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With employees increasingly becoming aware they should be saving for retirement, 
as well as some recent legislative changes, this may be an especially good time for 
employers to promote the benefits of their 401(k) plan.

401(k) 101: 
Augmenting the Plan’s Role 
in Your Benefits Package
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F
or too many companies, the logistical, financial 
and human resources (HR) challenges of main-
taining an effective 401(k) program are simply 
an obligatory part of doing business. However, a 
program that can at times feel like a burdensome 

necessity can be leveraged into a value-added opportunity 
with a few strategic and operational changes.

By making these changes, companies can elevate an ex-
isting 401(k) program into an integral component of an 
overall benefits package. Raising the profile and growing the 
popularity of the 401(k) program can improve participation, 
increase contribution levels, and create a more positive and 
rewarding 401(k) experience for employees. The result is a 

potential boost to program enthusiasm and employee morale 
and, possibly, significant long-term financial benefits for em-
ployers and employees alike. 

When done correctly, even relatively subtle administra-
tive and structural changes can have a big impact. With sig-
nificant legislative changes regarding the administration and 
operation of 401(k) plans going into effect this year, there 
might never be a better time to make those changes. Consid-
er the impact of 75 million Americans opening their third- 
quarter retirement statements after the August 30 deadline 
and learning for the first time that there have been fees de-
ducted from their accounts for services they know nothing 
about.  Combine this with the plan sponsor fee disclosure 
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regulations effective July 1, 2012. This is 
the date when retirement plan service 
providers are required to fully disclose 
the services they provide, any conflicts 
of interest they have that can impact the 
plan, the level of fiduciary obligation 
they hold to the plan and a full disclo-
sure of fees and compensation they re-
ceive.  Both plan- and participant-level 
disclosure regulations are designed to 
increase awareness and improve deci-
sion making.

One of the silver linings stemming 
from the recent recession is a height-
ened awareness of the importance of 
wealth management and long-term 
financial planning. The combination 
of potentially receptive employees and 
employers—which will already be eval-
uating and examining their 401(k) pro-
grams as a result of the new regulatory 
changes—means that the opportuni-
ties for positive change are likely to be 
abundant.

Fundamentally, those changes need 
to be made in a way that will drive aware-
ness, engagement and participation.

Think Differently
A shift in mind-set is an important 

first step. Some industries and busi-
nesses already do a good job in this 
regard, and have begun thinking a bit 
differently about the role that a 401(k) 
program can play in a business plan.

Rather than a 401(k) program being 
an afterthought, it can be leveraged as a 
retention tool, as well as a mechanism 
to assist with attracting and recruiting 
new talent. The prominent role that a 
strong 401(k) plan can play as part of 
an overall benefits package is illustrated 
by the fact that, anecdotally, more em-
ployers are reporting heightened inter-
est in their 401(k) program as early as 
the initial interview with a prospective 
employee. It is not uncommon to hear 
that one of the first questions out of an 
applicant’s mouth is some variation of 
“Do you have a 401(k) program and do 
you offer a match?”

Employees are becoming more so-
phisticated, asking more detailed ques-
tions about matching percentages and 
payment schedules. Employers that are 
prepared with detailed and appealing 
answers to those questions will likely 
find themselves at an advantage when 
it comes to attracting and retaining top 
talent.

Get Creative With Incentives
With respect to 401(k) matching, 

some companies are creating a range of 
financial and performance incentives for 
employees that are tied to the program. 
For example, some organizations are 
setting out a list of quantifiable annual 
company goals and promising that in the 
event those goals are met, the company 
will pay X% of every dollar an employee 
puts into his or her 401(k) account.

Some employers are taking that a 
step further and establishing a more 
open-ended arrangement based on a 
sliding scale (i.e., “For every bench-
mark we reach above our stated goals, 
we will contribute an additional per-
centage on the dollar to the 401(k) 
matching program”).

This integration not only focuses in 
on collective performance and brings 
organizational goals to the forefront, 
it also provides team members clear 
incentives that are connected to those 
goals and creates greater synergies be-
tween individual and companywide 
performance. Such programs also en-
sure that the organization has the cash 
flow to meet agreed-upon matching 
levels—no small matter in a volatile 
and uncertain marketplace.

While there is a general trend away 
from matching programs that are set 
in stone and toward these more flex-
ible, incentive-based arrangements, 
some employers are experimenting 
with more dramatic solutions. A few 
companies have experienced positive 
results and have seen their overall av-
erage deferral numbers increase by 
keeping the question of annual bonuses 
or profit-matching agreements open-
ended. The way this works is that the 
employer does not decide until the 
end of the year whether the additional 

learn more >>
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What to Expect—and Require—From 401(k) Recordkeepers
For more information, visit www.ifebp.org/elearning.
401(k) Lessons Learned and Areas to Watch
by Cynthia Van Bogaert. International Foundation CD-ROM. 2011.
For more details, visit www.ifebp.org/books.asp?TW230.
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compensation will come in the form of a direct bonus or 
as a 401(k) matching sum. Because employees are not sure 
what will happen and where the money will go, they are un-
derstandably more motivated to contribute to their 401(k) 
program to ensure that they derive maximum benefit in the 
event that the end-of-year compensation comes in the form 
of a 401(k) match.

Be Strategic
One of the most effective ways to make a 401(k) program 

a more prominent piece of an overall benefits package is to 
think strategically about how that program is managed and 
administered. Even seemingly innocuous administrative de-
tails can have a significant impact on employee participation 
and program visibility, popularity and effectiveness.

