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Research sponsor’s introduction

Providing quality retirement and employee benefits at a reasonable cost is an ever-present and increasing 
challenge for employers. Costs for healthcare, and therefore costs for health insurance, continue to rise. 
Volatility in the financial markets and increasing longevity impact defined benefit plan funding as well as defined 
contribution plan outcomes. As a leading provider of benefit programs and risk management solutions, and as a 
large employer ourselves, we are keenly aware of the importance employers place on providing effective benefits 
programs. We are also aware of the challenges they face in doing so. While these challenges are real, we believe 
solutions are within reach.   

We are pleased to once again partner with CFO Research Services to gain insights into how finance executives 
are managing their retirement and employee benefit programs today, and the changes they expect to make in 
the future. Not surprisingly, we find that healthcare costs continue to be top of mind. However, other challenges 
are rising to the forefront, creating the need to help both employees and employers manage risks and create 
acceptable outcomes.  

An increasing number of employers expect to move to an “employee choice” benefits model over the next two 
years, giving employees discretion over the types and levels of benefits selected. In conjunction with this, many 
employers plan to make a broader range of voluntary benefits available to enhance the attractiveness of their 
benefits offerings. Just as employees have had to take on more responsibility for their retirement security, it 
appears that they will be taking on more responsibility for other benefits, such as group life and health insurance, 
as well.     

Defined benefit plan obligations continue to present long-term challenges for employers. These challenges are 
both financial and strategic. Many respondents indicate that funding their pension obligations constrains their 
firm’s cash flow, access to capital, and ability to invest in growth opportunities. 

Many finance executives, including those who expect to retain their defined benefit plans, are concerned that 
employees will be forced to delay their retirements due to inadequate savings. This can be a disappointing 
outcome for employees; it also presents competitive challenges to employers in terms of controlling workforce 
costs and retaining up-and-coming talent.  

Reinforcing what we are hearing from our own clients, the finance executives who responded to the survey 
are considering risk reduction strategies to limit the impact of benefits risks on their firms’ prospects. For their 
defined benefit plans, finance executives are increasingly likely to adopt liability-driven investment and pension 
risk transfer strategies. For their defined contribution plans, finance executives agree that plans need to be 
enhanced, and are looking more closely at retirement income and risk-mitigation products that will enable more 
employees to retire as planned.        

Benefits programs must work for both employers and employees. We are committed to helping employers find the 
right balance of solutions to meet benefits challenges, manage benefits risks, and keep benefits promises—today 
and for decades to come. Thank you for your interest and involvement in this important topic. 

Charles Lowrey
Executive Vice President and Chief Operating Officer, U.S. Businesses 
Prudential Financial
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Note: Percentages may not total 100%, due to rounding.

Industry
Financial services/Real estate/
Insurance              24%

Auto/Industrial/Manufacturing         13%

Chemical/Energy/Utilities 9%

Healthcare 9%

Wholesale/Retail trade 6%

Food/Beverages/ 
Consumer packaged goods  6%

Public sector/Nonprofit 5%

Pharmaceuticals/Biotechnology/ 
Life sciences    4%

Business/Professional services 4%

Media/Entertainment/
Travel/Leisure 4%

Aerospace/Defense 4%

Transportation/Warehousing 3%

Telecommunications 3%

Construction 2%

Other 1%

DB plan assets
More than $5B 22%

$1B to $5B 37%

$500M to $1B 22%

$250M to $500M 20%

Annual revenue
More than $5B 40%

$1B to $5B 38%

$500M to $1B 21%

Less than $500M 1%

Titles
Director of finance 26%

CFO 20%

VP of finance 17%

Controller 12%

EVP or SVP of finance 8%

Senior benefits manager or director  8%

Treasurer 4%

Chief risk officer 2%

Other senior finance executive 4% 

About this report

In December 2011 and January 2012, CFO Research Services (a unit of CFO Publishing LLC) 
conducted a survey among senior finance executives from companies in the United States that 
sponsor defined benefit (DB) plans, to examine the impact of current market forces on benefits 
planning. In particular, this year’s survey examined strategies employers are now pursuing to 
deal with the rising costs of benefits programs while providing employees with the best benefits 
possible. Similar surveys were conducted in 2009 and 2010.

