What is Easy and What People Want 
A  N  h  S ? A B d D f l  Are Not the Same?—A Bad Default 
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How Do We Make Doing What People 
Want Easy to Do?

Ch  th  d tChange the product
 Add a match
 Manage liquidity Manage liquidity
Change the context
 Build trust Build trust
Change the process
 Simplifyp y
 Reminders
 Commitment devices
 Decision tools
 Social Support



Simplifying 401(k) Enrollment and Savings 
Plan Participation
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Planning Aids and Savings Plan 
Participation

50% Savings plan 
enrollment intervention

45%
41%

40%

50%

oy
ee

s
ng

s 
Pl

an

 Control group: no 
special help

29%

22%

28%

20%

30%

n 
of

 E
m

pl
o

ng
 in

 S
av

i

 Treatment groups: one 
of two planning aid 

7%10%

Fr
ac

tio
n

Pa
rt

ic
ip

at
in

interventions
Outline steps to enroll

0%

30 days 
after hire

60 days 
after hire

P
 Time for each step
 Tips

No help
8-step Planning Aid
7-step Planning Aid

Source: Keller, Keller and Lusardi 
Planning aids 

12%-21% pp. increase 



Reminders and Savings OutcomesReminders and Savings Outcomes

S i  i  i   Savings experiments in 
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How and When to Use the Tools of 
Behavioral Economics

Wh i  h  j b  h d? What is the job at hand?
 Which tools might help?
 What are the constraints?
 Given the constraints, which tool, or set of tools, is best?
 Some jobs require more than one tool and cooperation


