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MORE SMALL FIRMS TO OFFER 401(K)S? 
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Introduction 
The retirement plan coverage gap, which undermines 
the financial security of millions of U.S. workers, is 
driven by the lack of plans among small employers. 
Despite various efforts by policymakers across several 
decades to develop affordable and simple plans, many 
small businesses still overestimate the cost and ad-
ministrative burden required to offer a plan, perceiv-
ing adoption as out of reach. The question is whether 
professionals – such as accountants, lawyers, financial 
planners/advisors, etc. – can encourage more small 
firms to offer retirement plans. 

To answer this question, this brief – which is based 
on a recent study – reports on a survey of individuals 
who provide professional services to small businesses.1 

The goal of the survey was twofold: 1) to assess the 
providers’ knowledge of the cost and administrative 
burden of retirement plans; and 2) to identify strate-
gies that encourage plan adoption among small firms. 

The discussion proceeds as follows. The first 
section highlights the role that professional service 
providers play for small businesses. The second sec-
tion provides an overview of the survey participants. 
The third section reveals providers’ knowledge of the 
small business retirement plan ecosystem, costs, and 
plan options. The fourth section explores strategies 
that are more likely to lead to small business adoption 
of a retirement plan. 

By Anqi Chen* 

R E S E A R C H
RETIREMENT 

The final section concludes that service providers 
with higher plan adoption among clients are more 
aware of the low-cost, simple plans that are available. 
Such providers also frame retirement plans as a key 
recruitment and retention tool and take a hands-on 
approach to successfully guiding clients through the 
setup process. In addition, they are more likely to 
recommend specific plan options. The bottom line is 
that providers can help expand plan adoption among 
small businesses, but many of them overestimate 
the costs and burdens of offering a plan, potentially 
reinforcing small business misperceptions.  

Professional Service Providers 
for Small Firms 
At any given time, only about half of U.S. private 
sector workers participate in an employer-sponsored 
retirement plan – mostly because their employer 
doesn’t offer a plan – and few workers save without 
one. This coverage gap, which undermines the re-
tirement security of the nation’s workers, is driven by 
small employers.  

An earlier survey of small firms and retirement 
plans – jointly conducted by the Center for Retirement 
Research at Boston College, the Employee Benefit 
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Research Institute, and Greenwald Research – found 
that many firms overestimate the financial and time 
costs required to offer a plan, and that better aware-
ness of lower-cost plan options and tax credits could 
help move the needle on the coverage gap.2 Existing 
educational efforts, though, have had limited success.3 

One potential channel to help small employers 
overcome misperceptions is through professional 
service providers (i.e., accountants, lawyers, financial 
advisors, bankers, or HR consultants). According to a 
recent survey by Gusto, many small firms work with 
at least one of these providers (see Figure 1) and often 
build long-standing business relationships with them.4 

For most of the providers, employers with less 
than 25 employees account for about half their cli-
ents, and those with less than 50 employees constitute 
the bulk (see Figure 3). 

Source: Dehar (2025). 

Figure 1. Percentage of Small Businesses that 
Work with Various Service Providers, 2024 

These professionals are often viewed as trusted 
and knowledgeable sources and may be able to help 
guide small businesses on their financial decisions.5 

The 2025 Small Business 
Service Provider Survey 
The new survey was conducted between September 
and October 2025 and included 506 providers who 
have at least five clients that are small businesses and 
who might be involved with helping them set up a 
retirement plan.6 

The respondents covered several types of provid-
ers: 45 percent were accountants, 30 percent financial 
planners/advisors, 13 percent bankers, 11 percent 
lawyers, and the remaining small portion were HR or 
benefits consultants/providers (see Figure 2). 
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Source: 2025 Small Business Service Provider Survey. 

Figure 2. Sample of Small Business Professional 
Service Providers 
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Source: 2025 Small Business Service Provider Survey. 

Figure 3. Small Business Clients for Each Type of 
Service Provider, by Client Size  

Over half of service providers have worked with 
their small business clients for an average of 5 years 
or more, and over a third have done so for over 10 
years, indicating a relationship of trust. 

Among the service providers, the share of their 
small business clients that offer a retirement plan var-
ies widely (see Figure 4 on the next page). Seventeen 
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percent of providers report that virtually all (75 per-
cent or more) of their small business clients offer a 
retirement plan. At the other extreme, 16 percent say 
that less than a quarter of the small employers they 
work with have a plan.7 The remaining two-thirds of 
respondents fall in between. 

