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Think your vendors have pro-
vided a roadmap for your par-
ticipants' retirement readiness?
Not so fast. The predominant
“retirement readiness” model
places control in the hands of
the retirement plan's vendors,
rather than the plan participants
themselves. The good news:
Attaining retirement readiness
for your plan participants is just
one simple step away.

THE BUZZ ABOUT
RETIREMENT READINESS

These days, the road to re-
tirement readiness for many
retirement plan participants
seems long, daunting, and in
some cases, it is altogether
unattainable. In response to this
public anxiety, many retirement
plan vendors have been pro-
moting solutions for becoming
retirement ready in lesser
time—from new investment
products, to novel saving strat-

egies and cutt ing-edge
technologies. Most of these
tactics, however, include some
level of control by the vendors
themselves—which defeat the
purpose of providing partici-
pants with the “power” to con-
trol their own �nancial destiny.
To enable plan participants to
truly become retirement ready,
it is the plan sponsors that must
make an adjustment to their
exist ing ret i rement plan
process.

But �rst, what does being
“retirement ready” really mean,
and why is this concept impor-
tant to plan sponsors? Retire-
ment readiness is being �nan-
cially prepared for retirement.
Speci�cally, it measures the
degree to which an individual is
on target to meet her
retirement-income goals and
can maintain the same standard
of living after retirement. Execu-
tives named as the primary �-

duciary of their company's re-
tirement plan—plan sponsors—
are required under ERISA to act
in their plan participants' best
interest. So, in the process of
ful�lling their �duciary duty, plan
sponsors should maintain an
interest in facilitating their plan
participants' quest for retire-
ment readiness.

The current market buzz
about retirement readiness,
however, makes it seem as
though a plan sponsor could
ful�ll his �duciary duty by se-
lecting the right funds, the most
adept money manager, or the
most renowned investment �rm.
In fact, the way a plan sponsor
can act in his participants' best
interest is by executing one
simple step (that has more to
do with the plan sponsor's re-
sponsibilities than anyone else's
in the vendor supply chain!).
Before making any changes,
however, let's explore what the

*RONALD E. HAGAN is President and CEO of Roland\Criss, the premier �duciary manager for retirement plan sponsors,
foundations and endowments. Ron has over 25 years of experience in the �duciary industry, and has pioneered many of the cer-
ti�cation and standards practices that are preferred by �duciary leaders today. He can be reached at ronhagan@rolandcriss.com.

Journal of Compensation and Bene�ts E March/April 2014
© 2014 Thomson Reuters

43



anatomy of a typical plan spon-
sor retirement plan process
looks like today.

The Typical Retirement Plan
Process Commonly referred to

as the “�duciary supply chain,”
the retirement plan process is
the interworking of several ven-
dors and a plan sponsor in an
e�ort to maintain the company's
retirement plan, serve the plan's

participants, and comply with
ERISA regulations governing
the plan.

PART I: RETIREMENT PLAN

The retirement plan process,
or �duciary supply chain, begins
with the retirement plan itself, a
trust that is established by a
Board of Directors. Whether a
401(k), 403(b) or another type
of plan, all retirement plans are
originally constructed as sav-
ings vehicles for the company's
employees. This is where the
simplicity of the retirement plan
process ends, however, for the
next pieces of the supply chain
require coordination between
several di�erent vendor parties

that often put competing (or
self-serving) interests at play.

PART II: ADVISOR

The retirement plan advisor,
which is called by various
names such as investment con-
sultant, broker, and investment
advisor is the next part of the
process, and is often viewed as
the “quarterback” of the vendor
supply chain. The advisor over-
sees and coordinates the deliv-
ery of services to the retirement
plan, including those of the
recordkeeper/TPA and money
manager. The advisor also fa-

cilitates the resources that are
available to participants, such
as online document access and
investment instruct ional
sessions. One of the most im-
portant roles that the advisor
plays in the retirement plan pro-
cess is managing overall plan
sponsor satisfaction with the
ret irement plan and its
performance. Hence, the advi-
sor has almost as much inter-
est in ensuring participant re-
tirement readiness as the plan
sponsor—as this can be a criti-
cal piece in measuring the re-
tirement plan's success. A re-

Journal of Compensation and Bene�ts

Journal of Compensation and Bene�ts E March/April 2014
© 2014 Thomson Reuters

44



tirement plan consultant, most
commonly paid from the retire-
ment plan itself, can experience
con�icts of interest if they en-
courage the use of funds or
products that provide them
higher compensation than other
fund options outside of their
network.

