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This year’s Employee Benefits Pensions research  
2020 is interesting, not least to see if employers  
have a different view as to the issues present due  
to Covid-19. 

The research shows that some employees (22%) 
have accessed financial advice to better understand 
their position. However, the disruption caused by  
the pandemic has seen 16% of employees reducing 
their pension contributions, 15% opting out and  
7% stopping their contributions. With household 
income coming under increased pressure because of 
the pandemic, these actions are most likely due to 
concerns over affordability. 

It may be tempting for employees to try to save 
money by reducing or pausing their pension 
contributions. However, they should plan carefully 
before doing this, because if they can afford to 
continue making regular investments during a  
market downturn, more positive long-term returns 
may be generated. 

According to the research, employers believe the 
lifetime or annual pension tax allowances have 
affected around 5% of employees. Nearly half (49%) 
of employers are not offering employees who reach 
the allowances any alternative to pension 
contributions, while a third (33%) are offering cash. 

Although this issue appears to affect only a small 
percentage of employees, the tax implications could 
be very costly for some. For example, working out 
how close you are to the limits can be complicated 
and some employees may not actually realise how 
close they are to reaching these, and then what to  
do if they are.

The research has also identified the top five 

retirement concerns employers have for their 
employees: uncertainty about how to make the best 
decisions when accessing their pension benefits 
(68%), lack of a financial plan (59%), financial 
security in retirement (59%), running out of money in 
retirement (53%), and a lack of understanding around 
the tax implications of accessing a pension (50%).

Additionally, the research found that employers 
feel that the majority (57%) of employees are not 
saving enough to be comfortable in retirement and, 
on average, with almost a fifth of employees set to 
retire within the next 10 years, it is vital that 
employers take steps to help their workforce take 
control of their retirement savings during this 
uncertain period.

With this in mind, it is positive to see that  
the majority of employers (79%) want to support 
employees in making informed decisions at 
retirement, and almost half (48%) see it as part  
of their duty of care. 

Social distancing rules have meant that many 
employers have had to restrict attendance at  
face-to-face seminars and although they are a 
popular and effective method, providing digital 
solutions, such as online seminars and webcasts,  
are an engaging alternative. 

Additionally, for those who need more support, 
virtual one-on-one guidance sessions or regulated 
financial advice can be delivered via a video call  
or the telephone. 

This approach is particularly useful as it offers 
employees the support needed to help them to clarify 
their financial situation and gain a deeper level of 
knowledge around their retirement income options 

Informed planning
Supporting employees with their retirement savings in uncertain times

Jonathan Watts-Lay | director 
Wealth at Work
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Editor’s comment

Debbie Lovewell-Tuck | editor
Employee Benefits

As with nearly all elements of organisations’ employment propositions, the  
Covid-19 (Coronavirus) pandemic has inevitably impacted workplace pensions during 
2020. Alongside the economic impact, market uncertainty and subsequent fall in 
some fund values, widespread financial difficulties experienced by many individuals 
mean retirement plans for some have been disrupted, while others have been forced 
to question the affordability of monthly contributions in the current climate. 

Such factors have understandably led to much speculation around the lasting 
impact of the pandemic on pensions and employees’ retirement plans into  
2021 and beyond. 

Rather encouragingly, the proportion of respondents that have seen employees 
in their organisation take actions such as reducing contribution levels or opting 
out of their workplace pension scheme is relatively low. Less than a fifth (16%), 
for example, reduced their pension contribution level, while 15% opted out of  
their workplace pension scheme and a further 7% stopped pension contributions. 
Just 4% said employees delayed their retirement plans due to falling fund values.

Instead, it appears employees are seeking support to manage financial 
challenges and improve their financial wellbeing. Just under a quarter (22%),  
for example, accessed financial advice to better understand their position. 

