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Focus on value
for money
Employers are reviewing their pension schemes to decide if previous choices are still effective
As the automatic-enrolment staging date period
draws to a close, employers that made decisions
about their pension scheme up to four years ago
are coming into a review period. This review is an
opportunity to look closely at pension schemes and
to decide if previous choices are still offering value
for money for both employer and employee.
Ultimately, the requirements from a pension
scheme have not changed: employers are still
looking for good-quality pension schemes and
operational efficiency is a key driver in the
switchers market; schemes should provide a digital
model, operate efficiently at scale, link to payroll
systems and be able to demonstrate value for
money for the member. Running a pension scheme
does not have to be hard and should be as simple as
any other payroll function, so employers can focus
their resources on more strategic considerations.
In any definition of a quality scheme or
discussion of value for money, focus is rightly
given to the investment proposition, in terms of the
performance and the amount of risk taken by the
investment manager. This is particularly true for
the upwards of 90% of savers who are staying in
default funds where the difference between the best
and the worst has a material impact on retirement
incomes; the performance and risk profile of these
funds should also be a key consideration when
employers come to review their chosen scheme.
Many employers are now considering how their
pension scheme design choices and chosen supplier
link to their other benefits and the growing
wellness agenda, particularly financial wellness.
Within the pension arena this has resulted in an
increased focus on member engagement; around
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46% of respondents to the Employee Benefits/Nest
Pensions research 2017 said they were providing
financial education to some or all of their staff and
30% are actively considering whether to offer this,
leaving around 24% of responders that have no
plans to provide any financial education.
The research also showed the three most
common methods of delivering financial education
strategies: face-to-face seminars (60%), one-toone sessions (45%), and online intranet sites (41%).
Measuring the efficacy of each approach and
determining which is most appropriate may also
be worth exploring as part of a review. Asking a
fundamental question regarding what is the
purpose of pensions engagement for an organisation and what behavioural change it wants to drive
is important for employers. It can help shine a light
on the most effective method. For instance, does it
lend itself to tweaking the scheme design or does it
require a communication programme resulting in
an individual’s active decision?
When asked about which retirement concerns
affected their workforces, those responding said
many savers had multiple worries. Around four in
10 responded that the concerns pressing on their
staff centred on savings, the best decisions when
accessing benefits, and the potential lack of money
or security in retirement.
The proportion of employers taking on the
responsibility of providing financial education
internally or hiring a third party to deliver this,
demonstrates the desire among employers to help
their members to the best outcome, which brings
us back to the focus of delivering value to members
and organisations n
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Editor’s comment

Debbie Lovewell-Tuck | editor
Employee Benefits
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As we head towards the first autumn Budget on 23 November, speculation is
rife about Chancellor Philip Hammond’s possible changes to pensions. This is
hardly surprising given the vast pace of change experienced in the pensions
industry over the past few years. In many cases, employers have found it
necessary to digest the latest changes, and review and adapt their workplace
pension arrangements accordingly, often at very short notice. In these cases,
ensuring employees are fully aware of, and understand, the impact of the
changes is a key task on employers’ agendas.
Following the introduction of the pension freedoms in 2015, which give
employees greater freedom in how they take their pension pot at retirement,
many employers have seen an increased need for guidance around pension
decisions at retirement among their workforce.
Two-fifths (40%) of respondents to this year’s Employee Benefits/Nest
Pensions research say that uncertainty about how to make the best decisions
when accessing pension benefits is now an area of concern for their workforce.
Coupled with the fact that 43% believe that concerns about a lack of money in
retirement exist within their workforce, while 41% say that staff are concerned
about their financial security in retirement, and the need for education and
guidance becomes clear. Making the correct decision at this stage is crucial
if pension scheme members are to achieve the retirement they desire.
Looking to the future, the provision of guidance and education around
workplace pensions could become even more important. Among respondents
that believe the UK’s exit from the European Union will impact pensions, more
than a third (34%) say that it will increase employee engagement in retirement
planning, while just over a quarter believe it will prompt staff to increase their
pension contributions.
As this, and other changes in the pensions arena play out, supporting staff
at all stages of their financial journey will become even more vital.

Editor Debbie Lovewell-Tuck debbie.lovewelltuck@centaurmedia.com Interim deputy editor
Julie Gilbert julie.gilbert@centaurmedia.com
Features editor Tynan Barton tynan.barton@
centaurmedia.com Reporter Katie Scott katie.
scott@centaurmedia.com Contributors Sam
Barrett, Ceri Jones, Nigel Peaple Art director
Omair Barkatulla omair.barkatulla@centaurmedia.
com Director of commercial and events
Juliette Losardo juliette.losardo@centaurmedia.
com Senior business development manager
Harriet Fuller harriet.fuller@centaurmedia.com

Business development manager Harry Michael
harry.michael@centaurmedia.com Divisional
managing director Steve Newbold Production
Wendy Goodbun, Lyndon White eb.production@
centaurmedia.com
Employee Benefits Wells Point,
79 Wells Street, London, W1T 3QN
E: eb.editorial@centaurmedia.com
T: 020 7970 4000, Subscriptions 020 7292 3719
W: www.employeebenefits.co.uk
Twitter: @EmployeeBenefit

In association with

e m p l o y e e b e n e f i t s . c o . u k /p e n s i o n s - 2 | N o v e m b e r 2 0 1 7 3

PENSIONS
BENEFITS
RESEARCH
RESEARCH
2017REPORT
ASADSASDASD

Key findings
The survey, which was carried out in September 2017 among readers of employeebenefits.co.uk, received 254 responses.
As a result of rounding, percentages may not add up to 100.

of respondents see
auto-re-enrolment as an
opportunity to review or
change existing
pensions provision

of respondents have
undertaken a pensions
communication
exercise in the last year

23% 45%

cite uncertainty about
how to make the best
decisions when accessing
pension benefits as a key
retirement concern for
their workforce

of respondents offer
an employer
pension contribution
rate of 6-10%

offer a group personal
pension as their primary
scheme; while 14% offer
a trust-based defined
contribution (DC) plan

6%

16%

21%

11%

Sample: All respondents (254)

5,000-9,999

1,000-4,999

500-999

250-499

50-249

10-49

1-49

Number of UK-based employees in respondents’ organisations

9%

19%

5%

5%

20,000 OR MORE

of respondents want to
support staff in making
informed decisions
at retirement

41%

10,000-19,999

65% 27% 58%

8%

Organisation type
Sample: All respondents (247)

24%

PUBLICLY QUOTED

5%
64%

PRIVATELY OWNED

8%
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Scheme type
Pension scheme membership remains high with group personal pension plans the most commonly offered

