
 

 
 

 
 
 

401(k) plan benefits:  
Rethinking plan design for 
challenging times 

 



401(k) plan benefits: Rethinking plan design for challenging times 1 
 

© Grant Thornton LLP. All rights reserved. 

Contents 

 

Introduction 2 

Summary 3 

Survey results 5 

Survey respondents 12 

Conclusion 13 

About Grant Thorntonôs Compensation and Benefits Consulting practice 14 

About the authors 15 

Contact information 16 

 



401(k) plan benefits: Rethinking plan design for challenging times 2 
 

© Grant Thornton LLP. All rights reserved. 

Introduction 

Overview  

The economic downturn has caused many companies to more closely evaluate their qualified retirement 

programs, in particular their 401(k) savings plans. In many cases, companies have made, or will make, 

difficult decisions to respond to these challenging economic times. As a result, many plan sponsors 

continue to struggle with the cost of the matching contributions under their 401(k) plans, and whether 

any significant plan design changes to the matching contribution feature might impact employee 

participation in, and employee perception of, their 401(k) plans. 

In response, Grant Thornton LLP conducted a survey of 283 U.S. companies in April 2009 to better 

understand how the current economic downturn is impacting the matching contribution feature under 

their 401(k) plans. 

Executive summary  

Clearly, the economic downturn is causing many companies to reevaluate their 401(k) plan design 

carefully, and in many cases, rethink their 401(k) plan strategy. Based on the survey responses, many 

plan sponsors are assessing whether or not to reduce or eliminate the matching contribution feature 

under their plans.  

As part of this plan design assessment, companies may want to consider the potential impact of any 

such change on future participation in the 401(k) plan by eligible employees. Since many employees, 

especially the so-called ònon-highly compensated employeeó group, participate in 401(k) plans because 

of the matching contribution feature, a key challenge faced by plan sponsors is assessing the impact of 

reducing or eliminating the matching contribution feature on future plan participation rates.  

Although generating cost savings are certainly important in a tough economic climate, an ancillary 

effect of a change in the company matching contribution is the impact on nondiscrimination testing 

and the resultant correlation to the benefits available under the 401(k) plan for key executives. This 

could lead to problems in how the company continues to attract, retain and motivate talent, particularly 

its most critical and top-performing employees, while managing its overall benefit plan costs. 
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Summary 

Prevalence of m atching c ontribution feature  in 401(k) p lans  

Almost 87 percent of companies reported that their 401(k) plans provided for matching company 

contributions prior to 2009. 

Modification of m atching c ontribution feature  in 401(k) p lans  

Approximately 29 percent of companies have already modified, or currently intend to modify, the 

matching contribution feature in their 401(k) plans during the 2009 plan year. Two-thirds of these 

respondents reported that they will eliminate the match entirely, and 22 percent intend to reduce, but 

not completely eliminate, the matching contribution during 2009.  The remaining 11 percent indicated 

that they expect to increase the match during 2009.  

Impact of m odification of m atching c ontribution feature  under 401(k) p lans  

While approximately 34 percent of companies felt that the reduction or complete elimination of the 

matching contribution feature would make it less likely that the special nondiscrimination tests (the 

ADP/ACP tests) for 2009 would be passed, approximately 38 percent reported that they did not expect 

any significant changes in the test results between the 2008 and the 2009 plan years. Almost 10 percent 

indicated that they felt the test results would actually improve during the 2009 plan year. 

Safe harbor 401(k) p lans  

Approximately one-third of companies with a matching contribution in their 401(k) plans indicated that 

they currently have a òsafe harboró 401(k) plan. Approximately 27 percent of the plan sponsors with a 

safe harbor plan indicated that they are considering the reduction or complete elimination of the 

matching contribution feature during the 2009 plan year. 

Impact of m odification of m atch under safe harbor 401(k) p lans  

Approximately two-thirds of companies with a safe harbor plan that are considering a modification to 

the match felt that the reduction or elimination of the matching contribution feature will have a 

negative impact on future plan participation. 
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Automatic enrollment 401(k) p lans  

Almost 36 percent of companies with a matching contribution currently have an automatic enrollment 

feature in their 401(k) plan. Almost 31 percent of these plan sponsors indicated that they are 

considering the reduction or complete elimination of the matching contribution feature during the 2009 

plan year. 

Impact of m odification of m atch under automatic enrollment  401(k) p lans  

Almost 47 percent of companies with an automatic enrollment feature that are considering a 

modification to the match felt that the reduction or elimination of the matching contribution feature 

will lead to more participants opting out of automatic enrollment, while 31 percent felt that this would 

not result in more participant opt-outs. 

