
How well do your perceptions of your employees’ 
retirement prospects refl ect reality?

“Business decisions...are frequently based upon hope or fear, what others seem 
 to be doing, what senior leaders have done and believe has worked in the past, 
 and their dearly held idealogies—in short, on lots of things other than facts.”
               

Jeff ery Pfeff er and Robert I. Sutton
Hard Facts, Dangerous Half-Truths, & Total Nonsense

Retirement Readiness Assessment:
It’s more than data. It demonstrates the fi duciaries 
understand their employees’ progress (or lack thereof) 
towards a fi nancially secure retirement



Suggested contribution (%)

 All 30-39 50-59

all employees 12.0 7.6 28.8
participants 12.8 8.3 25.3
non-participants 11.3 6.7 32.5

The Retirement Readiness Assessment is part of our com-
prehensive Plan Utilization Analysis. It is designed from the 
perspective of the class action lawyer who is asking: Are the 
fi duciaries’ actions based upon hard evidence (the actual 
behavior of their employees) rather than fl imsy information 
and fl awed thinking about best practices”? 

The Retirement Readiness Assessment 
allows fi duciaries to ask the following 
questions in a quantitative manner:

Which aspects of plan design have fulfi lled our expecta-
tions and which haven’t?

How much value are our participants ge  ing for the fees 
they pay?

How many of our employees are “not on track” for a 
comfortable retirement, and what do the terms “on track” 
and “comfortable retirement” mean?

•

•

•

The Retirement Readiness Assessment enables 
fi duciaries to objectively judge how successful they and 
their recordkeeper have been at getting employees to 
embrace retirement planning.

Not on track (%)

 All 30-39 50-59

all employees 84.2 77.4 94.2
participants 69.6 60.7 90.7 
non-participants 98.2 98.2 98.0

Number of years nest egg 
is projected to last

 All 30-39 50-59

all employees  9 11 6
participants 16 9 10      
non-participants  2 2 3

What should our employees be contributingversus what 
they are?

•

“Th e best technologies will learn our preferences by observing us as we make several choices, 

8

84.2 77.4 94.2
69.6 60.7 90.7 
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Current contribution (%)

All 30-39 50-59

all employees 2.9 3.3 3.6
participants 6.0 5.9 7.0    
non-participants 0 0 0

2.9 3.3 3.6
6.0 5.9 7.0    

0

12.0 7.6 28.8
12.8 8.3 25.3
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CampaignManager™, Investment Horizons’ 
proprietary so  ware, creates the Plan Utilization Analy-
sis, including the Retirement Readiness Assessment. The 
so  ware can easily divide employees into a variety of 
groups based upon several characteristics, such as:

all participants at location (or division) “A” under 
40 years of age who are not contributing enough to 
receive the full match;

all eligible non-participants who were hired in the last 
two years;

all participants between 35 and 50 with salaries of 
$50,000 or more and who have less than 40% of their 
account invested in stock funds. 

•

•

•

The ability to segment employees 
into various groups is a “must” if the 
fi duciaries want to systematically change 
employee behavior.



rather than asking us in general what categories of stuff  we like and how much of it we want.”
Th omas H. Davenport  and John C.Beck, Th e Attention Economy

The Plan Utilization Analysis can also 
provide insights into how the various 
groups of participants are using the 
investment options.

The Plan Utilization Analysis captures the average 

number of funds used;

balance by asset class (fund type);

allocation by asset class (fund type).

•

•

•

Allocation by fund type (%)

 All 30-39 50-59

Target date 20.6 22.0 19.6

Other hybrid 7.6 9.1 5.7

Stock 44.7 35.8 53.9

Bond 22.0 25.6 8.7

Once problem areas are identifi ed,
CampaignManager™ can help you 
address them.

Our so  ware capabilities can help you in at least three ways.

If you make plan design changes, periodic updates of the 
Plan Utilization Analysis will show if the desired e  ects 
are occurring.

CampaignManager™  enables you to target your various 
employee segments with di  erent messages and then as-
sess the e  ectiveness of each communication piece on the 
employee group that received it. 

You can use any of our many “o  -the-shelf” communica-
tion pieces or we can create ones that meet your specifi c 
needs.

•

•

•

The three Case Studies shown on the next page
illustrate the e  ectivness of Investment Horizons’ 
Targeted Personalized Communications.

Employee Group

Retirement income shortfall projection
Include employees who are projected to have a 

shortfall as well as those who are on track

Include only employees with projected shortfall

Include only employees who are on track

Age Range

Do not limit the group based on age

Include only those between ages of                 

               and           30  49

Location

Do not limit the group based on location

Include only this location:                            

The Group Defi nition Screen (represented below) makes 
segmenting easy. You simply check the appropriate char-
acteristic and fi ll in the blanks (if necessary).



The sponsor wanted to 
encourage participants to 
increase their contribu-
tions to at least an amount 
that would qualify them 
for the full employer 
match. A customized 
personalized report was 
mailed to the homes of 
almost 600 participants. 
The sponsor chose not to 

include a cover le  er.
The results were impressive: 14.5% of the targeted par-
ticipants increased their contributions 2.4%.

