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2008 401(k) Benchmarking Survey

Executive Summary
Employers are anxious about the looming demographic tidal wave
of a shrinking labor force. In fact, a recent Deloitte sponsored Survey
on total rewards trends has revealed that, for the first time, more
employers today worry most about how to confront the enormous
challenge these issues will pose – attracting and retaining qualified
workers – than about the ever-rising cost of compensation and
benefits.1
The same research also points to a growing faith that harnessing
employee “consumerism” in the realm of total rewards (including
401(k) plans), with appropriate customization for differing generationbased worker perceptions, preferences, and communication styles,
holds great promise in helping employers meet their strategic human
resource objectives.

Mindful of future recruiting and retention
challenges, employers are enhancing,
fine-tuning their 401(k) plans.
Fresh research points to a sharp drop – from an already disappointingly
low base – in American workers’ confidence in their future ability
to afford a comfortable retirement.2 For example, less than one
fifth (18%) of workers surveyed for the Employee Benefit Research
Institute’s (EBRI) “Retirement Confidence” poll in the 25 to 34 age
bracket – those whose retention will be critical to employers in the
years ahead as Baby Boomers retire from the workforce in droves –
report they are “very confident” they will have enough money for
retirement. Only one year ago, EBRI’s workforce poll indicated that
nearly one-third (31%) of that group expressed a similar level of faith.
Employers themselves share that pessimistic perspective, as the
Deloitte Survey data included in this report shows, with fewer than
one in five believing “most” employees will be financially prepared for
retirement. Also, many workers’ concerns about retirement may be
overshadowed by such immediate concerns as “making ends meet”
and the cost of health care insurance.3 These issues leave financial
readiness on the minds of employees, plan sponsors, and their
providers.

Against this challenging backdrop, employers are diligently
seeking better ways to leverage their investment in 401(k) plans
to attract, motivate, and retain workers. They are doing so with a
relatively consistent set of beliefs about the key elements of plan
“effectiveness.” Yet employers also are expressing some doubts and
disappointments with their 401(k) plans as they experiment with
designs and policies to achieve their business goals – sentiments that
point to the need for additional fine-tuning, or perhaps in some cases,
even a radical overhaul.

Employers are diligently seeking better ways
to leverage their investment in 401(k) plans
to attract, motivate, and retain workers.
These general observations are drawn from the 2008 Survey
conducted since 2000 by Deloitte and in recent collaboration with the
International Foundation of Employee Benefit Plans and its affiliated
International Society of Certified Employee Benefit Specialists. The
Survey data reflects 2007 and early 2008 401(k) plan activity, as
well as in some cases, anticipated changes that plan sponsors are
considering. This comprehensive poll offers both an “into the weeds,”
highly detailed examination of 401(k) policies and practices, as well
as a more strategic perspective on plan sponsors’ and participants’
struggles to get the most mileage out of these powerful retirement
savings vehicles.
A new consumerism
It can be said that 401(k) plans were the original “consumer-driven”
employee benefit, long before that phrase was applied to highdeductible health care plans. While 401(k)s originally were built upon
the assumption that employees would, with limited coaching, make
appropriate decisions about how much income to defer in a 401(k)
and how to invest it, employers’ thinking has evolved considerably
since then.

1 2008 Top Five Total Rewards Priorities Survey, jointly sponsored by Deloitte Consulting LLP and the International Society of Certified Employee Benefit Specialists.
2 2008 Retirement Confidence Survey, conducted by the Employee Benefit Research Institute and Matthew Greenwald Associates.
3 Ibid.

As used in this document, “Deloitte” means Deloitte LLP and its subsidiaries. Please see www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte LLP and its
subsidiaries.
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That shift is vividly demonstrated in this year’s Survey by the growth
of auto-enrollment features, in which employees default into plan
participation. In particular, 42% of the employers surveyed now
have an auto-enrollment feature – nearly double from the last Survey
(23%).4 And 26% of this year’s Survey respondents reported they are
considering adding an auto-enrollment feature – perhaps with some
knowledge of the high (96%) satisfaction rate expressed by employers
who have made the switch to auto-enrollment.
The Survey also documented a big jump in employers using
“easy enrollment” systems, such as a postcard or similarly simple
authorization form provided to nonparticipants which improves the
ease with which employees can enroll and participate. Specifically,
15% of respondents reported using such systems, up from 11%
documented in the last Survey.

The shift away from a hands-off policy is
vividly demonstrated in employers’ embrace
of 401(k) auto-enrollment features.
The push and the pull
In keeping with the pattern of employers’ growing willingness to
prod employees to increase their retirement savings, this year’s Survey
suggests companies may be ratcheting up the default deferral rate for
auto-enrollment plans. For example, two-thirds (68%) reported using
3% for the default contribution rate, versus 53% in the last Survey. In
addition, only 16% of companies reported using a default percentage
of 2% or less, versus 26% in the last Survey.

The pattern is perhaps most evident in the area of service
requirements. In this year’s Survey, for the first time, the majority
(albeit razor thin – 51%) reported making employees eligible for plan
participation immediately upon hire. That percentage has grown
steadily over the years; in 2000, only 34% of employers reported
having no service requirements.5

This year a majority of surveyed employers
make employees eligible for 401(k)
participation immediately upon being hired.
A similar trend is evident in the easing of service requirements for
eligibility for employer contributions. In 2002, for example, only 26%
of employers rendered employees immediately eligible; the percentage
has now climbed to 48%.6
Spurring action
Just as plan sponsors are pushing and pulling employees to improve
plan participation via plan design, they are also exploiting the everincreasing power of information technology to spur action. At the
most basic level, Internet access has achieved nearly universal (99%)
status as a tool for employees to access plan information. Pre-Internet
technologies, such as Interactive Voice Response (IVR) systems, are still
widely available (77%).

Along similar lines, step-up provisions that automatically increase
deferral percentages on the participants’ behalf were reported by a
healthy 35% of Survey respondents, nearly double the 18% reported
last year.
And even as employers are “pushing” 401(k) “consumers” to save or
invest aggressively for retirement, they continue to try to “pull” them
into such behavior by lowering barriers to full participation created by
plan design. In particular, 12% of Survey respondents reported easing
restrictions to participation in one way or another, versus only 1%
stating they had made their plans more restrictive.

4 Annual 401(k) Benchmarking Survey: 2005/2006 Edition, jointly sponsored by Deloitte Consulting LLP and the International Foundation of Employee
Benefit Plans and the International Society of Certified Employee Benefit Specialists (ISCEBS). All references to “last Survey” in report refer to the 2005/2006 Survey edition.
5 2000 Annual 401(k) Benchmarking Survey, sponsored by Deloitte & Touche LLP.
6 2002 Annual 401(k) Benchmarking Survey, jointly sponsored by Deloitte & Touche LLP and Pensions and Investments.
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Evidence that plan sponsors are satisfied with the quality of vendors’
participant communication services suggests that increasingly
sophisticated Internet and other tools and methodologies are helping
employers achieve their goals in connecting with plan participants.
This year, the average satisfaction score in this area was 3.9 on a 1 to
5 scale, versus 2.78 in 2000, the first year the Survey was conducted.
Sophisticated Internet sites and other tools and methodologies, which
should only improve with time, seem to be meeting employers’ goals
in getting through to plan participants.

Increasingly sophisticated Internet-based
tools are helping employers achieve
their communication goals.
The burden of communicating effectively with plan participants may
have been lightened not only by the increasing sophistication of
information technology, but by the less complicated message that
is now being delivered by many plans with respect to investment
choices:
• The increasing popularity of “lifecycle” funds (with portfolios aimed
at different age brackets, based upon a projected retirement date),
leaps out from this year’s Survey. These funds allow participants
to delegate the asset allocation and rebalancing decisions to
fund professionals, and provide a method of decreasing risk as
participants near retirement.
• 57% of this year’s Survey respondents offer lifecycle funds. In
2004, only 28% of employers surveyed offered time-based lifecycle
funds.7 And in this year’s Survey, another 10% reported they are
considering adding such a fund in the future.
• The growth in the popularity of time-based lifecycle funds may have
come at the expense of risk-based lifestyle funds. This year’s Survey
shows 20% offering risk-based lifestyle funds, down sharply from
31% in the last Survey.

