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Key Takeaways
Developed as a collaboration between a cross-functional team
Focuses on three areas of participant behavior that affect retirement readiness
Applications in both plan design changes and implementation of financial wellness programs
How do you measure whether your participants will be ready for retirement when the time comes? This is the
question we were faced with in the spring of 2017. The question was driven by wanting to assess – in a
measurable way – the impact of our financial wellness programs for clients. At the same time, our consultants and
relationship managers were in the process of major
plan design changes for a number of clients. We
wanted to find a way to measure whether these
changes could measurably improve retirement
readiness for plan participants.
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Our CEO put together a team of relationship
managers, consultants, analysts, and our innovation
manager to see how we could measure the impact of plan design changes and the
implementation of financial wellness programs. We wanted to craft a one-pager that
contained information on how retirement readiness had changed over time. Right away,
we faced three major questions: what to measure, how to gather the information necessary
to measure it, and how to present it in a meaningful way to our clients.

Over the course of several meetings, we narrowed down the metrics we would quantify into three buckets: savings rates, investment diversification,
and asset preservation. We decided we could gather the necessary information from recordkeepers using a proprietary template—this would make our
process repeatable among different clients.
Participant savings rates is the largest component of the score, as
research shows that it can have the largest impact on retirement
balances over the long run. Our original version created a straight
scale, but we realized it was more important for employees to
contribute to at least an employer’s match than it was moving from
a relatively high deferral rate to another high deferral rate. We
retooled this scale to give greater rewards (or take away more
points) at low deferral rates.

The second component we considered was investment
diversification. We wanted to make sure participants were not
exposing themselves to risk by investing in just one or two
strategies within their plan. As we continued to develop the
scorecard, we decided to make this option two tiered to account for
participants invested in diversified options like target date funds as
well as counting whether they are invested in multiple options.

participant scores.

The third component is asset preservation, which we put in place
to measure the extent to which participants were eroding their
savings. We account for both early withdrawals and loans in

In tandem, these three behaviors come together to create an individual participant score. We view participant scores on the aggregate and their
movement across time periods to identify the positive or negative behavior changes made by participants over the course of implementation of a
financial wellness program, other education initiatives, or plan design changes.
From there, we have continued to develop new aspects of the scorecard. In
addition to a dashboard overview page, the report includes pages that go into
detail on each of the three components so plan sponsors can see if their efforts
to influence a certain factor have been effective. Additionally, after client
feedback, we created an example page with scores for sample participants
under various circumstances to contextualize the scores in an otherwise datafocused scorecard.

We started rolling out our scorecard to clients in 3Q 2017. Clients using the
card have ranged from those implementing a financial wellness program for
employees, to other implementing 401(k) plan re-enrollment. Feedback has
been positive so far. As new, unique client needs arise, we expect to continue
evolving the scorecard to ensure that it remains a useful tool to measure
changes in participants’ behavior and retirement readiness.
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Disclosure
Advanced Capital Group (ACG) is a Registered Investment Advisor (RIA) domiciled in the state of Minnesota and subject to the Investment Advisor Act of 1940. This
information is not a recommendation to sell, hold or buy any security. All investments carry risk of loss and may lose value and past performance is not a guarantee of
future results. Investment products are not FDIC insured, and FDIC and SIPC insurance coverage do not protect investors from market losses due to fluctuation in market
values. As an RIA, ACG does not provide tax advice or legal services. This material is for educational purposes only and does not constitute an investment advisory
agreement. This document is the property of Advanced Capital Group, Inc. CRD #109673.
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