Julie Gilbert | interim deputy editor
Employee Benefits

Group personal pension (GPP) plans remain the most commonly offered type of scheme
among respondents. Almost half (45%) of respondents to the Employee Benefits/Nest
Pensions research 2017 offer a GPP as their organisation’s primary scheme. Although the
numbers have fluctuated over the years, GPPs have consistently topped the list of the
most commonly offered types of pension schemes since 2005.
Just over one-third (35%) offer a secondary pension scheme for staff. Where organisations offer more than one scheme, it may be that one comprises a historical defined
benefit (DB) arrangement, which is now closed to new entrants and/or future accrual.
Alternatively, employers may have introduced a second type of arrangement for
auto-enrolment purposes for certain sections of their workforce. This is borne out
of the results of this year’s research, which show that final salary (DB) schemes and
group personal pension plans are the most commonly offered types of secondary

plan. This is a slight switch from last year’s
research when trust-based defined contribution
(DC) schemes and master trusts, such as the
National Employment Savings (Nest), were
the most popular secondary pension schemes.
Post auto-enrolment, it is unsurprising that
membership levels remain relatively high in
respondents’ organisations. Just under half (48%)
say 90% or more of their workforce are active
members of their workplace pension scheme, while
just under a fifth (18%) say the same of 80-89% of
their workforce.

Types of pension scheme offered as a primary plan by respondents
GROUP PERSONAL PENSION

45%

TRUST-BASED DEFINED CONTRIBUTION (DC) SCHEME (ALSO KNOWN AS MONEY PURCHASE)

14%

MASTER TRUST (FOR EXAMPLE, NEST, PEOPLE’S PENSION, NOW: PENSIONS)

9%

GROUP SELF INVESTED PERSONAL PENSION

7%

FINAL SALARY DEFINED BENEFIT (DB) SCHEME (CLOSED TO NEW MEMBERS)

7%

STAKEHOLDER SCHEME

6%

CAREER-AVERAGE DB SCHEME

5%

COLLECTIVE DC PLAN

2%

FINAL SALARY DB (OPEN SCHEME)

2%

HYBRID DB/DC

1%

OTHER

1%

Sample: All respondents (230)

Repondents’ pension contribution
rates for the majority of staff

DO NOT KNOW
IT VARIES ACCORDING TO
EMPLOYEE CONTRIBUTION

4%
16%

MORE THAN 10%

1%
2%

11%
6%
10%

8%

5%
23%

Sample: All respondents that offer a primary scheme (209)

6-10%

3%

4%

18%
5%
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Government reforms
Guidance is in the spotlight following the introduction of the 2015 pension freedoms

Julie Gilbert | interim deputy editor
Employee Benefits
Employees’ desire for guidance continues to be prevalent due to the greater choice afforded
to them following the introduction of the pension freedoms in 2015, with a third (33%) of
respondents saying that staff now want and need more guidance around their pension
decisions at retirement. The pension freedoms give staff over the age of 55 greater freedom
in how they access their pension savings, with scheme members now able to take their
pension wealth as a lump sum, drawdown or as an annuity.
The increased choice available to staff appears to have positively impacted engagement
with their pension scheme, which remains the second key way in which the freedoms have

impacted employees and employers. This
year, just over a quarter (28%) said this was
the case. In response to the freedoms, 23%
of respondents to this year’s research have
introduced a financial education programme,
with the same percentage carrying out a
pension engagement exercise, suggesting
staff are better equipped with knowledge.

The top ways pension freedoms are impacting staff and organisations
Sample: All respondents (178)

MORE STAFF WANT AND NEED GUIDANCE WITH REGARD TO THEIR PENSION DECISIONS AT RETIREMENT

33%

STAFF ARE MORE ENGAGED WITH THEIR PENSION SCHEME

28%

MORE STAFF WANT MORE GUIDANCE WITH REGARD TO PENSION SAVINGS THROUGHOUT THEIR CAREER

26%

YOUNGER STAFF ARE MORE MORE ENGAGED WITH THEIR PENSION SCHEME

20%

STAFF ARE NOW RECOGNISING THE VALUE OF THEIR PENSION

20%

MORE STAFF ARE NOW PLANNING FOR THEIR RETIREMENT OR ARE WILLING TO CONSIDER THEIR RETIREMENT PLANS

20%

THEY HAVE MADE NO DIFFERENCE: STAFF REMAIN APATHETIC ABOUT SAVING FOR RETIREMENT

18%

STAFF ARE INCREASINGLY LIKELY TO BE SAVING MORE

17%

STAFF ARE STARTING TO SEE THE WORKPLACE AS A FACILITATOR OF WORKPLACE SAVINGS

15%

STAFF ARE BETTER PREPARED FOR RETIREMENT

14%

PENSION WISE IS TOO BASIC FOR EMPLOYEES' NEEDS

12%

DO NOT KNOW

11%

THEY HAVE MADE NO DIFFERENCE: RESPONDENTS ALREADY OFFER A COMPREHENSIVE AT-RETIREMENT PACKAGE FOR ALL STAFF

8%

THEY ARE PROMPTING RESPONDENTS TO REVIEW THEIR WORKING RELATIONSHIP WITH THEIR PENSION PROVIDER

7%

THEY ARE LITTLE TOO LATE FOR EMPLOYEES APPROACHING, OR AT, RETIREMENT

6%

THEY HAVE FORCED RESPONDENTS TO OFFER GREATER SUPPORT AT RETIREMENT

6%

NONE OF THE ABOVE

2%

The changes respondents have made in their organisation in response to the pension freedoms
Sample: All respondents (230)
THEY HAVE INTRODUCED A FINANCIAL EDUCATION PROGRAMME FOR ALL STAFF

19%

THEY HAVE CARRIED OUT A PENSIONS ENGAGEMENT EXERCISE

19%

THEY HAVE ALTERED THEIR DC PENSION INVESTMENT CHOICES

14%

THEY OFFER STAFF THE ABILITY TO DRAW DOWN THEIR PENSION

14%

THEY HAVE INTRODUCED FINANCIAL EDUCATION FOR STAFF APPROACHING RETIREMENT

13%

THEY HAVE REVISED THEIR PENSION COMMUNICATIONS TO INCORPORATE AT-RETIREMENT GUIDANCE

10%

THEY HAVE INTRODUCED ACCESS TO ONE-TO-ONE FINANCE ADVICE FOR STAFF APPROACHING RETIREMENT

9%

THEY HAVE INTRODUCED FINANCIAL EDUCATION FOR THOSE APPROACHING,
OR AT, THE ANNUAL OR LIFETIME PENSION LIMITS

7%

THEY HAVE INTRODUCED ACCESS TO FINANCIAL ADVICE FOR STAFF APPROACHING,
OR AT, THE ANNUAL OR LIFETIME PENSION LIMITS

6%

THEY HAVE REFERRED ALL STAFF TO PENSION WISE

6%

THEY HAVE INTRODUCED AN ANNUITY REFERRAL SERVICE

2%
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More than a third (37%) of respondents have seen, or will see, costs rising in relation to
pension auto-re-enrolment, according to this year’s research. Almost one-third (27%) have
used this as an opportunity to introduce wider communications around pensions and pension
savings. Meanwhile, almost a quarter (24%), have brought in additional systems to comply
with regulations.
This year saw a large number of employers in the UK going through auto-re-enrolment
for the first time, which has prompted more than a third (39%) of respondents using this
as an opportunity to change their default fund, as well as 33% of respondents seeking to

review or change their existing pension
provider, and just under one third (31%) to
review or change their pension strategy. A
further 23% are using auto-re-enrolment
as an opportunity to review or change their
investment options; while 10% plan to
review or change their pension adviser.