Curiously, given employers’ long term worries about worker retention
in the face of impending demographic shifts, “employee appreciation”
ranked third, behind investment performance. This would indicate
that poor investment performance would undermine employee
appreciation of even the most generous or well-administered plans.
Few (8%) employers identified “cost effectiveness” as their “primary
indicator” of plan success; the average ranking for this criterion left
“cost effectiveness” as fourth out of five success indicators, followed
by “easy accessibility/technology.”
If cost is not a primary concern, then what are the principal
impediments to 401(k) plan success? The Survey choice most
often selected as the biggest obstacle was “a lack of employee
understanding,” a logical response for employers that rank
participation as the most critical success factor. It suggests the view
that employees who grasp the value of the 401(k) and its importance
to their future financial security will act on that understanding by
participating and fully exploiting its features.

Few employers identified “cost effectiveness”
as their primary indicator of plan “success.”
The second most commonly chosen impediment to plan success was
“ineffective employee communications,” perhaps the flip side of the
same coin.
Combating confusion
When asked to rank, based on feedback they have received, which
aspects of their 401(k) plans were most confusing to employees,
employers overwhelmingly (81%) identified “where to invest/which
funds to use.” The next most frequently identified source of employee
confusion was “how much to save for retirement,” chosen by 55% of
Survey respondents.

Measuring “success”
What is the biggest payoff employers are most hoping for with
all of their tinkering and substantive changes to their 401(k) plans?
This year, as in the last two, the Survey’s top indicator of a plan’s
“success” in the eyes of plan sponsors is participation rates.

7 2004 Annual 401(k) Benchmarking Survey, jointly sponsored by Deloitte Consulting LLP and Pensions and Investments.
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This is perhaps not surprising, given the range of options participants
face, and the importance of making the right choice, in contrast to,
for example, more mechanical aspects of the plan, such as enrollment
or fund transfer procedures.
In their assessments of their principal obstacles to 401(k) plan
effectiveness, employers appear to be least concerned about “lack of
provider support,” investment performance, or employee turnover.
The low rating of “employee turnover” may indicate that while
employers are worried about employee recruitment and retention
as a long term organizational issue, they are not making the link to
employee turnover today in the context of 401(k) plan operations.
Add it all up, and where do 401(k) sponsors stand?

Employees are most confused about
how to allocate their 401(k) investments.
Participation plateau
Average participation rates have been on a plateau in recent years,
averaging 76% this year, inching up slightly from 75% in the last
Survey (i.e., a statistical dead heat).
Meanwhile, the average deferral percentage (ADP) for nonhighly
compensated employees (NHCEs) stands at 5.69% – a generally
respectable rate – at least for younger plan participants with decades
of employment ahead of them. The trend appears to be positive: in
the last Survey, the proportion of NHCEs contributing 6% or more of
their compensation was 33%, a proportion that reached 36% in this
year’s Survey.

Plan sponsors themselves report in overwhelming numbers that they
consider their 401(k)s as an effective recruiting tool that also assists
them in retaining existing employees:
• The majority (53%) of Survey respondents actually consider their
plans “as competitive” as those of their peers, and
• More than one-third (34%) consider their plans “more
competitive.”
Yet employers appear to share the gloomy assessment of employees
recorded in the Retirement Confidence Survey about workers’
prospects for a financially secure retirement.8 To wit, only 18%
of employers polled in this year’s Survey believe “most” of their
employees are “saving adequately” for retirement. An almost equal
number (17%) believe that “very few” are saving adequately, while
the remaining 65% chose a middle-of-the-road response indicating
“some” employees are saving adequately.

Plan sponsors in overwhelming numbers
consider their 401(k)s as an effective
recruiting tool that also assists them in
retaining existing employees.
It is clear from the Survey, however, that employers have not thrown
in the towel. On the one hand, they believe some of the burden
of turning the situation around must be borne by plan vendors.
Employers’ top desire for vendors, according to this year’s Survey, is
that they improve the 401(k) “participant experience.”
On the other hand, employers also are demonstrating by their
recent actions – including their embrace of auto-enrollment,
growing acceptance of contribution rate step-up provisions and
continuing easing of administrative barriers to participation – that
they are prepared to take decisive “pro-consumer” steps to improve
employees’ long term financial outlook. By doing so, they are
ultimately enhancing their own prospects for overcoming expected
challenges in meeting their own long term employee recruitment and
retention requirements.

8 2008 Retirement Confidence Survey, conducted by the Employee Benefit Research Institute and Matthew Greenwald Associates.

4

2008 401(k) Benchmarking Survey

Demographics
A total of 436 employers participated in this year’s Survey.
Respondents were, on balance, evenly distributed geographically,
by size, industry, and ownership status (publicly or privately held).
The largest segments of the Survey respondents were employers based
in the Midwest (35%), with 1,001 to 5,000 employees (33%).

Exhibit 1. Survey respondents by region

17%
24%

The average 401(k) participant age for Survey respondents was heavily
weighted towards middle age, with 62% of Survey respondents
reporting average participants in the 41 to 50 age bracket. Employers
with a relatively high proportion of employees old enough to be
looking ahead to retirement may have a heightened sensitivity to
employee needs and desires with respect to 401(k) plan design and
administrative features.
35%

Respondents completed the Survey online in late 2007/early 2008.
The Survey offers a detailed snapshot of the policies, features,
objectives, and expectations of the hundreds of diverse employers
providing data, although results cannot be projected to the entire
population of U.S. employers.

24%

West (74)
Midwest (152)
Northeast (107)
South (103)

Exhibit 2. Survey respondents by industry
Number

Percent

Technology/Media/Telecommunications (TMT)

93

21%

Manufacturing

81

19%

Financial Services

77

18%

Other Services (Professional & Non-Professional)

66

15%

Wholesale/Retail

37

8%

Health Care

26

6%

All Other

56

13%

Total

436

100%
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Demographics (continued)
Exhibit 5. What is the average age of your participating group?

Exhibit 3. Survey respondents by ownership structure

Number
11

3%

31-40 years

131

33%

41-50 years

249

62%

51+ years
Total

46%

Percent

<30 years

8

2%

399

100%

Note: Average age of the participating group was 42.

54%

Exhibit 6. What is the average service of your participating group?
Number

Privately held
Publicly held

101

27%

6-10 years

143

38%
24%

11-15 years

88

16-20 years

30

8%

21-25 years

7

2%

26+ years

2

1%

371

100%

Total
Exhibit 4. Survey respondents by number of employees

6

Note: Average service of the participating group was 9 years.

Number

Percent

1-100 employees

45

11%

101-500 employees

81

19%

501-1,000 employees

44

10%

1,001-5,000 employees

140

33%

5,001-10,000 employees

34

8%

10,001+ employees

83

19%

Total

427

100%

Percent

1-5 years
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Eligibility and Enrollment
The 2008 Survey shows that more significant changes were apparent
in efforts to boost participation rates. For example, 12% of Survey
respondents reported they had made their eligibility requirements less
restrictive. A prime example of such a change may be auto-enrollment
provisions. The proportion of Survey respondents with auto-enrollment
in place nearly doubled this year, to 42%, from 23% in the last Survey.

Exhibit 9. What is your plan’s participation rate?
Participation Rate
0%-10%

2%

11%-20%
21%-30%

In addition, some employers are getting more aggressive with the
default deferral rate under their auto-enrollment plans; two-thirds
reported using a 3% default rate, versus only 53% in the last Survey.
Similarly, the proportion with a default rate of 2% or less dropped
from 26% to 16%. Also, the Survey reveals a growing popularity for
target-date funds as the default investment vehicle, at the expense of
traditional principal preservation funds.