Employers appear to have responded accordingly, with a similar proportion 
(26%) reporting that they have introduced additional communications for 
employees to help them better understand the long-term implications of the 
situation. Ensuring employees have access to information and support about the 
impact of the pandemic on their pension arrangement will be key to ensuring as 
many as possible remain on track for their desired retirement date, or have the 
tools and information they require to adjust this to meet individual circumstances 
if necessary.

During a period of such uncertainty, clear, open channels of communication 
around issues such as financial wellbeing can go a long towards helping employees 
manage their finances in a way that enables them to continue to save for the 
future. There are already questions around the likelihood of some generations 
saving enough for retirement. If the UK is to avoid adding to this problem, 
ensuring individuals are able to continue making retirement provision is vital  
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Key findings
The survey, which was conducted in October 2020 among readers of www.employeebenefits.co.uk, received 94 responses.  

Respondents are involved in pension strategy at their organisation, either as a primary decision maker or decision influencer.

89% 16% 46%

26% 63%

22%

39% 68%

82% 6%
are either aware that  
their employees are  

not saving enough for 
retirement, or are unsure 
whether staff will have 

enough to be comfortable

have reduced pension 
contributions and  
a further 15% have  

opted out of workplace 
pension schemes  
due to Covid-19

that offer financial 
education do so via online 

tools or modellers, 
compared to 42% that  

offer face-to-face 
education

introduced additional 
pensions communications 

during the Covid-19 
pandemic, with 11% offering 
additional support close to 

members’ retirement

of respondents have  
no plans to tackle their 

gender pension gap

of employees have  
sought access to financial 
advice in order to gain a 
better understanding of 
their pension during the 

Covid-19 pandemic

offer a group personal 
pension plan as their 

primary scheme, which has 
remained at the top spot 

since 2005

see uncertainty  
around how to make the 

best decisions when 
accessing pension benefits 

as a key concern for 
employees

believe it is  
too early to tell  
how the impact  

of Brexit will affect 
pensions

 say they have  
never conducted a 

pensions communications 
exercise, whereas 61%  
have done so within  

the past year

Number of employees in respondents’ organisations

6% 15% 21% 7% 10% 24% 7% 4% 6%

Respondents’ organisation type
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Sample: All respondents

59%

PRIVATELY OWNED

12%

PUBLIC SECTOR

6%

VOLUNTARY SECTOR

24%

PUBLICLY QUOTED
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Scheme type
Group personal pension plans remain the most popular type of scheme offered by employers

Tynan Barton | features editor
Employee Benefits

As previous years’ research have found, the most common primary pension scheme is a group 
personal pension (GPP), as offered by more than two-thirds (39%) of respondents.  
A GPP has held the top spot since 2005, and once again, the large gap between this and the 
second most popular plan, a trust-based defined contribution (DC) scheme (18%), 
demonstrates its popularity.

This year’s survey shows that master trusts have fallen in popularity slightly (6%) and 
have been overtaken by trust-based schemes, group self-invested personal pensions (10%), 

and stakeholder plans (7%). Many 
respondents (55%) only operate one pension 
plan for employees, but for those that have a 
secondary one in place, the most common is 
a final salary defined benefit (DB) scheme, 
closed to new members (14%).  After this, a 
GPP is the next most popular secondary 

 GROUP PERSONAL PENSION PLAN 39%

 TRUST-BASED DEFINED CONTRIBUTION (DC) 18% 
 (ALSO KNOWN AS MONEY PURCHASE)  

 GROUP SELF-INVESTED PERSONAL PENSION  10%

 STAKEHOLDER SCHEME  7%

 MASTER TRUST  6%

 FINAL SALARY DEFINED BENEFIT (DB) – OPEN SCHEME  5%

 HYBRID DB/DC  4%

 COLLECTIVE DC PENSION PLAN  4%

 FINAL SALARY DB SCHEME – CLOSED TO NEW MEMBERS  2%

 CAREER AVERAGE DB  2%

 OTHER  4%

Sample: All respondents (83)

Types of pension scheme offered as a primary plan by respondents
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 DO NOT OFFER A SECONDARY PENSION SCHEME TO STAFF  55%

