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A new generation is entering the workforce at a time when saving for retirement ■■

has become much more difficult.
At the same time, those workers who were poised to retire in the next decade have ■■

seen their retirement portfolios hit hard.
Though the challenge of saving for retirement could increasingly influence the ■■

career goals and decisions of workers of all ages, the steps HR professionals are 
already taking could improve employee retirement prospects in the years ahead.

Economists and retirement experts have 
argued for some time that most Americans 
are not saving enough for retirement. 
Yet the impact of the recession and the 
ensuing damage to many U.S. workers’ 
retirement savings has made the situation 
even more serious. The issue affects workers 
of all ages and is projected to intensify as 
more employees find themselves reaching 
retirement age with inadequate savings. As 
a result, HR professionals are preparing for 
the impact of a retirement crunch by both 
considering the potential implications it 
could have on the workplace in the coming 
years and by using new strategies to help 
employees save their money.

Though data on retirement savings 
among U.S. workers have consistently 
shown a pattern of inadequate retirement 
savings for many years, 2009 seems to 
have been a watershed year. The Employee 
Benefit Research Institute (EBRI) has been 
conducting research on retirement savings 

since the late 1970s. The 2009 EBRI 
Retirement Confidence Survey report found 
levels of confidence in workers’ ability to 
save enough for retirement to be at record 
lows, with only 13% of employees feeling 
very confident that they will have enough 
money for a comfortable retirement.1 

The most often cited reasons for this 
lost confidence are the recent economic 
uncertainty, inflation and the cost of living. 

A problem that spans the  
generations
Not surprisingly, a job loss or pay cut 
was found to almost always contribute 
to a loss of confidence among those who 
experienced one or both. One key outcome 
of this is that many workers expect to work 
longer because of the economic downturn 
and more workers are also planning to 
supplement their income in retirement by 
working for pay, with 72% of those surveyed 
planning to work after they retire.  
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Findings from a 2009 SHRM poll on retirement savings 
show that 67% of HR professionals reported that employees 
have lower confidence in the adequacy of their retirement 
savings compared with six months ago.2

The recession has had a widespread impact across all 
generations of workers. The timing could not have been 
worse for the 77 million in the Baby Boom generation. Not 
only did they see their retirement savings take a nose dive 
just as they were leading up to their retirement years, but 
many also lost their jobs in the middle of their peak earning 
years when they should have been in the best position to 
make their biggest contributions to their retirement savings. 
Research by the Bureau of Labor Statistics (BLS) has also 
found that Baby Boomers are out of work longer than 
younger workers—22 weeks on average, compared with 
only 15 weeks for jobseekers in the 20- to 24-year-old age 
group.3

Wages and cost of living
Wages for all workers have also been affected by the 
recession, and the difference in the average length of 
unemployment could potentially be explained by a 
perception among employers that younger workers are 
willing to work for lower compensation. The 2009 labor 
market has been particularly weak for new graduates, many 
of whom are entering the workforce at lower wages than 
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previous graduates. Findings from the National Association 
of Colleges and Employers (NACE) confirm that starting 
salary offers to new college graduates have fallen. Its fall 
2009 Salary Survey report showed that 2009 graduates 
with bachelor’s degrees received an average starting salary 
offer that was 1.2% below the average of their Class of 2008 
counterparts.4 The normal pattern is for salaries to increase 
year over year, and even in a downturn, compensation 
growth, while it may stagnate, rarely decreases. The findings 
correspond to a similar trend from SHRM’s Leading 
Indicators of National Employment® (LINE®), which has 
shown that new-hire compensation rates have been in decline 
for more than a year.5 The wage hit among both new college 
graduates and new hires in general indicates that many 
jobseekers are opting to gain a foothold into the labor market 
rather than hold out for higher salaries. This is especially true 
for jobseekers who have been out of work for an extended 
time period. These long-term unemployed jobseekers of 
all ages may be increasingly willing to accept jobs at lower 
compensation levels than they would have prior to the 
recession. 

