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In our latest survey, Mercer 
sought to identify trends among 
institutional investors on the 
topic of outsourcing investment 
management responsibilities. 
Results and findings of the survey, 
which ran from August 1 through 
September 18, 2020, were based on 
the views and opinions of individuals 
responsible for the management and 
oversight of defined contribution 
plans, defined benefit plans, 
endowments, foundations and 
other institutional asset pools.

Executive summary
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Survey respondents’ top concerns 
include reducing fiduciary risk, 
improving investment performance 
and reducing fees. 

Based on survey results, the COVID-19 pandemic had 
no material impact on respondents’ top concerns. 
The leading concerns before and after the height of 
the pandemic remain 1) reducing fiduciary risk and 2) 
improving investment performance. Not surprisingly, 
improving governance rose the most among the top 
concerns, as any critical market event can give fiduciaries 
cause to reevaluate their governance structures.

In fact, improving the oversight and governance 
of institutional assets is a commonly cited benefit 
of investment outsourcing. A growing number of 
institutional investors have welcomed the involvement 
of an outsourcing provider as a way to share fiduciary 
responsibility. It also allows those individuals at the 
organization who oversee the asset pool to focus on 
activities where they can add the most value, especially 
if investment expertise is limited or lacking in particular 
areas (for example, alternatives, asset allocation or ESG).

What are institutional 
investors’ top concerns?

Reduce 
fiduciary risk

Improve 
investment 
performance

Reduce fees

Improve 
governance

Free up capacity 
of internal team
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Are more institutional investors 
considering outsourcing?

Of those who participated in the survey, 
44% already implement a fully or 
partially outsourced investment solution. 

Another 14% indicate that they plan to explore 
outsourcing within the next two years, contributing to the 
rise in demand for outsourced investment services.

Notably, 42% of respondents say they are not considering 
outsourcing investment management oversight within 
the next two years. The primary reasons cited include the 
desire to maintain internal control, the need for a better 
understanding of OCIO models and the lack of bandwidth 
to evaluate OCIO providers.

Defining OCIO 

Rarely has a single investment concept 
been known by so many different names. 
Depending on geography and organization 
type, the process of outsourcing investment 
responsibilities may be referred to by a 
variety of terms, such as:

• OCIO (outsourced chief investment 
officer)

• Delegated investment management

• Discretionary investment management

• Fiduciary management

• Implemented consulting

• CIO in a box

Regardless of what you call it, the demand 
for OCIO solutions by institutional investors 
has been on the rise over the past two 
decades. Especially in uncertain markets, 
managing financial assets can divert 
resources and distract focus from more 
strategic organizational objectives. 

42%
of respondents are not considering outsourcing the 
oversight of investment managers in the next two years.

Desire to maintain internal control 32%

Need to better understand OCIO 25%

Lack of bandwidth to evaluate 13%
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Loss of control — 
Perception or reality?

Losing internal control continues to be the primary reason cited by asset owners 
for not pursuing an OCIO solution. 

However, institutions do not need to hand over full control to a third party when outsourcing. Many outsourcing models offer 

custom approaches, allowing an organization, board or investment committee to maintain control and decision-making 

responsibilities in the areas they choose while delegating other responsibilities to the OCIO provider.

It is often an exercise in change management — lines of responsibility are well-defined at the outset of the relationship but 

may evolve over time. OCIO providers can help a committee identify areas where they should spend their time making value-

added decisions — and where it can be advantageous to delegate decisions to the OCIO provider. We outline examples of 

investment-related responsibilities in the table below and provide insights on the outsourcing decision.

Client  
responsibility

OCIO  
responsibility Insights

Investment and 
organizational 
strategy

Investment and organizational strategy is of utmost importance to the institutional 
investor. The board or committee should be actively involved from a strategic 
perspective to ensure alignment with goals and objectives. This is often done in 
conjunction with the OCIO.

Asset  
allocation

Asset allocation is another area in which the board or committee may want to 
retain full or partial control. Asset allocation drives performance, so it’s critical 
that the organization understand the makeup of the portfolio. Once overall asset 
allocation decisions are made, the organization can delegate any allocation 
adjustments to the OCIO within committee-approved guidelines or ranges. 

