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Common ways to increase savings 
plan participation 
 Matching contributions 
Modest effects estimated 

 Automatic enrollment 
Large effects 
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Automatic enrollment without a 
match 
 Automatic IRA proposal 
 To date 
All automatic enrollment companies studied 

have also offered a match 
 High participation without a match? 
Yes: Inertia 
No: Decreased incentive to contribute 
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Our empirical methodology 

 Approach 1: Regime change at 1 
automatic enrollment firm 
Before: Match 
After: No match + non-contingent employer 

contributions 
 Approach 2: 9 firms with automatic 

enrollment 
 Identification: match variation within and 

across firms 
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Results summary 

 Modest effect 
 50% match up to 6% of pay → no match 
5 - 11 percentage point decrease in 

participation 
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Regime change at one AE firm 
 Large company in information sector 
 Default: 3% of pay into money market 
 1 year service requirement to get match 

 25% match on contrib. 
up to 4% of salary 

 Max employee contrib: 
25% of salary 

Until 12/31/03 
 No match 
 Non-contingent employer 

contrib: 4% of salary 
 Non-guaranteed profit-

sharing contribution  
 5% of salary in ’04, ’05 

 Max employee contrib: 15% 
of salary 

Starting 1/1/04 
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Sample selection 
 Full-time employees 
 Not “highly compensated” 
 “Match cohort” 
Hired 1/1/02 – 6/30/03 

 “Non-match cohort” 
Hired 1/1/04 – 6/30/05 

 Employed at least 6 months at firm 



8 

Summary statistics (Table 1) 

Match cohort Non-match  
cohort t-stat 

% female 51.5% 45.7% 1.47 

Average age 33.21 31.83 2.07 

Annual salary (2004 $) $49,167 $40,343 2.93 

Sample size 293 352 
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First-pass results, 6 months of 
tenure 

Match cohort Non-match  
cohort t-stat 

Participation rate 89.1% 80.7% 2.95 

Avg. employee 
contribution rate 3.60% 2.89% 3.01 

Avg. employee 
contribution rate 
(participants only) 

4.04% 3.58% 1.86 
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Regression results (Table 2) 
Participation 

(OLS) 
Participation  

(OLS) 
Employee 

contrib. (tobit) 
Employee 

contrib. (tobit) 

Match cohort 0.0670* 
(0.0284) 

0.0603* 
(0.0271) 

0.6769* 
(0.2725) 

0.6394* 
(0.2679) 

Female 0.0750** 
(0.0284) 

0.0353 
(0.0275) 

0.5159* 
(0.2738) 

0.3860 
(0.2720) 

Age 

  Years 0.0003 
(0.0019) 

0.0056 
(0.0181) 

  Linear spline No Yes No Yes 

Income (2004 $) 

  $1000s 0.0014** 
(0.0004) 

0.0214** 
(0.0040) 

  Linear spline No Yes No Yes 
* Significant at 5% level 
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Discussion 

 Total drop = match removal effect + non-
contingent contribution addition effect 

 Non-contingent effect > 0 
 Therefore, total effect is upper bound on 

match removal effect 
 Also probably upper bound on non-

contingent participation effect 



12 

Automatic enrollment and matching 
at 9 companies 
 Sample: 2002-2005 
 Match rate range 

 No match 
 133% match on first 6% of pay contributed 

 2 companies changed match rate in sample 
 25% match on first 4% of pay contributed 

→ 0% match (previously analyzed) 
 60% → 62% → 65% on first 7% of pay contributed 
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Participation rate vs. maximum 
employer match amount 
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contribution

		Contribution Rate				Number Before		Number After				Fraction Before		Fraction After