This year’s report is based on a total of 186 complete survey responses from senior finance 
executives working in a broad cross-section of company-size and industry segments, as follows:
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This year’s 
employee benefits 
planning survey 
follows similar 
studies completed 
in 2009 and 2010.
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n  Voluntary benefits for 
active employees and retirees 
are increasingly appealing to 
companies looking to offer a variety 
of benefits at manageable costs.

n The results of the 2012 survey 
suggest that many companies 
are getting closer to making 
decisions about the future of 
their DB plans. Companies that 
still retain their DB plans are 
increasingly focused on managing 
risks. Many have already begun 
to implement liability-driven 
investment strategies, and some are 
considering further steps, including 
pension risk transfer solutions.

n Senior finance executives are 
concerned that employees are 
delaying retirement decisions 
due to inadequate savings. 
These executives are exploring 
enhancements to target-date 
funds, stable value products, and 
guaranteed income products to 
improve DC plan outcomes.  

In December 2011 and January 
2012, CFO Research Services—
in conjunction with Prudential 
Financial, Inc.—surveyed senior 
finance executives from a range of 
midsize and large U.S. companies 
(“2012 survey”). The 2012 survey 
targeted companies that have 
defined benefit (DB) plans with 
$250 million or more in assets. 
The goal was to determine what 
options companies are considering 
for their employee benefits 
plans—DB, defined contribution 
(DC), healthcare, and other group 
insurance plans—in the face 
of rising benefits costs, market 
volatility, and an increasingly 
global economy.

The report’s key findings:

n Employers continue to believe 
employee benefits are critical to 
attracting and retaining talent. 
However, companies must 
balance benefits attractiveness 
with affordability. To achieve this 
balance, many companies intend 
to shift to more of an employee 
choice benefits model.

Shifts in the 
benefits landscape



Controlling the employer cost for company-provided 
healthcare benefits 

Minimizing the impact on employees for the
increasing cost of healthcare benefits 

Increasing employee satisfaction with the company’s 
benefit plans 

Managing employee benefits on a global basis

Reducing or closing the funding gap in the DB plan

Expanding the range of voluntary benefits being 
offered

Reducing the cost of employee benefits other than 
healthcare benefits

Reducing the volatility in the funded status of the 
DB plan 

Ensuring employees have sufficient funds for
a secure retirement 

Figure 1. What are your company’s top three benefits priorities in 2012?
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Figure 1. What are your company’s top three benefits priorities in 2012?

Controlling the employer cost for company-provided 
healthcare benefits

Minimizing the impact on employees for the increasing 
cost of healthcare benefits

Reducing the cost of employee benefits other than 
healthcare benefits

Increasing employee satisfaction with the company’s 
benefit plans

Managing employee benefits on a global basis

Reducing the volatility in the funded status of the DB 
plan

Reducing or closing the funding gap in the DB plan

Ensuring employees have sufficient funds for a secure 
retirement

Expanding the range of voluntary benefits being offered

Note: 1% of respondents chose “Other.”
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Greater employee choice in the 
face of rising benefits costs
Given the difficult economic 
environment, it is of little surprise 
that cost control remains squarely in 
finance executives’ sights. In the 2012 
benefits planning survey, executives’ 
top three concerns all revolve 
around the need to manage costs. 

The 2012 survey shows that 
controlling employer costs for 
healthcare benefits remains finance 
executives’ top priority, by a wide 
margin. (See Figure 1.) However, 
for the first time, reducing the cost 
of employee benefits other than 
healthcare benefits was among the 
top three benefits priorities.

In step with these concerns, 
many respondents acknowledge 
that they will be looking to their 
employees to take on more costs. 
“There will be a major shift 
from costs being borne by the 
employer to costs being borne 
by employees,” explains a VP 
of finance at a large financial 
services company. Altogether, 
65% of respondents say they are 
likely to shift a larger portion 
of costs for healthcare coverage 
to employees, with more than 
half of these respondents saying 
they are “very likely” to take this 
action. An additional 16% of all 

respondents report that they’ve 
already done so. 