How pensions auto-re-enrolment is impacting respondents’ organisations
Sample: All respondents (161)
IT HAS, OR WILL, INCREASE COSTS

37%

THEY HAVE INTRODUCED, OR WILL INTRODUCE ,WIDER COMMUNICATIONS AROUND PENSIONS AND PENSION SAVING

27%

THEY ARE USING IT AS AN OPPORTUNITY TO REVIEW OR CHANGE THEIR EXISTING PENSIONS PROVISION

27%

THEY HAVE BROUGHT IN, OR WILL BRING IN, ADDITIONAL SYSTEMS TO ENABLE THEM TO COMPLY WITH REQUIREMENTS

24%

THEY HAVE INTRODUCED, OR WILL, INTRODUCE FINANCIAL EDUCATION

22%

THEY HAVE APPOINTED, OR ARE PLANNING TO APPOINT, AN ADDITIONAL
PROVIDER TO ENABLE THEM TO COMPLY WITH REQUIREMENTS

9%

THEY HAVE APPOINTED, OR ARE PLANNING TO APPOINT, AN ADDITIONAL
ADVISER TO ENABLE THEM TO COMPLY WITH REQUIREMENTS

8%

IT HAS PROMPTED THEM TO INTRODUCE AN AT-RETIREMENT STRATEGY TO COMPLEMENT THEIR PENSION SCHEME EFFORTS

5%

THEY HAVE NOT YET AUTO-RE-ENROLLED THEIR STAFF

4%

OTHER

11%

April’s 2016’s reductions to the annual and lifetime pension allowances impacted between
1% and 5% of staff in more than a third (40%) of respondents’ organisations. A further
11% said between 6-10% staff were affected, while 17% said none of their employees
were impacted. This remains broadly in line with previous years.
From 6th April 2016, the annual allowance for those earning more than £15,000 was
tapered down to a minimum of £10,000, where the lifetime contribution for lifetime
allowance for pension contributions moved from £1.25 million to £1 million.

The percentage of respondents that
have decided not to offer an alternative
form of remuneration has remained
consistent year on year. Where respondents
do offer an alternative, cash remains the
most popular option.

What respondents offer as an alternative to pension contributions for staff who reach their annual or lifetime
allowance limits
Sample: All respondents (159)
THEY DO NOT OFFER AN ALTERNATIVE

39%

CASH

37%

THEY DO NOT KNOW

19%

SHARE OPTIONS

4%

CONTRIBUTIONS INTO AN INDIVIDUAL SAVINGS ACCOUNT
(ISA OR OTHER INVESTMENT VEHICLE)

3%

OTHER

6%
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Financial education
Face-to-face sessions remain the most popular method of delivery

Julie Gilbert | interim deputy editor
Employee Benefits

The proportion of respondents that provide financial education for all staff has seen a
marginal rise from previous years. This year, 41% do so, compared to 28% in 2016 and
32% in 2015.
A further 13% of respondents say that while they do not currently offer financial
education, they are in the planning stages of doing so, while an additional 18% indicate
they are considering introducing some form of financial education for staff. It will be
interesting to see if this converts into action, given that 31% of respondents to last
year’s survey said they were planning on introducing some form of financial support
and that it does not yet appear to have occurred.
As in 2016, face-to-face seminars remain the most popular delivery tool that
respondents use to provide financial education to their staff, provided by 60%. One-toone sessions remain in second place, offered by 45% of respondents. The popularity of
online tools and modellers appears to have declined slightly year or year, this year being
overtaken by respondents’ intranet sites and promotional literature as a method of
delivering financial education.
Local independent financial advisers (IFAs) have continued to see a decline as

respondents’ financial educator of choice. Last
year saw a significant drop in popularity for this
method of providing financial education for staff,
with IFAs falling from the top spot in 2015 to fifth
place in 2016.
The use of pension providers has seen a dip in
popularity this year, after taking the top spot in
2016. Just over a quarter (26%) of respondents say
they now use their pension provider as a means of
educating staff, compared to 40% last year.
The proportion of respondents using their own
internal resources to do so, meanwhile, has risen
slightly year on year, topping the list of methods
used by this year’s respondents. Just over two-fifths
(41%) now provide financial education in this way,
compared with 37% in 2016.

Do respondents’ organisations provide financial education?

THEY DO TO ALL STAFF

41%

THEY DO NOT AND HAVE NO PLANS TO DO SO IN THE FUTURE

24%

THEY DO NOT BUT THEY ARE CONSIDERING OFFERING IT

18%

THEY DO NOT BUT THEY PLAN TO OFFER IT

13%

THEY DO TO SOME STAFF

Sample: All respondents (160)
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DO NOT KNOW

The tools respondents use to deliver their financial education strategy

60%

FACE-TO-FACE
SEMINARS

45%

ONE-TO-ONE
SESSIONS

41%

INTRANET SITE

36%

PROMOTIONAL
LITERATURE
(SUCH AS
WORKPLACE
POSTERS,
LEAFLETS,
DESK DROPS)

36%

ONLINE TOOLS
AND
MODELLERS

19%

8%

WEBBASED
SEMINARS

OTHER

1%

Sample: All respondents that provide financial education for staff (73)

The providers of respondents’ financial education

INTERNAL DEPARTMENTS OR RESOURCES

41%

EMPLOYEE BENEFITS CONSULTANT

34%

PENSION PROVIDER

26%

LOCAL INDEPENDENT FINANCIAL ADVISER

23%

SPECIALIST FINANCIAL EDUCATION PROVIDER

15%

PENSION WISE

4%

DO NOT KNOW

3%

OTHER

1%

Sample: All respondents that provide financial education for staff (74)
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At-retirement support
Supporting staff at retirement is particularly apposite since the 2015 pension changes

Julie Gilbert | interim deputy editor
Employee Benefits
The proportion of respondents that offer at-retirement support to employees has changed
little over the years. This year, 40% do so, compared with 46% in 2016 and 45% in 2015.
Supporting staff at retirement is key, particularly following the changes that came into
effect under 2015’s pension changes that introduced much greater choice for employees.
Who has responsibility for providing support has changed little in recent years, with in-house
HR/benefits/reward/learning and development teams, pension providers and independent
financial advisers remaining the most popular choices.
The introduction of the pension freedoms also means that the type of information now

Who is responsible for providing
at-retirement support respondents’
organisations

required by staff approaching retirement
has changed, which, in turn, may have
impacted how respondents deliver support.
When we asked this question in 2014 , prior
to the introduction of the pension freedoms, access to an annuity service other
than the organisation’s pension provider
was the most popular means of support.

