
Benchmarking Insights for Retirement Plan Sponsors

REVEALING 
THE IMPACT

Sponsors and Employees 
Weather the Storm



Compass to Guide 2010 Planning

Reviewing your organization’s retirement plan? You’re not alone.  

To help you make the right choices, we’ve gone beyond the usual 

reporting by looking closely at how plan sponsors’ decisions 

about 401(k) plans have varied depending on a range of factors 

since the financial crisis. Different industry sectors have taken 

different actions, as have organizations with different numbers of 

plan participants. This kind of data will help you see what people 

in companies like yours are doing, giving you insight on where 

employees need encouragement and how you can keep your plan 

competitive. Most of all, it shows that the impact of the downturn 

on retirement plans has been surprisingly mild.

How Schwab Can Help
Different industries reacted to the downturn in  
different ways. Schwab’s segmented approach  
to benchmarking gives retirement plan decision- 
makers fresh perspectives to help guide their  
decisions about workplace retirement plans.  
Contact your Schwab representative, call  

877-456-0777 or visit us at scrs.schwab.com  
to get benchmarking reports for your industry.

Only           of sponsors  
suspended matching 
contributions despite 
the economic downturn

9% 
Our Approach to  
Benchmarking Analysis

This report focuses on data from a group of about 

650 Schwab retirement plan clients. It’s based on 

an examination of plan activity from 2007 through 

July 31, 2009, with the data segmented by plan size, 

industry and auto-enrollment features.



Industry Plans
% Contributed 
Match 2007

% Contributing 
Match 2009

% Suspending 
Match 7/31/2009 

% Reducing Match 
7/31/2009

Consulting/Bus. Serv. 45 87% 83% 4% 11%

Banking/Financial Serv. 87 76% 68% 8% 5%

Engineering 28 75% 69% 7% 14%

Healthcare 18 78% 83% -6% 0%

Legal 64 58% 50% 8% 3%

Manufacturing 138 83% 63% 20% 8%

Mining /Oil/Gas/Chemicals 36 86% 81% 6% 14%

Physician Group 94 63% 63% 0% 6%

Retail 19 84% 68% 16% 11%

Technology 33 85% 79% 6% 6%

Wholesale 25 80% 80% 0% 12%

Total 664 78% 69% 9% 8%

2 Schwab client employer matching contribution decisions were measured from 12/31/2007 through 7/31/2009.

1  Getting Retirement Savings Back on Track: Employer Views on the 401(k) and Financial 
Education in the Workplace, survey by CFO Research Services in collaboration with 
Charles Schwab in 2009.

Employer decisions about matching contributions 
also varied significantly by plan size. While sponsors 
with mid-size programs were most likely to suspend 
matching benefits, larger programs tended to 
reduce matching funds. From what sponsors have 
told us, the decision to reduce contributions rather 
than suspend them was driven by the need to keep 
benefits packages competitive.

EmployEr maTch DEcisions by inDusTry sEcTor2

Plan Size by Number 
of Participants

Plans
% Contributed 
Match 2007

% Contributing 
Match 2009

% Suspending 
Match

7/31/2009

% Reducing 
Match

7/31/2009

1 - 99 131 58% 54%   4%  3%

100 - 499 274 79% 71% 8% 10%

500 - 999 96 85% 70% 15% 3%

1,000 - 2,499 101 86% 76% 10% 9%

2,500 or more 62 87% 81% 6% 13%

Total 664 78% 69% 9% 8%

EmployEr maTch DEcisions  
by plan sizE2

Impact on Employer  
Matching Contributions
With the global financial crisis, many employers faced 
difficult expense management decisions. Many saw the 
costs associated with 401(k) programs, particularly 
matching contributions, as potential savings opportunities.

From 2007 plan year-end through July 31 of 2009, only 9% 
of plan sponsors stopped contributing matching funds,
and nearly all of them said that the suspension was 
temporary. An additional 8% of sponsors simply reduced 
their overall matching contribution levels in various ways. 
Many firms see retirement savings as a critical financial and 
psychological benefit for their employees.1

 
For more information on match trends, ask us for the article 
The Employer Match: Why It Matters (October 2008).

Decisions regarding 
employer matching 
contributions varied 
dramatically by 
industry

The Biggest Impact:  
Industry Sector Makes  
the Difference
While the overall number of suspensions and reductions 
is small, the data makes it clear that sponsors in different 
industries faced different economic challenges. Sponsors in the 
Manufacturing and Retail sectors were most likely to suspend 
their match: more than 15% of them did so. On the other hand, 
none of the sponsors in Healthcare, Physician’s Groups, and 
Wholesale sectors suspended their matching contributions, 
and only a few reduced them. See the chart below comparing 
matching contributions before and after the crisis.



Impact on Employee  
Participation Rates

The economic downturn had a significant financial effect on 
employees due to salary and staffing reductions, mortgage  
debt issues and lower investment returns. In conversations  
with us, many plan sponsors voiced concerns that these 
realities might have a negative effect on employees’ retirement 
savings. They speculated that more participants would need 
to raise their immediate income by either stopping deferrals to 
401(k) plans or reducing their savings levels. However, most 
sponsors have been pleasantly surprised to learn that far from 
dropping out of retirement plans, more people actually signed 
on—overall participation rates increased in 2008 by 4%. The 
chart below shows rates of participation according to the 
number of participants.

