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401(k) Retirement Plan 
Reasons behind a market failure in the 401(k) market
The market failure in the 401(k) market is primarily because of the high fees associated with it. The reason the fees is so high is that the retirement savings of the individual accounts are not efficient or competitive (Hiltonsmith, 2012). Mostly the savers as well as the employers sponsoring the plan lack information about the existence of the retirement plan fees and the true costs associated with the retirement plan and how these fees and costs reduce the returns. The employers and employees face difficulties when trying to switch between the retirement plans. The lack of information regarding the fees and barriers to switching the plans causes the market to become uncompetitive (Hiltonsmith, 2012). Due to lack of competition, the 401(k) providers and investment fund providers charge the savers including the employees and employers, higher prices for their services so as to maximize the provider’s profits. 
The retirement fees are usually high due to a number of reasons. Foremost, the system is complex due to the many players in the market where the saver's funds are actually invested. As a result, the system creates extra cots which are borne by invested employees and the retirees. Secondly, lack of knowledge about the costs of the retirement plan by the employees who contribute to 401(K). Thirdly, employees lack knowledge of the retirement plan fees and costs. The employers offer the retirement plan to their employees because they believe that the retirement plan will attract and retain the most skilled employees. Most employers tend to choose plans that have minimal or no employer costs but with higher expense ratios hence end up passing on the plan costs to the employees (Hiltonsmith, 2012). 

Description and details all of the fees/costs associated with a 401(k)
Trading /Investment fees: This cost takes the largest portion of the 401(k) fees. The cost is usually for investment-related services such as the cost of buying and selling the securities. The fee is broken into expense ratios, front and back sale loads and other costs (Smith, 2018). 
Administrative fees:  this type of fees covers general expenses such as record keeping, processing transactions, accounting, trustee services, and legal services. The fee also covers services such as customer services, seminars for educational purposes and electronic access to information related to the plan (Hiltonsmith, 2012). 
Asset management fees: the fee covers the salaries for the managers who take care of the portfolios, investment researchers and employees who take care of the investment funds. 
Marketing fees: This fee includes the expenses of communicating information to the savers and potential savers through advertisement and brochures (Smith, 2018). 
Below is a calculation of the two individuals total amount of retirement assets after 30 years of investing using the following two examples to display and articulate the effect of compounded fees on two different individuals' retirement accounts with the exact same mutual funds. The two mutual funds have the same before the expense rate of return, but one mutual fund charges a higher expense ratio than the other. Also, there is a description of what effect fees have on the two different individuals' retirement assets:
 (a) Yearly Savings: $15,000, Inflation Rate: 2%, Rate of Return:(8.15%-.15%=8%), Expense Ratio of Mutual Fund: .15%, Periods: 30 years
After 30 years of investing in the mutual fund, this individual will get $107,952. The fee charged includes the inflation rate of 2% and an expense ratio of .15%. At least the amount received at the end of the 30 years is substantial because of the low fees applied hence the impact will be so small on the total investment. 
(b) Yearly Savings: $15,000, Inflation Rate: 2%, Rate of Return:(8.15%-.65%=7.50%) (It is lower than example (a) due to the increased expense ratio), Expense Ratio of Mutual Fund: .65%, Periods: 30 years
The total investment to be received at the end of 30 years of the mutual investment is $32,635. The expense fee applied of .65% is higher than the other investor’s fee of .15%. The increased expense ratio will lead to a lower total investment compared to the investment above.  When the fee is higher the final total investment tends to be lower. 
 A description and a solution to alleviate the problems with 401(k)s
Given the complexities in the retirement plan system and the information asymmetry, there are challenges that employers face especially when selecting the best retirement plan for their employees. Employees also face challenges as they do not have control over their investments. Therefore, the high costs associated with the individual retirement system create shortcomings that need to be attended to by the legislators and regulators of the system. It is important to create a plan that will make the 401(k) user-friendly for the participants (Tony, 2013). To alleviate some of the problems within the current 401(k) framework, the following steps can be utilized.
· Improving the fiduciary standards of the retirement plans including transparency, cost and investment options. 
· facilitate legislative fixes such that the 401(k) is designed to feel like the pension scheme.  There could be an automation of the plan such that employees can secure the retirement plan they desire with limited supervision on their party.
Benchmarking the plan to check whether the plan is properly used in order to achieve the set objectives
Even though these actions will help combat some of the current 401(k) challenges, the saver must still fund the plan as well as bear the risks associated with the investment.
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