At the same time, many finance 
executives continue to believe that 
their companies must also pay 
attention to the quality of benefits 
offerings. The vast majority 
of respondents (79%) say that 
employee benefits are critical for 
attracting and retaining employees 
at their companies. A comparable 
proportion (76%) agree that 
employee satisfaction with benefits 
is important for the success of 
their company.



Figure 2. How would you characterize your benefits strategy?
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29%

15%Today

Mix
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choice model

Within
two years

Employee
choice model
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Figure 2. How would you characterize your benefits strategy?

The challenge is how to strike 
the best balance between these 
competing goals. As one SVP of 
finance at a large energy company 
writes in the survey, the overall 
objective is to “balance the cost 
and benefit.” 

The 2012 benefits survey suggests 
that finance executives see part of 
the solution as providing employees 
with more latitude in selecting their 
own benefits options. A growing 
number of employers are at least 
considering, if not taking steps 
to implement, “employee choice” 
models for their benefits packages.

In a traditional “employer choice” 
model, employers are responsible 
for choosing healthcare, retirement, 
and group benefits for employees—
and for deciding how much funding 
to provide for each of these benefits. 
Conversely, in an “employee choice” 
model, each employee is provided 
with a fixed amount of funding for 
benefits, and employees select their 
benefits using those funds, as well 
as their own funds. 

The survey reveals a gradual 
movement to employee choice 
in benefits programs. Today, only 
15% of respondents describe their 

company’s current strategy as an 
employee choice model. However, 
nearly twice as many respondents 
(29%) expect their companies to 
adopt employee choice strategies 
within two years. (See Figure 2.) A 
VP of finance at a retail firm writes, 
“We will be offering employees a 
wider range of coverage options 
from which to choose, while 
providing the lowest cost possible.”



Figure 3. How likely is your company to expand voluntary benefits?
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Figure 3. How likely is your company to expand voluntary benefits?

Increasing interest in 
voluntary benefits offerings
Many companies are exploring 
voluntary benefits offerings as a 
means of striking the right balance 
between offering a full menu of 
benefits options and keeping a cap 
on costs. Voluntary benefits can 
help to reduce employer costs while 
allowing the company to offer more 
or better options to employees. 
When asked about the most 
significant change the company 
will make in its employee benefits 
programs in the next two years, 
one respondent writes, “We plan 
on adding more voluntary benefits 
while scaling back on employer-
paid benefits.” Another executive 
writes, “We are looking to offer 

voluntary group life insurance and 
dental insurance.”

More than half of all respondents 
(56%) agree that “offering more 
voluntary benefits is a cost-
effective way to increase employee 
satisfaction with benefits,” while 
about half (51%) agree that “offering 
voluntary benefits such as group 
life and dental insurance is the best 
way to provide employees with 
access to these types of insurance.” 

Even larger percentages of 
respondents indicate that their 
companies are likely to expand 
the range of voluntary benefits 

offered to employees (69%) and 
replace some employer-paid 
benefits with voluntary benefits 
(71%). (See Figure 3.) Companies 
are also looking to extend the use 
of voluntary benefits into new 
areas, with 35% of respondents 
now either “somewhat likely” or 
“very likely” to offer voluntary 
benefits to retirees in addition to 
active employees.  



Figure 4. How likely is your company to transfer DB plan risk within the next two years?
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Figure 4. How likely is your company to transfer DB plan risk within the next two years?

More companies are examining the 
steps they can take to reduce the 
risks associated with their DB plan 
obligations, including the risk of 
market volatility. Indeed, more than 
half of respondents (55%) report that 
they have modeled future DB plan 
contributions under conditions with 
significant market volatility.

Many respondents are also running 
models to help plan for the financial 
impacts that increasing longevity will 
have on their DB plan obligations. 
“We have gathered and validated 
statistics,” notes the chief risk officer 
at a large technology firm, “and now 
we are redoing models for increased 

As an indication of the increasing 
seriousness of these considerations, 
nearly half of the respondents 
(45%) in this year’s survey say 
that they have discussed DB risk 
transfer solutions with their boards 
of directors.  

