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Retirement planning tools, such as calculators, can help  
workers determine whether their savings and investments are  
keeping them on track for a successful retirement. What factors  
should employers consider when choosing a tool for their employees?
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Employers play a major role in helping employees 
achieve retirement security. They do so through 
the provision of benefits, through education about 
retirement planning and through support for em-

ployees’ planning efforts. This support can take the form of 
general information, planning tools, online personal state-
ments, and access to personalized guidance and coaching in 
financial wellness programs. 

Defined contribution (DC) plans are the most common 
form of employer-sponsored plans today. DC plans leave 
employees with crucial choices, such as how much to con-
tribute to the plan and how to invest those contributions. 
They can be structured to guide employees to good choices 
through design, including defaults and autofeatures, or em-
ployees can be mostly left to make decisions on their own. 
When they are left on their own, they need to have the abil-
ity to evaluate the options and think about trade-offs. Few 
can do this effectively without some support, and planning 
tools are important. 

Too Many Tools in the Toolbox
In a world where DC plans have replaced many tradi-

tional employer-funded pension plans, it is more important 
than ever for employees to be able to plan for their retire-
ment. However, solid retirement planning can be complex 
and requires many calculations using a substantial amount 
of personalized data. Consequently, many retirement plan-
ning tools (i.e., calculators and the like) are now available to 
help retirement plan participants determine whether their 
retirement savings and investment efforts are on track for 
success. These tools vary in their levels of complexity and 
the amount of detail needed to generate meaningful results. 

There are various approaches to retirement planning, 
and the process of selecting and effectively using the right 
planning tool for a given situation can be daunting for the 
typical DC plan participant who may have little or no fi-
nancial analysis expertise. Often, workers are quite liter-
ally at the mercy of whatever tools and guidance are made 
available to them. Employers can help reduce some of the 
associated confusion and stress by providing appropriate 
retirement planning tools as part of their workplace finan-
cial wellness programs. 

Employers are also faced with several critical issues to 
think about as they evaluate which retirement planning 
tools might be appropriate for the needs of their employ-
ees. This article provides information that employers can 
use when asking questions of plan administrators and oth-
er vendors that provide retirement planning tools for the 
workforce.
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The Society of Actuaries (SOA) and Financial Finesse 
recently partnered to develop Retirement Planning Tools, 
a report designed to help users select the software that fits 
their retirement planning needs. This report does not focus 
on specific retirement planning tools but rather on the key 
issues to consider when using these tools. 

Roles for Plan Sponsors and Employers
It is easy for employers and plan sponsors to make retire-

ment software available to employees, but ensuring that these 
retirement tools are appropriate and usable is a more chal-
lenging task altogether. In their experience as actuaries and 
financial planning professionals, the authors have observed 
that most people easily recognize the need to save more for 
retirement, but the mechanics of performing this task effec-
tively can be challenging for many. Table I shows the ques-
tions and common errors that many planners find employ-

ees struggle with when attempting to manage choices within 
their DC plans. 

Employers need to decide what role they will take and 
whether they will provide or recommend tools or an advi-
sory service to help employees make these decisions. 

Thinking About Tools
As mentioned previously, people must make a variety of 

very different decisions as they build retirement assets and 
gradually use them. A broad selection of support tools are 
available to help them understand the issues of building and 
using assets. Employers should think about some basic con-
cepts to understand and choose tools that will be suitable for 
employees.

Questions for employers to consider include:
• What question(s) will the tool help answer?
• How can the employee tell whether the tool fits the situ-

ation, and what do we need to tell employees about that?
• Is the input needed (e.g., annual income, inflation and

investment assumptions) clearly defined, and is it
something that the employees who will be using the
program can be expected to have available?

Another important consideration is differences in basic 
methods of projection. For instance, a deterministic projec-
tion produces a single answer based on the input and as-
sumptions used in the calculations. An individual who is 
using such a tool should be cautioned that it is wise to look 
at multiple scenarios since the future is never certain. In 
comparison, a stochastic projection uses a statistical process 
to consider a range of future experience, and it provides an 
estimate of results in the form of a probability distribution. 
That means that users get an expected result on average, but 
they may also get information to say that the asset amount 
needed to be adequate 90% or 95% of the time is a much 
larger amount. Stochastic models are commonly used by 
professionals when looking at different investment strategies, 
and plan sponsors use them in planning for pension funds. 
However, these models may be challenging for individuals 
to understand and not suitable without personal support for 
some employees. 

Too Much, Too Little or Just Right?
Generally speaking, retirement planning tools can be 

grouped into three categories: simple, intermediate and ad-
vanced. The differences are largely a function of variation in 

Finding the Research

Accessing Retirement Planning Tools, by the Society of 
Actuaries (SOA) and Financial Finesse, is available free 
of charge and can be downloaded at www.soa.org 
/globalassets/assets/files/resources/research 
-report/2019/2019-retirement-tools.pdf.

learn more
Education
Certificate Series—Organizational Strategies for  
Health and Financial Wellness
July 20-21, Boston, Massachusetts
Visit www.ifebp.org/certificateseries for more information.

