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TIPPING THE SCALE:   The Value Of Large Plan Wholesalers & How To Compete Effectively In The Large Plan Market.   A Sales Idea by Tony Leonard, Southeast Sales Director at NYLIM.

The financial services industry and the retirement plans market are both maturing and as noted by the CFDD on numerous occasions, we must all become more efficient and go where the growth is. 

In addition to slowing plan formations, plans are turning over less frequently and specialists must work long and hard to reach any finals, particularly large case finals.  As a result, specialists must do all they can to increase their probabilities of success.

Each large case is different and sponsors have different needs and personalities that must be individually addressed.  This observation is indeed an understatement because today’s large plans are rarely “plain vanilla” type plans.

The plans available today increasingly contain features that the profit-driven cookie-cutter approach cannot accommodate.  These features may include privately held stock, integrated benefit statements/websites that allow sponsors and participants to view all the DC, DB & NQDC data and plan documents designed by high priced ERISA attorneys.

The provider may also have to recordkeep a separate account that the CFO has a strong relationship with to capture the sale.

Looking For A Partner

Large case success does not happen by accident and assuming the finalists have comparable capabilities, the best presentation generally captures the sale.

Specialists are unlikely to capture large plan business without the right partner and rather than compromising their chances of success, specialists should think very carefully about who they team up with when hunting elephants.  
There are many good small and mid-market wholesalers in the retirement plans industry, but there are very few wholesalers with large case skills and very few broker-sold providers with large case capabilities.

The wholesaler’s role is critical to success in the large plan market and in addition to evaluating the provider’s capabilities, specialists should perform due diligence on the wholesaler and his sales team.  

Specialists should also seek out the value proposition rather than stale marketing material and look for professionals that will help them:

· Create a business plan for the large case market.

· Provide education about sponsor’s concerns, fears and buying motives.

· Prepare for the land mines often laid by fee-based intermediaries.

· Grow their business in other areas, i.e., DB, Taft-Hartley, Trustee Directed, etc.

In addition to large case capabilities and a world class wholesaler, the provider’s sales team must also be near perfect and operate with a fluid harmony that can only come from years of experience.  The provider’s team must also understand they are working for the specialist.

Armed with large case capabilities, a world class wholesaler, a well-oiled presentation team and a broker-friendly partner,   specialists can definitely compete effectively with the premier direct-sold providers.

Large plan sponsors are looking for shared responsibilities and by offering extensive participant level services, specialists can actually tip the scale in their favor.  

Specialists should also be very articulate when elaborating on the many hours of meaningful one-on-one participant level services their team (large plans can’t be serviced by 1-2 individuals) is   willing to provide.

Specialists that have not developed participant oriented teams are at a disadvantage in this area and many fail to understand the significant sponsor interest in   “accountable” advice (web-sites are not accountable).  The additional interface also helps specialists increase efficiency by capturing more IRA rollovers and develop   “new” retail business.  
This is also a good time to re-communicate the risk in bonds, the purpose of stable value options, the importance of real diversification and potential in the overseas markets.  

Specialists should also “not” be hesitant about starting their relationship with large plan sponsors on a fee basis, adding value and then targeting the assets.

DEFINING ROLES:

The Specialist’s Role:

In addition to the provider’s rich capabilities, a leveraged wholesaler and a skilled sales team, the specialist’s role in the presentation is also very important because specialists are often viewed as unnecessary and an additional cost in the large plan market.

Unlike the wholesaler, the specialist should function as the sponsor’s sales consultant, demonstrate expertise and add value at the plan and the participant level.

Specialists should also be realistic about large plan compensation and understand that proprietary product can have a big impact on pricing and compensation.

NYLIM understands that the specialist is the customer and in addition to offering a value proposition, we try to make the specialist look good and important.    Specialists should, however,   be leery of providers that try to control the process, minimize their role and sell direct.

Specialists should definitely leverage the wholesaler’s skills and the provider’s resources, but unlike the provider’s team members, the specialist should remain independent.
Independence aside, the specialist should provide the wholesaler with detailed information about the decision making process, the key individuals, their personalities and needs.   