Employer surveys on pay trends for 2010 by benefits 
consultants Watson Wyatt Worldwide forecast a median 
increase in base pay of approximately 3%.6 However, if 
unemployment levels continue to be high, this is likely to put 
downward pressure on wages for some time. If wage increases 

 

Table 1: In the past 12 months, has there been an increase, decrease or no change in the number of employees…

 InCrEASE DECrEASE nO ChAngE

2008 2009 2008 2009 2008 2009

Planning to extend their retirement date due to the 
recession

– 68% – 0% – 32%

Reducing their 401(k) contribution – 67% – 2% – 31%

Suspending contribution to their 401(k) – 62% – 2% – 36%

Asking for advances on their 401(k) savings 39% 49% 3% 1% 59% 50%

Requesting more guidance and information specific 
to investing/retirement planning

– 47% – 1% – 52%

Reporting losing their homes (due to foreclosure/
inability to pay rent, other reasons)

14% 30% 0% 0% 86% 70%

Having their wages garnished by collection agencies 26% 26% 6% 1% 68% 73%

Not rolling over their 401(k) savings after 
employment termination

– 21% – 3% – 76%

Cashing out (i.e., prematurely before reaching 
retirement age) their 401(k) savings completely

– 18% – 0% – 81%

Asking for advances on their wages 20% 16% 2% 1% 77% 83%

Increasing their 401(k) contribution – 10% – 35% – 55%

Note: Respondents who answered “Don’t know” were excluded from this analysis. A dash (—) indicates that this particular option was not available in 2008.
Source: The U.S. Recession and Its Impact on Employee Retirement SHRM Poll
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remain on hold or many companies delay reinstating 401(k) 
contributions or matches, many workers trying to save more 
for retirement will need to offset lower wages by reducing 
their expenditures. Yet, finding ways to make these cuts will 
be equally challenging. Whereas Baby Boomers’ attention 
may be more focused on the accumulated savings they lost 
during the recession, many young workers are concerned 
about the rise in living costs that is 
making it more difficult for them to 
even begin saving in the first place. 
The EBRI 2009 Retirement Confidence 
Survey results showed that workers are 
growing more worried about paying 
for basic living costs. For young people, 
rising housing, education and child 
care costs are key concerns, and workers 
of all ages are concerned about health 
care expenses. Only 13% of the workers 
surveyed in the EBRI survey felt 
confident that they would have enough 
to pay for medical expenses, and among 
current retirees, only 25% said they felt 
very confident about being able to cover 
all of their health care costs.7

A cautious workforce
There are signs that anxiety about 
financial insecurity is wielding greater 

influence over decisions both in and out of 
the workplace. Having experienced heavy 
losses to 401(k) accounts in the financial 
markets, many employees are becoming 
more cautious about the way they save for 
retirement and more workers appear to 
be getting involved in financial planning. 
Government data also indicate that many 
workers are putting off major life decisions 
until the economy recovers. 

For example, the EBRI survey found 
that along with trying to reduce their 
expenses, many employees are changing 
the way they invest and 38% are working 
more hours or have taken a second job. This 
means that employers may find that the 
number of workers with multiple jobs could 
increase even as overall unemployment 
levels remain high. The SHRM retirement 

poll found that employees are getting more involved in the 
management of their retirement plans.8 Clearly, a lack of 
retirement savings could influence whether and how long 
older workers delay retirement. If large numbers of Baby 
Boomers remain in the workplace beyond retirement age, it 
could influence the career trajectory of the generations that 
follow them, potentially making it more difficult to advance 
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Table 2: What, if any, action related to employee investments/retirement planning 
is your organization MOST LIKELY to take in the coming months in light of the 
current financial challenges to the U�S� economy? 

2008 (n = 205) 2009 (n = 495)

Offer educational literature, presentations, etc. 
specific to investing/retirement planning in the 
climate of current financial challenges

83% 72%

Implement/revise investment policies for company 
401(k), pension assets, etc. 21% 20%

Change investment management companies (e.g., 
for organization's 401(k), pension plan, etc.) 11% 13%

Offer additional investment options for employees 
(e.g., other than 401(k), pension plan, etc.) 7% 10%

Suspend investments in mutual funds that are 
determined to be particularly risky 6% 8%

Other 6% 9%

Note: Respondents who answered “Not applicable” were excluded from this analysis. Percentage does not total 
100% as multiple response options were allowed.

