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1 | Executive Summary 

Defined contribution (DC) plans have increased in importance in their role in providing 

retirement income for Americans, taking the place of defined benefit (DB) for many 

workers. Especially with the implosion of many pension plans, DC is rapidly edging out DB 

as one of the legs of the proverbial three-legged stool of retirement: Social Security, 

employer-sponsored pensions, and personal savings. 

However, as DC places more control in the hands of the participant and moves away from 

the paternalism of DB, it often fails to provide the income guarantees of the legacy system. 

Annuities that mirror the guaranteed payments of DB plans may be available but are rarely 

implemented or encouraged, and few employers have useful systems in place to help 

employees think ahead to the issues of income planning for a long lifespan in retirement. 

The regulatory system neither incentivizes nor creates an onus for income planning, leaving 

plan sponsors to their own devices to figure out what products or systems they ought to 

provide their employees. Despite the considerable hurdles to bringing income guarantees to 

the DC world, many people perceive it as an important social and financial mission, and the 

industry is abuzz with talk of guaranteed income. 

In this context, we examine the development of products and programs designed to 

increase participant election of retirement income guarantees, whether in the form of a 

fixed annuity, variable annuity, or a standalone living benefit (SALB)—a contingent annuity 

that marries a variable style guarantee with a contingent fixed annuity.  

This report is based on extensive field research of in-plan guarantee options during which 

we interviewed the manufacturers of each product covered in this report. Due to the dearth 



In‐Plan Guarantees 

2 | Strategic Insight 

of publicly available information on DC options, there is no definitive source for data on 

currently marketed products. However, we have made every effort to identify what is 

available and in good conscience present this report as complete. The report provides key 

characteristics of the products and market as well as reference to publicly available 

information on the internet in order to facilitate further research. 

Key Findings: 

 Target date fund-based solutions are leading the vanguard of product development, 

largely because they are the primary lifecycle vehicle eligible for use as qualified 

default investment alternatives (QDIAs); 

 As with earlier DC innovations, in-plan guarantees are not expected to gain broad 

acceptance until several jumbo plan sponsors adopt income guarantees and the 

Department of Labor/Treasury provide regulatory clarity; 

 However, we also see unusually high implementation among smaller plans and see 

the evolution of this market as bifurcated into a small group of large sponsors with 

conviction and a large population of smaller sponsors; 

 Inclusion of income guarantees among small plan sponsors does not correlate with 

high adoption by those participants; 

 The interest of government agencies in this subject indicates both the acceleration 

of regulatory developments and an environment where income guarantees are 

supported, in turn suggesting that the compliance risks of adopting in-plan 

guarantees are lower than anticipated; 

 The proliferation of products of varying design will continue and solutions have 

already emerged to respond to the market challenges. 