Other companies may still be waiting 
for more risk transfer options to 
become available. More than one-
third of respondents (35%) cite 
increased availability of risk transfer 
choices as one of the factors that 
would be most likely to encourage 
their companies to transfer, followed 
closely by increased DB plan funding 
levels (33%).  

Managing 
DB plan risks
Finance executives are 
increasingly exploring solutions 
to reduce or eliminate the effects 
of funded status volatility. As the 
CFO of a healthcare company 
says, “We are figuring out a 
way to move future risks off our 
company’s balance sheet.”  

The 2012 survey finds an increase 
in the percentage of companies 
likely to transfer DB plan risk to 
a third-party insurer. While only 
5% of respondents have already 
implemented a DB risk transfer 
solution, 43% say they are likely to 
do so within two years—up from 
30% in 2010. (See Figure 4.)  



Figure 5. Business constraints of DB plan obligations

35% 39% 48%

Ability to 
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Figure 5. Business constraints of DB plan obligations

Finance executives 
may be concerned 
that their 
companies will be 
forced to forego 
investments 
in product 
development or 
other growth 
strategies in order 
to meet their 
DB plan funding 
obligations.

companies—not only financially, 
but also strategically. Nearly two-
thirds of respondents (64%) admit 
that their company’s cash flow 
is at least moderately impaired 
by their DB plan obligations. 
(See Figure 5.) Nearly as many 
(59%) worry about their ability to 
increase balance sheet leverage, 
while about half (52%) view DB 
plan obligations as a constraint on 
their ability to invest in growth. In 
addition, a number of respondents 
say that DB plan obligations can 
affect their company’s ability to 
access capital (45%) and its credit 
rating (42%). As a result, finance 
executives may be concerned that 
their companies will be forced 
to forego investments in product 
development or other growth 
strategies in order to meet their 
DB plan funding obligations.

longevity.” A majority of survey 
respondents (57%) report that they 
have done the same.  

In response to concerns about 
both volatility and longevity, 
many finance executives report 
that their companies have begun 
to allocate a portion of their DB 
plan assets to liability-driven 
investment strategies (LDI), which 
focus on matching the duration 
of DB plan assets and liabilities. 
In this year’s survey, 68% of 
respondents report that they 
either have already implemented 
an LDI strategy or were likely to 
do so within the next two years, 
up from 57% in the 2010 survey.

Companies recognize the 
business constraints that DB plan 
obligations may place on their 



...freeze or terminate its DB plan over the next two years?

Not likely
43%

Not likely
29%

Not likely
46%

Not likely
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20%
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...close its DB plan to new entrants over the next two years?

Figure 6. How likely is your company to...

The results of the 2012 survey 
suggest that many companies 
are getting closer to making 
decisions about the future of their 
DB plans. In both the 2010 and 
2012 surveys, respondents were 
asked about the likelihood of 
freezing, terminating, or closing 
their DB plans. In this year’s 
survey, the percentage of those 
replying “Don’t know” decreases 
significantly from the 2010 survey. 
(See Figure 6.)

In the 2012 survey, 31% of 
respondents indicate that they are 
somewhat or very likely to freeze 
or terminate their DB plans over 
the next two years, up from 20% 
in the 2010 study. The percentage 
of respondents who indicate 
they are not likely to freeze or 
terminate their plans increases 
only slightly, from 43% to 46%.  

Finance executives appear to be 
split on their decisions to close 
DB plans to new entrants. While 
those who say that they are 
somewhat or very likely to close 
their DB plans to new entrants 
increases, from 15% in 2010 to 
27% in 2012, the percentage of 
companies not likely to take such 
action also rises, from 29% to 41%. 



Figure 7. Will employees 
have to delay retirement 
due to inadequate savings?

Yes
69%

Executives concerned about 
delayed employee retirement 
outnumber executives who are 
not concerned by more than 
three to one.
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Figure 7. Will employees 
have to delay retirement 
due to inadequate savings?

3 What Employers Lose in the Shift from Defined Benefit to Defined Contribution Plans...And How to Get it Back, Prudential Financial, Inc., 
July 2011.

plans over the past several years. 
However, companies see room 
for improvement in the wake of 
recent market turmoil: a majority of 
respondents (59%) in the 2012 survey 
agree that “target-date funds need 
to be enhanced to provide more 
protection against market volatility.” 