PART III: RECORDKEEPER/
TPA

Following behind the advi-
sor's lead role is the
Recordkeeper/TPA function.
This entity handles the record-
keeping of participants' assets
and investment transactions.
Ensuring that participant fee
disclosures and account state-
ments are issued timely and ac-
curately also falls within the
Recordkeeper/TPA's purview.
Responsible for IRS compliance
testing, these players have an
interest in maintaining strict
compliance with ERISA man-
dates and staying abreast of
any changing regulations.

PART IV: MONEY
MANAGER

The money manager can be
one of the most visible roles
within the retirement plan
process. Because retirement
plans are so frequently mea-
sured by investment perfor-
mance, money managers often
gain more exposure than other
vendors within the supply chain.
With or without notoriety, they
serve a critical function in the
retirement plan process. Money

managers make investment de-
cisions on behalf of the plan
that are consistent with policy
mandates. They manage partic-
ipant assets, and enable fund
modi�cations—but often only
within a certain allotment of
funds provided by their man-
agement �rm.

PART V: PLAN SPONSOR

While the money manager
role can contribute complexity
to the overall retirement plan
process, it is not the most com-
mon breakdown in the supply
chain. Surprisingly, the plan
sponsor role is the one piece of
the retirement plan process that
can most easily fall o� track.
The di�culty inherent in the
structure of the plan sponsor
role creates a challenging envi-
ronment for ful�lling the required
duties. The responsibilities of a
plan sponsor include oversee-
ing the entire retirement plan
process, ensuring ERISA com-
pliance through vendor monitor-
ing, and serving participants'
best interests through the man-
agement of the plan.

Indeed, most plan sponsors
serve a dual role: 1) that of a
leader in their corporation, re-
sponsible for the oversight of
critical business functions
(which falls under their speci�c
area of expertise), and 2) that
of a plan sponsor or primary �-
duciary, responsible for the
prudent management of their
retirement plan (which typically

is not an area in which they are
an expert). It is easy to see how
serving in both of these func-
tions could create an unreason-
able expectation for the major-
ity of plan sponsors. In reality, a
plan sponsor's responsibilities
could be described as follows:
Overseeing the retirement plan
process while juggling execu-
tive responsibilities Seeking
ERISA compliance amidst com-
plex requirements Hoping to
serve participants' best inter-
ests without a roadmap to fol-
low

Further, recent activity from
the Department of Labor
(“DOL”) has placed increased
pressure on plan sponsors to
properly satisfy their duties.
The �nalization of ERISA regu-
lation 408(b)(2) requires plan
sponsors to be even more vigi-
lant of their vendors—and more
detailed in assessing whether
their vendors' fees are appropri-
ate for services rendered. In-
deed, these developments con-
tr ibute to a high-stakes
environment for today's plan
sponsor, who is overburdened
by the combination of both ex-
ecutive management and retire-
ment plan oversight
responsibilities.

THE CURRENT MODEL'S
IMPACT ON PLAN
PARTICIPANTS

The breakdown in today's
typical retirement plan process
is signi�cant because of its
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impact on plan participants and
their retirement readiness. With
an overwhelmed plan sponsor
at the helm, vendors can pro-
ceed in serving their own inter-
ests (rather than those of the
plan participants), which can
limit the resources or options
from which participants can
choose. The ability of retirees

to maintain their current life-
styles into retirement is deter-
mined by many factors, includ-
ing changes in retirement plan
features (e.g., automatic enroll-
ment, auto-escalation of contri-
butions, and diversi�ed default
investments) as well as invest-
ment performance. Since ven-
dors control the information that

is used in order to select the
best retirement plan features
and investment strategies, it
becomes apparent that the cur-
rent �duciary supply chain
leaves little for participants to
control in determining their own
retirement readiness. So, what
is the solution?

THE NEW AND IMPROVED
RETIREMENT PLAN
PROCESS

The true roadmap to retire-
ment readiness closely re-
sembles today's retirement plan
process. It involves the same
sequence of events, the same
responsibilities and the same
key players—except for one.
Yes, the ideal �duciary supply
chain model for retirement
readiness entails just a single
adjustment at the plan sponsor

level: to remove the plan spon-
sor altogether.

