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Like many companies, Allied Irish 
Bank (AIB) recently closed its 
defined benefit (DB) plans. At the 

same time, it began educating its 10,000 
employees about a new retirement 
benefit: a defined contribution (DC) plan 
that offered a healthy employer match 
and a carefully selected target date fund 
as the default investment. 

This change marked a major philosophical 
shift for the firm, which has locations in 
Ireland, the United Kingdom and the 
United States. “In the DB world, people 
didn’t have to think very much about 
their pension until they were coming up 
to retirement, and really, all they were 
thinking about then was how much cash 
they were going to take out,” says Keith 
Gore, AIB’s head of pensions. “When 
we transitioned to the DC plan in 2013, 
our number-one message to employees 
was that they have to pay attention 
along the way.”

The switch to DC was part of a cultural 
transformation at AIB. The firm 
adopted transparency and simplicity 
as its key goals in interactions with both 
customers and employees. To support 
this shift, Gore crisscrossed Ireland, 
conducting more than 50 presentations 
to explain what a DC plan meant for 
employees’ futures and emphasizing 
the importance of their active 
engagement. “We explained the 
changes and said, in a DC world, they 
had to step up to the mark to maximize 
their contributions going forward,” 
Gore says. “We showed in very clear 
terms what we thought they could 
achieve in this system—and we also 
pointed out that, for some people, the 
new plan wouldn’t be as good as what 
they had in the past. That honesty and 
transparency surprised them, and it 
often disarmed them, too.”

Trail-blazing employers are redefining their 
relationship with employees via the emerging 
philosophy of stewardship
B Y  M E G A N  Y O S T  A N D  N AT E  M I L E S

“ We pointed out that, for some people, the new plan 
wouldn’t be as good as what they had in the past. 
That honesty and transparency surprised them, 
and it often disarmed them, too.”

  Keith Gore 
Allied Irish Bank
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STEWARDSHIP  
IN ACTION
Stewardship, an emerging philosophy in 

benefits management, is distinguished 

by its emphasis on shared responsibility 

between employers and employees. 

Employers continue to play a critical 

role in vetting, selecting and monitoring 

the benefits they offer; explaining those 

benefits; and conveying the best ways 

to take advantage of them.

Organizations that act as stewards:

  Align their benefits with their 

corporate values and mission

  Combine health and financial 

programs under an umbrella  

of overall wellness

   Guide and frame choices  

for employees, using such  

behavioral techniques as 

“meta-nudging” to help employees 

avoid making bad decisions

  Personalize benefits and increase 

engagement by targeting benefits 

based on employees’ age, family 

situation and life stage.

in which the employer takes 
responsibility for employees’ well-being. 
It’s also distinct from a self-directed 
approach that places all of the 
responsibility at the feet of employees. 
Employers adopting a philosophy of 
stewardship take a middle path between 
those extremes: They acknowledge and 
embrace the key role that they play in 
influencing employees’ choices, while 
encouraging employees to take an active 
role in improving their own well-being.

A new paradigm
Gore says AIB now has more of an 
adult-to-adult relationship with its 
employees. Its experience is increasingly 
common, as a growing number of 
companies worldwide are exploring 
ways to share responsibility for 
employees’ health and financial 
well-being with employees. 

At State Street Global Advisors, we have 
seen this philosophical shift in action 
over the past 18 months as we’ve worked 
with employers to launch financial 
wellness programs. Employers adopting 
financial wellness initiatives, alongside 
broader programs that include physical 
and emotional wellness, are thinking 
creatively about how they can combine 
the following elements to improve 
employee outcomes:

• PLAN DESIGN
  Uses behavioral science and choice 

architecture to nudge people toward 
more optimal choices.

•  BEST-IN-CLASS  
BENEFITS OFFERINGS

 Attract and retain top talent.

•  PROGRESSIVE  
ENGAGEMENT EFFORTS

  Include proactive communications 
that match an employee’s age and life 
stage with relevant benefits.