Companies also are increasingly 
considering stable value investments. 
In the 2012 survey, 57% of executives 
confirm that the participants in their 
companies’ DC plans are becoming 
more interested in stable value 
products, which provide principal 
protection and predictable returns 
that have historically exceeded the 
rate of inflation. 

Companies are also becoming 
more likely to offer guaranteed 
lifetime income products. In the 
2012 survey, 41% of respondents 
indicate that their companies are at 
least somewhat likely to offer these 
products in the future. In the 2010 
survey, this percentage was only 
30%. (See Figure 9.) Guaranteed 
lifetime income products provide 
protection against longevity risk. The 
majority of senior finance executives 
also agree that providing guarantees 
in the form of downside risk 
protection is a way to help employees 
stay invested in the stock market.

A large percentage of respondents 
in the 2012 survey (69%) say they 
believe a significant number of 
their companies’ employees will be 
forced to delay retirement due to 
inadequate savings. (See Figure 7.) 

The effects of delayed retirement 
are felt not only by employees; they 
can inhibit a company’s competitive 
advantage as well. Delayed 
retirements can limit companies’ 
abilities to hire new staff and 
provide advancement opportunities 
for existing talent.3 Respondents 
also frequently predict that delayed 
employee retirements will affect 
their company’s ability to control 
workforce costs (44%).

To mitigate the workforce 
management issues that can stem 
from delayed employee retirements, 
some employers are considering 
how they can strengthen DC plans 
to help more participants retire 
as planned. In particular, the 2012 
survey asked about three DC 
investment options: target-date 
funds, stable value investment 
products, and guaranteed lifetime 
income products. (See Figure 8.)

Industry data shows that companies 
have been increasing their use 
of target-date funds within DC 

To mitigate 
the workforce 
management 
issues that 
can stem from 
delayed employee 
retirements, 
some employers 
are considering 
how they can 
strengthen DC 
plans to help more 
participants retire 
as planned. 

Improving 
DC plan outcomes



Figure 8. Do you agree or disagree with these statements about DC plan enhancements?
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Figure 8. Do you agree or disagree with these statements about DC plan enhancements?

Figure 9. Within the next two years, how likely is your company to offer guaranteed 
lifetime income products?
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and considering additional risk 
transfer solutions. 

Even those that offer both DB 
and DC plans are not immune 
to concerns about the effect of 
employees’ inadequate retirement 
savings on the welfare of both 
employees and employers. 
Many companies are looking to 
DC products that can provide 
better retirement outcomes for 
employees despite continuing 
market volatility.

Overall, finance executives are 
actively managing their employee 
benefits strategies to determine the 
best path forward for both their 
companies and their employees. 
A VP of finance at a large 
manufacturing firm sums up this 
holistic approach: “Our goal is to 
evaluate total rewards, including 
salary, retirement benefits (DB 
and DC), and healthcare. We want 
to ensure a competitive balance.” 
This will mean finding ways to 
offer an attractive range of benefits 
while effectively managing benefit 
costs and risks.  

Creating benefits that 
work for employers and 
employees

Overall, finance 
executives are 
actively managing 
their employee 
benefits strategies 
to determine the 
best path forward 
for both their 
companies and 
their employees.

In summary, the 2012 survey finds 
that finance executives continue 
to value their companies’ benefits 
programs—recognizing not only 
the value that these programs 
have for attracting and retaining 
a top workforce, but also how 
they provide for the future 
of their employees. However, 
benefits costs continue to weigh 
heavily on executives’ minds. 
Many respondents to this survey 
are considering all available 
options for creating benefits 
packages that are attractive to 
employees but financially viable. 
For a significant number of 
companies, this will mean shifting 
to an “employee choice” benefits 
structure that is likely to include 
voluntary benefit options.

With respect to retirement 
benefits, respondents whose 
companies have retained their 
DB plans say they are concerned 
about the constraints those plans’ 
financial obligations place on 
their businesses’ futures. As a 
result, increasing numbers are 
reducing risk via LDI strategies 
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