2%
1%

31%-40%

2%

41%-50%

4%

51%-60%

7%

61%-70%

11%

71%-80%

20%

81%-90%

25%

91%-100%
0%

26%
5%

10%

15%

20%

25%

30%

Percentage of Respondents
Exhibit 7. How many employees are eligible to participate in your plan?
Number

Percent

1-100 employees

47

11%

101-500 employees

87

21%

501-1,000 employees

46

11%

1,001-5,000 employees

138

33%

Note: Average participation rate equals 76%.

Exhibit 10. What is the total number of participant accounts in your plan
(including active and terminated employees)?
Number

Percent

5,001-10,000 employees

39

9%

1-100 employees

45

12%

10,001+ employees

64

15%

101-500 employees

71

19%

Total

421

100%

501-1,000 employees

38

10%

1,001-5,000 employees

121

33%

5,001-10,000 employees

36

10%

10,001+ employees

57

16%

Total

368

100%

Exhibit 8. How many of your eligible employees actually participate in your plan?
Number

Percent

1-100 employees

56

14%

101-500 employees

93

23%

501-1,000 employees

52

13%

1,001-5,000 employees

129

32%

Number

Percent

5,001-10,000 employees

34

8%

Less than $5 million

14

4%

10,001+ employees

40

10%

$5-10 million

24

7%

Total

404

100%

$10,000,001-25 million

18

5%

$25,000,001-50 million

91

26%

$50,000,001-100 million

44

13%

$100,000,001-500 million

92

26%

$500,000,001-1 billion

23

7%

Exhibit 11. What are the total plan assets in your plan?

Over $1 billion

41

12%

Total

347

100%
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Eligibility and Enrollment (continued)
Exhibit 12. What is the total number of investment options in your plan?

Exhibit 15. What is the minimum age requirement for plan entry?

Number

Percent

<10 funds

54

13%

11 funds

30

7%

12 funds

39

10%

13 funds

30

7%

14 funds

35

9%

15 funds

35

9%

16 funds

25

6%

35%

46%

17 funds

25

6%

18 funds

20

5%

19 funds

16

4%

20+ funds

97

24%

None

406

100%

Less than 21 years

Total

19%

21 years

Note: Average number of funds was 17.

Exhibit 13. Please indicate your primary provider for administration services.
Fidelity

26%

Vanguard

7%

Merrill Lynch

6%

Principal

5%

T. Rowe Price

5%

Hewitt

4%

Prudential

4%

CitiStreet

3%

Mass Mutual

3%

Wells Fargo

3%

Schwab

2%

Diversified

2%

JPMorgan

2%

Note: We only listed the 13 most frequently cited providers.

Exhibit 16. Have you changed your eligibility requirements in the past year?

12%
1%
4%

83%

No
No, but considering a change
Yes, made them more restrictive

Exhibit 14. What are the service requirements for plan entry?

Yes, made them less restrictive

10%
8%

51%

31%
Immediate
0 to 3 months
4 to 6 months
1 year
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Eligibility and Enrollment (continued)
Auto-Enrollment
Auto-enrollment provisions, originally focused primarily at new hires,
are increasingly being used for the entire employee population – and
with positive results. A full 82% of Survey respondents reported that
auto-enrollment had increased participation rates, leading to a very
high (96%) satisfaction rate with auto-enrollment. Meanwhile, “easy
enrollment” programs (which employ a simple post card or similar
authorization form to induce nonparticipants to begin participating),
while not as popular as auto-enrollment programs, are still growing. In
this year’s Survey, 15% of employers use easy enrollment programs, up
from 11% in the last Survey. But an additional 13% reported they are
considering offering easy enrollment.

Exhibit 18. What is the default deferral percentage for auto-enrollment?

7%

16%

4%
5%

Exhibit 17. Does your plan contain an auto-enrollment feature?
68%
2% or less
3%
4%
32%

5%
6% or more

42%

Exhibit 19. What is the default investment election for auto-enrollment?

26%
No, never had it

Principal preservation (stable value, money market, etc.)

8%

Balanced fund

15%

Lifestyle fund (risk based)

9%

Lifecycle target (retirement date fund)

63%

Other

5%

Total

100%

No, but considering it
Yes
Exhibit 20. Have you considered a change to the default investment election based
on the recent regulations regarding qualified default investment alternatives?

39%

61%

Yes
No
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Eligibility and Enrollment (continued)
Exhibit 21. How much time do you allow for eligible employees to opt-out/cancel
auto-enrollment?
Less than 30 days

14%

30-59 days

57%

60-89 days

18%

90 days or more

11%

Total

100%

Note: Average percent of employees to opt out of automatic enrollment was 6.74%;
median was 3.00%.

Exhibit 22. When you implemented auto-enrollment, which population was targeted?
New hires only

66%

Entire population

30%

Other

4%

Total

100%

Exhibit 25. How has auto-enrollment impacted your nondiscrimination test results?
Too soon to tell

50%

Improved test results

25%

No change to test results

25%

Total

100%

Exhibit 26. What was your primary motivation for adding auto-enrollment?
Encourage retirement savings

49%

Increase overall participation

29%

Improve nondiscrimination test results

22%

Total

100%

Exhibit 27. Are you satisfied with auto-enrollment?
4%

Exhibit 23. During re-enrollment, approximately what percentage of participants:
Remain at the same deferral percentage

75%

Increase their deferral percentage

17%

Decrease their deferral percentage

4%

Opt out of the plan

4%

Total

100%

Exhibit 24. Have you seen an increase in participation due to the
auto-enrollment feature?
96%
Yes

18%

No

82%
Yes
No
Note: Average participation rate increase was 16%.
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Eligibility and Enrollment (continued)
Easy Enrollment
Exhibit 28. Does your plan contain an easy enrollment feature?

Exhibit 32. How has easy enrollment impacted your nondiscrimination test results?

Yes*

15%

Too soon to tell

38%

No, never had it

60%

Improved test results

20%

No, but considering it

13%

No change to test results

42%

No, unaware of this feature

10%

Total

100%

No, discontinued it

2%

Total

100%
Exhibit 33. Have you seen an increase in participation due to the easy enrollment feature?

* The average percentage of employees that used the easy enrollment
feature was 21%.

Exhibit 29. What is the default deferral percentage for easy enrollment?

20%

20%

44%
56%

2%

Yes*

17%

No
* An average increase in participation of 7% was reported.

41%

2% or less

Exhibit 34. What was your primary motivation for adding easy enrollment?

3%
4%
5%
6% or more

Increase overall participation

42%

Encourage retirement savings

36%

Improve nondiscrimination test results

22%

Total

100%

Note: Average default deferral percentage was 3.61%.

Exhibit 35. Are you satisfied with the easy enrollment feature?

Exhibit 30. What is the default investment election for easy enrollment?
Principal preservation/short term
(stable value, money market, etc.)

23%

Balanced fund

20%

Lifestyle/target (retirement date fund)

50%

Other

7%

Total

100%

8%

Exhibit 31. Which population was targeted when you implemented easy enrollment?
New hires only

38%

Entire population

51%

Other

11%

Total

100%

Yes

92%

No
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Eligibility and Enrollment (continued)
Step-Up Contributions
Exhibit 36. Does your plan contain a contribution step-up feature?

Exhibit 40. When do you step up the deferral percentage each year?

Yes, as a separate standalone feature

22%

The participants select the date

38%

Yes, tied to the auto-enrollment feature

12%

The beginning of the year

16%

Yes, tied to both easy enrollment feature and auto-enrollment

1%

Tied to the company’s salary increase date

20%

No, but considering it

18%

The anniversary date of the participant’s enrollment

14%

No, unaware of this feature

2%

Other

12%

No

43%

Total

100%

Other

2%

Total

100%
Exhibit 41. Are you satisfied with the step-up contribution program?
8%

Exhibit 37. Is your step-up feature:
Elective

56%

Automatic for all participants

44%

Total

100%

Exhibit 38. What is the incremental step-up percentage applied each year?
2%

Yes
No

37%

58%

3%
1%
2%
Employee’s choice
Other
Note: Average step-up was 1.11%.

