
How to Benchmark your Retirement Plan 

Benchmarking your retirement plan to review the reasonableness of fees and expenses is a vital step 
plan sponsors must complete to properly manage their plan and put participants in the best place to 
retire. Continuing lawsuits filed over excessive fees on both the 401(k) and 403(b) sides highlight the 
importance of plan sponsors following a prudent process for the selection, monitoring and replacement 
of plan investments and fees.  

While this information may seem intimidating, developing a prudent process for monitoring fees is not 
as difficult as it may seem. It is important to remember that plan sponsors do not need to have the least 
expensive plan; they simply need to offer a plan with “reasonable” fees and expenses. Plan fees change 
depending on investment choices and services offered, so plan sponsors must determine if the costs are 
reasonable for what is being provided to participants. 

Document Fees and Expenses  

The first step to determining reasonableness is to document all of the plan fees and how they are being 
paid in detail. To do this, the organization must determine what services are being provided and by 
which service providers. Services can include: 

• recordkeeping,  
• participant education,  
• advisory or consultant services,  
• underlying investment fees and more. 

After identifying all costs, the plan sponsor needs to determine what the fees are and who is paying the 
fees—the participants or the organization. 

The second step is to benchmark the fees to determine reasonableness. There are a few ways an 
organization can benchmark its total plan costs.  

Formal Request for Proposal 

Plan sponsors can take the plan to market through a formal Request for Proposal (RFP) to see what 
competitors would formally charge. Even if you are happy with their current provider, it is imperative 
that you periodically take the plan to market to see what other recordkeepers would charge to service 
the plan. If fees are higher at the current recordkeeper than at competitors, you can use that data to 
negotiate better pricing or improved services with the current recordkeeper without having to move the 
plan. 

Blind Request for Information 

Additionally, plan sponsors can gather data by submitting a blind Request for Information (RFI) to 
alternate recordkeepers. A blind RFI is a similar process of gathering pricing from two to three alternate 
recordkeepers. The difference is that the plan sponsor is able to remain anonymous. Typically, this is 
leveraged by a consultant or third-party advisor so as to keep the institution’s information confidential 
to the marketplace. 

 



Industry Benchmarks 

A third way to benchmark the plan is to compare it to similar plans using survey data. The key to this 
step is using survey data from actual retirement plans that use similar services and are similar to your 
plan and organization in terms of key plan metrics, including: industry, types of plans, plan asset size and 
number of participants. Using benchmarks from similar plans will give you a realistic picture of how 
much the market charges to service plans similar to yours.  

Plan Optimization 

From a fiduciary governance best practice approach, it is vitally important for your organization to 
properly document any benchmarking process that is undertaken. This will reduce risk and provide 
evidence of completion of the fiduciary duty of overseeing plan expenses. Of equal importance is 
analyzing the results of the benchmarking process. If your fees are lower or the same price as peer 
organizations, then follow up steps are to repeat the process every three to five years, as well as 
perform a simple annual evaluation to ensure that they remain appropriate. If your fees are 
unreasonable or higher than industry standards, the retirement committee needs to identify if that is 
justifiable. Are the participants receiving more services? Are the investments producing higher returns? 
If there is not a good reason for higher fees, the plan sponsor needs to negotiate for lower pricing. 

Fortunately, as a result of increased scrutiny on fees and fee transparency, now is the optimal time to 
negotiate for better pricing, plans and outcomes for participants. Over the past ten years, there has 
been fee compression due to efficiencies built into plans, technology, competition and the increased 
industry scrutiny. This trend, along with the benchmarking data, gives the retirement committee 
sufficient leverage to negotiate with recordkeepers for more competitive pricing. 

Benchmarking the plan is a very beneficial process for both the retirement committee and most 
importantly the participants. Determining the reasonableness of fees fulfills fiduciary duties thereby 
reducing organizational and personal risk for the retirement committee. Additionally, if plan costs are 
high, benchmarking the plan can save participants and the non-profit organization large amounts of 
money. Most importantly, over time, these savings can drastically help participants reach their personal 
retirement goals 