		0				32		68				0.1092150171		0.1931818182

		1				7		6				0.023890785		0.0170454545

		2				2		1				0.0068259386		0.0028409091

		3				208		241				0.7098976109		0.6846590909

		4				5		4				0.0170648464		0.0113636364

		5				6		8				0.0204778157		0.0227272727

		6				10		6				0.0341296928		0.0170454545

		7				4		1				0.0136518771		0.0028409091

		8				2		2				0.0068259386		0.0056818182

		9				0		2				0		0.0056818182

		10				6		8				0.0204778157		0.0227272727

		11				1		0				0.0034129693		0

		12				2		0				0.0068259386		0

		13				0		1				0		0.0028409091

		15				2		4				0.0068259386		0.0113636364

		20				1		0				0.0034129693		0

		21				1		0				0.0034129693		0

		25				4		0				0.0136518771		0

		0%				32		68				0.1092150171		0.1931818182

		1-2%				9		7				0.0307167235		0.0198863636

		3%				208		241				0.7098976109		0.6846590909

		4%				5		4				0.0170648464		0.0113636364

		5-7%				20		15				0.0682593857		0.0426136364

		8-10%				8		12				0.0273037543		0.0340909091

		11-15%				5		5				0.0170648464		0.0142045455

		>15%				6		0				0.0204778157		0





match

		Company ID		Match Amount				Participation Rate		Predicted Participation Rate				Participation Rate		Predicted Participation Rate				Adjusted Participation Rate		Predicted Adjusted Participation Rate				Adjusted Participation Rate		Predicted Adjusted Participation Rate

		695		0.045				0.9246656		0.900219				0.9345676		0.920339				0.8994765		0.899415				0.9126244		0.9110005

		1442		0.042				0.9137678		0.8920044				0.9139706		0.9091364				0.8929861		0.892674				0.9074916		0.9056338

		1924		0.03				0.8001693		0.859146										0.8777883		0.86571

		2215		0.06				0.9515528		0.941292				0.9620743		0.976352				0.9679167		0.93312				0.9603016		0.937834

		2363		0.042				0.8753173		0.8920044				0.8918761		0.9091364				0.8856144		0.892674				0.9088002		0.9056338

		2363		0.0434				0.8627451		0.89583788				0.885342		0.91436428				0.8731011		0.8958198				0.8910974		0.90813826

		2363		0.0455				0.8694375		0.9015881				0.882065		0.9222061				0.8676189		0.9005385				0.8868974		0.91189495

		2430		0.036				0.8631757		0.8755752				0.8631757		0.8867312				0.902402		0.879192				0.9201816		0.8949004

		3265		0				0.7468106		0.777				0.7468106		0.7523				0.7976941		0.7983				0.8146872		0.8305

		3265		0.01				0.7930015		0.804382				0.7978142		0.789642				0.8507197		0.82077				0.8732439		0.848389

		5749		0.06				0.7807487		0.941292										0.8292609		0.93312

		7046		0.0798				0.9456361		0.99550836										0.9910848		0.9776106

								0.0798		0.99550836				0.06		0.976352				0.0798		0.9776106				0.06		0.937834

								0.0815		1.0001633				0.0664		1.00025088				0.0898		1.0000806				0.09		0.991501
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Calibration 

 Common matching structure: 50% on first 
6% of pay contributed 

 Participation drop from eliminating this 
match under automatic enrollment 

Full sample, no controls 8.35% 
Full sample, with demographic controls 6.60% 
Sample with demographic data, no controls 11.26% 
Sample with control data, with demographic 
controls 

5.34% 
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Conclusion 

 Dropping match from automatic enrollment 
→ only modest drop in participation 

 Crowd-out effect from non-contingent 
contributions is modest 

 Automatic enrollment can be successful in 
contexts where match is not feasible 


	The Impact of Employer Matching on Savings Plan Participation Under Automatic Enrollment
	Common ways to increase savings plan participation
	Automatic enrollment without a match
	Our empirical methodology
	Results summary
	Regime change at one AE firm
	Sample selection
	Summary statistics (Table 1)
	First-pass results, 6 months of tenure
	Regression results (Table 2)
	Discussion
	Automatic enrollment and matching at 9 companies
	Participation rate vs. maximum employer match amount
	Calibration
	Conclusion