Exhibit 39. How long do you continue to step up the deferral percentage?

12

Until the plan’s maximum deferral rate is reached

11%

Until the maximum matching percentage is reached

27%

Until the employee’s elected maximum contribution
rate is reached

33%

For a fixed number of years

5%

Other

24%

Total

100%

92%
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Employee Contributions
Average deferral rates for nonhighly compensated employees
increased in this year’s Survey to 5.4%. Average deferral rates for
highly compensated employees remained flat at 6.6%. Employee
contribution limits remained generally unchanged with 81% of
employers indicating that they made no change in the prior year.

Exhibit 43. Do you have different maximum contribution percentages for highly
and nonhighly compensated employees?

19%
28%

The opportunity for employees to contribute to Roth 401(k) plans,
while still not widespread, jumped significantly, as 23% of employers
reported offering that feature – nearly a 100% increase from the last
Survey (12%). The rapid growth of Roth options appears likely to
continue, as 10% of Survey respondents reported plans to “add a
Roth feature in the future,” and another 18% reported they were
looking into the possibility.
The percentage of employees with access to a Roth 401(k) option that
actually take advantage of the opportunity so far appears relatively
modest; more than half (54%) of employers reported adoption rates
in the 1 to 5% range. Another 27% report adoption rates in the 6 to
10% range.

53%
Yes
No
Our plan does not limit employee contributions

Exhibit 42. Based on the most recent nondiscrimination testing, what was the
Average Deferral Percentages (ADP) of the HCEs and NHCEs?
Exhibit 44. What are your maximum contribution percentages for highly and
nonhighly compensated employees?

HCE’s

NHCE’s

Less than 3.99%

8%

16%

4% to 5.99%

17%

48%

Highly compensated employees

15%

11%

6% to 7.99%

56%

27%

Nonhighly compensated employees

48%

33%

8% or more

19%

9%

All employees

54%

23%

Total

100%

100%

Before Tax

After Tax

Note: Average for HCE’s was 6.59%; Average for NHCE’s was 5.36%.
Exhibit 45. Have you changed your maximum contribution percentages in the
past year?
Yes, increased

11%

Yes, decreased

3%

No

81%

No, but considering a change
Total

5%
100%

Exhibit 46. How is the IRC compensation limit and the annual additions limit
applied with payroll?
Limits are applied on year-to-date compensation contributions

85%

Limits are applied pro rata based on each payroll

12%

Other

3%

Total

100%
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Employee Contributions (continued)
Exhibit 47. Do you offer a Roth 401(k) feature?

Exhibit 49. What is the current adoption rate by participants of the Roth 401(k) feature?

Yes

23%

Less than 1%

13%

No, because our provider is not offering it yet

2%

1-5%

54%

No, but we plan to offer it in the future

10%

6-10%

27%

No, we are not interested in offering it in 2007

5%

More than 10%

No, confusing to employees

5%

Total

No, difficult to communicate/educate

7%

No, considering/research in process

18%

No, poor fit/limited value benefit to employee and employer

7%

No, lack of interest/low participation

13%

No, cost prohibitive

1%

No, administrative burden

9%

Total

100%

Exhibit 48. Have you added a Roth 401(k) feature since the passage of the
Pension Protection Act of 2006?

15%

21%

64%
Yes
No
Considering
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2008 401(k) Benchmarking Survey

Employer Contributions
Nearly half (48%) of Survey respondents reported that employees
are entitled to employer matching contributions immediately upon
hiring. That figure is up slightly (from 45% last year), but nearly
twice the 26% level reported in 2002. Meanwhile, uniform matching
formulas, while still the most widely used (by 58% of this year’s Survey
respondents), have dropped significantly from 73% in the last Survey.
Correspondingly, the percentage of employers offering multi-tiered
matching formulas has risen to 24%, from 13% in the last Survey.
This suggests that, increasingly, employers are focusing not merely
on improving basic participation rates, but also on boosting average
participant deferral rates.

Exhibit 50. What are the service requirements for employer contributions?
Immediate

48%

Less than one year

17%

One year

27%

Other

8%

Total

100%

Exhibit 51. Do you offer a safe harbor matching contribution?
Yes

In addition, 17% of employers reported instituting some change in
their matching formula. Of those, the overwhelming majority (81%)
indicated they had raised their match. Approximately one-third (29%)
that have changed their matching formulas have moved to a safe
harbor matching rate.
As in the last Survey, the vast majority of employers (89%) allow
employees to choose how to invest the employer matching
contributions. The proportion of employers that allow participants
to make an immediate decision to shift matching contributions out
of the company stock default investment has grown to 79% in this
year’s poll, up from 68% in the last Survey. An even greater jump
(to 89%, from 52% in the last Survey) was reported with respect to
employees’ ability to allocate profit sharing contributions outside of
company stock.

30%

No, but considering it

6%

No

64%

Total

100%

Exhibit 52. Do you offer:
Matching

62%

Profit sharing

5%

Both

28%

Neither
Total

5%
100%

Vesting schedules for employer contributions have essentially remained
unchanged from the last Survey. The most common is immediate full
vesting (38% of employers reported this schedule), followed by 4 to 6
year graded (32%), and 1 to 3 year cliff (17%).
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Employer Contributions (continued)
Employer Match
Exhibit 53. What is your 401(k) plan’s matching formula?
All employees, same formula

58%

Two employee groups, different formulas

5%

Multi-tiered contribution formula

24%

Varies from year to year

3%

Other

10%

Total

100%

Exhibit 56. Do participants have the option to direct the investment of
these matching contributions?

11%

Exhibit 54. Have you changed your company’s matching formula in the past year?
Yes, we have:

17%

Increased match

81%

Instituted a safe harbor

29%

Suspended/discontinued

0%

Decreased match

0%

Instituted other formula/design changes

12%

No, and are not considering any changes

89%
Yes
No
70%

No, but we are considering:

13%

A change to increase match

59%

A change to institute safe harbor

38%

A change to decrease match

3%

A change to institute discretionary

3%

Other formula/design changes

26%

Total

Exhibit 57. Do you make the matching contributions in company stock?

18%

100%

Exhibit 55. How is your match structured?
Fixed

78%

Discretionary, this contribution was made this year

15%

Discretionary, this contribution was not made this year

1%

Combination
Total

6%

82%

100%

Yes
No

Exhibit 58. When do you allow participants to reallocate these matching
contributions to other funds?
Immediately

79%

Age requirement

3%

Service requirement

21%

Note: Average age requirement was 50 years and the average service requirement
was 3 years.
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Employer Contributions (continued)
Exhibit 59. What is the plan’s vesting schedule for these matching contributions?

Exhibit 61. How are matching contribution forfeitures treated?

Immediate full vesting

38%

Used to reduce employer contributions

71%

1-3 year cliff

17%

Used to offset fees

27%

1-3 year graduated

7%

Reallocated to participants

11%

4-6 year graduated

32%

Other

10%

Other

6%

Total

100%
Exhibit 62. How often is the match calculated and deposited?

Exhibit 60. Have you made any changes to your vesting provisions for the
matching contribution in the past year?
4% 1% 5%
5%

Each pay period

79%

Monthly or quarterly (less frequently than each pay period)

10%

Annually (once a year), with a required number of hours,
or employed on the last day of the year

8%

Annually (once a year), regardless of hours

3%

Total

100%

Exhibit 63. If the match is calculated and deposited every pay period, do you
true up your company’s match at the end of the year for employees that reach
the maximum compensation limit or that hit the 401(k) limit before receiving
the maximum possible match?