HR/BENEFITS/LEARNING AND DEVELOPMENT TEAM

41%

Sample: All respondents that provide at-retirement
support for staff (61)

IN-HOUSE PENSIONS TEAM

34%

INDEPENDENT FINANCIAL ADVISOR

28%

PENSION PROVIDER

25%

BENEFITS CONSULTANT

18%

SPECIALIST PROVIDER

5%

OTHER

5%

How respondents actively support staff approaching retirement
Sample: All respondents that provide at-retirement support for staff (61)

THEY OFFER ACCESS TO FINANCIAL ADVICE

61%

THEY USE ONLINE MODELLING TOOLS

36%

THEY OFFER STAFF THE ABILITY TO DRAW DOWN THEIR PENSION

33%

THEY PROVIDE ACCESS TO INFORMATION VIA THE ORGANISATION’S INTRANET SITE

33%

THEY OFFER ACCESS TO AN ANNUITY SERVICE THROUGH THEIR PENSION PROVIDER(S)

31%

THEY RUN RETIREMENT SEMINARS IN THE 12 MONTHS AHEAD OF PLANNED RETIREMENT

31%

THEY DIRECT STAFF TO PENSION WISE

21%

THEY FUND, OR PART FUND, FINANCIAL ADVICE FOR STAFF

20%

THEY RUN A COMPREHENSIVE COMMUNICATIONS CAMPAIGN TO RAISE AWARENESS ABOUT THE
IMPORTANCE OF SAVING FOR RETIREMENT AND MAKING INFORMED DECISIONS AT RETIREMENT

15%

THEY OFFER ACCESS TO AN ANNUITY SERVICE THROUGH ANOTHER PROVIDER(S)

13%

THEY USE PHONE APP(S)

8%

THEY PROVIDE ACCESS TO INFORMATION VIA THE ORGANISATION’S WORKPLACES

3%

THEY DO NOT KNOW

3%

OTHER

8%
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Just under two-thirds (65%) of respondents that offer at-retirement support to employees do
so because they want to support their staff in making informed decisions.
A further 53% do so because it is part of their culture, while a further 44% believe it
supports their wider HR and strategic initiatives.
Supporting staff at retirement also has a number of advantages for employers. Two-thirds
(66%) say that, regardless of the reason for offering such support, doing so positions them as
a responsible employer and that they see this as part of their duty of care.
The provision of such support also has a number of other strategic advantages for
organisations, including the retention of top staff and employee engagement.
It is therefore encouraging that respondents appear determined to support their staff and
equip them with the knowledge they feel they are missing. More than three-quarters (85%) of

respondents are willing to put pressure on
their pension providers to offer employees
better education and support, and a further
83% will put pressure on pension advisers to
do the same.
This is an ongoing priority for respondents
with 57% saying 1-5% of their workforce
will retire within the next 12 months and
37% and 31% that 1-5% and 6-10% of their
workforce respectively will do so within the
next five years.

Respondents’ attitudes to supporting staff at retirement
Sample: All respondents that provide at-retirement support for staff (62)

THEY WANT TO SUPPORT STAFF IN MAKING INFORMED DECISIONS

65%

IT IS PART OF THEIR CULTURE

53%

IT SUPPORTS THEIR WIDER HR AND STRATEGIC INITIATIVES

44%

IT IS PART OF THEIR DESIRE TO BE AN EMPLOYER OF CHOICE

39%

IT ASSISTS WITH SMOOTH AND POSITIVE TRANSITIONS

31%

IT SUPPORTS THEIR WORKFORCE’S PLANNING STRATEGY

24%

IT SUPPORTS THEIR SUCCESSION PLANNING STRATEGY

24%

IT HELPS THEM TO REMAIN COMPETITIVE

13%

OTHER

3%

What respondents consider to be the key advantages of supporting staff in retirement
Sample: All respondents that provide at-retirement support for staff (61)

IT IS A VALUABLE PART OF THEIR EMPLOYEE VALUE PROPOSITION

66%

IT POSITIONS THEM AS A RESPONSIBLE EMPLOYER/THEY SEE IT AS PART OF THEIR DUTY OF CARE

66%

IT HELPS THEM TO ENGAGE STAFF

39%

IT HELPS WITH THEIR SUCCESSION PLANNING

33%

IT HELPS THEM TO ATTRACT THE BEST STAFF

20%

IT HELPS THEM TO RETAIN THE BEST STAFF

16%

IT IS TOO EARLY TO TELL

3%

THEY DO NOT SEE ANY ADVANTAGES

2%

OTHER

7%
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Communication
The need to communicate effectively around pensions is still a dominant factor for most employers

Julie Gilbert | interim deputy editor
Employee Benefits

Pension communications are high on the agenda for many employers. Just over
half (58%) of respondents have carried out a pensions communication exercise
within the last year. However, this is a fall from the 74% of respondents that said
the same in 2016.
This year, a further 30% have undertaken a pensions communication exercise in the
last one to three years, and just 9% have never conducted a pensions communication
exercise. This compares with 18% and 7% respectively that said the same in 2016.
Among those respondents that have engaged with pensions communications
within the last five years, 86% have done so with all employees, which is up from

80% in 2016. A significantly smaller percentage
of respondents have targeted their pensions
communication exercise at staff who opted
out of the workplace pension scheme after
auto-enrolment was introduced (4%), to
employees who are members of their defined
contribution (DC) pension scheme (6%), or to
both DC scheme and defined benefit (DB) pension
scheme members (2%).

When respondents’ organisation last undertook a pensions communication exercise
IN THE LAST YEAR

58%

1-3 YEARS AGO

30%

4-5 YEARS AGO

3%

5 OR MORE YEARS AGO

1%

THEY HAVE NEVER CONDUCTED ONE

9%

Sample: All respondents (200)

The employees with whom the pensions communication exercise was conducted
Sample: All respondents
that have conducted a
pensions communication
exercise (180)

86%

ALL
STAFF

ALL STAFF IN THE
DEFINED
CONTRIBUTIONS
(DC) SCHEME
6%

STAFF WHO HAVE
OPTED OUT POST
AUTO-ENROLMENT

ALL STAFF IN THE
DEFINED BENEFIT
AND DC SCHEMES

STAFF
APPROACHING
RETIREMENT ONLY

4%

2%

1%

OTHER
4%
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The future
Uncertainty about financial security in retirement continues to be an area of concern for employees

