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MARKETING & SELLING 401(k)’s POST ENRON:  Becoming A Trusted & Well-Informed Advisor.  A Sales Idea by Rick Meigs, President of the 410khelpcenter.com and Matthew D. Hutcheson, a recognized authority on retirement plans design and compliance. 

Marketing & Selling 401(k)'s Post-Enron

Marketing 401(k) plans remains an attractive business for financial professionals and the post-Enron environment is an opportune time to do so.  There are many reasons why specialists should continue marketing retirement plans and some of them include:
· Sponsors Want A Successful Plan
· Participants Are Increasingly Complaining About The Competitiveness Of Their Plan
· The Majority Of Participants Have Never Experienced Volatility 
· Sponsors Need Help Addressing The Importance Of Retirement Plans & Participant Concerns
· Sponsors Need Help In Maintaining Participation & Contribution Rates
Participants need a retirement plans coach more than ever, but many professionals are also feeling a bit shell-shocked by the intense scrutiny 401(k) plans have been receiving lately.  Indeed, 401(k) plans no longer seem like the cool and hip thing to talk about, but take heart because there has never been a better time to actively market retirement plans. 

Becoming A Trusted & Well-Informed Advisor 

Notwithstanding the tremendous opportunity, when it comes to actually making the sale, what worked a year or two ago may not work today. As a result, specialists should consider the following to help jump-start their 401(k) plans business.
To be successful at selling 401(k) plans in the post-Enron environment, specialists must become a trusted and well-informed advisor to the plan sponsor and the participant.
Make no mistake, knowledge - lots of knowledge - about investing, compliance, plan design, administration, model portfolios, rebalancing, etc., is playing an increasingly larger role in determining who gets the business.   
Informing sponsors of their fiduciary duties and helping to insulate them from the new wave of corporate governance litigation (class-action ERISA suits against 401k plan fiduciaries) and the cottage industry being formed to market the litigation  is also very important.
Knowledge is essential, but how does one obtain this knowledge?  Study and experience are critical of course, but formal training may be necessary to help specialists rise above the crowd. As always, plan sponsors continue to seek out well-informed advisors they can trust and capturing that trust remains the path to success.   
There are many organizations and institutions that provide retirement plans education and this often leads to a professional credential.  Listed below are some of the organizations and credentials that can help specialists distinguish themselves in the retirement plans area:
	Professional Organizations & Credentials


	Institution name
	Certification

	Financial Planning Association
www.fpanet.org

	Certified Financial Planner (CFP)

	American Society of Pension Actuaries
www.aspa.org

	Certified Pension Consultant (CPC) Qualified 401(k) Administrator (QKA)

	International Foundation for Retirement Education
www.infre.org

	Certified Retirement Counselor (CRC)

	International Foundation for Employee Benefit Plans
www.ifebp.org

	Retirement Plan Associate (RPA) Certified Employee Ben. Specialist (CEBS)

	National Institute of Pension Administrators
www.nipa.org
	Accredited Pension Representative (APR)


Focus On The Individual 

Specialist that are just starting to focus on retirement plans should not become discouraged or overwhelmed by how much there is to learn. Knowledge is important, but not nearly as important as the individuals served.   Remember, people don't care how much you know until they know how much you care. In short, take the time to build rapport with the client, learn about the prospect and their business. When possible, specialists should also tour the plant.
It doesn’t matter if the prospective client has 2 employees or 100,000 because listening, asking follow-up questions, fortifying your understanding and finding a solution that is in the sponsor’s  best interest is the path to more business. 
Profile Before You Sell 

The retirement plans market has matured, but it’s amazing how many financial professionals still make sales presentations without really knowing what is motivating the plan sponsor to make a change, what the company’s culture is or what the sponsor's objectives are.
In other words, specialists should conduct a profiling session with the plan sponsor before the sales presentation.   Specialists should also ask open-ended questions that will open up the plan sponsor and allow them to fully understand the motives and goals driving the decision making process. 
It’s hard for salespeople to be quiet, but specialists should also be a good listener, let the prospect do all the talking and refrain from attempting to sell during the profiling session.
The goal of the profiling session should be to obtain more meaningful information than the competitors have obtained and ensure an on-target sales presentation.  Listed below are some questions that work every time:

"Tell me about your workforce and their concerns.” 

"What is motivating you to consider a change at this time?" 
"Tell me about the culture of your company." 

"What concerns, if any, are your employees expressing about the plan?" 

"Have all fees, commissions and processes been fully disclosed to you?" 

"Why did you choose a prototype plan vs. an individually designed plan?" 

"How does [this or that] affect your costs?" 

"Does understanding [this or that] change the way you see your plan?" 

"Were your eligibility provisions based upon a specific strategy?" 

"What do you consider to be the best and worst features of your current plan?" 

