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While defined contribution plan 
participants are starting to receive 
detailed information about the fees 
associated with their retirement plans, 
a majority of  employees participating 
in these plans admit they do not fully 
read their plan disclosures, and most 
do not currently know the fees they 
are paying, a new survey conducted 
in August 2012 by LIMRA Retire-
ment Research indicated. 

The goal of  the survey was to 
gauge retirement plan participant 
sentiment as the Department of  
Labor’s new fee disclosure rule is im-
plemented. In the survey, two-thirds 
of  respondents with defined contri-
bution (DC) plans or IRAs admitted 
to spending less than five minutes 
examining their retirement plan 
disclosures, and one in five said they 
rarely or never read the disclosure 
paperwork at all. The results also 

showed that younger plan partici-
pants (ages 18–35) are more likely to 
report reading their disclosures and 
to reach out to their employer for 
information about their retirement 
account than older participants.

In addition, just 12% of  the plan 
participants surveyed could estimate 

the amount of  fees and expenses they 
paid on their retirement plan account. 
Of  these participants, three-quarters 
considered the fees and expenses to 
be reasonable. Researchers noted, 
however, that 56% of  those who esti-
mated the fees and expenses thought 
their fees were more than 2%, which 
is more than double the all-in median 
fee for a DC plan participant, based 
on plans included in a 2011 Invest-
ment Company Institute study.

The survey also asked participants 
what action they would take if  they 
found out their fees and expenses 
were higher than average. Nearly 
one-quarter (24%) would move their 
assets into funds with lower fees, 
21% would talk to their employer 
about trying to lower the fees, 19% 
would direct future contributions 
into funds with lower fees, and 12% 
would speak to the company that 
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provides the funds about lowering the 
fees. However, nearly half  of  the plan 
participants polled said they would either 
take no action (16%) or did not know 
what they would do (31%). 

“This study underscores consumers’ 
lack of  understanding about how their 
retirement plans are administered,” Salka 
said. “This offers an opportunity for plan 
sponsors and providers to educate partici-
pants on the value and benefits of  the plan.”

Work-Life Fit And  
Job Enjoyment 

Even amid ongoing uncertainty in 
the employment market, work-life fit and 
enjoying the job are the leading reasons 
given by workers for why they remain 
with their current employers, ahead of  
considerations such as benefits, pay, and 
a lack of  other job opportunities, accord-
ing to a recent survey by the American 
Psychological Association (APA). 

The August 2012 survey of  1,240 em-
ployed adults ages 18 and older examined 
the factors that contribute to employee 
retention. While 60% said they remain 
with their current employers because of  
benefits and 59% stay because of  the pay, 
more than two-thirds (67%) choose to 
stay because their jobs fit well with other 
aspects of  their lives, and the same share 
reported that they stay at their current 
jobs because they enjoy the work they do. 
Researchers pointed out that, despite the 
slow economic recovery and relatively 
high unemployment, only 39% cited lack 
of  other job opportunities as a reason for 
staying with their current employers. 

Among respondents who plan to stay 
with their current employers for more than 
two years, the biggest drivers of  expected 
tenure were enjoying the work, having a 
job that fits well with other life demands, 
and feeling connected to the organization.

The survey also identified gender dif-
ferences in the reasons given for staying on 

the job: 72% of  the women polled cited 
work-life fit, compared with 62% of  the 
men; and 72% of  women cited enjoying 
the work, compared with 63% of  men. 
In addition, women were more likely than 
men to say they remain with their current 
employers because of  their co-workers 
(55% vs. 48%), their managers (46% vs. 
34%), and their connection to the organi-
zation (59% vs. 53%). Smaller differences 
were found between the percentages of  
women and men who reported staying at 
an organization because of  the benefits 
(61% vs. 59%), the pay (57% vs. 62%), 
and their job giving them the opportunity 
to make a difference (49% vs. 52%).

Respondents ages 55 and older were the 
most likely to cite enjoying the work (80%), 
work-life fit (76%), benefits (66%), feeling 
connected to the organization (63%), and 
having an opportunity to make a difference 
(57%) as reasons for staying with their 
current employers. By contrast, respon-
dents ages 18–34 were least likely to say 
enjoying the work (58%), work-life fit (61%), 
and benefits (54%) keep them on the job, 
but were most likely to cite co-workers 
(57%) and managers (46%) as reasons for 
staying. More than two-thirds (67%) of   
respondents ages 35–44 named pay as a 
reason for staying at an organization, higher 
than in any other age group. Respondents 
with children under the age of  18 were also 
more likely than those without children to 
cite benefits (66% vs. 58%) and pay (65% 
vs. 57%) as reasons for staying on the job. 

“Americans spend a majority of  their 
waking hours at work and, as such, they 
want to have harmony between their job 
demands and the other parts of  their 
lives,” said David W. Ballard, PsyD, MBA, 
head of  APA’s Psychologically Healthy 
Workplace Program. “To engage the 
workforce and remain competitive, it’s 
no longer sufficient to focus solely on 
benefits. Today, top employers create 
an environment where employees feel 
connected to the organization and have a 
positive work experience that’s part of  a 
rich, fulfilling life.”
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continues to  
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performance 
shares/units  
and away  
from stock. 

Executive 
Compensation 
Influenced By 
Shareholders

“Say on Pay” proxy voting is strongly 
influencing not just executive compensa-
tion, but also corporate governance prac-
tices and the design of  proxy disclosures 
among large U.S. companies, according 
to a report released in September 2012 
by executive compensation and corporate 
governance consulting firm, Meridian 
Compensation Partners.

The report’s findings are based on 
a survey of  the corporate governance 
and incentive design practices of  250 
large publicly traded companies through 
the most recently available publicly filed 
documents, typically proxy statements.