Julie Gilbert | interim deputy editor
Employee Benefits
Just over two-fifths (41%) of respondents believe uncertainty about how to make
the best decisions when accessing pension benefits is an area of concern for their
employees. While this continues to top the list of retirement concerns affecting
respondents’ workforces, it has fallen steadily since 2014, when 60% of respondents
cited uncertainty about how to make the best decisions as a key concern.
The percentage of respondents that say employee uncertainty about what to do
with their pension savings has also fallen steadily. This year, more than one-third
(39%) highlighted it as a concern among their workforce, compared to 41% in 2016
and 52% in 2014.
Just over one-fifth (23%) see uncertainty about how to save for retirement as a
cause for concern among staff. The percentage of respondents that see this as an issue
among their employees has remained relatively steady over the years, being cited by
20% in 2016 and 26% in 2015. It may be that employers’ provision of communication

and education about pension saving post
auto-enrolment and since the pension flexibilities
came in to effect in 2015 have helped to increase
employees’ knowledge of the options available
to them.
Despite this, 41% highlighted an issue around
the level of concern about financial security in
retirement, although this is an improvement on
previous years. In 2016, for example, 53% cited
this as a worry, while 52% did so in 2014.
One-quarter of respondents (25%) also
indicated some concern over the cost of
financial advice.

What concerns respondents’ staff the most regarding retirement
Sample: All respondents (155)

LACK OF MONEY IN RETIREMENT

43%

CONCERNS ABOUT THEIR FINANCIAL SECURITY IN RETIREMENT

41%

UNCERTAINTY ABOUT HOW TO MAKE THE BEST DECISIONS WHEN ACCESSING PENSION BENEFITS

41%

UNCERTAINTY ABOUT WHAT TO DO WITH PENSION SAVINGS

39%

LACK OF A FINANCIAL PLAN

36%

CONCERN ABOUT THE COST OF ADVICE

25%

DO NOT KNOW

24%

UNCERTAINTY ABOUT HOW TO SAVE FOR THEIR RETIREMENT

23%

LACK OF KNOWLEDGE OF WHERE TO GO FOR HELP OR ADVICE

21%

THE END OF THEIR CAREER

20%

THE ABILITY TO PROVIDE FOR CHILDREN AND GRANDCHILDREN

16%

LACK OF ACCESS TO GUIDANCE AND SUPPORT

16%

DETERIORATING HEALTH

16%

LACK OF PURPOSE

12%

LACK OF SOCIAL INTERACTION WITH PEERS

10%

UNCERTAINTY ABOUT THEIR ORGANISATION’S ABILITY TO OFFER ACCESS TO THEIR PENSION FUNDS THROUGH DRAWDOWN

6%

OTHER

3%

More than a third (39%) of respondents believe
it is too early to tell what impact Brexit will
have on pensions. While just under one-third
(32%) believe that the outcome of the June
2016 referendum on the UK’s membership of
the European Union (EU) will have an impact
on pensions, just under a fifth (19%) are
unsure. This is broadly in line with 2016

Do respondents think Brexit will impact pensions?
IT IS TOO EARLY TO TELL

39%

Sample: All respondents (155)
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32%
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11%
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Europe’s data protection will undergo its biggest change in 20 years when General Data Protection Regulation (GDPR) will overhaul
how businesses process and handle data for all individuals within the EU, with the regulation due to take effect from 25 May 2018.
Just under one-third (32%) of respondents are aware of how the GDPR legislation will impact workplace pensions and are already
taking action to ensure compliance. A further 31% say they are aware of the impact but are yet to take action. However, just under
one-third (32%) are not aware of the impact of the legislation in this area at all.

Are respondents aware of how General Data Protection Regulation (GDPR) might impact pensions?
Sample: All respondents (152)

YES AND ARE ALREADY TAKING ACTION

NO

32%

NO AND DO NOT PLAN TO TAKE ACTION

YES AND PLAN TO TAKE ACTION

32%

31%

5%

Three-quarters of respondents (75%) are not planning to introduce the Lifetime individual savings account (Lisa) as a workplace savings
tool; this is a significant increase since 2016 when just a third of respondents (33%) said they would not introduce the Lisa.
The Lisa, which was launched in April 2017, is available to individuals aged 18-40 who will be able to save up to £4,000 a year into
the savings vehicle until the age of 50. The government will contribute a 25% bonus when the savings are put towards a first home or
are withdrawn as retirement income over the age of 60. When withdrawn for other purposes, the saver will forfeit the government
bonus plus interest, and will also incur a charge.

Will respondents’ organisations offer a
Lifetime individual savings account (Lisa)?
Sample: All respondents (153)

75%

THEY WILL NOT
THEY DO NOT, BUT PLAN TO

9%

THEY HAVE NOT DECIDED YET

7%

THEY DO NOT KNOW

6%

THEY ALREADY DO

3%

How respondents believe Brexit will impact pensions
IT IS TOO EARLY TO TELL HOW BREXIT WILL IMPACT PENSIONS				

AGREE 73%

DISAGREE 11%

N/A 16%

BREXIT WILL INCREASE EMPLOYEE ENGAGEMENT IN RETIREMENT PLANNING 			

AGREE 34%

DISAGREE 48%

N/A 18%

BREXIT WILL MOTIVATE STAFF TO DECREASE THEIR PENSION SCHEME CONTRIBUTIONS		

AGREE 31%

DISAGREE 51%

N/A 18%

BREXIT WILL LEAD TO EMPLOYEES BECOMING DISENGAGED FROM RETIREMENT PLANNING

AGREE 28%

DISAGREE 41%

N/A 30%

BREXIT WILL ENCOURAGE STAFF TO INCREASE THEIR PENSION SCHEME CONTRIBUTIONS

AGREE 27%

DISAGREE 62%

N/A 11%

BREXIT WILL MOTIVATE STAFF TO OPT OUT OF THEIR WORKPLACE PENSION SCHEME		

AGREE 27%

DISAGREE 62%

N/A 11%

BREXIT WILL HAVE NO IMPACT ON STAFF						

AGREE 9%

DISAGREE 74%

N/A 17%

Sample: All respondents that believe Brexit will impact pensions (46)

when 14% were unsure how it would impact pensions and 45% felt it was
too early to tell.
For those respondents that believe Brexit will impact their pension
schemes in some way, around a third (34%) believe it will increase
employee engagement with retirement planning, while 31% believe

it will motivate staff to decrease their pension
contributions. Very few respondents agree that
Brexit will have no effect on staff (9%) and almost
three-quarters (73%) agree that it is too early to
know how exiting the EU will affect pensions.
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Ditch the jargon
and make
pensions fun
Engaging employees is all about communicating in a way that resonates

NEED TO KNOW
•• Rather than focus on pensions, employers
can teach concepts such as regular savings
and stock market investment as part of
broader financial education.
•• An audience can be segmented by factors
such as age, life stage, bonus and size of
pension fund to make communications
more personal.
•• Employers should ditch the jargon and
make pensions fun with interactive tools,
apps and games.