The widespread interest in financial 
wellness signals a fundamental change  
in how employers design employees’ 
experience with their benefits offerings. 
We’ve seen companies refer to the 
assistance they provide as “assisted 
consumer approaches” or “guided 
choice.” These terms describe the tactics 
used by innovative employers, but they 
don’t capture the intent underpinning 
these approaches. We see a broader, 
more fundamental paradigm shift 
underway—a philosophy that we call 
stewardship. This new, holistic approach 
to benefits is distinct from paternalism, 

We see a broader, more 
fundamental paradigm 
shift underway—a new 
philosophy that we call 
stewardship.
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The stewardship  
sweet spot
The distinction between stewardship 
and either a paternalistic or self-directed 
philosophy is particularly clear with 
respect to retirement. In the paternalistic 
“do it for me” approach that was  
common in the past, employers assumed 
the majority of the risk—a dynamic 
exemplified by the widespread use of  
DB plans. (Gore points out that DB  
plans don’t shield employees from risk 
altogether, and that many employees  
are not aware of this fact.)

The risk pendulum then swung toward 
employees, with the “do it myself” 
approach that initially characterized 
defined contribution plans. In those  
early days of DC, employees shouldered 
much of the responsibility and risk. 
Overwhelmed by lengthy investment 
menus and at a loss to identify 

appropriate contribution rates, many 
participants responded by doing nothing. 
In the best case scenario, employees took 
the match structure as a signal about 
how much they ought to be saving and 
felt content that they were on track—
regardless of their actual saving rate and 
nest egg. On the whole, participation 
levels were low, contribution rates were 
inadequate and investment outcomes 
frequently were poor.

Unhappy with these results, employers 
began adopting techniques rooted in 
behavioral economics to help employees 
make better decisions. Employers 
aimed to improve retirement outcomes 
and to ensure that their benefits 
packages could attract and retain talent. 
Their initial efforts were successful: 
The adoption of auto-enrollment, 
age-appropriate default investment 
vehicles and auto-escalation—made 
possible by the Pension Protection Act 

just a decade ago—improved 
participation, contribution rates and 
investment allocations. 

However, these features don’t go far 
enough. Many employers have learned 
that employees must understand how  
DC plans and other benefits can be  
used to support the long-term goals  
that employers are trying to help  
them achieve. 

Enter the trailblazers. They recognize 
the role a holistic benefits strategy  
can play in strengthening ties  
with shareholders, executives and 
employees, and even in enhancing  
the corporate bottom line. Indeed,  
a study conducted in 2011 suggests 
that when benefits practices are 
intentionally aligned, they create 
“superior organizational outcomes” 
when compared with HR practices 
that are implemented individually.1 
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Stewardship in action
Employers can act as stewards at  
any stage of their benefits program. 
That said, times of major change may 
present particular opportunities, as 
with AIB. Consider the trend among 
corporate spin-offs to rethink their 
benefits approaches, rather than  
simply copying and pasting the legacy 
company’s approach. “In the last 6  
to 12 months, we’ve seen a number of 
instances in which companies that are 
spinning off from larger entities take 
the opportunity to restructure their  
DC plan,” says Jeri Savage, a partner  
in DC research at consulting firm 

Rocaton. “They’re realizing that 
employees are going to be faced with 
change no matter what. So they figure, 
why not take the opportunity to 
restructure the plan in a way that’s 
aligned with today’s best thinking and 
the company they plan to be, rather 
than a reflection of the company they 
were part of in the past.”

Stewardship also can influence an 
employer’s strategy for communicating 
about benefits and wellness. For instance, 
using nudges can help employees avoid 
counterproductive behaviors; educating 
employees on those nudges—referred to 
as “meta-nudging”—can help employees 
adopt better habits and make more 
thoughtful decisions. 