The Ones That Got Away
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Growth of missed matches

John, ABCO helps you achieve financial indepen-
dence by matching your 401(k) contributions (up to 
6% of pay). Unfortunately, you are not taking full 
advantage of the match since your contribution rate 
is only 2%.

The price you have already paid for leaving money on 
the table is shown on the chart at the right. If you 
had contributed enough during the past 5 years to 
qualify for the full match, and assuming this “free” 
money grew at just 6%, you would have had $6,654 
dollars more in your 401(k) account (not including 
your contributions). 

If you don’t increase your 401(k) contributions now, 
you will be shortchanging yourself of much more 
money (see next chart). If ABCO maintains its base 
match at the same level for the next 30 years 
(although there is no guarantee of this), this chart 
shows how much money you will have lost by not 
taking advantage of the match (based on the assump-
tions beneath the chart).

Don’t let your employer’s 
matches get away!!

Reel in the company dollars you’re entitled 
to by raising your 401(k) deferral to 6% 
today. Call your plan’s administrator at 
1-800-555-1212 or go to the website, 
www.theplanwebsite.com.

Growth of possible additional matches

2005 2015 2025 2035
$0

$20,000

$40,000

$60,000

$80,000

Salary $30,000 Future salary growth rate 3%

Assumptions

Although this report is based on information about you provided by your plan, it is only preliminary in nature and should not be treated or interpreted as an exhaustive, comprehensive 
analysis of your total financial situation. In addition, all the assumptions used in this report are for illustrative purposes only and are not guaranteed. You should not consider them 
predictive of the future. It is up to you to periodically review where you are along the road to retirement. You might find that you have more or less money than you had anticipated. 
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Caution
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Assumptions

Current age

Current balance

Current salary

Salary growth rate

Replacement ratio

35

$5,000

$35,000

3%

80%

$37,330

2%

25 years

Inflation rate 3%

8%

6%

John Doe December 30, 2004Copyright © 2001-2004, Investment Horizons, Inc.

Projected retirement income making your current contribution*

You may run out of money during retirement!

Projected account balance at retirement: $281,208

$140,000

$112,000

$84,000

$56,000

$28,000

$0

Years in Retirement

1 3 5 7 9 11 13 15 17 19 21 23 25

Retirement Account Withdrawals

Social Security

Projected account balance at retirement: $621,777

$140,000

$112,000

$84,000

$56,000

$28,000

$0

Years in Retirement

1 3 5 7 9 11 13 15 17 19 21 23 25

Retirement Account Withdrawals

Social Security

*

Retirement age 65

Employer match

50% on next 2% of pay

Your contribution

Employer contribution

2.0%

2.0%

5.9%

4.0%

Projected retirement income making the suggested contribution*

Projected balance 25 years later: $0

Projected balance 25 years later: $12,925

100% on first 3% of pay

Total contribution 4.0%

Your contribution

Employer contribution

Total contribution 9.9%

John, using the assumptions at the bottom of the page, if you continue making your current 401(k)
contribution of 2.0%, you will run out of money during retirement.

Avoid running out of money. Increase your contribution to 5.9%.

Social Security
benefit at retirement

Annual increase in
Social Security benefit

Post-retirement
life expectancy

Pre-retirement
investment return

Post-retirement
investment return

Given the assumptions below, you are projected to need $67,963 of income in your first year of retirement. Social Security is projected to cover
$37,330 of this amount. Thus, it is projected that you will need to withdraw $30,633 from your nest-egg in your first year of retirement. In subsequent
years, you will need to increase your withdrawals to keep up with inflation.

As the top chart shows, at your current contribution rate, your nest-egg is projected to be consumed after 10 years of retirement. If you increase
your contributions as shown, however, your nest-egg is projected to last for your entire life expectancy (as the bottom chart shows).

Although this report is based on information about you provided by your plan, it is only preliminary in nature and should not be treated or interpreted as an exhaustive, 
comprehensive analysis of your total financial situation. In addition, the investment returns, employer contributions, and other assumptions used in this report are for illustrative 
purposes only and are not predictive of the future. None of the assumptions used in this report are guaranteed. You should periodically review your progress. You might find that 
you have more or less money than you had anticipated.

  Case Study I
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The sponsor wanted to 
encourage non-participants 
to enroll in the 401(k) plan 
and urge low contributors 
to     increase their contri-
butions.
To accomplish its goals, the 
sponsor decided to give 
each employee a personal-
ized “o  -the-shelf” gap 
analysis. One version of

the report had wording cra  ed for non-participants 
while  the other one targeted low contributors. 
13.3% of their 435 non-participants joined the plan, with 
an average initial contribution of 7.7%, and 12.3% of the 
342 low contributors increased their contributions by an 
average of 4.9%.