Manager  
selection

Asset owners may or may not have staff with the time or resources to conduct due 
diligence on managers and strategies. Institutions can outsource this function to 
the OCIO provider. Many institutions utilize a “veto” clause with the OCIO provider 
so that the client has 24 or 48 hours to approve or reject the OCIO’s selections.

Operational 
execution

Operational aspects of running the investment program can be time-consuming 
and not value-adding for an organization. Outsourcing responsibilities such as 
trading/rebalancing, capital calls/wires, account paperwork, etc., can free up staff 
and committee time to focus on core competencies. 

Administrative 
duties

Administrative duties can also be time-consuming and add little value. 
Organizations can outsource these functions to the OCIO provider.

For illustrative purposes only. All outsourced solutions are customized for each client’s unique situation.
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More outsourcing 
on the horizon?

As the investment landscape continues 
to evolve, innovation of new solutions 
and strategies could lead to even more 
outsourcing. 

A recent example is the SECURE Act legislation that 
provides for the creation of a new retirement vehicle, a 
pooled employer plan (PEP) — sponsored by a pooled 
plan provider (PPP) — in which unrelated employers may 
participate. This is the latest outsourcing trend within the 
defined contribution and individual retirement space. 
Many organizations show a strong desire to focus on their 
core competencies (that is, running the business) and not 
on administering a retirement or 401(k) plan. 

6Outsourced CIO (OCIO) — Survey results 2020



Outsourced CIO (OCIO) — Survey results 2020 7

© 2020 Mercer LLC. All rights reserved. 

Is outsourcing right for 
my organization?

Not sure if outsourcing all or part of your organization’s investment program 
is the right choice? Consider the elements below and which end of the spectrum 
you’re on. 

If you lack internal resources and expertise, if you have infrequent committee meetings, if you take a long time 
to make decisions or lack confidence in your decision-making capabilities — outsourcing might be a good fit 
for your organization.

Where do you fall on the spectrum?

Internal resources and expertise LowHigh

Committee meetings InfrequentRegular

Speed of decision-making Delayed, missing opportunitiesTimely, proactive

Comfort with decision making LowHigh

Help me do it Do it for meDo it myself

Internal staff Traditional investment 
consulting model

Outsourced CIO
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Have questions? 
We’re happy to help

Mercer provides investment and 
retirement advice and solutions 
to institutional clients, including 
endowments, foundations, hospitals 
and healthcare organizations, insurance, 
financial intermediaries and businesses 
of all sizes (defined benefit and defined 
contribution plans). If you would like 
to discuss ways your organization can 
enhance or outsource the investment 
program, visit www.mercer.us/ocio 
or contact us at: 

Samantha Davidson 
US OCIO Leader 
+1 617 650 9744 
samantha.davidson@mercer.com 

Scott Jarboe 
Defined Benefit 
+1 202 415 7407 
scott.jarboe@mercer.com 

Rich Joseph 
US Distribution Leader 
+1 401 338 3369 
rich.joseph@mercer.com

Liana Magner, CFA 
Defined Contribution 
+1 770 330 6038 
liana.magner@mercer.com

Travis Pruit, CFA 
Nonprofit 
+1 503 939 3986 
travis.pruit@mercer.com
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Full survey results 

91%

87%

60%

54%

Investment managers

Recordkeeper coordination

Participant communications

Regulatory oversight

2a. Please check all that apply.

Statistics based on 142 respondents.

73%

27%

Yes

No

2. Do you currently outsource day-to-day investment and retirement plan resources?

Statistics based on 142 respondents.

86%

36%

15%

18%

15%

Defined contribution plan

Defined benefit plan

Endowment

Foundation

Other asset pool

1. I am responsible for the following type(s) of investment or retirement plans (check all that apply):

Statistics based on 142 respondents.
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3.  Within the next two years, are you considering a partially or fully delegated approach to oversee 
investment managers?

We have already implemented a fully delegated OCIO solution 25%

We have already implemented a partially delegated OCIO solution 19%

Yes, we are exploring a partially delegated OCIO solution in the next two years 10%

Yes, we are exploring a fully delegated OCIO solution in the next two years 4%

We are not considering investment management outsourcing within the next two years 42%

5.  Please rank from 1-5 your top concerns related to management of your investment and/or retirement 
plans before COVID-19 versus now, with 1 being most important and 5 being least important.