Rely On Other Professionals 

Another component of being a trusted advisor is knowing when to bring in other professionals to assist in the sale.  
Specialists can prepare the prospective client by saying something like, "at some point we may need to involve a pension (attorney, actuary, administrator, consultant, etc.) to ensure all plan components are in order." 
In addition to explaining why and when another professional may be needed, specialists must also learn and communicate the fees that would be associated with their services. 
Most plan sponsors understand the value of professional teamwork and by organizing and leading the team, the soon-to-be client will know that the specialist is there to help them and has their best interests in mind.
Focus On Income Replacement - Not Investment Returns 

Focusing too much on funds, returns and other investment topics may be the most common mistake made by financial professionals.  Investments are certainly one of the most critical components of a plan, but investments are also the area sponsors and participants control and understand the least. 
During initial meetings, specialists may be better served by   focusing on the things people can clearly understand like their income. A question to open up this discussion might be, "have you performed an income replacement analysis?"  Most likely the prospective client will say "huh?" 
Specialists should then proceed by stating that a solid 401(k) plan should assess and define what participants should be contributing to replace their pre-retirement income. 

This approach is also fundamental to plan design and makes enrollment and educational meetings much easier. After all, participants can control - through good planning - how much they contribute. Participants cannot, however, control investment returns and performance analysis is always an after-the-fact activity. 
It’s also important to note that the investment strategy should be communicated as a complementary and long-term component of the income replacement objective. 

Additional Ideas To Increase Effectiveness 

Avoid prototype brain, a condition that curses the life of many qualified plan sales professionals. Prototype plans are easy to establish, but the impairment develops over time when specialists use them too frequently.
In addition to ease of set-up, prototype plans can be inexpensive or free, but the post set-up costs of prototype plans may outweigh the upfront benefits. For example, prototype plans have liberal coverage requirements and may require contributions to participants who would not have received an allocation in another type of plan - such as an individually designed or volume submitter plan - and needlessly could cost the sponsor a significant amount of money. 
Does it make sense to install a free Prototype document only to have the employer fork out thousands of dollars of contributions that could have been saved in another plan type? Of course not. As you can see, prototype plans are not always appropriate and specialists should be more cautious about using them.  

Specialists should also not sell a 401(k) when another plan might be better.   Traditional 401(k) plans are very popular, but a different type of plan may prove to be a better fit. Take the time to evaluate whether a defined benefit plan might be a better choice or maybe a cross-tested component would make sense. 
Keeping an open mind re plan type/design and assuming the role of teacher can definitely help specialists capture more business.  As noted, the solution to capturing that business may, however, require the assistance of other professionals. 

Specialists should also avoid unnecessary technical jargon, i.e., ADP test, accrual rate, etc., and use normal English when speaking with potential clients. Specialists should not require sponsors to spend more of their   time trying to understand what they are saying than necessary. In short, clear and concise explanations lower the barrier to entry.
To benefit from free flowing concepts, messages and effectiveness, specialists should also devote time to thinking about how to communicate their thoughts well in advance of sponsor interface.

Some say practice makes perfect, but this may not be true because “perfect" practice makes perfect. Learn to articulate 401(k) plans by using simple words.
Common Mistakes To Avoid 
Most specialists will admit to having made mistakes in the past and some of the most common mistakes include:
· Not playing to your strengths
· Low-balling your fees

· Not speaking or meeting the real decision makers
· Working with prospects that don't meet your target market

· Allowing fear to keep you from making the sales call

· Reinventing the wheel by attempting to build your own platform

· Not understanding what is motivating the prospect

· Not fully understanding the prospect’s  plan and objectives

· Not building a rapport with the plan participants and missing the opportunity to capture rollover business.
Conclusion 

Plan sponsors are increasingly using investment consultants to guide them through the investment buying and monitoring process. The consulting fees vary by plan size and market segment, but 25 bps on plan assets is common in the mid-market. 
The most frequent method of compensation is through 12(b)1 fees paid on the investment options within the plan. There is also a regular flow of new funds into the plan and given that the 12(b)1 fees are asset-based, the payment is ongoing.

Specialists also have the inside track on capturing IRA rollovers and cross-selling at the plan level.
The 401(k) sales environment is far better than generally recognized and by focusing on the things that plan sponsors and participants value, thoughtful specialists will be rewarded. Some of those things include trust, a helpful attitude and approach, disclosure, useful information and plan design options.  Focusing on things that can be controlled and understood could also offer specialists an edge. 
Turmoil in the financial markets and consolidation also present the ideal conditions for specialists to develop the habits that will set them apart from their competitors.

                                             _______________________________

"We are what we repeatedly do. Excellence then is not an act,
but a habit.”
- Aristotle -
                                             ________________________________
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