39th Annual ISCEBS Employee Benefits Symposium
August 23-26, San Diego, California
Visit www.ifebp.org/symposium for more details.

From the Bookstore
Ready or Not: Your Retirement Planning Guide, 47th Edition
International Foundation and Elizabeth M. McFadden. 2020.
Visit www.ifebp.org/readyornot for more information.

Retirement Game-Changers
Steve Vernon. 2018. Rest-of-Life Communications.
Visit www.ifebp.org/books.asp?9131 for more details.

www.soa.org/globalassets/assets/files/resources/research-report/2019/2019-retirement-tools.pdf
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the level of detail needed for the inputs, 
internal assumptions and algorithms as 
well as how detailed the projected out-
comes are. The level of sophistication of 
the internal calculations can vary dra-
matically as well. Following is a look at 
the three categories.

• Relatively simple calculators 
tend to use a deterministic ap-
proach where a single set of basic 
inputs (e.g., age, income, contri-
bution rate, rate of return, etc.) 
produces a single result. Users ei-
ther do or do not have enough 
saved to retire at a particular age, 
for example, and the retirement 
tool suggests how much more to 
save from each paycheck to reach 
their goal. These tools rely more 
heavily on fixed assumptions, 
which may result in less precise 
output than more advanced tools. 

• Intermediate-level retirement 
tools include calculators that are 
more flexible and that produce 
more detailed retirement projec-
tions. For instance, an intermedi-
ate retirement calculator may al-
low users to adjust various 
factors that could influence re-
tirement outcomes, such as al-
lowing for variable rates of in-
vestment return and inflation. 

• Advanced retirement calcula-
tors generally employ stochastic 
modeling to evaluate multiple 
adjustable inputs and a range of 
potential outcomes, such as pro-
longed market downturns, higher 
taxes or health care costs, varia-
tions in spending patterns and so 
forth. Output from these tools 
typically shows the probabilities 
of achieving various retirement 
goals, given a set of variable in-

puts. Table II shows the charac-
teristics of ideal users for each 
level of tool.

Some Insights Into the Market
The many different tools in the mar-

ket come from a variety of different 
types of organizations and are subject 
to varied levels of quality control. Some 
are designed to promote or support the 

sale of various products and services, 
whereas other tools may be less biased. 

Of course, markets change continu-
ously. The authors are not aware of any 
service that provides an up-to-date 
comparison of different tools. Benefits 
consultants are available, however, who 
offer specialized knowledge of retire-
ment tools and how they might be suc-
cessfully used by employers.

TABLE I
Common Retirement Planning Questions and Errors

Common Employee Questions Frequent Errors

How much should I contribute to my 
retirement plan at work?

Not increasing contribution rates from 
the same 3% or so when they first 
enrolled in the plan

Which investment options should  
I select?

Investing too conservatively early on or 
too aggressively near retirement

How do I know if I am saving  
enough for retirement?

Not using retirement calculators to 
estimate future lifetime income from 
savings and investments (or recognizing 
how to use them) 

How can I take money out of my  
retirement plan via loans or  
hardship withdrawals?

Not recognizing how early access to 
retirement plan assets, even through 
loans, can hurt accumulation rates and 
lead to insufficient retirement income in 
the future

TABLE II
From Basic to Advanced: Ideal Users for Different Levels  
of Retirement Calculators

Retirement Tool Ideal Users 

Basic calculators • Early career employees
• Inexperienced defined contribution 

plan participants

Intermediate calculators • More experienced plan participants
• Workers seeking to know how long 

retirement assets might last

Advanced calculators • Plan participants who are within five 
to ten years of retirement

• Financial professionals 
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SOA did some earlier research1 into 
retirement planning tools and used a few 
case studies to test a variety of tools. The 
research revealed big differences in the 
answers produced by the tools. A later 
study that looked at the methods used 
to handle different risks in software also 
found variations.2 The issues raised in 
these studies remain relevant today, since 
the potential for wide variations in an-
swers still exists. Tools can come from a 
wide variety of sources and have varying 
levels of quality control, making it impor-
tant for employers to carefully vet them.

Some tools are provided by plan ad-
ministration services and are embedded 
in their services. Plan sponsors should 
understand such tools and how they are 
presented when they conduct due dili-
gence to evaluate plan administration 
services. Some plan sponsors choose to 
offer advice and guidance to their em-
ployees. The services that offer advice 
often use automated tools. The SOA re-
port Investment and Retirement Advice 

offers a discussion of a range of concep-
tual approaches to offering advice.3

Rise of the Machines
Deciding which among these dif-

ferent types of retirement tools might 
be appropriate for their associates is a 
challenge for employers and plan pro-
viders. Tools that are too simple may 
create a false sense of security among 
people who are not saving enough. 
Complex tools, although potentially 
more accurate, may be too difficult or 
intimidating for the average person 
to use effectively. And any tool is only  
as good as the input provided. Further-
more, numerous studies4,5 have con-
cluded that financial education alone, 
e.g., simply providing financial tools 
for employees to use, is generally not 
sufficient to create meaningful changes 
in employee retirement planning be-
havior. 