Auto  
Enrollment 
Program?

Number of 
Plans

2007  
Participation 

Rate

2008  
Participation 

Rate

Yes 158 77% 84%

No 377  71% 74%

Total 535 73% 77%

parTicipaTion raTEs basED on plans  
wiTh auTomaTic EnrollmEnT1

parTicipaTion raTEs basED on  
numbEr of parTicipanTs in plan1 

Delayed Impact:
Participation rates and savings 
levels may decrease for plans 
that suspend or lower the 
employer match permanently

Plans with automatic enrollment programs produced even 
better participation results. But whether or not automatic 
enrollment was offered, participation rates increased 
across the board, and current trends indicate that we’ll 
continue to see increased participation through year’s end.

Plan Size by Number 
of Participants

Plans
2007  

Participation Rate 
2008  

Participation Rate 

1 - 99 98 73% 75%

100 - 499 224 74% 76%

500 - 999 83 71% 88%

1,000 - 2,499 77 73% 78%

2,500 or more 53 69% 69%

 Total 535 73% 77%

4%           overall  
increase in 401(k)  
plan participation  
in 2008

Impact on Employee  
Savings Levels

The good news is that employees have stuck with their 401(k)s.  
The better news: they continued to contribute to their accounts 
at almost the same level as in 2007, moving from an average  
of 7.14% in that year to 7.03% in 2008. Participants showed 
much of the same behavior even in plans with suspended 
or reduced matching contributions. However, based on 
previous benchmarking analysis2, if plan sponsors make the 
suspensions and reductions permanent, savings levels may 
decline over the next year. 
2The Employer Match: Why It Matters, Charles Schwab 2008.

1 Schwab client participation rates were measured from 12/31/2007 through 7/31/2009.



Year
 % of Participants  

Taking a Loan
 % of Participants 
Taking a Hardship

2008 5.67% 0.91%

2007 5.91% 0.80%

parTicipanT loan anD harDship DEcisions

The economy drove two trends in investing:  
more participants are moving to managed solutions, 
and others are moving their future allocation to fixed 
income investments

Impact on Loans and Hardships

Many plan sponsors have expressed worry that with money in short supply, participants would 
weaken their retirement savings by taking loans and hardships against their 401(k) accounts. 
Generally, sponsors were pleased to find that the percentage of participants taking loans in 
2008 was actually lower than in 2007, while the percentage of participants taking a hardship  
in 2008 increased so slightly as to be statistically insignificant.

Impact on Employee 
Investment Decisions 
for Existing Balances

The economic downturn had a major impact on all investors. 
Our benchmarking analysis showed that the average 401(k) 
participant experienced a loss of 26.99% in their personal 
rate of return for 2008. However, even when faced with lower 
short-term returns, comparing participant asset holdings 
at the beginning and the end of 2008, on average there 
was only a 7% change in the allocations of their current 
balances. Investors mostly shifted their holdings from large 
cap (-4.52%) and international holdings (-2.28%) to stable 
value (2.90%) and fixed income (3.79%) options. Also of note, 
one quarter of all participants at Schwab have their existing 
assets held in some form of managed account solution, up 
6% from one year ago.

Impact on Employee 
Investment Elections 
for Future Contributions

More significantly, among participants who had an election 
at the beginning of 2008, 23% had their future contribution 
elections changed. Overall, those changes shifted a good 
portion (25%) of their allocations from equity investments 
to stable value and fixed income investments. 

For plan sponsors, this should ring a cautionary bell. The 
shift in future dollars combines with existing balances 
in conservative investments, so plan sponsors have an 
opportunity to review with participants the appropriateness 
of a portfolio so heavily weighted in fixed income, 
particularly for the younger investor.
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The Overall Impact
The economic crisis of 2008 was serious – it affected participant account balances and 
prompted some to move their money to more conservative investments. However, taking 
a step back, the overall impact on retirement plan features and participant behaviors was 
relatively slight. While some plan sponsors had to make the difficult decision to suspend 
or reduce employer matching contributions, employees have not yet changed most of their 
savings behaviors. Sponsors who decide to reinstate their previous matching policies could 
expect increased participation and a rise in saving levels into 2010.

Most significantly, we’ve seen how different industries reacted to the downturn in different 
ways, how large companies and small companies differ in their approach to 401(k)s and how 
participants are tending to favor either managed solutions or more conservative investments. 
Our goal here has been to give you a compass that will help guide your 2010 planning.

more information and industry reports
Other firms are actively using the insights from this and other Schwab studies to understand the impact that business factors and plan 
design features have on their plans’ costs and participant deferral rates, as well as on their ability to attract and retain the best employees 
with competitive retirement plans. If you have questions about this report, or would like to see a benchmarking report for your own industry, 
demographics or situation, give us a call. We’ll be happy to delve into our data to help you make more informed decisions for the future.  
Call us: 1-877-456-0777 or visit scrs.schwab.com.