85%
46%

Yes, made it more restrictive

49%

Yes, made it less restrictive
Yes, satisfies vesting requirements defined by the PPA 2006
No
No, but considering a change

5%
Yes
No, we were unaware of this option
No
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Employer Contributions (continued)
Profit Sharing
Exhibit 64. How is your profit sharing contribution structured?
Fixed

22%

Discretionary, this contribution was made this year

51%

Discretionary, this contribution was not made this year

18%

Combination
Total

Exhibit 66. Do participants have the option to direct the investment of these
profit sharing contributions?

11%

9%
100%

Exhibit 65. How is your profit sharing contribution allocated?
Contribution allocated pro rata based on compensation

71%

Contribution allocated in another manner

29%

Total

100%

Note: Average profit sharing contribution was 5% of compensation.
89%

Yes
No
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Employer Contributions (continued)

Exhibit 67. Do you make the profit sharing contribution in company stock?

16%

Exhibit 69. What is the plan’s vesting schedule for these profit sharing contributions?
Immediate full vesting

14%

1-4 year cliff

21%

5 year cliff

7%

1-4 year graduated

8%

5 year graduated

28%

6-7 year graduated

21%

Other

1%

Total

100%

Exhibit 70. How are profit sharing contribution forfeitures treated?
84%

Yes
No

Used to reduce employer contributions

71%

Reallocated to participants

25%

Used to offset fees

18%

Other

4%

Exhibit 68. When do you allow participants to reallocate these profit sharing
contributions to other funds?
Immediately

89%

Age requirement

3%

Service requirement

3%

Never

7%

Other

1%
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Investments
This year’s Survey documents a significant jump in the popularity of
time-based, or retirement target date “lifecycle” funds. In particular,
57% of Survey respondents reported offering such funds, up from
44% in the last Survey. That growth may have come at the expense
of the “lifestyle” fund format – funds based on the investor’s risk
tolerance. Those risk-based funds were reported to be on the
investment menu of 20% of employers surveyed, down from 31% in
the last Survey.
Money market funds were reported on the menus of less than half
(49%) of employers, down sharply from 58% in the last Survey. This
year’s Survey also reveals an uptick in the availability of real estate
investment trusts (to 21%, from 18%) and drops in company stock (to
26%, from 30%), emerging markets funds (to 22%, from 26%), and
sector funds (to 11%, from 15%). Another big jump – beginning from
a more substantial base than ETFs – was recorded in the popularity of
managed accounts, offered by 28% in this year’s Survey, up from 18%
in the last Survey. An additional 10% of employers reported they are
considering adding managed account options.
Employers appear to be taking their fiduciary responsibilities towards
overseeing investment performance seriously: 81% report having written
procedures for fund selection, 60% review fund performance on a
quarterly basis, and 64% report they had replaced an underperforming
fund within the last two years.

Exhibit 72. If company stock is offered, have the diversification rules imposed by
the Pension Protection Act of 2006 been implemented?
Employees are notified at least 30 days prior to the date they
are entitled to divest their benefits

36%

The plan offers at least three alternative investment types,
which vary in risk and rate of return

60%

Deferrals and employee after-tax contributions are available
for diversification

54%

Employer match and nonelective employer contributions may
be diversified after three years of service

15%

Not applicable, because plan is a stand-alone ESOP, company
is privately held and/or is a one-participant plan

14%

Exhibit 73. Approximately, how much of your fund lineup is made of proprietary
funds (investment funds managed by your provider)?
Percentage of proprietary funds

0-25%

43%

26-50%

17%

51-75%

19%

76-100%

21%

Exhibit 71. Do you offer the following types of core investment options in your plan?
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Domestic equity (actively managed)

82%

Stable value

81%

Global/international equity (actively managed)

78%

General/core bond

78%

Balanced funds

61%

Domestic equity (passively managed)

61%

Lifecycle funds (time based)

57%

Money market

49%

Global/international equity (passively managed)

30%

Company stock

26%

Emerging markets funds

22%

Real estate

21%

Lifestyle funds (risk based)

20%

Self-directed brokerage

18%

Lifestyle funds (core)

13%

Sector funds

11%

TIPS

10%

Mutual fund window

9%

Socially responsible

8%

ETFs

2%

Hedge funds

1%

0%

10%

20%

30%

40%

50%

Percentage of respondents

Exhibit 74. Which types of investment vehicles are utilized in your plan?
Mutual funds

79%

Collective trust funds

29%

Separate accounts

26%

Annuities

8%

Other

10%
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Investments (continued)
Exhibit 75. Do you think your plan offers the appropriate number of investment options?

Exhibit 77. Are all the mutual funds you offer from the same fund family?

6%

14%

5%

86%

89%
Yes

Yes

No, we should offer more options

No

No, we should offer fewer options

Exhibit 78. Are formal written procedures in place for fund selection?
Exhibit 76. Do you offer managed accounts?

19%

28%

61%
10%
81%

1%

Yes
Yes

No

No, but considering
No, unaware of this feature
No
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Investments (continued)
Exhibit 83. When was the last time you replaced a fund due to poor performance?

Exhibit 79. Do you have a formal written investment policy?

13%

Never

17%

Within last year

40%

1 to less than 2 years

24%

2 to less than 5 years

15%

5+ years

4%

Total

100%

Exhibit 84. If you changed funds recently, what was the main reason?

87%

The provider was not offering it anymore

5%

We, as the sponsor, made a decision to change the fund

70%

N/A, we have not changed any funds recently

25%

Total

100%

Yes
No

Exhibit 85. Do any of the investment options assess short term trading
fees to participants?

Exhibit 80. How frequently do you evaluate and benchmark the performance of
the plan’s investments?
Quarterly

60%

Semiannually

15%

Annually

20%

Other

2%

No formal schedule
Total

43%

3%
100%

57%

Exhibit 81. Who performs the investment monitoring for your plan?
Internal committee

66%

An outside investment consultant

56%

Our plan provider/recordkeeper

37%

Other

1%

Yes
No
Note: The average threshold number of days to trigger a trading fee was 55 days.

Exhibit 82. How do you handle an underperforming fund?
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Replace fund

70%

Continue to monitor

53%

Add an additional fund with the same investment style

17%

Freeze fund (no incoming money)

17%

Phase out fund over period of time

15%

Has not happened

10%

Other

3%
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Investments (continued)
Exhibit 86. Does your plan have a policy restricting the frequency of fund transfers
among your investment options?
Yes, based on:

Exhibit 90. Have you recently changed investment managers due to publicity
around mutual funds?

56%

The fund’s policy

39%

The plan’s policy

7%

Both the fund’s and plan’s policy

10%

2%

7%
3%

No

44%

Total

100%

Exhibit 87. How is excess trading defined for your plan?
No definition/no policy

39%

Defined by fund

51%

Number of trades per year within a specific number of days

3%

Dollars per fund

2%

Numbers of roundtrip trades within a specific number of months

8%

Yes, less than 1 year ago

Other

4%

Yes, 1 year to less than 2 years ago

88%

No, but considering it
No
Exhibit 88. What happens if a participant is found to be engaging in excessive trading?
Policy does not exist or trading not monitored

13%

Participant is notified of the plan’s policy and advised to stop

31%

Participant is restricted/suspended/frozen from further trading

24%

Handled by fund

22%

Fee is assessed

13%

Each situation is handled independently

7%

Do not know

12%

Has not happened

21%

Other

2%

Exhibit 91. Does your plan adhere to the following guidelines to comply with
ERISA Section 404(c) protection?
Yes

No

Do you make a statement that the plan
intends to comply with ERISA Section
404(c) requirements?

94%

6%

Are prospectuses delivered before or
immediately after a participant’s initial
investment in any plan fund?

87%

13%

Is a description of transaction fees, if any,
and expenses to be charged to individual
account communicated regularly?