The exchange of this individualized   information is very important because the sale is unlikely to be consummated unless the specific needs of the various decision makers are addressed.

Specialists should also note that unlike the small plan market, a solid relationship with “one” of the decision makers does not guarantee success in the large plan market.

Specialists should really button up this area of the sale because less skilled home office teams may ignore the broker’s input about key issues and present the same canned sales pitch they always use.  

In addition to ignoring broker input, some home office personnel, particularly those that have never sold for a living, may also view seasoned wholesalers as an irritant.  As a result,   wholesalers that don’t have access to a world class swat team may attempt   to keep home office interface to a minimum and this practically eliminates the broker’s chance of success.

The Wholesaler’s Role

The sales strategy should also be worked out well in advance of the presentation and the specialist’s role should also be integrated into the presentation.  Unlike the specialist,     the wholesaler should manage the provider’s presentation and function as the provider’s sales consultant.

If the senior team members are not available, the wholesaler should also not be hesitant to reschedule the presentation rather than taking a chance with less experienced team members.

All cases are different and large case wholesalers must exercise some professional judgment,   but they should be involved with planning, reviewing, strategizing and managing the presentation. 

Senior management is often used to communicate their commitment to the business and they may need to be prepared, rehearsed and choreographed.  This is very important because senior management may not realize what a specialist can do for the plan and a large case wholesaler can make sure they are effectively scripted.

Conversion is a delicate time and wholesalers should also be involved in post sale management   because deals can always fall apart after they have been celebrated.  This is also why specialists should insist that the person who is actually going to do the conversion be at the presentation.

As noted, large case wholesalers can offer assistance in many areas, but wholesalers may also be able to champion preferential pricing and quick turnaround.  As a result, specialists should get the wholesaler involved as soon as possible.

Getting the wholesaler involved as soon as possible is important because specialists don’t always get the opportunity to manage  the RFP process and when they don’t control the search,  they are often not given adequate time to compete.

In summary, large case decisions are often based upon the provider’s personnel and there is little chance of success in the large plan market without an articulate, well-oiled, large case wholesaler managed “team” with assigned duties.
The two team approach (provider & specialist) also provides continuity and assures the sponsor that the specialist has the necessary resources to support the plan.  Comfort is a big part of the decision making process and specialists would indeed be wise not to solicit plans over $20 million without a team approach.

Large Plan Sales Differ From Small & Mid-Market Sales

The large plan sales process is quite different and large plans are rarely closed solely on the recommendations of a specialist.

Large plans are generally sold through an elaborate RFP process and in addition to being more complicated, large plan sponsors are also more challenging than small plan sponsors.

If possible, specialists should attempt to control the RFP process, but some providers may not be willing to compensate the specialist for their time and expertise.  If a provider is not willing to offer compensation, the specialist should inform the sponsor that a hard dollar fee would apply if they want to include that provider.

 Throughout the process, the specialist should also make sure that “everything” is documented and passed on to the sponsor.

A skilled large case wholesaler should be able to offer real value in this area by helping the specialist with benchmarking throughout the RFP process.  The wholesaler should also be able to help with institutional trends, competitive analysis and how other specialists position themselves.

Many specialists get lost in spreadsheets and focus on expenses and performance.  These areas certainly merit attention, but today’s large plan decisions are often based on technology, system flexibility and quality people.  Excessive turnover in the provider’s relationship management/plan service team also plays a big role in the sponsor selection of a new provider.

Wholesalers can also help specialists create sponsor specific benchmarks for their services and the provider’s services, including quarterly reviews.

By working with the wholesaler, specialists can also prepare performance, style and holdings-based analysis that precludes their investment objectivity from being challenged. Creating custom asset allocation portfolios can also help the specialist distinguish themselves.

As mentioned, specialists should dominate the communications area and make no mistake, most participants are begging for direction.  Participants also want one-on-one service, they do not want to spend hours on a computer inputting their history and goals.

We also noted that large plan decisions are rarely based solely on the recommendation of a broker, but specialists should be prepared to make a recommendation at the end of presentation process.

“The Willingness to Prepare Must Be Greater Than the Willingness to Win”

· Bobby Knight –
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