Consider an example from Google’s 
cafeteria: The company wanted to 
support employees’ desire to eat more 
healthfully, and it knew that people 
with bigger dishes tend to eat more.  
The company didn’t remove all the 
large plates, as a paternalistic firm 
might have. Nor did it leave employees 
alone to decide how much to eat on 
their own, as in a self-directed system. 
Instead, Google simply hung a sign  
by the dishes in the cafeteria noting  
the research about plate size and 
consumption habits. After the signage 
was posted, use of small plates 
increased by 50%.2

AIB’s stewardship philosophy drove  
it to take a similar approach with its 
employee communications. The firm 
focused its messaging on the main 
driver of retirement readiness: employees’ 
contribution rates. In conversations  
with employees, Gore and his team  
often use an analogy to a pint of Guinness. 
The dark body of Ireland’s signature drink 
represents the importance of employee 
contributions, while the thick head of 
foam on top represents the smaller  
impact of market returns. 

Another example: Roughly 80% of AIB’s 
DC participants use the firm’s target 
date fund (TDF). AIB determines which 
TDF each participant should use based 
on projections of his or her retirement 
assets, including any legacy DB funds 
and current DC savings. If an employee 
decides to invest outside of the default, 
the company follows up, sharing the 
results of its projections and explaining 
which TDF it would have chosen for 
them. “We don’t want anybody to 
sleepwalk,” says Gore. “So we show 
them what we would’ve done for them 
in a default world and point out that 
they’ve actually chosen something 
different. As long as they’re happy 
with that, well, that’s their decision.”

Using nudges can help 
employees avoid 
counterproductive 
behaviors; educating 
employees on those 
nudges can help 
employees adopt better 
habits and make more 
thoughtful decisions.
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Moving toward 
stewardship
As you consider the implications  
of a stewardship approach at your 
organization, bear in mind that 
stewardship is not a costly new  
program or benefits offering.  
Rather, it is a philosophy centered  
on developing a strategic approach  
to how you vet, select and promote  
your benefits offering—one that gives 
employees the resources they need  
to cultivate financial well-being and 
guides them away from poor decisions. 
If your organization adopts a stewardship 
mindset, you may decide to add or 
remove specific benefits offerings  
as you work toward a holistic benefits 
approach. (It’s worth noting that your 
organization may already be acting  
as a steward without using the word.)

A stewardship mindset has the potential 
to improve outcomes for employees 
while also aligning your whole 
organization around a common purpose. 
This isn’t strictly theory: Innovative 
companies are already practicing 
stewardship and reaping its benefits. 
We expect many more will adopt it in the 
months and years to come. •

DEVELOP AND ARTICULATE AN OVERALL  
BENEFITS PHILOSOPHY
At your next benefits meetings, set aside time to gain clarity on the overall 
objective of your benefits package. Refer to your organization’s work on 
corporate responsibility, as well as its mission and values, all of which 
should inform your benefits philosophy.

1

IDENTIFY THE BEHAVIORS YOU WANT  
EMPLOYEES TO EXHIBIT
Also look for the potential barriers that employees may face when adopting 
those behaviors. Then consider how you can design your benefits offerings, 
including default options and nudges, to encourage employees to adopt 
those behaviors and, ultimately, to achieve the desired outcomes.

2

ENGAGE STAKEHOLDERS IN  
THE STEWARDSHIP DISCUSSION
Aim for buy-in at all levels, including HR and benefits leaders,  
investment committee members, the C-suite and the board of directors. 
Consider presenting stakeholders with a list of potential next steps for  
your benefits strategy, and use their input to prioritize that list.

3

IDENTIFY YOUR TOP GOAL
It may be tempting to tackle your whole benefits to-do list at once.  
Instead, focus on implementing one key priority identified by stakeholders. 
Kristen Berman from Irrational Labs, a nonprofit behavioral consulting 
company, recommends getting “uncomfortably” specific on one goal:  
Define your first goal, describe what it will looks like once you’ve  
achieved it and set a target date for completion.