Pract ical ly speaking, of
course, the plan sponsor role
still exists. The entire retirement
plan process still depends on
that role's critical responsibili-
ties to ensure the proper func-
tioning of the retirement plan
itself. The only di�erence? In
this approach, the plan sponsor
role is ful�lled by a di�erent
entity.

In place of the plan sponsor,

a comprehensive 3(16) Plan
Administrator takes over the
plan sponsor's responsibilities,
as outlined (and encouraged) in
Section 3(16) of ERISA. A com-
prehensive 3(16) Plan Adminis-
trator may not provide any other
services to the retirement plan
that it serves including record-
keeping, investment advice,
third party administration, and
custody of assets. The Plan
Administrator adopts �duciary
liability on behalf of the plan
sponsor, helps bolster the advi-
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sor's value as the “quarterback”
of the �duciary supply chain
team, and ensures compliance
across each segment of the
vendor supply chain.

The result is a managing en-
tity—�uent with the �duciary
process and ERISA regula-
tions—that is able to return the
power to the plan participants,
maximize vendor value, and
minimize plan sponsor
responsibility.

LEADING THE WAY TO
RETIREMENT READINESS:
THE PLAN ADMINISTRATOR

The substitution of an inde-
pendent 3(16) Plan Administra-
tor in place of a plan sponsor
can transform plan participants'
experience and outcomes. Be-
cause a comprehensive Plan
Administrator has a sole focus
on the retirement plan—includ-
ing maintaining a prudent ERISA
process and managing vendors
who prove their value—plan
sponsors can rest at ease
knowing that their �duciary duty
is being ful�lled. Further, the
Plan Administrator's best-
practice approach ensures that
participants are placed in con-
trol of their own futures, and
that every decision is made in
their best interest alone.

A plan sponsor can expect
the following bene�ts in tran-
sitioning their responsibilities
to a 3(16) Plan Administrator:

Unburdened

Responsibilities. First and
foremost, plan sponsors ex-
perience relief from the bur-
den of acting in the singular
role of overseeing their re-
tirement plan process, a re-
sponsibility that few execu-
tives feel fully quali�ed to
perform.

Seamless Supply Chain
Management. Supply chain
management is a well-
advanced discipline in cor-
porate America. Pro�ciency
in that discipline is a key
trait of an independent 3(16)
Plan Administrator, and a
critical requirement under
ERISA. Consequently, plan
participants can expect im-
provement in the perfor-
mance of their plan's
vendors. Those improve-
ments appear in the match-
ing of state-of-the-art fea-
tures to the employee base
and optimum investment re-
sults by controlling costs
and ensuring vendor value.

Improved Vendor
Relationships. Vendors en-
joy working with a profes-
sional 3(16) Plan Adminis-
trator because they talk the
same language. ERISA jar-
gon is not a foreign language
to a Plan Administrator, as it
is to most responsible plan
sponsors.

Slimmer Risk Pro�le. A
key to corporate risk man-
agement is the ability to

de�ne and delineate key risk
management roles, respon-
sib i l i t ies and
accountabilities. An inde-
pendent 3(16) Plan Adminis-
trator adds a vital layer of
legal protection to a plan
sponsor.

Reduction or Elimination
of Errors of Omission.
With a Plan Administrator,
payroll distributions are ob-
served and analyzed for
irregularities. When found,
errors of commission or
omission are given priority
appropriate to the conse-
quences, and are accompa-
nied by corrections in prac-
tices, sta�ng, vendors, or all
of the above.

Objectivity Through
Independence. ERISA re-
quires that Plan Administra-
tors faithfully observe three
key duties: exclusive pur-
pose, loyalty, and
independence. In an environ-
ment where vendors have
found pro�table opportuni-
ties in o�ering multiple ser-
vices under a single brand,
plan sponsors can feel con-
�dent that their outsourced
Plan Administrator role is
pursuing retirement readi-
ness for their employees in
a completely independent
fashion.

While quick �xes usually turn
out to be “too good to be true,”
the solution to enabling the best
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outcomes for plan participants
is a simple one. By placing a
Plan Administrator in the dri-

ver's seat, the road to retire-
ment readiness looks a lot less

bumpy—for plan participants
and their sponsors.
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