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TROUBLING STATISTICS Some worry that a focus on salaries contributes to the corporatization of college, but increases in tuition have led to more student debt.

The way Jon Stein sees it, receiv-
ing financial advice for retirement
should be a fundamental right.

Betterment, the investment firm
Mr. Stein created five years ago,
is one of the so-called prominent
robo-advisers — companies that
automatically build and manage
customized portfolios of low-cost
investments for people who cannot
afford a financial adviser.

Next year, his firm — with 106,000
customers and $2.6 billion in assets
— will begin offering 401(k) plans to
employers, with a focus on smaller
businesses.

Small businesses, which employ
nearly half of all private sector

workers, could use the help. Only
14 percent of employers with fewer
than 100 employees offer a 401(k)
plan, according to the Government
Accountability Office. Even when
these workers have access to a
401(k), they often pay three times
as much as workers at larger com-
panies. And if the business owner
bought the 401(k) plan from a bro-
ker, the investment lineup might
be rife with conflicts of interest and
high-cost, actively managed mutual
funds. Financial advice is not al-
ways an option.

But the landscape is evolving.
In addition to Betterment, several
other technology-driven providers
have started offering 401(k) plans,
with a focus on reducing costs and
the administrative burdens for
small employers. Vanguard start-

ed catering to smaller businesses
about four years ago and has signed
up more than 4,000 employers cov-
ering 162,000 participants.

Mr. Stein said he hoped to elevate
401(k) plans, to include things like
automatic management and rebal-
ancing, taking into account your
rollover Individual Retirement Ac-
count, a spouse’s plans and future
Social Security benefits. By looking
at the entire picture, it can tell you
how much you need to save and in
which accounts.

“That is like fundamental stuff
that everyone should have a right to
if we are going to put the responsi-
bility of saving for retirement on in-
dividuals, which is what we’ve done
in this country,” Mr. Stein said.

Since this advice is driven by al-
gorithms, not humans, it helps con-

tain costs. As it stands now, 401(k)
plans with less than $1 million in
assets had an average cost of 1.6
percent of the plan’s total assets in
2012. That compares with 0.54 per-
cent for plans with $100 million to
$250 million, according to a recent
report.

The fees for small plans vary
greatly. The majority of 401(k)’s
with less than $1 million in total as-
sets had costs that ranged from 0.68
percent to 2.66 percent.

Paying those fees can seriously
affect a nest egg: Paying just 1 per-
centage point more annually could
reduce savings by nearly 30 percent
over an individual’s working career,
according to Labor Department cal-
culations.

For the tiniest companies, Better-
ment will charge .60 percent of plan

assets, plus the cost of the actual in-
vestments, which tend to be another
0.1 percent, on average. There is also
a $1,500 setup fee. The fees decline
as the company’s assets grow.

ForUsAll, Captain401 and Amer-
ica’s Best 401(k) are a few other
newer players, while Employee Fi-
duciary, Capital One’s ShareBuilder
401(k) and Ubiquity have offered
lower-cost plans for a decade or so.

“They are using low-cost funds
and exchange-traded funds, so it is
a lot cleaner and cheaper for every-
one,” said William Trout, an analyst
at Celent who tracks technology-fo-
cused financial firms.

Given the rising number of op-
tions, there hasn’t been a better
time for workers in small business-
es to make a case to their employer
for a new 401(k) plan.
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Tuition Versus Salary
The Department of Education looked
at the salaries of graduates 10 years
after leaving college.

$25,000
Half of graduates at hundreds of
colleges earned $25,000 annually.

$10,600
A quarter of graduates of Bennington
College in Vermont earned less than
$10,600 annually.

$29,900
Male graduates of Duke earned on
average $123,000; female graduates
averaged $93,100.

$47,700
Princeton men earned on average
$47,000 more than their female
counterparts.

Talking Points

Discouraging Numbers
On Educational Mobility
The achievement gaps between
more affluent and less privileged in
the United States is wider than ever,
says Sean Reardon of the Center
for Education Policy Analysis at
Stanford. Only 5 percent of Amer-
icans ages 25 to 34 whose parents
didn’t finish high school have earned
a college degree. By comparison, the
average across 20 rich countries in
an analysis by the Organization for
Economic Cooperation and Develop-
ment is almost 20 percent.

Giving the Bronx a Chance
Outsiders have long known the
Bronx for a reputation of urban
decay, but the borough and its
reputation are changing. With prices
in Manhattan, Brooklyn and parts of
Queens now out of reach for many
renters and buyers, the Bronx has
assumed the mantle of New York’s
next frontier. In some neighbor-
hoods, median home prices jumped
64 percent in the second quarter
from the same time last year.