Ranked the following as the #1 concern Before COVID-19 Current environment

Reducing fiduciary risk 33% 35%

Improving investment performance 32% 33%

Reducing fees 19% 18%

Improving governance 14% 17%

Freeing up capacity/bandwidth of the internal team 14% 14%

Statistics based on 142 respondents.

4. If you have not yet implemented a delegated approach, what have been the barriers? (Check all that apply.)

32%

25%

13%

4%

3%

11%

44%

Desire to maintain internal control

Need to better understand OCIO

Lack of bandwidth to evaluate

Internal disruption (e.g., senior staff turnover)

Perceived workload to implement

Other barrier

Not applicable — we have already implemented

Statistics based on 142 respondents.

Statistics based on 142 respondents.
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5%

4%

13%

79%

Yes, if possible, some or all of our 
administrative responsibilities only

Yes, if possible, some or all of our investment 
responsibilities only

Yes, if possible, some or all of both 
administrative and investment responsibilities

No

6.  Given challenges experienced by employers and employees, are you considering more outsourcing of your 
retirement plan management?

1%

2%

18%

61%

17%

Extremely likely

Likely

Somewhat likely

Not at all likely

Not applicable

7.  With the passing of the SECURE Act, more employers may now join a pooled employer defined contribution 
plan to increase efficiency, reduce risks and potentially create better outcomes for participants. How likely is 
it that your organization would consider taking advantage of a pooled employer plan in the future?

Statistics based on 141 respondents.

Statistics based on 142 respondents.
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Important notices

References to Mercer shall be construed to include Mercer LLC and/or 
its associated companies.

© 2020 Mercer LLC. All rights reserved.

This contains confidential and proprietary information of Mercer and is 
intended for the exclusive use of the parties to whom it was provided 
by Mercer. Its content may not be modified, sold or otherwise provided, 
in whole or in part, to any other person or entity without Mercer’s prior 
written permission.

Mercer does not provide tax or legal advice. You should contact your tax 
advisor, accountant and/or attorney before making any decisions with 
tax or legal implications.

This does not constitute an offer to purchase or sell any securities. 

The findings, ratings and/or opinions expressed herein are the 
intellectual property of Mercer and are subject to change without 
notice. They are not intended to convey any guarantees as to the 
future performance of the investment products, asset classes or capital 
markets discussed.

For Mercer’s conflict of interest disclosures, contact your Mercer 
representative or see www.mercer.com/conflictsofinterest.

This does not contain investment advice relating to your particular 
circumstances. No investment decision should be made based on this 
information without first obtaining appropriate professional advice and 
considering your circumstances. Mercer provides recommendations 
based on a particular client’s circumstances, investment objectives 
and needs. As such, investment results will vary and actual results may 
differ materially.

Information contained herein may have been obtained from a range of 
third-party sources. Although the information is believed to be reliable, 
Mercer has not sought to verify it independently. As such, Mercer makes 
no representations or warranties as to the accuracy of the information 
presented and takes no responsibility or liability (including for indirect, 
consequential or incidental damages) for any error, omission or 
inaccuracy in the data supplied by any third party.

Investment management and advisory services for US clients are 
provided by Mercer Investments LLC (Mercer Investments). Mercer 
Investments provides investment services to not-for-profit and insurance 
clients using the business name of Pavilion, A Mercer practice (Pavilion). 
Mercer Investments LLC is registered to do business as “Mercer 
Investment Advisers LLC” in the following states: Arizona, California, 
Florida, Illinois, Kentucky, North Carolina, Oklahoma and Pennsylvania; 
as “Mercer Investments LLC (Delaware)” in Georgia; and as “Mercer 
Investments LLC of Delaware” in Louisiana. Mercer Investments is a 
federally registered investment adviser under the Investment Advisers 
Act of 1940, as amended. Registration as an investment adviser does 
not imply a certain level of skill or training. The oral and written 
communications of an adviser provide you with information about 
which you determine to hire or retain an adviser. Mercer Investments’ 
Form ADV Parts 2A and 2B can be obtained by written request directed 
to: Compliance Department, Mercer Investments, 99 High Street, Boston, 
MA 02110.