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

14%

 GROUP PERSONAL PENSION PLAN  8%

 FINAL SALARY DB – CLOSED TO FUTURE ACCRUAL  6%

 TRUST-BASED DEFINED CONTRIBUTION (DC)  
 (ALSO KNOWN AS MONEY PURCHASE)  4%

 STAKEHOLDER SCHEME  3%

 FINAL SALARY DB – OPEN SCHEME  1%

 CAREER AVERAGE DB  1%

 HYBRID DB/DC  1%

 GROUP SELF-INVESTED PERSONAL PENSION  1%

 MASTER TRUST  1%

 OTHER  5%

Sample: All respondents (80)

Types of pension scheme offered as a secondary plan by respondents 

pension plan, offered by 8% of respondents. The majority of respondents that offer a DB 
pension as a secondary scheme (30%) are currently reviewing their plan, but are unsure 
about what will happen with it. A quarter of these respondents (25%) also said they have no 
plans to make changes to the scheme or how it is managed. 

However, some employers do have plans in place for their DB schemes; 25% are planning 
to keep it open for future accrual, but closed to new entrants, while 15% said they plan to 
keep it open to new entrants and to future accrual.

Over the years, the number of 
respondents that offer a secondary pension 
plan has increased: in 2016, just 18% offered 
a primary and secondary plan, but in in  
2018 and 2017, a third offered both (36% and 
35% respectively), while in 2019 this figure 
stood at 57%. ❯
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The percentage of employers that have 90% or more of their workforce enrolled in a workplace 
pension stands at nearly half of respondents (47%), a figure which has remained relatively 
consistent since the introduction of auto-enrolment in 2012. 

In April 2019, minimum pension contributions increased from 5% to 8%, requiring 
employers to contribute at least 3% of an employee’s qualifying earnings; with 5% coming 
from the employee. 

This year’s survey shows that the majority of respondents are contributing over and above 
these minimum requirements: more than a quarter (29%) contribute 6-10%, and 9% 
contribute more than 10% of an employee’s salary each month. Just 17% of respondents 
contribute the 3% minimum required by auto-enrolment legislation. Despite the increases in 
employer contributions over the years, the majority of respondents have continually paid 

higher than the requirements: in 2016,  
26% paid 6-10% of salary, while 8% paid 
more than a 10% contribution. 

In 2019, after contribution levels increased  
by law, 25% stated that they paid 5% of 
salary, 21% paid 6-10%, and 12% paid more 
than 10% into their employees’ pension.

In terms of employee contributions,  
28% of respondents’ employees pay the 
minimum 5%, while 9% pay in 6-10% of 
their monthly salary  

Percentage of respondents’ employees that are active members of the primary pension scheme

Respondents’ pension contribution rates for the majority of staff

Minimum employee pension contribution rate for the majority of staff

 FEWER THAN 20% 1%

 20% - 39% 4%

 40% - 49% 4%

 50% - 59% 5%

 60% - 69% 12%

 70% - 79% 9%

 80% - 89% 18%

 90% OR MORE 47%

Sample: All respondents (78)

 1% 0

 2% 1%

 3% 17%

 4% 12%

 5% 17%

 6 - 10% 29%

 MORE THAN 10% 9%

 IT VARIES DEPENDING ON EMPLOYEE CONTRIBUTION  15%

Sample: All respondents (78)

 1% 4%

 2% 7%

 3% 23%

 4% 26%

 5% 28%

 6 - 10% 9%

 MORE THAN 10% 1%

 DO NOT KNOW 1%

Sample: All respondents (74)
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Many employers (47%) took no action with 
regards to their pension scheme in response to 
Covid-19, however, others introduced support 
for employees in the way of education and 
advice. A quarter (26%) introduced additional 
pensions communications and 11% introduced 
pensions education sessions for all staff. A 
further 11% introduced support for those 
employees nearing retirement. Some 
respondents (4%) funded access to financial 
advice for all employees, and 4% funded it for 
those specifically near their retirement date