87%

13%

Exhibit 89. Who monitors the enforcement of these restrictions?
Recordkeeper

76%

Fund company

32%

Plan sponsor

16%

Other

4%
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Fees
The average fund expense fee (as a percentage of fund assets)
reported in this year’s Survey was 63 basis points (i.e., 0.63%), down
from 75 basis points in the last Survey. The percentage of funds
reporting average fees of 50 basis points or below increased to 18%
from 13%, and the percentage reporting a fee below 85 basis points
increased to 62%, up from 50% in the last Survey.
Fees for financial advice appear to be broadly incorporated into
the overall fee structure for plan administration, as 63% of Survey
respondents indicated that no fee was explicitly charged for the
service. Employers are much more inclined to have plan participants
pay fees associated with managed accounts. Specifically, 56%
reported passing those charges on to employees versus only 8% that
reported paying them. The remainder reported that no fee is explicitly
charged by plan vendors for managed accounts.
This year’s Survey suggests that 401(k) vendors are becoming more
explicit about revenue sharing or fee offset arrangements. Specifically,
57% of employers reported that their plan provider fully discloses
any revenue sharing offsets, versus 48% in the last Survey. The
survey results seem to indicate that employers’ comfort with fee
competitiveness is trending upwards but the need for improvements
in overall fee disclosure still exists.

Exhibit 92. How are your 401(k) plan’s recordkeeping/administration fees paid?
Paid through investment revenue

46%

Direct fee charged by recordkeeper

40%

Company

64%

Participants

25%

Pro rata allocation

53%

Equal dollar allocation

47%

Both company & participants
Fees in the form of a wrap fee or added
basis point charge on the investments

11%
5%

Other

9%

Total

100%

Exhibit 93. What is your plan’s average fund expense ratio?
Up to 0.5%

18%

0.51% to 0.85%

44%

0.86% to 1.25%

20%

More than 1.25%

1%

Data unavailable for survey

17%

Total

100%

Note: The average fund expense ratio was 0.63%.

Exhibit 94. Who pays for financial advice?
There is no charge for this service

63%

Participants

23%

Plan sponsor

19%

Exhibit 95. If you offer managed accounts to your participants, who pays for
this service?

24

There is no charge for this service

39%

Participants

56%

Plan sponsor

8%
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Fees (continued)
Exhibit 96. Does your provider fully disclose its total cost for administering your
plan without any revenue sharing or investment revenue offsets?

33%

Exhibit 99. Do you agree with the following statements?

67%

Yes
No

Exhibit 97. Does your provider fully disclose its revenue sharing agreements and
investment offsets?
Yes, for both alliance and their own proprietary funds

57%

Yes, but for the alliance (nonproprietary) funds only

14%

No

20%

Other

9%

Agree

Disagree

No opinion

We have no difficulty obtaining a
clear understanding of the total
plan/participant administrative
fees being charged

74%

13%

13%

We have no difficulty obtaining a
clear explanation of the normal fund
operating expenses of the funds in
our plan

77%

9%

14%

We believe our fees are competitive

83%

3%

14%

We have no difficulty obtaining a
clear description of all the revenue
sharing arrangements that our
recordkeeper has with the mutual
funds included in our plan

60%

13%

27%

We have no difficulty obtaining
what it costs our provider to
administer our plan

52%

20%

28%

We have performed a detailed
fee analysis and have a thorough
understanding of all plan expenses

64%

12%

24%

Exhibit 98. Do the revenue sharing/investment offset proceeds exceed the
provider’s cost for administering your plan, resulting in a fee credit? If so,
how do you use that fee credit?
No

83%

Yes, used to:

17%

Purchase additional services from provider

45%

Pay for other plan expenses

62%

Allocate back to participants via:

Total

21%

Pro rata

87%

Equal dollar

13%
100%
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Participant Experience
This year’s Survey reveals a significant jump in the proportion
of employers giving employees access (whether it is paid for by
employees or by the employer) to individualized financial counseling
or investment advice services. After several years of hovering around
the 40% level, the current Survey shows that a narrow majority (51%)
now makes it possible for all employees to obtain such services.

Exhibit 101. Is individual financial counseling/investment advice available to participants?

7%

Employers choosing not to offer these services most frequently cited
“potential fiduciary liability” (53%), “cost” (39%), and “employees
are not requesting this service” (38%) to explain their decision.
However, 28% of Survey respondents reported that they are “actively
researching” the viability of offering financial counseling services in
the future.
Of the plan sponsors that do offer financial counseling services, the
average length of time they have done so is five years. Those sponsors
estimate that an average of 18% of their employees has utilized the
counseling service.

40%
51%

2%
Yes, to all participants*
Yes, to some participants*

More than three-fourths (76%) of employers report using multiple
communications strategies to encourage employee savings and
awareness of their financial requirements for a solvent retirement.
The most commonly used techniques include group meetings (66%),
targeted communications (63%), printed material (61%), and Web
sites (52%). A minority of employers reported using:
• Auto-enrollment increases (41%);
• Financial counseling/advice (34%);
• Personalized communications (31%); and
• Individual meetings (25%).

Exhibit 100. What aspects of the plan have your employees found confusing?
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No
No, but in process of implementing feature
* Plan sponsors had offered financial counseling/investment advice for an average
of 4.9 years and estimated that an average of 18% of participants utilized it.

Exhibit 102. If you do not offer counseling/investment advice, why not?
Potential fiduciary liability

53%

Cost

39%

Employees are not requesting this service

38%

We are actively researching this feature and may implement
in the future

28%

We were unaware of this feature

2%

Other

7%

Where to invest/which funds to use

80%

How much to save for retirement

55%

Financial planning tools

30%

Fund transfers/reallocations

29%

Impacts of contribution limitations/nondiscrimination testing

26%

Loans

26%

General and multiple communication/education

76%

Withdrawals

25%

Group meetings to communicate/educate

66%

Rollovers

25%

Targeted communications

63%

Company contributions

24%

Printed material to communicate/educate

61%

Enrollment

22%

Web sites to communicate/educate

52%

Web site

20%

Auto-enrollment increase

41%

Fees

16%

Financial counseling/advice

34%

Conversions/blackout periods

13%

Personalized communications

31%

Participant statements/confirmation statements

13%

Individual meetings to communicate/educate

25%

Voice response system

10%

Other

1%

Employee contributions

9%

Exhibit 103. How are you, as the plan sponsor, encouraging savings and raising
awareness of assets needed in retirement?
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Recordkeeping Technology and Policies

Consistent with long term trends, plan providers have been upgrading
the technological sophistication of their recordkeeping systems
and offerings. For example, plan demographic and financial data
is updated no less frequently than daily for 93% of the employers
surveyed. Nearly one-third (28%) reported such data is updated
immediately. In the last Survey, 21% reported having the benefit of
real-time data.

Exhibit 105. How often is the data refreshed?

7%
28%

Also, participant access to their own plan data via the Internet was
reported by 100% of employers surveyed this year. And a small
proportion (8%) reported that participants can now access their
data plan via wireless PDA (the proportion has doubled from the
last Survey). Participants seem to be taking advantage of these
capabilities: nearly half (48%) of employers reported that at least
60% of their employees use the service.
65%

Investment market volatility apparently has contributed to the growing
availability of automatic portfolio rebalancing services, to maintain a
desired asset allocation. Specifically, 62% of employers reported that
their plans offer that feature, up from 46% in the last Survey.

Exhibit 104. Does your provider give you access to plan data, participant demographics,
and financial information through a plan sponsor Web site?

Immediately (real-time)
Daily
Less frequently than daily

Exhibit 106. Can you create your own ad-hoc queries?

2%
22%

78%
98%
Yes

Yes

No

No
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Recordkeeping Technology and Policies (continued)
Exhibit 110. Are the following transactions 100% paperless?

Exhibit 107. Does this data suffice for your analysis needs?

