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Plan sponsors and their roles
Facilitators rather than paternalistic
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Source: Mercer 2009 Global DC Survey
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Top risks associated DC plans 
Market volatility and employee understanding

57Cost volatility (31%)

66Ability to recruit and retain employees (32%)

75Administration failures (37%)

34Poor member decision-making (40%)

43Adequacy of member benefits (55%)

22Market and investment risks (60%)

11Sufficiency of member communications and education (61%)

Global 
Rankings

European 
Rankings

Risk Source

(% of European Co’s identifying this source)

Source: Mercer 2009 Global DC Survey
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Top three investment options 
Varies by geography

Global

1. Balanced

2. Lifecycle

3. Fixed Income

Canada

1. Money Market

2. Local Equity
(active)

3. Balanced

United States

1. Lifecycle 

2. Value

3. Balanced

United Kingdom

1. Lifecycle

2. Fixed Income

3. Global Equity
(passive)

Europe ex-UK

1. Fixed Income 

2. Balanced

3. Local Equity
(active)

Latin America

1. Balanced

2. Fixed Income

3. Money Market

Asia Pacific

1. Balanced

2. Fixed Income

3. Local Equity
(active)

Source: Mercer 2009 Global DC Survey
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Mercer Point-of-view
Offering manageable choice

Limited
choice

Extensive 
choice

Moderate 
choice

3 Investment 
options providing 
access to broad 
asset classes:
Cash

Bonds

Equities

6 – 10 Investment options 
providing access to specific 
asset classes such as:

Cash

Short-term Bonds

Long-term Bonds

Large Cap Domestic or 
Regional Equities

Small-mid Cap Domestic or 
Regional Equities

International Large Cap Equities

Emerging Market Equities

Etc ….

30+ Investment options 
providing access to 
granular asset classes 
such as:

Cash

Short-term Government 
Bonds

Long-term Corporate 
Bonds

Long-term Government 
Bonds

Large Cap Value Domestic 
or Regional Equities

Large Cap Growth 
Domestic or Regional 
Equities

Mid Cap Value Domestic or 
Regional Equities

Mid Cap Growth Domestic or 
Regional Equities

Small Cap Value Domestic
or Regional Equities

Small Cap Growth Domestic
or Regional Equities

International Large Cap 
Equities

Emerging Market Equities

Alternative Assets

Socially Responsible Funds

Etc …

Best Practice
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Employee reactions to the financial crisis
Is “no reaction” a good thing?

Global
1. Asked about 

investment 
performance

2. Changed asset 
allocation

3. No reaction

United States
1. Changed asset 

allocation
2. Decreased / 

stopped 
contributions

3. Asked about 
investment 
performance

Canada
1. Asked about 

investment 
performance

2. Changed asset 
allocation

3. No reaction

Latin America
1. No reaction
2. Asked about 

investment 
performance

3. Asked about DC 
plan security

United Kingdom
1. No reaction
2. Asked about 

investment 
performance

3. Asked about DC 
plan security

Europe ex-UK
1. Asked about 

investment 
performance

2. Asked about DC 
plan security

3. No reaction

Asia Pacific
1. Asked about 

investment 
performance

2. No reaction
3. Asked about DC 

plan security

Source: Mercer 2009 Global DC Survey
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DC Scheme Strategy
The Last Mile

Government Providers End
Users

Social
Partners

•Sets and monitors 
regulatory 
framework

•Provides 
(dis)incentives

•Advocates for 
members and 
beneficiaries

•Responsible for 
delivering on 
scheme originator 
and social partner 
directions

•Return a fair value 
to Plan Originators

•Bear the risk of 
shortfalls

Scheme
Originators

•Responsible for 
implementation, 
strategy, 
governance, and 
performance

•National and 
provincial 
governments

•Regulators

•Cross-border 
bodies

•Unions, Works 
Councils, Trustees

•Consultants, law 
firms, investment 
managers, 
outsourcers, 
communicators, 
insurers, brokers, 
etc.

•Members, 
beneficiaries, 
pensioners, 
dependents

•Employers and 
pension funds

DC Supply Chain

Th
e 

La
st

 M
ile

This is the weak point in the DC delivery system.
And a chain is only as strong as its weakest link
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Decision-making preferences 
… more important than product preferences

 Start member engagement at a different point.
– Traditionally, we started with a list of investment products

 But most members do not have well formed preferences for 
investment products or strategies
– So they create temporary preferences on the fly

 We need to start by asking them how they prefer to make 
investment decisions:
– Do it for me
– Help me do it
– Do it myself
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Member Choice
Choice of what?

 Reframing the choice.
– Shift the focus of our initial engagement 

with the end-user
– Matched to member preference
– Away from lists of investment products
– And onto their decision-making 

preferences

 Offer 2 – 4 “Choice 
Environments”
– Each designed for a different decision-

making profile
– And initially described in those terms
– Each equally valid and capable of 

achieving the desired result

Green Zone

I like to make one 
decision that will have a 

long shelf life

I can trust someone 
else to handle this for 
me over the long term

Blue Zone

I like to think about 
this every 2 or 3 years

I can trust someone 
else for short-term 
adjustments, but I 

want to control major 
shifts

Orange Zone

I like to think about this 
a few times a year

I want someone to give 
me the basic building 
blocks and I’ll take it 

from there
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Member Choice
Offering a Different Choice

Green Zone

•Professionally Managed 
Accounts

•Target Date Funds

Blue Zone

•10-12 Discrete Mandate 
Funds

•Rebalancing Feature

Orange Zone

•Wide Array of 20+ 
Funds

•Optimization and 
research tools

How do you like to 
make financial 

decisions?

The first 
question is 

one the 
member 

knows how 
to answer

Do it for me

Help me do it

Do it myself

Default path

Illustration Only
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