
Employees are automatically enrolled.
If they don’t wish to participate, they must opt out.

Contributions are limited.
Contributions are limited to $7K per year (in 2025) and employer contributions are not
allowed.

Program fees are paid by employees.
Costs are covered by charging asset fees and quarterly fees to participants, which are
automatically removed from account assets. 

Participating employers take on tasks.
In many states, employers must keep rosters up to date, facilitate payroll deductions,
inform employees, and perform other day-to-day management tasks.

Investment options are limited.
Most states have a money market account, a suite of target-date funds and little else to
choose from.

Employers get no tax benefits.
Unlike other plan types, state IRA programs come with no tax credits or deductions.
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Many states have passed legislation that requires employers to offer retirement benefits to their teams.
States pair the legislation with a state-run Roth IRA option. Businesses aren’t required to use the state
IRA, but they do have to provide some kind of retirement plan.

When a business opts to use a state IRA program, employees are automatically enrolled into a Roth IRA.
These are not employer-sponsored plans with ERISA protections, but individual accounts that
employees pay for and own. Employers are involved only to facilitate payroll deduction. 

Here are important details that are common to almost all state IRA programs.

How does a state IRA program work?

Navigating State
Retirement Mandates
Compare your retirement options

01©2026 401GO. All rights reserved. V2606

https://401go.com/
https://401go.com/
https://401go.com/


Federal tax credits available to employers through
SECURE Act 2.0. do not apply to state IRA
programs.

Employees only have a Roth (post-tax)
contribution option under most state programs,
which isn’t the best fit for everyone.

Customer reviews cite confusion about how
plans operate, 

State programs have low star ratings and
are often slow to respond to customer
support requests.
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Over 60% of working Americans are now subject to state retirement mandates.
Many small business owners that were previously using a state-sponsored IRA are
moving to a 401(k) because they recognize the significant weakness in state plans.

60%

State-run IRA programs are NOT an employee benefit.

They are not well protected.

ERISA was created to ensure retirement plans
are administered fairly and in the best interest
of employees. State plans are not bound by
these regulations.

Some states do not protect IRAs from
bankruptcy creditors, so financial problems
could threaten retirement readiness.

The employer doesn’t pay for them.

Employees do not get a retirement benefit
provided by the employer. They only get an
individual account that is paid for by the
employee.

States remove their fees from account assets,
affecting the long-term ability of employees to
save.

While they are free to the employer, businesses
still pay with their time and attention. Employers
must:

Facilitate employee enrollment
Manage payroll contributions
Update employee information

     

The employer doesn’t sponsor them.

State plans offer none of the design flexibility
that make other retirement plans so powerful.
Employers can’t make contributions or tailor a
state IRA to the needs of their workforce.

Employers have no input on the investment
options of state programs, which are typically
very limited.

Employers have no fiduciary responsibility or
oversight of state programs to help ensure
proper running for their employees.

They have very limited tax advantages.They often have poor customer service.

Most state plans have limited payroll
integration options, reducing their
ability to automate work for employers.

State Mandate Pain Points
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Businesses that want to attract and retain top talent need a retirement plan that goes beyond
compliance. A 401(k) offers flexibility, control, and real value — for both employers and employees.

401(k) plans are a true employee benefit.
Unlike state-run IRAs, a 401(k) allows employers to contribute to their team’s future, strengthening
loyalty and satisfaction. Employees recognize and appreciate this benefit — it’s one of the top factors
in choosing where to work.

Employers control plan design.

With a 401(k), you decide eligibility
and vesting schedules, investment
lineup, employer matching amount
and which provider you will use. That
means you can tailor the plan to fit
your company’s goals and your
employees’ needs.

They have greater tax advantages.

Employers get federal tax credits to
offset startup and contribution costs.
Employees can choose between pre-
tax or post-tax (Roth) contributions.
And contributions grow tax-deferred,
helping everyone save more over
time.

Administration is easy with 401GO.

Our automated platform makes
managing your 401(k) easy and
affordable. 

Payroll integrations with
automatic contributions

Same-day setup, streamlined
onboarding and compliance
support

Financial wellness suite included
with every plan

We’re here when you need us.

We automate everything but
relationships, ensuring you get the
support you need.

Dedicated support for plan
sponsors

Best-in-industry live support
for employees
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With 401GO, businesses get the best of both worlds—
compliance made simple and a meaningful benefit that drives retention.

Why Choose a 401(k)
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STATE ROTH IRA 401(K)

$24,500/yr*

allowed

required

up to $16,500

Roth + traditional

yes

yes

diverse

$7,500/yr

not allowed

required

none

Roth only

no

none

few

Contribution limit (2026)

Employer contribution

Automatic enrollment

Federal tax benefits for new plan

Tax options for employees

Employer-sponsored qualified plan

Employer can set eligibility requirements

Investment options

15-minute setup

Automated management

Guided portfolio builder

Mobile app

Financial wellness tools

Highly-rated customer support

*Additional contributions available if age 50+
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$139
per month

$7 per participant
0.3% AUM fee

We automate everything but relationships.
No one wants customer service from a robot. A team of live agents
is available by phone, email or chat.

Explore Small
Business 401(k) Plans
Alternative to a state IRA program
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