
Payroll and a 401(k) Plan 
Go Better Together

This white paper is an overview of using one information-
technology platform to process payroll and to administer 
401(k) retirement accounts.
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Integrated payroll and 
retirement plan systems use 
one information-technology 
platform to process payroll 
and to administer 401(k) 
retirement accounts . . . They 
save time and money and 
help ensure greater accuracy.
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In addition to providing a 
recruiting and retention 
boost, 401(k) plans allow tax 
advantages to businesses . . .
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“Payroll-integrated 401(k) 
plans get high marks from 
companies that utilize them. 
They cite the significant 
time savings, administrative 
ease, and better processing 
accuracy as their key 
advantages. But, in addition  
to fewer mistakes and 
improved productivity, 
employers with payroll-
integrated 401(k) plans 
also claim higher employee 
satisfaction and lower stress 
levels as ancillary benefits.”
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Questions of Time
In addition, business owners should consider these questions:
•  How much vendor contact is required to complete specific tasks? Integrated 

payroll systems take only a few minutes each pay period with one vendor.
•  How much time is needed with employees to update beneficiaries,  

change salary deferrals, and other tasks? A good payroll-processing  
agency can provide online tools and telephone access for employees to do 
it themselves.

•  How much time do employees spend making 401(k) adjustments using 
methods such as paper forms that must be routed back to HR? What does 
that cost the company?

•  How much time is spent gathering payroll data related to 401(k) 
contributions?

•  How much time is spent inputting data on a 401(k) vendor’s Web site? 
•  What is the potential cost of a keying error, and what does it cost to find 

and correct errors?

DIY or Outsource?
Business owners can evaluate the potential effectiveness of payroll 

integration by considering the time and expense needed to accomplish 401(k) 
administrative tasks.

Small businesses cite time savings of four or more hours per payroll period 
based on integration of payroll and 401(k) data.2 This is equivalent to over 100 
hours, roughly two and a half weeks, in time savings a year through automation.

This chart shows major tasks required each pay period. Insert your time 
expenditures to estimate potential time recovered through outsourcing for  
your firm.

401(k) plan administrative task Estimated time required per pay period
Tracking employee eligibility.

Enrolling and communicating with employees.

Keeping records of employee and employer contributions.

Calculating employee contributions.

Depositing employee contributions.

Filing appropriate reporting forms with government agencies.

TOTAL HOURS

By outsourcing 401(k) administration, the only tasks remaining for businesses 
is reporting payroll data each pay period, reviewing reports, and compliance 
testing. What’s more, the extra available hours can be applied to revenue-
generating activities that help the business grow.
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Small businesses cite time 
savings of four or more  
hours per payroll period 
based on integration of  
payroll and 401(k) data.2  
This is equivalent to over  
100 hours, roughly two and a 
half weeks, in time savings  
a year through automation.
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[The] seamless flow of 
bidirectional data improves 
both accuracy and time 
savings for the plan sponsor.
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