One approach that shows promise6 
is to employ various forms of financial 

technology (fintech), with roboadvi-
sors assisting end users with retirement 
saving and investment decisions. As-
set allocation and retirement income 
accumulation in particular appear to 
be strongpoints for roboadvice. With 
respect to retirement calculation tools 
specifically, a recommended approach 
is to avoid relying only on a single tool. 
While the results from two or more 
retirement calculators are unlikely to 
match exactly, using more than one 
tool to identify trends (i.e., saving 
enough vs. saving too little) is highly 
recommended.

In their book The Disruptive Impact 
of FinTech on Retirement Systems,7 au-
thors Julie Agnew and Olivia S. Mitch-
ell offer an overview of the use of fin-
tech to support retirement plans and 
the retirement system and make the 
following key points:

• Fintech includes not only plan-
ning assistance but also invest-
ment advice.

• There are a variety of types of ro-
boadvice available from a number 
of different firms in the U.S. mar-
ketplace. Examples of firms offer-
ing such services are included. 

• Some of these services com-
bine the use of an automated 
service with supplementary 
support from a help desk and 
/or advisor. 

• There is much more support for 
the accumulation period than for 
the payout phase, but some firms 
offer service for the payout phase 
and more are developing. 

• Fees vary a great deal. 

Keeping the Human Touch
Although it is helpful in some re-

spects, technology cannot yet fully re-

takeaways
• Solid retirement planning can be complex and requires many calculations that use a 

substantial amount of personalized data.

• Many retirement planning tools, such as calculators, are available to help retirement plan 
participants determine whether their retirement savings and investment efforts are on track 
for success. Tools vary in their levels of complexity and the amount of detail needed to 
generate meaningful results.

• Considerations when deciding which tool is suitable for employees include the questions 
that it will answer, whether employees will have the required inputs and the methods of 
projection employed by the tools.

• Simple calculators typically produce a single result, while intermediate-level tools produce 
a more detailed projection. Advanced retirement calculators generally employ stochastic 
modeling to evaluate multiple adjustable inputs and a range of potential outcomes.

• Due diligence on the part of employers and plan providers when recommending these tools 
is always wise, and a hybrid approach using both online/fintech and unbiased human-
guided financial coaching appears to be a useful and cost-effective strategy.

• Plan sponsors should pay attention to details, quality control and source of the tool when 
choosing the tool. 
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place the value of human guidance and coaching. For instance, 
among key financial decisions where humans often struggle —
decumulation, tax strategies, long-term care decisions and 
other areas identified earlier—the personalized guidance of a 
knowledgeable and experienced human financial coach can be 
invaluable. Among large employers that have adopted inter-
active financial coaching as part of their corporate financial 
wellness programs, the percentage of employees who demon-
strate positive changes in financial behavior can significantly 
outpace that of workers who do not use or do not have access 
to a human guide or financial coach. 

Financial Finesse8 recently completed a case study that 
examined the level of engagement among employees of a 
large Fortune 500 employer over a ten-year period between 
2008 (when the employer first adopted a financial wellness 
program) and 2018. This study compared the financial and 
workforce behavior of employees who actively participated 
in a company-sponsored financial wellness program with 
behaviors of their fellow employees who had no engagement 
with the program at all. The purpose of the study was to ex-
amine the effectiveness of the program by evaluating the de-
gree of behavioral change based on frequency and type of 
interaction, along with the estimated cost savings to the em-
ployer resulting from these behavioral changes. 

Among the 33,198 participants in this study, average con-
tribution rates to the company’s 401(k) plan increased from 
5.93% among nonusers of the financial wellness program to 
a somewhat higher 6.44% among online-only users and in-
creased more dramatically to 8.79% among participants who 
engaged a human financial coach (CFPs in this case). Com-
bined employee contributions to flexible spending accounts 
(FSAs) and health savings accounts (HSAs) showed similar 
increases. The average annual amount deferred to these ac-
counts among nonparticipants was $680 but more than dou-
bled to $1,376 among employees who used both online and 
human financial coaching opportunities. 

The Right Tool for the Job
Locating a single retirement planning tool that works well 

for everyone all the time seems unlikely. The good news, 
however, is that there are plenty of satisfactory tools available 
to help employees make better retirement planning deci-
sions. Due diligence on the part of employers and plan pro-
viders when recommending these tools is always wise, and 
a hybrid approach using both online/fintech and unbiased 

human-guided financial coaching appears to be a useful and 
cost-effective strategy.

One additional word of caution is in order. Some tools will 
consider personal situations, such as mortgages that will be 
paid off during retirement, expenses for children in college or 
to help other family members, etc. If the tool selected does not 
account for significant aspects of the personal situation, then 
added help is needed to put the results in perspective. 
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