The analysis showed that the mix of  
long-term incentives (LTI) continues 
to shift towards performance shares/
units and away from stock options and 
restricted stock. Most of  the companies 
(86%) were found to currently use a per-
formance share-type instrument that pays 
out only upon achievement of  specific 
performance criteria, most often relative 
total shareholder return or an earnings-
related metric, such as EBITDA or EPS. 
The survey also showed, however, that 
69% of  the companies use stock options 
and 58% use service-based restricted 
stock. According to researchers, this dem-
onstrates widespread use of  a “portfolio” 
approach towards LTI grant practices.

The findings further indicated that, 
on average, companies are now provid-
ing 50% of  an executive’s LTI value in 
performance shares/units, while stock op-
tions account for 29% of  the LTI value, 
and service-based restricted stock make 
up the remaining 21% of  the value.

In addition, the survey found that anti-
hedging policies were disclosed at 71% 
of  the companies, and that recoupment, 

or clawback, policies were disclosed at 
76% of  the companies. The content of  
the disclosures often provided additional 
details that were not previously addressed 
in proxies, such as actions that trigger 
clawbacks, or the employees covered by 
anti-hedging and clawback policies. The 
main potential clawback triggers cited 
in the statements are ethical misconduct 
leading to a financial restatement and a 
financial restatement only.

The analysis also revealed that four 
in 10 companies currently separate the 
roles of  chairman of  the board and chief  
executive officer, and that lead directors 
are now present at nearly 95% of  compa-
nies that do not separate the roles to ad-
dress concerns over board leadership and 
separation of  duties. However, just 17% 
of  the companies that currently separate 
the roles have mandated this practice by 
company policy. 

“We found a substantial increase in 
the number of  proxy disclosures that 
went beyond SEC requirements,”  
Matthew Wolfson, a senior consultant at 
Meridian, said. “Companies are making 
a concerted effort to demonstrate a cor-
relation between executive pay programs 
and company performance.”

Workers Need  
New Tier Of 
Retirement Saving

Without an initiative to create a new 
tier of  retirement saving, levels of  pen-
sion coverage among private sector work-
ers are unlikely to increase significantly, 
and many Americans, including those 
with 401(k) plans, will end their working 
lives with inadequate retirement income, 
a study published in September 2012 by 
the Center for Retirement Research at 
Boston College has warned.

“The Pension Coverage Problem in 
the Private Sector” was written by Alicia 
H. Munnell, Rebecca Cannon Fraenkel, 
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percent of  
full-time  
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employer-provided 
retirement plan  

in 2010.
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and Josh Hurwitz. Based on data from 
the U.S Census Bureau’s Current Popula-
tion Survey (CPS), the authors calculated 
that 42% of  full-time private sector 
workers were covered by an employer-
provided retirement plan in 2010, down 
from 50% in 1979. While acknowledg-
ing that this is only a snapshot, and that 
workers may have coverage at different 
periods of  their lives, the authors empha-
sized that this coverage rate is likely to 
produce inadequate retirement income. 
More than one-third of  households are 
not covered by employer-sponsored 
coverage at all during their working lives, 
making them entirely dependent on So-
cial Security, and that even those who do 
have employer-based coverage for part 
of  their working lives often move in and 
out of  coverage, which leads to modest 
accumulations in 401(k) plans. 

A typical worker (with earnings of  
about $65,000 at retirement) who, at 
age 30, began contributing a steady 6% 
with an employer match of  3% should 
accumulate about $363,000 by age 65. 
However, the Federal Reserve’s Survey 
of  Consumer Finances showed that the 
typical household approaching retire-
ment had 401(k)/IRA balances of  only 
$120,000 in 2010. 

The study outlined a number of  
proposals intended to close these gaps in 
pension coverage among private sector 
workers. In addition to the 401(k), small 
employers already have several stream-
lined options for providing retirement 
plan coverage to their workers, including 
the SIMPLE plan, which is administered 
by the employer’s financial institution and 
does not require the employer to file an 
annual financial report. However, many 
smaller employers still do not offer these 
plans, citing factors such as a lack of  
employee interest or unstable business 
conditions. 

Among the recent proposals for 
improving the system of  retirement sav-
ing is the “Automatic IRA,” under which 
employers with more than 10 employees 
and no pension coverage would be re-
quired to withhold 3% of  an employee’s 
salary and place it in an IRA, unless the 
employee takes action to opt out of  the 
plan. The proposal provides a tax credit 
to help small businesses with implemen-
tation costs, and the withheld savings 
would qualify for the Saver’s Tax Credit.  

The study also looked at “Promise 
Funds,” a proposal by Sen. Tom Harkin 
to create a government-mandated, 
privately-managed defined contribu-
tion pension program. This plan would 
automatically enroll and withhold earn-
ings for all workers whose employer 
does not provide an employer-sponsored 
plan that meets a minimum standard 
for generosity. The contributions would 
be invested in a commingled portfolio, 
thereby spreading the risks among all 
participants and relieving the individual 
of  the burden of  making investment 
decisions. Payments from the plan would 
be in the form of  an annuity. The study 
also described various plans proposed by 
individual states to boost the retirement 
savings of  private sector workers using 
public plan infrastructure.

“The strength of  all these proposals 
is that they address the serious coverage 
problem in the private sector and that 
most of  the proposals use the power 
of  automatic enrollment to ensure high 
levels of  participation,” Munnell and 
colleagues said. While calling for a new 
tier of  retirement income, the study’s 
authors stressed that “given the modest 
replacement rates from Social Security 
and the low level of  401(k) balances, the 
more comprehensive the additional tier 
the better.”