Covid-19
Many employers have introduced additional support around pensions for employees

Tynan Barton | features editor
Employee Benefits

How Covid-19 has impacted employees’ behaviour around pensions

The action respondents’ organisations have taken around pensions in light of the Covid-19 pandemic

 EMPLOYEES HAVE ACCESSED FINANCIAL ADVICE   
 TO BETTER UNDERSTAND THEIR POSITION  22%

 EMPLOYEES HAVE REDUCED THEIR PENSION CONTRIBUTION LEVELS  16%

 EMPLOYEES HAVE OPTED OUT OF THEIR WORKPLACE PENSION SCHEME  15%

 EMPLOYEES HAVE STOPPED PENSION CONTRIBUTIONS  7%

 EMPLOYEES HAVE INCREASED THEIR PENSION CONTRIBUTION LEVELS  6%
 EMPLOYEES HAVE DELAYED RETIREMENT PLANS  
 DUE TO FALLING FUND VALUES  4%

 EMPLOYEES HAVE TAKEN EARLY RETIREMENT  4%

 EMPLOYEES HAVE WITHDRAWN CASH FROM THEIR PENSION POT  3%

 OTHER  51%

Sample: All respondents (68)

 THEY HAVE TAKEN NO ACTION  47%
 INTRODUCED ADDITIONAL COMMUNICATIONS FOR  
 EMPLOYEES TO HELP THEM BETTER UNDERSTAND  
 THE LONG-TERM IMPLICATIONS OF THE SITUATION  

26%

 INTRODUCED ADDITIONAL SUPPORT  
 FOR MEMBERS NEARING RETIREMENT  11%

 INTRODUCED PENSIONS EDUCATION SESSIONS FOR ALL STAFF  11%

 THEY HAVE TAKEN NO ACTION, BUT PLAN TO IN THE FUTURE  10%

 INCREASED THE AMOUNT OF PENSIONS EDUCATION THEY PROVIDE  7%
 REVIEWED THEIR SCHEME(S) LONG-TERM  
 DEFAULT INVESTMENT STRATEGY  6%

 FUNDED ACCESS TO FINANCIAL ADVICE FOR ALL EMPLOYEES  4%
 FUNDED ACCESS TO FINANCIAL ADVICE  
 FOR THOSE NEARING RETIREMENT  4%

 UNDERGONE A PENSIONS BUY-IN TRANSACTION  0

 UNDERGONE A PENSIONS BUYOUT TRANSACTION  0

 REDUCED THEIR MINIMUM CONTRIBUTION LEVEL  0

 DO NOT KNOW  0

 OTHER  8%

Sample: All respondents (72)

In light of the Covid-19 (Coronavirus) pandemic that took hold in early 2020, and its consequent 
impact on UK businesses, workplace pension schemes could face long-term damage caused by 
changes made this year, such as reduced, or even stopped, contribution levels. 

The Employee Benefits Pensions research 2020 found that 16% of employees in 
respondents’ organisations had reduced their pension contributions, while 7% stopped these 
altogether. A further 15% chose to come out of their workplace pension.

However, nearly a quarter (22%) sought access to financial advice in order to gain a better 
understanding of their pension during this time, and 6% actually increased their contributions.

The pandemic has also affected employees’ retirement plans: 4% have delayed their 
retirement date due to the impact that Covid-19 has had on the value of their pot, but 
conversely 4% have taken early retirement. Some employees (3%) had to access cash from 
their pension pot early.



10  employeebenef i t s .co .uk  |  November  2020

PENSIONS RESEARCH
2020

Engagement
Employers are not confident that their staff will have adequate savings at retirement

Julie Gilbert | interim deputy editor
Employee Benefits

The proportion of respondents that are confident the majority of their employees are  
saving enough to be comfortable in retirement

When it comes to confidence surrounding pension savings, there has been no real change 
since the question was first asked last year. 