READ ALSO
Sam Barrett |
Freelance journalist

Photo: Kai Oberhäuser
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Gamification in pensions communication
bit.ly/2laUoqn
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Retirement savings have come a long way since the days when a poor-value annuity
was the only option for a pension pot that had already been ravaged by high charges.
But, while today’s workplace pensions may offer much better value to employees,
engagement is essential for the best retirement outcomes.
Auto-enrolment has boosted the number of people in pension schemes, but
this alone will not deliver a decent retirement income. Nathan Long, senior pension
analyst at Hargreaves Lansdown, says: “[Employers] need employees to take
individual ownership of their pension. Do this and not only will they take the right
steps to secure a better retirement income, they’ll also value their pension more.”
Encouraging greater engagement benefits employers too. Pension contributions
are a significant, and rising, cost so it makes sense to highlight the value of this
commitment to employees.
Longer term, it can have an even more profound effect on the workplace. Retaining
older employees can be a bonus when they are happy to keep working but, where
they are disgruntled and simply clocking up the hours to top up their retirement

income, this can have a less beneficial effect on
workplace morale.
COMMUNICATION CHALLENGE
There are several challenges when it comes to
engaging employees with their pensions. As well
as a broad audience, running from first jobbers
often saddled with student debt to older employees
approaching retirement, pensions do not
exactly have the most interesting image. Ranila
Ravi-Burslem, director of marketing at the National
Employment Savings Trust (Nest), says: “Most
people fall asleep if you talk to them about pensions.
But ask them what sort of retirement they want and
you get a completely different response.”

“For a 20-year-old,
it’s all about saving
consistently, even if it’s
not a huge amount”

Case study | Ageas Insurance
Ageas seeks to perk its employees’
interest in pension savings

RANILA RAVI-BURSLEM, NEST

Ageas Insurance’s journey to boost
employee engagement with its pension
scheme started back in 2013. Nick
Cansfield, head of reward and policy at
Ageas Insurance, explains: “We’d grown
through acquisitions so there were lots
of different schemes in place. With autoenrolment approaching, we decided it
would be simpler to have one scheme, a
Scottish Widows group personal pension,
with one contribution schedule.”
The next important step came three
years later in 2016, when the insurer, which
employs around 4,000 people, was starting
its auto-re-enrolment process. “It’s not
enough to put a paragraph of pension jargon
in employees’ contracts,” says Cansfield.
“We knew that by making it fun we’d
encourage more employees to join, so when
Scottish Widows suggested a visit with the
Pension Geeks bus and the actual Scottish
widow we leapt at the opportunity.
It’s a brilliant idea: as well as bite-size
presentations and apps, they’re so warm
and welcoming it makes pensions much
more engaging.”

To encourage more employees to
check out the bus, the organisation’s
board also got involved. “They were
handing out postcards to employees; it
created a real buzz,” explains Cansfield.
“Our Stoke office is a great example of this.
Of the 450 employees there, almost half
visited the bus.”
While the bus helped to raise excitement
levels around the organisation’s pension,
this was supplemented with a wider
engagement campaign. This included
pension workshops, broader financial
planning sessions, targeted pension
communications and a competitive loan
scheme to enable employees to get to a
point where they can save for retirement.
Overall, it has delivered some significant
results. Of the 171 employees who had
previously opted-out, 88 decided to stay
in at re-enrolment, plus 82 of the 399
employees who were not eligible have also
joined. “We’re always looking for ways to
increase engagement,” adds Cansfield.
“The more employees understand pensions,
the more they benefit.”

Talking to employees about saving rather than
pensions can make a difference. “For a 20-year-old,
it’s all about saving consistently, even if it’s not a
huge amount,” she adds. “Getting them used to not
seeing the money is key.”
Having this broader financial education focus will
be especially pertinent for younger employees more
focused on saving for a mortgage deposit. Damian
Stancombe, partner in workplace health and wealth
at Barnett Waddingham, says: “It’s very hard to
push the pension in isolation so offer a more holistic
financial education instead. If [employers] can teach
a 20-year-old about budgeting, they’ll be in a better
position to start saving into a pension.”
PERSONAL TOUCH
Making communications as personal as possible
will also help. Martin Parish, area director at
Aon Employee Benefits, explains: “Blanket
communications can be a real turn off. The more
personalised the message, the more [employers
will] drive engagement.”
Employers have a wealth of data that can help
them build a better picture of their employees from
a pensions perspective. “Everything from a marriage
and the birth of a child through to pay rises,
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bonuses and an increase in their pension
contributions can help [employers] tailor
[their] communications,” says Parish.
For example, if an employee gets married
it is sensible to notify them about changing
the benefit nomination on their pension, or if
they receive a chunky bonus, they might
appreciate being told about the tax savings
available if they redirect it to their pension.
Age is also an important trigger. While
starting early can make a huge difference to
an employee’s final pension pot, it is also
important to ramp up engagement around
the age of 50.
As well as all the choices around how they
eventually take their pension, there is still
time to boost savings. “At 50, retirement is
close enough to be real but far enough away
to influence it,” says Long. “Paying in £80
more a month could turn into an extra
£25,000 by the time they retire.”
MAKE PENSIONS FUN
But whatever age, life stage or motivation,
keeping messaging as light and simple as
possible is key. Jonathan Bland, director at
Pension Geeks, says: “I used to think people
weren’t interested in pensions. But they are,
as long as [employers] communicate with
them in a way that resonates.”
As well as ditching the pension jargon and
using language that is accessible, thinking
about the media different demographics use
and the information the employer is trying
to communicate can also make a difference.
“We use social media such as 30-second
videos on Instagram to engage with younger
people but, for older employees where the
messaging can be more complex, it may be
more useful to give them a leaflet they can
read in their own time,” explains Bland.
GETTING INTERACTIVE
Interactive tools, such as calculators,
that show an employee what income their
contributions will generate can also be a
useful way to encourage employees to take
control. These can even be a bit gimmicky,
especially where engagement is generally low.
A good example of this is Scottish Widow’s
Age Me game. Robert Cochran, senior
corporate pensions specialist at Scottish
Widows, says: “This looks at the employee’s
pension situation today and ages a photo of
them to the point when they’ll have enough
to retire. It can be a bit of an eye-opener
but it’s also a great way to start pension
conversations in the office.”
There is plenty of support for employers
keen to boost pension engagement. As well as

“In Australia,
people really start
to engage with
their pension when
it’s worth more
than their car”
NATHAN LONG, HARGREAVES LANSDOWN