4

LET STEWARDSHIP INFORM  
YOUR COMMUNICATIONS EFFORTS
When you plan benefits changes or communications, ensure that they align 
with your benefits philosophy. Consider following AIB’s lead and develop 
clear, simple communications that prioritize transparency and honesty.

5

To advance stewardship at your organization,  
consider the following steps:

A NEW MINDSET 
Watch Megan Yost discuss stewardship at ssga.com/theparticipant.

1  Caldwell, C., D. X. Truong, P. T. Linh, and A. Tuan. 
“Strategic Human Resource Management as Ethical 
Stewardship.” Journal of Business Ethics, 2011.

2  “6 Ways Google Hacks Its Cafeterias So Googlers  
Eat Healthier,” Fast Company, April 2012.
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Glossary 
Annuity: A financial product offered by an insurance company and designed 
to accept and grow funds from an individual and then, upon annuitization, pay 
out  a  stream of payments to the individual over a specified period of time. 
Annuities are often used to secure steady cash flow during retirement years.

Automatic Enrollment: The practice of enrolling employees in a retirement 
savings plan automatically, used by some employers to promote participation. 
Auto-enrolled individuals are given a default savings rate and investment fund, 
which they can then modify or opt out of entirely.

Automatic Escalation: The automated increase of a participant’s rate of contribution 
to their defined contribution plan, designed to encourage the participant to save more. 

Compound Interest: The extra interest generated when an individual takes previously 
accrued interest and adds it back to the sum of a loan or deposit. 

Default Investment Vehicles: Investments used by plan sponsors as the default for 
any participant whom they have automatically enrolled in a retirement savings plan. 

Defined	Benefit	Plan: An employer-sponsored retirement plan where employee 
benefits are derived from a specified formula using factors such as, but not limited to,  
salary history and duration of employment. Investment risk and portfolio management 
are entirely under the control of the company.

Defined	Contribution	Plan: An employer-sponsored retirement plan whereby 
employees make contributions to accumulate wealth during their working years 
to provide income in retirement. Often times, an employer will match an employee’s 
contribution, up to a certain amount.

Glidepath: In a target date fund, the model or system by which a portfolio of assets 
is made more conservative over time as the participant approaches their target date. 

Inflation: An overall increase in the price of an economy’s goods and services 
during a given period, translating to a loss in purchasing power per unit of currency. 
Inflation generally occurs when growth of the money supply outpaces growth of 
the economy. 

Longevity Table: A table displaying the probability that a member of a population 
will live to or die at a particular age. Longevity tables are used to determine the life 
expectancy of individuals at various ages. 

Target Date Fund: An investment fund designed to adjust an asset allocation mix 
over time, typically by becoming more conservative as the target date (usually 
retirement) approaches.

About Us
For nearly four decades, State Street Global Advisors has been committed 
to helping our clients, and those who rely on them, achieve financial security. 
We partner with many of the world’s largest, most sophisticated investors 
and financial intermediaries to help them reach their goals through a rigorous, 
research-driven investment process spanning both indexing and active disciplines. 
With trillions* in assets, our scale and global reach offer clients access to 
markets, geographies and asset classes, and allow us to deliver thoughtful 
insights and innovative solutions.

State Street Global Advisors is the investment management arm of State 
Street Corporation.

*  Assets under management were $2.3 trillion as of March 31, 2016. AUM reflects 
approx. $32.6 billion (as of March 31, 2016) with respect to which State Street 
Global Markets, LLC (SSGM) serves as marketing agent; SSGM and State Street 
Global Advisors are affiliated.

†  SSGA January 2016 Biannual DC Investor Survey. The data were collected  
in October 2015 using a panel of 1,500 U.S. workers, aged 22 to 50, employed 
on at least a part-time basis and offered a DC plan by their employer.
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