21%

Loan initiation

63%

Enrollment

70%

Interfund transfers

88%

In-service withdrawals (non hardship)

44%

Hardship withdrawals

15%

Full distributions

38%

Direct rollovers out of plan

29%

Deferral percentage changes

74%

Future investment election changes

84%

Beneficiary changes

40%

79%
Exhibit 111. How are participants’ statements provided?
Yes
No

Hardcopy mailed quarterly

89%

Quarterly statement available online

67%

E-mailed quarterly

23%

“Statements on Demand” (as of any date) available anytime

57%

Exhibit 108. Which of these features can your participants use for inquiries
and transactions?
Exhibit 112. How many business days after the end of each quarter are
participants’ statements available?
Internet

100%

Call center
representative

94%

1-5 business days

24%

6-10 business days

29%

11-14 business days

27%

15-24 business days

15%

25+ business days

Voice response
system

77%

5%

Total

100%

Note: The average was 10.73 days.
8%

PDA/Wireless

0%

20%

40%

60%

80%

100%

Exhibit 113. Have statements been changed to comply with the diversification
requirements as set forth in the Pension Protection Act of 2006?

20%
Exhibit 109. What is the level of Internet usage by your participants?

Low (under 30%)

15%

37%

Medium (30-60%)

High (over 60%)

48%

0%

10%

20%

30%

40%

50%

80%
Yes
No

Note: The average was 50%.
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Recordkeeping Technology and Policies (continued)
Exhibit 114. Can participants download transaction history/statement data?
Yes to:

62%

Exhibit 117. Which stock accounting method do you use?
Unit accounting

44%

Microsoft Money

44%

Share accounting

14%

Microsoft Excel

56%

Both

5%

Quicken

60%

No company stock

37%

PDF

51%

Total

100%

Other

2%

Note: The average target cash reserve was 5%.

No, unaware of this feature

15%

No, download not available at this time

23%

Total

100%

Exhibit 118. Is there a limit on the election percentage of your company stock?

Exhibit 115. How many outstanding loans can a participant have at any time?

7%

27%

5%

6%
67%
36%

52%
Yes
No, but considering one
No
Note: The average maximum contribution election was 26%; the average
maximum total investment was 34%.

0
1
2
3 or more

Exhibit 119. Are you considering any changes to your restrictions on company stock?

Exhibit 116. Does your plan offer participants the option to elect automatic
fund rebalancing?
Yes

62%

Cap investment in company stock

6%

Eliminate or reduce restrictions on diversification of
company stock

2%

Eliminate future investments in company stock

8%
3%

No, but considering it

14%

Eliminate or reduce restrictions on investment of
company match

No, unaware of this feature

3%

Other

11%

No, not interested

4%

None/no restrictions remain

76%

No, not available

17%

Total

100%

Note: Plan sponsors estimated that on average 15% of participants used this service.

29

2008 401(k) Benchmarking Survey

Provider Relationships
Overall, employers appear to have stable and satisfactory relationships
with their plan providers. For example, the average length of the
existing provider relationship reported in this year’s Survey is seven
years, up from six years in the last Survey. Two-thirds of employers
have been with their current 401(k) vendor at least five years, and
31% have been with their current provider for at least a decade.
That typically stable relationship is perhaps a natural outgrowth
of generally high satisfaction levels. On a 1 to 5 scale, with five
representing “excellent” and 1 representing “poor,” Survey
respondents’ average satisfaction rating was 4.08 this year, based on
satisfaction levels for 11 individual service categories. That average
remains essentially unchanged from the last Survey. Highest average
ratings were accorded to vendors’ participant Web sites; the lowest
satisfaction ratings were given for vendors’ consulting services.

Exhibit 122. What is the length of your current service agreement?
Less than 3 years

34%

3 years

23%

4 years

4%

5 years

7%

More than 5 years

32%

Total

100%

Exhibit 123. Does your provider agree to maintain specific levels of service or
performance with the risk of sacrificing fees should these levels not be met?

28%

It is noteworthy that a significant portion (34%) of Survey respondents
reported that their provider agrees to maintain specific levels of service
or performance with the risk of sacrificing fees should these levels not
be met. In addition, the largest proportion (38%) of respondents to
this question stated that their vendors do not put fees at risk.

34%

Exhibit 120. What is your plan provider structure?
Bundled

73%

Alliance (services and funds provided by related vendors)

11%

Unbundled (services and funds provided by unrelated vendors)

16%

Total

100%

38%
Yes
No
Don’t know

Exhibit 121. Do you have a formal written service agreement with your provider?
Exhibit 124. What service levels are being measured with your provider?
7%

Accuracy

79%

Statement and report turnaround time

79%

Call center measurements

76%

Loan distribution and withdrawal check processing time

72%

Participation rate

37%

Fund diversification at the participant level

33%

Other

15%

Exhibit 125. How long have you been with your recordkeeper/administrator?
Less than 2 years

12%

2 to less than 5 years

21%

Yes

5 to less than 10 years

36%

No

10+ years

31%

Total

100%

93%

Note: Average was 6.76 years
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Provider Relationships (continued)
Exhibit 126. When was the last time you evaluated other providers for your plan
for recordkeeping/administration?
Less than 2 years

27%

2 to less than 5 years

39%

5 to less than 10 years

24%

10+ years

10%

Total

100%

Note: Average was 4.6 years

Exhibit 127. Rank the following changes/improvements that your provider
could make in the order of importance, with 1 being the most important
and 9 the least important.
Average Rank

Actual Rank

Improve participant experience

4.06

1

Offer investment options with lower fees
and/or better performance

4.36

2

Add/enhance plan sponsor Web site tools

4.45

3

Improve fee transparency

4.50

4

Improve relationship management and
responsiveness to plan sponsor inquiries/issues

4.97

5

Reduce direct fees to plan sponsor

5.11

6

Improve turnaround times for reports and
statements

5.33

7

Improve accuracy of information

5.81

8

Products and services for other benefit
programs

7.43

9

Exhibit 128. How would you rate the services you are receiving from your vendors today?
Average

1 (poor)

2

3

4

5 (excellent)

Plan Web site for participants

4.21

1%

4%

10%

41%

42%

Administration/recordkeeping

4.17

0%

5%

15%

38%

41%

Compliance

4.17

0%

2%

19%

39%

39%

Plan sponsor support

4.08

1%

5%

18%

34%

40%

Plan Web site for sponsors

4.05

2%

6%

15%

37%

38%

Fees compared to marketplace

3.97

1%

4%

25%

35%

33%

Investment fund performance

3.94

1%

1%

22%

48%

21%

Call center services

3.93

1%

4%

24%

38%

29%

Employee communication

3.90

2%

8%

18%

38%

31%

Investment advice tools

3.81

1%

9%

22%

35%

24%

Consulting

3.73

1%

10%

26%

30%

24%

Overall

4.08

<1%

2%

19%

43%

32%
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Plan Effectiveness
Nearly half (45%) of employers report that their 401(k) is “generally
considered and aligned” with their corporate business strategy,
and another 33% state that its design is “carefully considered and
closely aligned” with the organizational strategy. The remaining 22%
indicated that their organizations lack a process to consider this issue.

Exhibit 130. Do you feel that your 401(k) plan is an effective recruiting tool?

19%

The combined total of respondents who believe their 401(k)s are
either “generally” or “closely” aligned with corporate strategy roughly
equals the proportion of employers who consider their plans to be
an effective recruiting tool (81%) and assist in retaining existing
employees (75%). That generally upbeat assessment is also reflected in
most (53%) employers’ belief that their 401(k)s are “as competitive”
as those of their peers, and a confident 34% who believe their plan is
“more competitive” than their peers’.
As in the last Survey, employers rank participation levels, investment
performance, and employee appreciation, as the top three indicators
of a “successful” 401(k). Employers do not appear to be highly
optimistic, however, of their employees’ ultimate ability to afford
to retire, as only 18% predicted that “most” would be able to do
so. That prediction represents an improvement over the last Survey,
when only 13% made that forecast. On the other hand, a relatively
small (17%) slice of this year’s Survey respondents agreed with the
statement that “very few” will be financially equipped to retire.