Results by industry c lassification   

We examined the survey responses by industry classification. The responses were generally consistent 

across industries except for technology, retail/trade, not-for-profit and health care (many of whom are 

likely not-for-profit organizations). Therefore, we are reporting on the key differences we found related 

to the future design of the matching contribution feature for these specific industries in the main body 

of this report. 

Results by c ompany revenues  

We examined the survey responses by level of company revenue. There was a difference in the 

responses depending upon the revenue level of the organization. Therefore, we are reporting on the key 

differences we found related to the future design of the matching contribution feature between lower 

and higher revenue companies. 

Results by employee s ize  

We examined the survey responses by the number of the companyõs employees. There was a difference 

in responses depending upon the employee population size. Therefore, we are reporting on the key 

differences we found related to the future design of the matching contribution feature between smaller 

and larger companies. 

Results by public vs. private c ompanies  

We examined the survey responses by public vs. 

private (for-profit) status. There were some 

differences in responses between public and 

private companies. Therefore, we are reporting on 

the key differences we found related to the future 

design of the matching contribution feature 

between public and private companies. 
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Survey results 

Prevalence of m atching c ontribution 

feature  

Prior to 2009, did your 401(k) plan provide 

for matching company contributions? 

Almost 87 percent of companies offered a 

matching contribution feature before the 2009 

plan year under their 401(k) plans. This 

confirms that offering matching company 

contributions in a 401(k) plan is virtually a 

òbest practice.ó    

Modification of m atching c ompany 

c ontributions for 2009 and potential 

impact of m odification on 401(k) p lan s 

Have you already modified, or do you 

currently intend to modify, the matching 

contribution feature during the 2009 plan 

year? 

Approximately 29 percent of companies have 

already revised, or currently intend to revise, 

the matching contribution feature during 2009. 

About 11 percent of the companies have still 

not decided if they will revise the match during 

2009.   

The responses by industry were generally 

consistent with the overall survey responses, 

with several exceptions. Respondents in the 

health care and not-for-profit industries are 

generally less likely to make modifications to 

the matching contribution during 2009. This 

could reflect the general perception that such 

organizations provide lower salaries and greater 

benefits to their employees, so making 



401(k) plan benefits: Rethinking plan design for challenging times 6 
 

© Grant Thornton LLP. All rights reserved. 

significant plan design changes to the match is 

not as viable an option. Respondents in the 

technology and retail/trade industries are 

generally more likely to make modifications to 

the matching contribution during 2009. This 

could reflect the fact that such organizations 

are experiencing the biggest challenges in these 

tough economic times.  

There were also differences in responses by 

revenue levels and employee size. In general, 

the respondents with higher revenue levels are 

more likely to make modifications to the 

matching contribution during 2009. The larger 

the respondentõs workforce, the more likely it 

is that the match will be modified during 2009.  

There was also a slight difference reported by 

public and private companies, with private 

companies indicating that they are more likely 

to make modifications to the matching 

contribution feature during 2009.   

How do you expect to modify the 

matching contribution feature during 

the 2009 plan year? 

The highest anticipated action reported by all 

respondents is the complete elimination of the 

match ñ approximately two-thirds of the 

companies reported that this is their intent 

during 2009. This course of action will generate 

the most cash savings for the plan sponsor. 

Another 22 percent intend to reduce but not 

completely eliminate the match. Approximately 

63 percent of these companies indicated that 

the reduction percentage will be more than 50 

percent of the current match, and 

approximately 37 percent reported that the 

reduction percentage will be less than 50 

percent of the current match. In any event, 

there may be compliance issues that need to be 

considered in connection with the modification 

of a matching contribution under a 401(k) plan, 

such as the effect on a planõs safe harbor status 

and challenges in passing nondiscrimination 



401(k) plan benefits: Rethinking plan design for challenging times 7 
 

© Grant Thornton LLP. All rights reserved. 

tests if employees decide to reduce their 

contributions. 

Interestingly, even in these tough economic 

times, 11 percent of the respondents reported 

that they expect to increase the match during 

2009.   

What impact do you expect this action 

to have on the results of the ADP/ACP 

nondiscrimination tests for the 2009 plan 

year? 

The highest percentage response was a bit 

surprising ñ 38 percent of all respondents 

indicated that they did not expect any 

significant changes in the nondiscrimination 

test results between the 2008 and 2009 plan 

years. This implies that the use of a matching 

contribution, at least for this group of plan 

sponsors, does not have any direct correlation 

to higher levels of plan participation. 

Approximately 34 percent felt that the 

reduction or complete elimination of the match 

would make it less likely that the tests would be 

passed in 2009, while 10 percent indicated that 

they felt the test results would improve in 2009 

(which correlates almost exactly to the 11 

percent of the companies who reported that 

their match would be increased during 2009).   