For example, employers may want to coordinate the tim-
ing of annual raises, profit-sharing payouts or distribution 
of bonuses with opportunities to change 401(k) contribution 
levels, such as open enrollment windows. The effect is both 
practical and psychological—making it easier, both literally 
and figuratively, for employees to bump their contribution 
levels. Similarly, if a plan sponsor has 401(k) plan consul-
tants or financial professionals visiting the workplace, those 
visits perhaps could be scheduled with similar contribution-
oriented goals in mind.

Other strategic and operational details can provide a sim-
ilar stimulatory effect. Some companies are experimenting 
with reducing the contribution eligibility window for new 
employees from the traditional six to 12 months down to as 
little as three months. Employees who are allowed to begin 
contributing earlier are likely to become motivated to be 
more involved and invested in the program’s performance.

Other companies are taking some of the guesswork out of 
the equation and designing programs in which their employ-
ees can elect to devote a certain percentage of their annual 
bonuses directly to their 401(k) program.

Some alternative solutions may seem unorthodox, but 
can have a lasting positive impact on a 401(k) program. For 
example, some firms are encouraging employees to think dif-
ferently about the way they allocate funds toward health sav-
ings accounts (HSAs). HSAs and 401(k) plans have a number 
of structural and financial similarities. Companies may be 
able to boost 401(k) contribution levels by helping employ-
ees take a closer look at their anticipated health care expen-
ditures; it may make sense for them to take half of the money 

that would have gone into the HSA and instead invest it in a 
401(k). This often makes intuitive sense, as a relatively high 
percentage of retirement savings ultimately may be used to 
pay for health care-related costs, anyway.

One of the most important administrative decisions a 
company can make is to commit to meeting regularly with 
an experienced 401(k) program consultant. Annual strate-
gic meetings to review the existing structure and strategy, as 
well as employee demographics, and whether or not the cur-
rent program parameters are meeting the evolving needs of 
the company, are an essential part of a well-managed 401(k) 
program.

Educate and Communicate
The importance of clear communication has become al-

most a cliché but, like so many clichés, one that is based on 
an essential truth.  When it comes to helping employees un-
derstand and appreciate 401(k) programs, that truth is iron-
clad. The under-the-radar nature of 401(k) accounts, com-
bined with a range of complex administrative and financial 
details, can make these accounts a distant and even frustrat-
ing abstraction for many employees. Quality communication 
can close the gap between the theoretical and the hands-on, 
turn confusion into clarity, and help employees see the last-
ing value that can come from a robust and well-managed 
401(k) program.

Great communication starts on day one and involves 
being proactive and getting in front of new employees 
quickly. Long before employees are eligible to begin con-
tributing to their own individual accounts, they have had 
an opportunity to sit down with a professional advisor and 
begin thinking and planning strategically about how much 

takeaways >>
•   More prospective employees are asking about a company’s 401(k) 

program as early as their initial interview.

•   Integrating financial and performance incentives with employer 
contributions to 401(k) plans may bring organizational goals to the 
forefront.

•   As a way to increase 401(k) contributions, employers can time 
annual raises, profit-sharing payouts and bonuses to occur during 
open enrollment windows.

•   Employees may want to consider taking half of the money that 
would have gone into the HSA and instead invest it in a 401(k).
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to contribute. When the time comes to actually enroll, they 
are informed and engaged in the process and can hit the 
ground running.

Monthly or quarterly newsletters, intranet programs, and 
lunch-and-learns or other on-site visits from professionals 
can also help establish an informative framework of resources 
that not only gives employees a way to get their questions 
answered, but helps keep the 401(k) program top of mind.

Provide Resources
A simplistic message of “contribute more” is unlikely to 

resonate with the many employees who are already contrib-
uting the maximum amount they can afford to (or close to it). 
No matter how responsible or engaged employees are with 
their wealth management decisions, there is always more 

to learn. To make a 401(k) program a prominent part of an 
employer’s benefit package, it is important to help employ-
ees take maximum advantage of the benefits the 401(k) plan 
confers. One effective way to do so is to provide employees 
with advice from experienced 401(k) consultants and invest-
ment professionals—individuals who can deliver a broader 
range of more strategic and nuanced advice.

Professionals can help them add value in other ways. Em-
ployers may want to consider giving employees tools and re-
sources on subjects such as budgeting, financial planning and 
more sophisticated areas of wealth management beyond just 
the basics. Helping employees find answers to fairly simple 
questions (e.g., whether to lease or buy a car) can give them a 
better handle on their finances and help them make more in-
formed decisions and maximize their investment potential.

When choosing an objective third party to help educate 
employees, employers should be selective. Employees are un-
likely to respond to a “consultant” who clearly is attempting 
to push new products or investments.

When it comes to making a 401(k) program a more pow-
erful and popular piece of a benefits package, employers help 
themselves the most by helping employees. With the partici-
pant fee disclosure and other regulatory changes on the way, 
employees will need that help. This year, for the first time, 
there is going to be a great deal of detailed 401(k) program 
information in the hands of participants who likely will not 
immediately understand what they are looking at or what 
they need to do next. Employers can help employees work 
their way through the process and establish perceptions and 
behaviors that will lay the groundwork for a popular, effec-
tive and efficient 401(k) program for years to come. 
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Some companies are experimenting with reducing the contribution 
eligibility window for new employees from the traditional six to 12 
months down to as little as three months. Employees who are allowed 
to begin contributing earlier are likely to become motivated to be more 
involved and invested in the program’s performance.