7 for plan adoption knowledge (7 = the highest) and 1 
to 12 for plan administration knowledge. The aver-
age scores, by service professional type, are shown 
in Figure 5. While most service providers are fairly 
knowledgeable about plan adoption, only financial 
planners got more than half of the plan administra-
tion questions correct. 
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Source: 2025 Small Business Service Provider Survey. 

Figure 4. Share of Small Business Clients that 
Offer a Retirement Plan 

Given the wide dispersion in the share of clients 
with a retirement plan, a key question is the extent to 
which providers with a large share of clients with plans 
differ from those with a small share, in terms of: 1) 
their knowledge of retirement plans; and 2) the strate-
gies they use to promote these plans to their clients. 

Knowledge of Plan Adoption 
and Administration 
Helping small businesses evaluate whether to offer 
a retirement plan and navigate the complexities 
of setup and administration requires considerable 
knowledge about plan options. While our sample of 
service professionals support small businesses with 
a wide range of  functions, most are not experts in 
retirement. 

That said, the survey included questions about two 
broad areas related to retirement plans: 1) plan adop-
tion (e.g., tax credits and match requirements); and 2) 
plan administration (e.g., the time and financial cost 
involved). Respondents were given a score from 1 to 
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Source: 2025 Small Business Service Provider Survey. 

Figure 5. Average Plan Adoption and 
Administration Knowledge, by Type of Service 
Provider 

Among the plan administration topics, respon-
dents were most likely to miss the question on invest-
ment selection. About 35 percent of them thought that 
an employer must always select and manage the in-
vestments in a plan lineup. In reality, employers never 
have to manage the investments, and many plans offer 
a pre-set lineup of investment options.   

In terms of whether matching contributions are 
mandatory, most service providers knew that employ-
ers do not have to offer a match, but 42 percent of 
bankers and 29 percent of accountants thought that 
matches are required (see Figure 6 on the next page). 
Even more concerning, one-quarter of bankers and 
one-fifth of accountants thought that only businesses 
with 50 employees or more could even offer a retire-
ment plan. 

In addition to misperceptions about eligibility and 
requirements of offering a retirement plan, service 
providers also have broader misperceptions about 
how much time and money it would cost for small 
businesses to operate a plan. A full 70 percent of 
providers thought that, after a plan has been set up, it 
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would still take several days to a week or more every 
month to manage a plan (see Figure 7). In fact, man-
aging a retirement plan should only take a few hours 
a year after it is initially set up.8 

These costs are also before any tax credits. In contrast, 
almost half of service providers overestimate the cost 
of offering a plan (see Figure 8). Over 40 percent 
believe it would cost more than $5,000 per year for a 
firm with 5 employees, and at least a third believe that 
it would cost over $10,000 for a firm with 25 employ-
ees.10 The shares of accountants, bankers, and lawyers 
who overestimate costs are much higher. 
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Source: 2025 Small Business Service Provider Survey. 

Figure 6. Responses to “Employers Have to 
Provide Matching Contributions If They Start a 
Retirement Plan,”by Type of Service Provider  
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Source: 2025 Small Business Service Provider Survey. 

Figure 7. Time Estimates for Monthly Retirement 
Plan Administration 

Not only do most service providers overestimate 
the time it takes to administer a plan, but many also 
overestimate the cost of offering a plan. Several 401(k) 
providers show options where annual employer costs 
would be less than $2,000 for a firm with 5 employees, 
and less than $3,000 for a firm with 25 employees.9 
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Source: Author’s calculations using 2025 Small Business 
Service Provider Survey. 

Figure 8. Estimates for How Much It Would Cost 
to Provide a Retirement Plan for 5 and 25 
Employees  

These time and cost misperceptions among service 
providers can really hinder their clients from starting 
a retirement plan. Thus, not only small employers 
themselves could benefit from better information on 
retirement plan options, but so could many of their 
providers – particularly bankers, accountants, and 
lawyers. 