More than half (57%) of respondents are concerned that the majority of employees do not 
have enough savings for a comfortable retirement, a slight decline of three percentage points 
year on year.

 Furthermore, an additional 32% of respondents are unsure of the financial situation  
their employees may be facing at retirement, leaving only a small minority (12%) of 
respondents confident that their employees will have a sufficient pension pot at retirement. 

With employment uncertainty caused by the 
Covid-19 (Coronavirus) pandemic, perhaps 
employees are cautious when it comes to 
saving money for the future, believing 
current financial issues may be a more 
pressing matter to deal with. 

It will be interesting to see how this will 
have an effect in the coming year.

Sample: All respondents (76)

THEY 
ARE NOT

THEY 
DO NOT KNOW

THEY 
ARE 

12%

32%

57%
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When respondents’ organisations last undertook a pensions communication exercise

Sample: All respondents (74)

IN THE 
LAST 
YEAR

1 - 3 
YEARS 
AGO

4 - 5 
YEARS 
AGO

3%

30%

61%

Pension communications are high on the agenda for many employers. Almost two-thirds (61%) 
of respondents have carried out a pensions communication exercise within the last year.  
However, this is a slight fall from the 67% that said the same in 2019. Pension communication 
channels tend to fluctuate year-on-year with the number rising to 73% in 2016, dipping to 58% 
in 2017, and rising back to 75% in 2018. Overall, more than half of respondents in the past five 
years have provided some form of communication, with only 5% this year claiming never to 
have conducted a pensions communication exercise for their employees. 

Among those that either have not conducted a pensions communication exercise, or have 

not done so in the past five years, the main 
barrier cited is the lack of resources (60%). 

Last year, just under one-third (31%) of 
respondents felt they had more pressing 
business objectives, compared to 20% this 
year and, surprisingly, none cited not seeing a 
benefit or budget constraints as a reason to not 
conduct a pensions communication exercise. ❯

5 OR MORE 
YEARS 
AGO

1%

THEY 
NEVER 
HAVE

5%
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 PENSION PROVIDER  42%

 RESPONDENTS DEAL WITH IT INTERNALLY  30%

 BENEFITS CONSULTANT  30%

 SPECIALIST FINANCIAL EDUCATION PROVIDER  30%

 INDEPENDENT FINANCIAL ADVISER 21%

 PENSION WISE 3%

 OTHER  3%

 DO NOT KNOW  0

Sample: All respondents (54)

 ONLINE TOOLS AND MODELLERS  48%

 INTRANET SITE  42%

 FACE-TO-FACE SEMINARS  42%

 ONLINE SEMINARS  42%

 PROMOTIONAL LITERATURE (FOR EXAMPLE,  
 OFFICE-BASED POSTERS, LEAFLETS OR DESK-DROPS)  39%

 ONE-TO-ONE SESSIONS  36%

 OTHER   (6%)

Sample: All respondents that offer financial education to staff (33)

 THEY DO TO ALL STAFF 35%

 THEY DO NOT, BUT THEY ARE CONSIDERING OFFERING THIS  22%

 THEY DO NOT, AND THEY HAVE NO PLANS TO OFFER THIS IN THE FUTURE  19%

 THEY DO NOT, BUT THEY PLAN TO OFFER THIS  13%

 THEY DO TO SOME STAFF  11%

Sample: All respondents (72)

In recent years, organisations have been increasingly relying on their pension providers to 
implement a financial education strategy. This year, 42% of respondents’ organisations used  
this option, a rise of seven percentage points year on year. In 2015, just 19% of respondents 
relied on an external pensions provider. 

In-house resources remain consistently popular with almost one-third (30%) of 

Do respondents’ organisations provide financial education?

The providers of financial education strategies

The tools respondents use to deliver financial education

The proportion of organisations that provide financial education for all employees has 
marginally decreased by two percentage points year on year, dipping from 37% to 35%. 