Tables Set for Overeating
Adults — but not children — con-
sistently consume more food when
given larger portions, plates or
silverware, a large review of studies
has found. “It’s important to be
aware of environmental influences
and to consider what you put on your
plate,” said the lead author, Gareth J.
Hollands of the University of Cam-
bridge. The analysis was published
in The Cochrane Library.

Tata’s Place on the Road
Since Tata Motors bought the Jaguar
and Land Rover brands from Ford
in 2008, global sales of the vehicles
have more than doubled. Sales of
Land Rovers in the United States
have risen 20 percent in the first
eight months of this year. Jaguar
sales have dropped about 4 percent
from 2014.

Colleges give prospective students
little information about how much
money they can expect to earn in
the job market, in part because col-
leges may not want people to know
and because such information is dif-
ficult and expensive to gather.

The federal government recent-
ly released a huge set of data on a
website called College Scorecard,
detailing the earnings of people
who attended nearly every college
and university in America. The gov-
ernment matched data from the fed-
eral student financial aid system to
federal tax returns to calculate how
much money people who enrolled in
individual colleges in 2001 and 2002
were earning 10 years later.

On the surface, the trends aren’t
surprising — students who enroll
in wealthy, elite colleges earn more
than those who do not. But the deep-
er you delve, the clearer it becomes
how perilous the higher education
market can be for students making
choices that don’t always pay off.

The national universities produc-
ing the top earners are no surprise:
Harvard, M.I.T., Stanford and oth-
ers that routinely top the annual

U.S. News & World Report college
rankings. The most troubling num-
bers show up far beneath the upper
echelons of higher education. Elite
institutions prop up the overall av-
erage earnings of college graduates
nationwide. Although earnings of
college graduates continue to out-
pace those of noncollegians by a
significant margin, at some insti-
tutions, the earnings of students 10
years after enrollment are bleak.

The Department of Education
calculated the percentage of stu-
dents at each college who earned
more than $25,000 per year, which
is about what high school gradu-
ates earn. At hundreds of colleges,
less than half of students met this
threshold 10 years after enrolling.

At Bennington College in Ver-
mont, over 48 percent of former stu-
dents were earning less than $25,000
per year. A quarter were earning
less than $10,600 per year. At Bard
College in Annandale-on-Hudson,
the median annual earnings were
$35,700. Results at the University of
New Mexico were nearly the same.

The data reveals how much mon-
ey students are borrowing in ex-
change for earnings. While U.C.L.A.
and Penn State are both prestigious
public research universities, recent
U.C.L.A. grads leave with about 30
percent less debt, even as they are
earning about 30 percent more mon-
ey than counterparts at Penn State.
Harvard students borrow barely a
quarter of what Brandeis students
take on, and earn nearly twice as

much. There is an earnings gender
gap at every top university. The size
of the difference varies a great deal.
At Duke, women earned $93,100 per
year on average, compared with
$123,000 for men, a difference of
$29,900. At Princeton, men earned
$47,700 more than women.

Defining higher education in
purely economic terms risks exac-

erbating what some have described
as the corporatization of the modern
university. People get a lot more out
of college than earnings potential.
The world needs dancers and poets
along with the future investment
bankers and tech entrepreneurs.

The problem is that the dancers
and poets are paying the same, ev-
er-rising tuition, even though the
cost of running a good poetry pro-
gram is probably not much more
than it was in earlier times when
college tuition was much less ex-
pensive than it is today.

Colleges can ameliorate this prob-
lem by providing need-based finan-
cial aid to low-income students. The
new data indicates that some col-
leges are more successful with this
strategy than others.

At the University of Cincinna-
ti, a third of low-income students
(from households earning less than
$30,000 per year) had failed to pay
back any of their student loans five
years after graduation. At the Uni-
versity of Alabama, the number was
roughly a quarter; at Wayne State
University in Detroit, over 40 per-
cent. At the for-profit University of
Phoenix, nearly two-thirds of poor
students are in these dire straits.

It will take time for the raft of new
federal earnings data to seep into
the reputational ecosystem that
continues to govern the higher edu-
cation market. But this new bottom
line will eventually become a per-
manent aspect of how colleges of all
kinds are understood.
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Some students leave
school with a lot of debt
and poor job prospects.

For Graduates, an Earnings Gap

CHUCK LIDDY/THE NEWS & OBSERVER,
VIA ASSOCIATED PRESS

BENJAMIN NORMAN FOR THE NEW YORK TIMES

Simpler, Less Expensive 401(k) Options for Small Business
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