The sponsor wanted to increase 
enrollment at several locations. A 
four-page fold-out was mailed to 
the employees’ homes. A wealth ac-
cumulation report was on the front 
cover and sponsor-provided material 
was on the inside pages. 
Nearly 10% of the almost 1,300 
targeted employees enrolled in the  
401(k) plan. Their average contribu-
tion was 6.6%.

Don’t let your dreams 
of financial
fall apart!

Ron, the ABCO 401(k) plan is the best tool 
you have for making sure that your dreams 
of a financially secure future come true.

For every dollar you save (up to 6% of pay), 
ABCO will contribute 50 cents. In addi-
tion, if the Company meets its performance 
goals, an additional variable match may also 
be made. For every dollar an employee 
contributed to the 401(k) plan since 1990, 
ABCO matched that dollar with 75 cents 
on average.

The chart at the right shows how much you 
may accumulate by age 65 if you start now. 
It also shows how much less you will have if 
you wait 5 or 10 years to begin. Please keep 
in mind that your account’s growth will be 
determined by the actual performance of 
the investment funds.

Account Balance at Age 65 Starting
in 10 years

Starting 
in 5 years

Starting now

Why you should join the 401(k) plan today
The chart below shows the power of a long-term investment program 
and the reason to start sooner rather than later.

16%14%12%10%8%6%5%4%3%2%

Contribution Rate

Current Base Salary    $30,000         Investment Return    7% Yearly Raise    3%
Employer Match  75% on first 6% of pay

Assumptions

indepen dence
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Start building your retirement dreams today. Sign up at http://www.plansite.com
or by calling the 401(k) Service Center at 1-800-992-2185.  

ABCO, Inc.

Dear Ron, December 31, 2005

You’ve just read about the benefi ts of the 401(k) plan.  You can’t get these benefi ts, how-

ever, until you’re a participant in the plan.  Joining is easy; just follow the steps below.  

Help is always available if you need it. 

1. Decide how much you want to contribute  —from 1% to 30% of your pay.

2. Determine where you’d like your contributions invested, in increments of 1%. 

• The Targeted Retirement Portfolios are offered to make this initial decision easy. Put-

ting all of your account in just one of these funds is an effective way to invest and gain a 

broadly diversifi ed, well-balanced portfolio. All you have to do is select the one whose 

name includes the year closest to your anticipated retirement date.

• Detailed Fund Fact Sheets and fund performance information for all of the investment op-

tions are available online or from the Service Center. 

3. Go to www.plansite.com or call the 401(k) Service Center at 1-800-992-2185 to enroll  or to 

 request any information you may need.

4. If you need help enrolling, please see Jenny McGrath in the HR offi ce.  She will be happy to 

 help you enroll.

Automatic deductions…matching contributions…tax advantages…investment options—

these advantages make the ABCO 401(k) Savings Plans one of the best ways to save for 

your long-term fi nancial future.  

I encourage you to enroll today.

Sincerely,

Marvin Hundleston

Director of Benefi ts

ABCO, Inc.

The Targeted Retirement Portfolios are a great 
tool for those participants who want to leave 
their investment decisions up to a professional.

The portfolios’ managers assume that the partici-
pants who are investing in one of these portfolios 
are going to retire in or around the year men-
tioned in the portfolio’s name. They also assume 
that all your retirement assets are invested in the 
portfolio and that funding for retirement is the 
portfolio’s sole goal. The managers also assume 
that assets other than this portfolio will be used 
for emergencies or funding a child’s education.

One of the principal advantages of using these 
funds is that their managers do all the work for 
you. Not only do they decide on the asset alloca-
tion (how much is invested in stocks and bonds), 
but they change that mix over time. The portfo-
lio’s target date (the approximate time you wish 
to retire) determines how much of the fund will 

be in stock. The longer the target date extends 
into the future, the greater will be the amount of 
stock in the fund.

The allocations of three of the available Targeted 
Retirement Portfolios (2010, 2025, and 2040) 
demonstrate this. If you plan on retiring around 
2010, 45 percent of the 2010 Portfolio is invested 
in stock. If you won’t retire for about another 35 
years, about 85% of the 2040 Portfolio will be 
invested in stock. If you select the 2025 Portfolio, 
70 percent of your account will be in stock.

If at any time you wish to assume responsibility 
for investing your contributions, you can use the 
plan’s other investment options. For information 
about these options, contact the Service Center 

(1-800-992-2185) or go to the plan’s website, 
www.plansite.com.

Introducing XYZ Investments’ 
Targeted Retirement Portfolios—Sensible investing made easy

Domestic Equity

International Equity

Investment-Grade Fixed Income

High Yield Fixed Income

Short-Term

10%

5%

15%

70%

8%

19%

11%
62%

10%

5%

40%

5%

40%

2040 Portfolio
(Retirement Date 2038-2040)

2025 Portfolio
(Retirement Date 2023-2027)

2010 Portfolio
(Retirement Date 2008-2012)

Case Study III

   Case Study II

River Park Commons                 
2403 Sidney Street, Suite 240 
Pi  sburgh, PA  15203

412-261-5510

412-261-5932 FAX
www.investmenthorizons.com

Targeted Personalized Communications