Source: The U.S. Recession and Its Impact on Employee Retirement SHRM Poll

 

Figure 1: Very Important Benefits Aspects

Note: Figure represents those who answered “very important.” Percentages are based on a scale where 1 = “very unimportant” 
and 4 = “very important.” 

Source: 2009 Employee Job Satisfaction: A Survey Report by SHRM
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up the career ladder. Younger workers, many of whom are 
already in debt and finding it difficult to pay off student loans, 
may be more likely to put off obtaining advanced degrees. 
This could, in turn, influence the availability of certain kinds 
of skilled workers in the coming years. 

Findings from the annual American Community Survey 
and other U.S Census data from 2009 also show that 
the recession has had a significant impact on a range of 
demographic issues in the United States. Many of these trends 
are most likely to influence younger workers. The Census 
data found that three-quarters of men in their 20s and 
two-thirds of women in that age range have never married.
Many are putting off marriage until they are more financially 
stable or have finished their education.9 The National Center 
for Health Statistics reports that the marriage rate steadily 
declined from 2000 to 2007, while the divorce rate has risen, 
though there is anecdotal evidence that some people are 
actually postponing divorce until the economy recovers.10 
Some demographic data analysts believe the recession may 
also be influencing the birth rate, which also declined from 
2007 to 2008. Finally, the recession is also likely influencing 
immigration patterns. The foreign-born population slipped 
to fewer than 38 million after it reached an all-time high in 
2007, due mainly to declines in immigration from Mexico 
to the states of Arizona, Florida and California. Overall 
mobility is at a 60-year low, with fewer Americans migrating 
to the previously booming Sunbelt states. All of these 
demographic trends may influence the workplace, including 
where businesses locate, how employees access benefits and 
even how long an average commute is : Census data showed 
that commuting times are on the rise as jobseekers are more 
willing to endure longer commutes and fuel costs for the 
chance of full-time employment.11

how hr is responding
Because of their central role in helping 
employees manage both their retirement 
savings and their future career plans, HR 
professionals are well-positioned to have a 
valuable insight into how these challenges are 
influencing employees in their organizations. 
The SHRM retirement poll found that 68% 
of HR professionals reported an increase in 
the number of employees planning to extend 
their retirement date, 67% saw an increase in 
employees reducing their 401(k) contributions 
and 62% reported an increase in employees 
suspending contributions to the 401(k) plans 

(see Table 1). These findings are concerning because they 
suggest that just at the moment when employees need to be 
saving more, other factors are leading them to reduce their 
savings or even stop saving altogether.12

Employees of all ages highly value retirement benefits, 
perhaps more than many HR professionals realize. The 
SHRM 2009 Employee Job Satisfaction survey report found 
that the percentage of employees who listed both defined 
contribution and especially defined benefit plans as “very 
important” to their job satisfaction was higher than the 
percentage of HR professionals who predicted that these 
benefits would be very important to employees (see Figure 
1).13 Organizations that continue to look for ways to help 
employees save for retirement, despite economic pressures, are 
therefore likely to be rewarded with higher levels of employee 
job satisfaction.

In July 2009, SHRM brought together a group of 
retirement experts, made up of HR practitioners, academics 
and retirement policy analysts, to examine the most pressing 
issues surrounding retirement. Despite a wide range of 
backgrounds and views among the participants, there were 
a few key areas of agreement on what what is needed to help 
employees save for retirement:14

 Maintain the central role of employers. 

 Target specific solutions to specific segments  
of employers and employees.

 Focus on those who are left out of the current retirement 
system.

 Promote financial literacy through education.

 Strongly encourage the use of auto enrollment. 

 

Table 3: Does your organization automatically enroll its employees in your 
organization’s defined contribution retirement savings plan (e�g�, 401(k)), meaning 
that employees are placed into the plan unless they opt out? 