Photo: ål nik on Unsplash

material from their pension providers and
advisers, employers can access free support
from the Good Communications Guide, which
was launched by the Pension Quality Mark at
the end of September. It covers everything
from understanding an audience through to
behavioural economics and going digital.
It is also worth looking at the pensions
engagement experiences of other countries,
with the likes of Australia and the US much
more advanced than the UK. While this is
partly due to a greater acceptance of
self-provision, there are lessons to be learnt,
says Long. “In Australia, people really start to
engage with their pension when it’s worth
more than their car,” he explains. “It could
be worth having this as another trigger point
in the UK.”
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Viewpoint
Chris Curry is director at the
Pensions Policy Institute
Automatic-enrolment has changed the
landscape for workplace pensions in the
UK, so now it is the norm for employees to
be saving in a pension, with a contribution
from their employer. But getting people
saving is only the start; there is still plenty
more that employers can do to make sure
that their employees are saving enough
for a good retirement. Not only will that
improve the wellbeing of employees in
the workplace, but it will also give
employees and employers more
choices around retirement.
Two alternatives are often proposed as
to how employers can help employees save
more: engagement and inertia. Engagement
can often prove difficult; the Consumer
engagement: The role of policy through the
lifecourse report, published by the Pensions
Policy Institute in July 2017, highlights all
the reasons employees find it hard to make
active choices around their retirement
savings. Complexity, myopia, mental
short cuts and sometimes fear of getting
it wrong can all lead to people avoiding
even thinking about the subject, let alone
taking action.
But it is possible, sometimes,
to overcome these barriers. Good
communication, which the employee
feels is relevant to them and their situation,
delivered at the right time and in the right
way can have an impact, especially if it
coincides with a ‘teachable moment’: a
point in life such as just starting a job,
buying a house, having children, or
getting married, where people are more
likely to engage in thinking about the
long term.
But good engagement is not easy, and
needs to be well designed for a specific
audience. The alternative, use of the inertia
that has made automatic-enrolment so
successful so far, can be more effective
for more people. Evidence from the
US, Save more tomorrow: Using
behavioral economics to increase employee
saving, published by Thaler and Benartzi
in the Journal of Political Economy in
2004, suggests programmes that build on
automatic-enrolment, such as Save More
Tomorrow plans where employees commit
to increase contributions in the future rather
than straight away, can eventually lead to
contribution rates over 10% of salary, with
most employees staying in the scheme.
However, research also shows that Save
More Tomorrow is more effective if the
plan and the benefits of saving have been
explained at length to the employees before
they sign up. So perhaps the best approach
is not engagement or inertia, but a
combination of the two.
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Brushing
up on
savings

NEED TO KNOW
•• Employers can offer a variety of workplace
savings options to meet employees’
different financial priorities.
•• Arrangements can include individual
savings accounts (Isas), share schemes
and additional pension contributions.

Savings schemes can be an important means for
employees to meet their financial needs

•• Employers should focus their retirement
support for employees on how much
they pay in to, and the growth of, their
pension investments.

READ ALSO
Ceri Jones |
Freelance journalist

How can workplace savings engage
employees with workplace savings?
bit.ly/2xZtSl5

Offering a variety of workplace savings schemes alongside pensions is a service
offered by corporate wraps operated by the big financial and adviser firms. These
platforms give employees the opportunity to contribute through payroll into a
choice of savings plans such as individual savings accounts (Isas), and fund and
share accounts, and manage their accounts online or via a smartphone.
These arrangements are attractive for lower-paid and younger employees who
may want savings products to suit their short-term financial needs, such as paying
off debt or saving for a mortgage deposit in a Lifetime Isa (Lisa) to obtain the
government bonus.
At the other extreme, high earners may be attracted to the idea of having some, or
all, of their savings in one place, and there may be practical advantages such as a
facility allowing the proceeds of a maturing sharesave scheme or share incentive plan
(Sip) to be rolled into their pension or an Isa tax-efficiently.
Older employees could also be approaching the pension annual or lifetime
allowance limits and need to divert contributions to Isas or another type of
tax-efficient savings plan to avoid exceeding these limits and incurring a tax penalty.
A wrap will allow employers to select different propositions to meet the needs
of various employee cohorts and negotiate advantageous group rates for staff.
Jonathan Watts-Lay, director at Wealth at Work, says: “Personal calculations need
to be made to determine the impact of annual allowance and lifetime allowance tax

charges and, if the employer is willing to offer a
cash alternative to a pension contribution, this
adds to the complexity of the decision.
“Many employers now offer a cash alternative to
remaining in the pension scheme but unlike a
pension contribution, the increase in pay is subject
to income tax and national insurance. An alternative
could be to divert contributions into a workplace Isa
where at least the investment will benefit from
tax-free growth.
“A cash Isa offers little benefit for the employee
above what they could source in the high street or
online themselves, but it is a different case when it
comes to a stocks and shares Isa. This is because
employers should be able to negotiate better deals
with fund managers, in the same way as they would
with their pension providers.”
Sips and sharesave schemes now allow monthly
maximum contribution limits of £150 and £500
respectively, so employers could also consider

Photo: @rhondak

Employees’ expected source of income in retirement
Source: The lifetime savings challenge 2017, Close Brothers/Pensions and Lifetime Savings Association, October 2017.

WORKPLACE PENSIONS

78%

STATE PENSIONS

69%

OTHER SAVINGS

40%

PROPERTY – OWN HOME

30%

PRIVATE PENSIONS

30%

WORKING IN RETIREMENT

19%

INHERITANCE

13%

PROPERTY – OTHER
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Lifetime Isas (Lisas), which are geared towards
helping first-time buyers and are available only to
the under-40s, have not yet caught on, but could be
used to allow employees to flex down a portion of
their pension contributions.

Case study | Scisys
IT organisation uses wrap to boost savings
beyond minumum levels
Scisys, an IT and technology company
headquartered in Chippenham, introduced
a workplace savings platform, provided
by Hargreaves Lansdown in April 2013.
The wrap offers a range of savings and
investment products to the Scisys
pension scheme’s 235 members.
The organisation has since seen 62%
of members contributing more than the
minimum they are enrolled at, and 42%
contributing 15% of salary or more, the level
typically recommended by advisers to fund
a comfortable retirement. Some 83% of
members are registered to view their
account online, 31% of whom logged in
during September 2017.
Kate Wisniewski, HR manager at Scisys,
says: “It is lovely to see that people are
saving more than the minimum. The
workforce is highly educated, skilled and
financially savvy, and the [organisation] was
aware that many would want to get involved
in the pension themselves. The wrap ticks a
lot of boxes for us. The service is online and
employees are empowered to make their
own choices if they want to. If they don’t like
an investment fund, for example, they can
change it.”
In fact, 47% select their own pension
investments and are proving good at making
successful choices: on average the top 10

funds selected by members have
outperformed the default fund by 3.2% per
year over the last five years.
In addition, 16% of members save into
additional savings vehicles like individual
savings accounts (Isas) and the Lifetime Isa
(Lisa) alongside their pension. The average
age of the workforce is 44, but this masks
clusters at either end of the age range. This
means that some staff may be getting close
to the lifetime allowance and although the
organisation only makes pension
contributions, this group may wish to invest
in an Isa instead of accruing more into their
pension. At the other end, young graduates
are also choosing to invest in a Lisa as well
as their pension, to save for their first home.
“It works really well for us,” says
Wisniewski. “Employees manage it
themselves with good support from
Hargreaves Lansdown.”

increasing the contribution levels into share schemes, says Watts-Lay. Alternatively,
employees who have opted out of their pension or have maximised their personal
contributions, can make payment from their net pay to their spouse for them
to top-up their pension pot. Tax relief would then be based upon the spouse’s
personal tax situation. “Additionally, if the spouse is a non-taxpayer, [the
employee] can invest up to £3,600 gross per tax year which, net of 20% tax
relief, up to £720, only costs £2,880,” says Watts-Lay.

