
A L L  A B O U T  4 0 1 ( K)  F E E S 
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Q :  H O W  C A N  4 0 1 ( K )  P R O V I D E R S 
R E D U C E  F E E S  F O R  T H E I R 
P A R T I C I P A N T S ? 

Muriel Knapp: Unprecedented levels of 
litigation around excessive fees and revenue-
sharing arrangements have increased anxiety 
for plan sponsors that are already feeling 
overwhelmed. Although there is no regulatory 
requirement to have the lowest costs (and 
lower costs may not always be the best 
solution for their participants), plan sponsors 
are required to understand, and should be 
prepared to defend, their fee structure.

This puts plan sponsors into something of 
a quagmire: They seek to reduce fees for 
their participants, but that can be difficult 
when their negotiating power is often 
limited by their plan’s asset base. And your 
average plan participant doesn’t realize 
this! All participants see is a dollar amount 
on a piece of paper — and that amount may 
be significantly higher than, for example, 
their spouse pays when they’re comparing 
documents at the kitchen table.   

Mercer is one of the world’s largest investment 
consultants and outsourced CIO managers.1 
This scale puts us in a unique position to 
negotiate more competitive fees for our clients 

— we have over $135 billion in assets under 
management. So if I’m working with a company 
that has $10 million, I’m not limited by its asset 
base because I’m going to the market as Mercer. 
On average, we have been able to reduce total 
fees by about 20% with Mercer Wise 401(k). 

By improving the competitiveness and transparency of plan fees,  
plan sponsors can better manage fiduciary risk while participants 
experience better outcomes.

H E A LT H   W E A LT H   C A R E E R

 Q :  H O W  C A N  P L A N  
S P O N S O R S  O F F E R  G R E A T E R 
F E E  T R A N S P A R E N C Y ? 
 
MK: Fee transparency has been a perpetual 
challenge in this business. In February 2012, 
the Department of Labor published final 
regulations aimed at improving transparency 
of fees and expenses for participants in 
retirement plans.

For most small and midsize companies, plan 
fees and expenses are embedded and 
passed on to participants in the form of 
revenue-sharing arrangements — which 
differ greatly among recordkeepers and 
investment managers and may create 
inequities. This approach translates to 
higher fund-expense ratios for participants. 
So participants don’t really know what 
they’re paying and the value of what 
they’re receiving — nor do sponsors. 
With today’s greater transparency 
requirements and heightened awareness, 
the industry has faced increased 
pressure on fees, which has led to a more 
transparent and competitive landscape. 

As an alternative to embedded revenue 
arrangements and the scrutiny around 

1 Sources: Chief Investment Officer. “2017 Outsourced 
Chief Investment Officer Buyer’s Guide,” 2017,  
available at http://www.ai-cio.com/2017-Outsourced-
Chief-Investment-Officer-Buyers-Guide; Pensions  
& Investments, Pensions & Investments Survey,  
30 September 2016.



them, we’ve simplified things with a more transparent fee structure with Mercer 
Wise 401(k). We offer investment managers at cost, with recordkeeper and 
advisory fees shown as line items on your statement. There’s no confusion 
about what participants are paying for their retirement account. Plan sponsors 
don’t have to be constantly looking over their shoulders in fear that a participant 
will come after them for unreasonable fees. We make it abundantly clear to 
your average participant what they’re paying and what they’re getting. 

Excessive fees have led to a lot of class-action suits. The fact is that this 
litigation is now coming downwind. Just because you’re not a big corporation 
doesn’t mean you’re safe. We’ve seen a case filed on a $25 million plan. Suits 
will inevitably be filed on even smaller plans. Plan sponsors of all sizes need to 
be proactive in confronting the need for reduced fees and transparency. 
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