2006 (n =347) 2009 (n = 510)

Yes, employees are automatically enrolled into 
our organization’s defined contribution retirement 
savings plan 

19% 38%

No, but we plan to implement within the next 12 
months

9% 4%

No, employees are not automatically enrolled into 
our organization’s defined contribution retirement 
savings plan 

72% 58%

Note: Excludes respondents who answered “Not sure” and “N/A, my organization does not offer defined 
contribution retirement savings plan.”

Source: The U.S. Recession and Its Impact on Employee Retirement SHRM Poll
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There was general agreement that one of the most 
effective things that employers can do to help the most 
at-risk employees is to implement an automatic enrollment 
program for retirement saving. There seems to be a growing 
acknowledgment among researchers, practitioners and 
government policy makers of the effectiveness of positioning 
401(k) programs as “opt-out” rather than “opt-in.” This may 
be why even though a lower percentage of HR professionals 
were offering financial education to employees in 2009 
compared with 2008, the percentage of organizations that are 
implementing automatic enrollment seems to be growing (see 
Tables 2 and 3). And even though more employers are also 
increasing the default percentage that goes into their automatic 
enrollment plans, and in spite of the economic challenges 
many employees have experienced during the recession, HR 
professionals report that very few employees have opted not to 
participate in the plan (see Tables 4 and 5). 

Retirement experts believe the widespread adoption of 
automatic enrollment may be particularly beneficial for lower-
income workers and for younger employees who are likely to 
begin saving earlier as a result. New rules making it easier 
for small businesses to let workers automatically enroll in 
Individual Retirement Accounts (IRAs) and 401(k) retirement 
plans may increase the number of organizations utilizing such 
plans. 

Another factor that experts seem to agree must be addressed 
is making employees more aware of how much they will 
need to save in order to retire. The 2009 EBRI Retirement 
Confidence Survey report showed that many workers still do not 
have a good idea of how much they need to save for retirement. 
Only 44% of respondents said that they and/or their spouse 
have tried to calculate the amount they will need to save 
by the time they retire. The exact same percentage, 44%, 
reported that they simply guess at how much they will need 
for a comfortable retirement.15 Along with the instability of 

 

Table 4: In your automatic enrollment plan, what is the default 
percentage of salary that is deferred? 

2006 (n = 65) 2009 (n = 189)

Less than 2% 21% 21%

2 to 4% 54% 68%

5 to 7% 10% 9%

8% or more 16%        2%

Note: Percentage does not total 100% due to rounding. Only respondents whose 
organization automatically enrolled employees in defined contribution savings plan were 
included.

Source: The U.S. Recession and Its Impact on Employee Retirement SHRM Poll

 

Table 5: Of the employees automatically enrolled in your defined 
contribution retirement savings plan, approximately what 
percentage has opted out or chosen not to participate?

2006 (n = 65) 2009 (n = 180)

Less than 1% 60% 51%

1 to 2% 22% 26%

3 to 4% 8% 13%

5% or more 10% 10%

Source: The U.S. Recession and Its Impact on Employee Retirement SHRM Poll
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financial markets, HR professionals believe the biggest threat 
to the retirement savings of the employees at their organization 
is that employees are simply not saving enough (see Figure 2). 
Encouraging employees to take a more deliberate approach 
to calculating the amount they need to be saving is therefore 

another simple but important step that 
many HR professionals are taking in 
their organizations.

Conclusion
The challenges employees are facing 
when it comes to saving for retirement 
are not likely to let up soon. But 
HR professionals are continuing 
to find ways to help the employees 
in their organizations make better 
decisions about saving and start saving 
earlier by encouraging employees to 
calculate their retirement saving needs 
and goals, switching to automatic 
enrollment and offering financial 
planning classes and resources.  With 
most experts agreeing that employers 
will continue to play a prominent role 
in retirement planning and funding, 
HR professionals will also remain 

deeply involved in the issue of retirement. Their insight into 
what employees are going through and what solutions seem to 
work best on the ground will make HR professionals a valuable 
source of ideas and practical answers both at the organizational 
level and within the broader debate on retirement policy.
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Figure 2: What do you see as the biggest threat to the retirement savings of employees at 
your organization?

Source: 2009 Employee Job Satisfaction: A Survey Report by SHRM
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