81%

Yes
No

Exhibit 131. Do you feel that your 401(k) plan assists in retaining your existing employees?

A noteworthy indicator of employers’ concerns about employees’
ultimate financial capacity to retire is the relatively large (21%) number
of Survey respondents who have, within the past year, conducted
a retirement readiness assessment to determine the expected
replacement ratios for employees in retirement. Another 38% are
considering performing a readiness assessment.

25%

Exhibit 129. How is your 401(k) plan strategy aligned to your corporate business
strategy?

32

It is carefully considered and closely aligned

33%

It is generally considered and generally aligned

45%

There is not a process in place to consider or align

22%

Total

100%

75%

Yes
No
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Plan Effectiveness (continued)
Exhibit 134. What is the primary barrier to making your plan more successful?

Exhibit 132. Do you believe that the provisions of your 401(k) plan are:
More competitive than your peers?

34%

Lack of employee understanding

33%

As competitive as your peers?

53%

Ineffective employee communications

20%

Less competitive than your peers?

13%

Employee demographics (age, salary, education level, etc.)

11%

Total

100%

Administrative costs

7%

Low company matching formula/waiting period for matching
contribution

5%

Current market/economic trends

4%

Investment performance

2%
2%

Exhibit 133. Rank the following primary indicators of a successful 401(k) plan,
with 1 being the most important and 5 being the least important.
High level of participation

1

Employee turnover

Investment performance

2

Lack of provider support/internal resources

2%

Employee appreciation

3

None

15%

Cost effectiveness

4

Other

2%

Easy accessibility/technology

5

Exhibit 135. In your opinion, are your employees saving adequately for retirement?
Most employees are or will be financially prepared for retirement

18%

Some employees are or will be financially prepared for retirement

65%

Very few employees are or will be financially prepared for
retirement

17%

Total

100%

Exhibit 136. Have you conducted a retirement readiness assessment in the past year to
determine expected replacement ratios for employees in retirement?

19%

21%

22%

38%

Yes
No, but considering
No, unaware of this
No, not interested
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Other Rewards Programs
A significant (41%) proportion of 401(k) sponsors surveyed also
sponsor a Defined Benefit (DB) plan. However, 25% of those DB plans
are frozen, either for future accruals for current plan participants, or
for new hires. Consistent with long term trends, the overall percentage
of DB plan sponsorship declined, from 43% in the last Survey. Still,
more than two-thirds (68%) of employers surveyed reported that they
have no intentions to make any changes to their “overall retirement
plan offerings.”
Even while a strong majority of employers indicate no imminent
plans for “overall” changes, a large minority (42%) do report having
considered “generational gaps,” such as differing perspectives
between Baby Boomer and Generation X employees, in retirement
plan development.
Based on the Survey results, in the health plan arena, employers
appear to be growing slightly more skeptical about the government’s
ability to address problems in the health care system. For example,
the percentage of employers who agreed with the statement that
“health care in the United States should move towards a governmentsponsored national health care system” declined to 37%, from 40% in
the last Survey. A corresponding increase was recorded in the number
of employers who endorsed the statement that “the government
should move to privatize health care and encourage employers to take
on a greater role in offering health care to employees and retirees.”

Exhibit 138. Have you changed the design of your overall retirement plan offerings
(DC, DB, and Non-Qualified) in the past year?
Yes

19%
Added a qualified DB plan

2%

Qualified DB plan – froze future accruals
for existing participants and new entrants

25%

Qualified DB plan – froze future accruals
for new entrants only

25%

Changed qualified DB plan design

18%

Added a non-qualified plan

12%

Non-qualified DB plan – froze future
accruals for existing participants
and new entrants

5%

Changed non-qualified DB plan design

10%

Other

28%

No, considering freezing the plan

1%

No, considering multiple changes

7%

No, considering changing plan design

5%

No, we have not made any changes and
do not plan to in the near future

68%

Total

100%

Exhibit 139. Have you considered generational gaps (e.g., Baby Boomers,
Generation X, etc.) in your overall retirement plan development?

Exhibit 137. Do you sponsor a Defined Benefit retirement plan for your U.S. employees?
Yes

41%
Final average pay plan

60%

Career average pay

8%

Cash balance

24%

Frozen

25%

Flat benefit

7%

Pension equity plan

6%

Other

7%

No
No, but considering it
Total

42%

58%

58%
1%
100%

Yes
No
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Other Rewards Programs (continued)
Exhibit 140. If changes were made to a qualified Defined Benefit plan, were they made in
response to the changes required by the Pension Protection Act of 2006?

Exhibit 142. If you sponsor a qualified Defined Benefit plan, have you estimated the
impact that Pension Protection Act of 2006 will have on funding requirements in 2008?
Yes, funding requirement will increase

33%

Yes, funding requirement will stay the same

39%

Yes, funding requirement will decrease

8%

No

20%

Total

100%

42%

Exhibit 143. Which of the following statements do you agree with?
58%

Yes

Health care is an important part of out total rewards strategy

78%

Health care is something that helps us to attract, retain, and
motivate employees

60%

Health care is an important part of employee compensation,
but is not integrated with our total rewards strategy

18%

Health care is something that we offer for competitive
reasons, but it has only a small role in our overall
compensation strategy

9%

No

Exhibit 141. If you sponsor a qualified Defined Benefit plan, have decisions been
made on the following:
Elect the segmented yield curve smoothed over 24 months to
determine the Funding Target calculation

31%

Elect the full yield curve for the prior month to determine the
Funding Target calculation

22%

Elect to forego the 3 year phase-in of segmented yield curve

8%

Apply for approval to use a customized mortality table

8%

Maintain funding standard carryover balance

18%

Elect to forego a portion of the funding standard carryover
balance

8%

Fund the plan to achieve a 92% funded ratio, to avoid
amortization of unfunded liabilities for the 2008 plan year

63%

Exhibit 144. Our current health care system is based on a combination of governmentand employer-based coverage. Which of the following statements do you agree with?
The current health care system is the appropriate balance
between government- and employer-based health care coverage

43%

Health care in the United States should move toward a
government-sponsored national health care system

37%

The government should move to privatize health care and
encourage employers to take on a greater role in offering
health care to both employees and retirees

20%

Total

100%

Exhibit 145. Do you offer a Health Savings Account?
Yes, currently offer it

30%

Yes, currently building it

1%

No, do not offer it, but considering it in the future

27%

No, do not offer it, and do not have plans to offer in the
near future

42%

Total

100%
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Other Rewards Programs (continued)
Exhibit 146. What was your total cost for specific benefit programs last year as a
percentage of employee pay?

Yes, to
our 401(k)
vendor

Yes, to
another
vendor

No, not
outsourced

Not
outsourced,
but
considering it

Health & welfare

4%

62%

28%

1%

Pension
administration

14%

21%

29%

2%

5%

23%

36%

2%

Active medical/dental/life/disability

20%

Profit sharing

12%

Qualified Defined Benefit

10%

401(k)

8%

Post retirement medical

3%

Non-qualified Defined Contribution

2%

Stock option
administration

Non-qualified Defined Benefit

1%

Other

10%

Note: The total cost for all benefit programs averaged 29% of employee pay.

Exhibit 147. Are you satisfied with the cost of your benefit programs?
Yes, we think
we are spending
the appropriate
amount on our
benefits
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Exhibit 148. Do you outsource the administration of any benefit functions?

No, we should be No, we should be
spending less
spending more

401(k)

82%

8%

10%

Non-qualified
Defined Contribution

47%

3%

2%

Profit sharing

39%

2%

4%

Active medical/dental/
life/disability

51%

44%

3%

Qualified Defined
Benefit

41%

8%

2%

Non-qualified
Defined Benefit

27%

5%

0%

Post retirement medical

24%

15%

3%

Payroll

1%

42%

49%

3%

HR

0%

2%

76%

3%

Other

1%

3%

21%

1%
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