YOUNGER APPEAL
Kate Smith, head of pensions at Aegon, explains:
“The Lisa market hasn’t fully taken off yet, but this
is likely to change over time. Lisas sit well alongside
pensions for younger employees, whose priority
may be to save for a house. Potentially, they could
also have a role to play for those who have hit the
lifetime allowance, paid in more than the annual
allowance, or are affected by the pension tapering
rules, and want to build up more retirement income.
“Employers will need to re-think their reward
and remuneration packages for higher-earning
employees, to offer them more flexible and
tax-efficient solutions for saving.”
Arguably, however, a strategy that could be
interpreted as weakening long-term pension
savings might not sit easily with some employers.
Dale Critchley, pensions policy manager at Aviva,
says: “We have seen very limited interest in a
workplace Lisa. Encouraging lower pension
contributions, with the consequent loss of tax
relief, is seen as a risk that many employers don’t
feel obliged to take. People also need to take care
when saving in a Lisa because any money not used
to buy a home has to remain invested until age 60,
unless they are willing to accept a penalty levied by
HMRC [HM Revenue and Customs].”
Wraps can sometimes allow employees to pay
into junior Isas and junior self-invested personal
pensions (Sipps) via flexible benefits schemes or
payroll. Very few people take up the offer, however.
There is no tax advantage because contributions
would come directly from the employee’s net pay.
Moreover, junior Sipps are extremely long term in
nature because they are not accessible until the
child has reached age 55, under present legislation.
EMPLOYEE INVESTMENT DECISIONS
Supporting staff with investment decisions remains
a challenge, because many start with only a basic
understanding of their finances. Nathan Long,
senior pension analyst at Hargreaves Lansdown,
says: “Improving financial understanding requires
ongoing education, but the results can lead to staff
retiring when they want and with sufficient income.
Employees have different priorities and offering the
ability to save alongside a pension is crucial to
meeting the needs of the wider workforce.”
There are quick fixes for employers, says Long.
The two biggest impacts on what an employee gets
in retirement are how much they pay in and the
growth of their pension investments. Employers
should focus on improving these for their staff and
help combat the issues of an ageing workforce
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Freedom and
responsibility
The pension freedoms continue to pose challenges for employers and employees

Nigel Peaple |
deputy director DC, lifetime savings and research
at the Pensions and Lifetime Savings Association (PLSA)

Automatic-enrolment has been extremely successful and there are
now 13.5 million people who are active members of a pension scheme,
according to the Office for National Statistics’ (ONS) Occupational
pension scheme survey, published in September 2017. This means
that employers are making a substantial contribution to many
workers’ retirement aspirations. While most employers know how
to support their workforce as they build their retirement nest egg,
the situation is less clear when the employee must convert their
pension pot into retirement income.
Let me explain. Prior to the introduction of the pension freedoms in
2015, the vast majority of people used their defined contribution (DC)
pension pot to purchase an annuity which was designed to provide
them with a guaranteed income for life. Depending on the product
they chose, they might get a better or worse rate but the employer
knew that it was a relatively low-risk decumulation option; especially
when complemented by defined benefit (DB) pension income.
The advent of the pension freedoms has changed this and people now have
significantly more choice as to how they access their retirement savings. Purchasing
an annuity is still an option but so is myriad other new choices. While the freedoms
are to be welcomed, it is challenging for employers and their employees because,
sadly, people find pensions far less interesting than Game of Thrones.
To measure this evolution, the Financial Conduct Authority (FCA) published the
Retirement Outcomes Review: Interim Report in July 2017. It found that accessing pots
early, that is, prior to traditional retirement age, had become the ‘new norm’ with
over half (53%) of pots accessed having been fully withdrawn. It also noted that
most consumers (94%) who had fully withdrawn their DC savings had other sources of
income in addition to the state pension, highlighting that this may become a problem in
the future when this is not the case. The relative popularity of drawdown is also growing
and the FCA noted the market is still developing as consumers adjust to the reforms.
Looking to the future, it highlighted a selection of emerging trends that it felt needed
further consideration, including the worrying view that individuals who fully withdrew
their pots did so partially because they did not trust pensions. It also noted that annuity
providers were leaving the open market and product innovation had been limited
Finally, it pointed out that most individuals accepted drawdown from their current
pension provider without shopping around and that many individuals buy drawdown
without advice but may need further protection to manage it effectively.
To remedy these concerns, it invited industry to respond to the consultation,
focusing on how individuals who purchased drawdown could be protected, competition
could be encouraged, and tools and services to help consumers make good choices could
be developed. The consultation closed on 15 September 2017 and we expect the final
report to be published within the next year.
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So, what do employers need to know? First, it is
natural for employees to look to their employers for
guidance, advice and assistance at retirement so HR
departments need to be in a position to respond to
this need. Employers are not allowed to provide
advice, but they are allowed to point employees
in the direction of resources such as The Money
Advice Service (MAS).
Second, 84% of retirees say they want an income
from their pension savings but, for those who
cannot, or choose not to, engage with complex
financial choices, there is no easy or obvious way
for them to find a good-quality product. One
suggestion that we included within our response to
the consultation was that pension scheme trustees
should be able to select appropriate income products
and signpost them to their members. If this, or a
similar scheme, comes into being, employers are
likely to need to provide either financial or
communications support as part of this.
Until the final report is published, it is difficult
for employers to know what steps they will need to
make. However, it is safe to say that employers need
to consider how they can help employees make the
most of the freedoms in a safe sustainable way
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• award winning in-house investment team ensuring
the best outcomes for retirement

To find out more, visit:
nestpensions.org.uk/nestforlargeemployers

Choose NEST
NEST Corporation
AAF 02/07 report
Internal controls of the Master Trust for the
reporting period 1 April 2016 to 31 March 2017

Nest_FP_IBC_EBS_PensionsResearch_011117.indd 10

NEST Corporation
AAF 02/07 report
Internal controls of the master trust
for the reporting period 1 August 2015
to 31 March 2016

19/10/2017 12:14

The provider of choice
for employers who care
about their workers
At NEST, we’re dedicated to achieving a better
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