Safe harbor 401(k) p lans  

Does your 401(k) plan have a safe harbor 

feature with a matching contribution? 

Approximately one-third of companies with a 

matching contribution indicated that they 

currently offer a safe harbor 401(k) plan to 

their employees. Not surprisingly, 

approximately 48 percent indicated that their 

401(k) plan is not a safe harbor plan. For the 

other companies, the respondents were not 

sure whether their plan was a safe harbor plan 

or not.    
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Modification of m atching c ompany 

c ontributions for 2009 and potential 

impact of m odification on safe harbor 

401(k) p lan s 

Are you considering the reduction or 

elimination of your matching 

contribution? 

Approximately 27 percent of the companies 

that currently sponsor a safe harbor plan with a 

matching contribution indicated that they are 

considering the reduction or elimination of the 

matching contribution feature during 2009.  

This is slightly less than the general percentage 

of all respondents who are considering the 

reduction or complete elimination of the match 

during 2009 (29 percent), which is surprising, 

because in many cases a safe harbor match is 

more generous than a non-safe harbor match. 

In addition, there may be unique compliance 

issues that need to be considered in connection 

with the modification of a matching 

contribution under a safe harbor 401(k) plan, 

such as requirements to notify the plan 

participants and amend the plan.  

The responses to this question by industry were 

consistent with the responses to the general 

question regarding the potential modification to 

the matching contribution feature. Sponsors of 

safe harbor 401(k) plans in the health care and 

not-for-profit industries are less likely to modify 

the matching contribution feature, while 

sponsors of safe harbor 401(k) plans in the 

technology and retail/trade industries are more 

willing to change the match.    

Differences in responses by plan sponsors with 

safe harbor 401(k) plans were also noted 

depending upon revenue levels and employee 

population. As with the case of the responses 

by all companies, plan sponsors with higher 

revenue and larger workforces are more likely 

to modify the matching contribution under 

their safe harbor 401(k) plans than companies 

with lower revenue and smaller workforces.  
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Do you think that taking this action will 

have a negative impact on future plan 

participation? 

Approximately two-thirds of the companies 

with a safe harbor matching contribution plan 

felt that the reduction or elimination of the 

matching contribution feature during 2009 will 

have a negative impact on future plan 

participation. This is significantly higher than 

the general percentage of all respondents who 

are considering the reduction or complete 

elimination of the match during 2009 (only 34 

percent of all respondents felt that the 

modification of the match would make it less 

likely that the ADP/ACP tests would be 

passed during 2009). However, because in 

many cases a safe harbor match is more 

generous than a non-safe harbor match, it is 

logical that any changes to a safe harbor match 

would have more adverse participation 

consequences to the 401(k) plan.   

Automatic enrollment 401(k) p lans  

Does your 401(k) plan have an automatic 

enrollment feature with a matching 

contribution? 

Almost 37 percent of plan sponsors with a 

matching contribution currently have an 

automatic enrollment feature in their 401(k) 

plans. Not surprisingly, approximately 59 

percent of respondents reported that their 

401(k) plans did not provide for automatic 

enrollment. The fact that 37 percent of plan 

sponsors have an automatic enrollment feature 

may imply that auto enrollment plans are 

becoming more and more prevalent (and, for 

the respondents to this survey, are even slightly 

more popular than safe harbor plans).   
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Modification of m atching c ompany 

c ontributions for 2009 and potential 

impact of m odification on automatic 

enrollment 401(k) p lan s 

Are you considering the reduction or 

elimination of your matching 

contribution? 

Approximately 31 percent of the companies 

that currently sponsor an automatic enrollment 

401(k) plan indicated that they are considering 

the reduction or elimination of the matching 

contribution feature during 2009.  This is 

comparable to the general percentage of all 

respondents who are considering the reduction 

or complete elimination of the match during 

2009 (29 percent).   

Similar to the responses by companies with a 

safe harbor plan, the responses to this question 

by industry were generally consistent with the 

responses to the general question regarding the 

potential modification to the matching 

contribution feature. Sponsors of automatic 

enrollment 401(k) plans in the health care and 

not-for-profit industries are less likely to 

modify the matching contribution feature, 

while sponsors of automatic enrollment 401(k) 

plans in the technology and financial 

services/banking industries are more willing to 

change the match.   

Differences in responses by plan sponsors with 

automatic enrollment 401(k) plans were also 

noted depending upon revenue levels and 

employee population. As with the case of the 

responses by all companies, plan sponsors with 

higher revenue and, in certain cases, larger 

workforces are more likely to modify the 

matching contribution under their automatic 

enrollment 401(k) plans than companies with 

lower revenue and smaller workforces. 