Strategies that Encourage 
Retirement Plan Adoption 
While correcting misperceptions is an important 
step, it is only one part of the equation of expanding 
coverage. We also examined whether the specific 
strategies used by service providers – such as fram-
ing retirement plans as a hiring solution or offering 
more guidance to small employers – are successful 
in encouraging clients to offer a plan. Using a simple 
linear regression, it is possible to see whether specific 
strategies are associated with higher plan adoption.11 
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The strategy with the largest impact on plan 
adoption is framing retirement plans as a tactic for 
employee retention or recruitment (see Figure 9). 
Additionally, professionals who adopt a very hands-on 
approach and guide their clients through the entire 
process of plan setup tend to have more clients with 
a plan. Interestingly, successful service providers also 
tend to discuss certain types of plans with their clients 
(and not discuss others). Not surprisingly, providers 
with higher knowledge scores are also more likely to 
have a higher share of clients with a retirement plan 
– likely because they are aware of the many low-cost, 
low-burden plan options that exist. 

These results show that framing a retirement plan 
as a recruitment and retention tool, providing a high 
level of guidance, and focusing on certain types of 
plans may help encourage small employers to offer 
a plan. Additionally, improving knowledge of plan 
adoption and administration cost details among these 
service providers can also help.   

Conclusion 
Professional service providers for small employers are 
trusted partners in key business decisions and have 
the potential to play a meaningful role in closing the 
retirement coverage gap. Yet, many may unintention-
ally reinforce the same misperceptions about plan 
costs and administrative burden that deter employers 
from offering a plan. Improving service providers’ 
knowledge – particularly accountants, bankers, and 
lawyers – of the many plan options that limit employ-
er costs and responsibilities could help close the small 
business coverage gap. 

However, improving knowledge is just the first 
step. What distinguished the providers with a higher 
retirement plan adoption rate among their clients 
were two strategies: 1) they framed these plans as 
a tool for attracting and retaining employees; and 
2) they took a hands-on approach and guided their 
clients through the process of setting up a plan. 
Successful service providers also tended to steer their 
clients toward certain plans. 

The results suggest that improved knowledge and 
shifts in framing, as well as more involved guidance, 
can meaningfully influence whether a small business 
offers a retirement plan. 
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Notes: Only statistically significant factors are shown. For 
full regression results, see Appendix of Chen (2026). 
Source: Author’s calculations using 2025 Small Business 
Service Provider Survey. 

Figure 9. Strategies that Influence the Share of 
Small Employer Clients with a Retirement Plan 
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Endnotes 
1  Chen (2026). 

2  Chen (2024). 

3  Several government agencies, such as the Depart-
ment of Labor, Department of Treasury, and Small 
Business Administration, have conducted educational 
efforts but they have had little impact on coverage. 

4  Dehar (2025). 

5  Gusto’s survey includes non-financial service pro-
viders, such as IT consultants (see Dehar 2025). Our 
current study focuses on service providers who might 
be involved in a small firm’s financial decisions. 

6  Greenwald Research fielded the survey, which 
includes service professionals who advise small busi-
ness owners, as long as they discuss small business 
needs rather than just their personal financial needs. 

7  Financial planners/advisors were most likely to 
report that 75 percent or more of their small employer 
clients have a retirement plan while bankers were 
most likely to report that less than half of their small 
business clients have a plan. For a complete break-
down, see the full study (Chen 2026). 

8  Drobleyn (2023). 

9  For example, a Guideline 401(k) can be as low as 
$708/year for 5 employees and $1,668/year for 25 
employees. Similarly, Human Capital offers 401(k)s 
for $1,740/year and $2,940/year, respectively. One 
reason for the perceptions of high costs may be that 
the service providers mistakenly assume that small 
employers have to provide safe-harbor plans, which 
require employers to provide a matching contribution 
that is immediately fully vested. However, common 
small employer retirement plans – such as starter 
401(k)s, SEP or SIMPLE IRAs, and even PEPs – are 
not safe-harbor plans. 

10  Even for safe-harbor plans, the cost for providing 5 
employees with a 401(k) is roughly $10,000 before any 
tax credits and under $4,000 after tax credits. The cost 
for 25 employees is about $45,000 before tax credits 
and $19,000 after tax credits. These estimates assume 
average employee salaries of $60,000, average em-
ployee contributions of 3 percent with a 100-percent 
employer match, and a 100-percent participation rate. 
Given these unrealistically generous assumptions, 
about 20 percent of bankers and accountants and 
30 percent of lawyers still overestimated the cost or 
responded “don’t know.” 

11  The regressions controlled for retirement plan 
knowledge and other factors linked to higher adop-
tion rates, such as a service provider’s years of experi-
ence, having more small business clients, and being 
more likely to have clients in industries with higher 
retirement plan coverage (i.e., professional, technical, 
and scientific services). 
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