Although it has decreased slightly, this figure is still much higher than the 28% of 
respondents that said they provided financial education for employees in 2016. In addition, 
13% are planning on offering financial education for staff, while a further fifth (22%) of 
organisations are considering it.. 

Among the respondents that offer a financial education programme to either some or all 
staff, the most popular method of doing so has inevitably changed to a more digital form of 
delivery. Online tools and modellers are now the most popular method of doing so, with almost 

half (48%) of respondents’ organisations 
offering this, overtaking face-to-face 
seminars for the first time (42%). 

Online seminars have also risen in 
popularity, rising from 22% in 2019, to 42% 
this year. Other popular forms of providing 
education are intranet sites (42%), face-to-
face seminars (42%), promotional literature 
(39%) and one-to-one sessions (36%).

respondents’ organisations using this option. 
The same can be said for employee benefits 
consultants (30%) and specialist financial 
education providers (30%), which have seen 
little change over the past couple of years
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 NONE 22%
 1-5% 58%
 6-10% 10%
 11-15% 6%
 16-20% 3%
 21-30% 1%
 31-40% 0
 OVER 40% 0

Sample: All respondents (72)

 NONE 13%
 1-5% 42%
 6-10% 27%
 11-15% 10%
 16-20% 1%
 21-30% 6%
 31-40% 0
 OVER 40% 1%

Sample: All respondents (72)

 NONE 9%
 1-5% 20%
 6-10% 32%
 11-15% 19%
 16-20% 7%
 21-30% 6%
 31-40% 6%
 OVER 40% 1%

Sample: All respondents (72)

At-retirement
Employers continue to recognise the value of supporting staff in the run up to retirement

Debbie Lovewell-Tuck | editor
Employee Benefits

Respondents’ willingness to support employees at retirement may well be driven by the ageing 
workforce demographic. Across all respondents, the mean average proportion of employees 
retiring in the next 12 months, five years or 10 years, now stands at 4%, 7% and 11% 
respectively. This is similar to the 5%, 8% and 11% that were due to be doing the same among 
respondents in 2019’s research, and a slight increase on the 2%, 6% and 10% of employees that 
were due to retire in these timeframes in 2018.

When it comes to the proportion of employees in respondents’ workforces due to retire in 
each of these timeframes, little has changed over the past few years. In 2020, for example, 
more than half (58%) of respondents said between 1-5% of employees will be at or near to 
retirement in the next 12 months. This compares to 53% and 68% that said the same in 2019 
and 2018 respectively.

Meanwhile 42% of this year’s respondents 
said 1-5% of their workforce will be at, or 
nearing, retirement in five years, while 32% 
expect 6-10% of their workforce to reach this 
life stage in the next 10 years. This is in line 
with the 35% and 26% respectively that 
reported the same in 2019. In 2018, 34% said 
between 6-10% of their workforce would be 
at, or nearing, retirement in the next five 
years, while 29% said the same proportion of 
staff would do the same in the coming decade.

The proportion of respondents’ workforce that are at, or nearing, retirement in the next 12 months

The proportion of respondents’ workforce that are at, or nearing, retirement within five years

The proportion of respondents’ workforce that are at, or nearing, retirement within 10 years
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 THEY DO NOT 49%

 THEY DO  44%

 THEY DO NOT KNOW 7%

Sample: All respondents (71)

 THEY WANT TO SUPPORT STAFF IN MAKING INFORMED DECISIONS  79%

 THEY SEE IT AS PART OF THEIR DUTY OF CARE 48%

 IT IS PART OF THEIR CULTURE  41%

 IT IS A VALUABLE PART OF THEIR EMPLOYEE VALUE PROPOSITION 31%

 IT IS PART OF THEIR DESIRE TO BE AN EMPLOYER OF CHOICE 28%

 IT SUPPORTS THEIR WIDER HR AND STRATEGIC INITIATIVES 24%

 IT ASSISTS SMOOTH AND POSITIVE TRANSITIONS 21%

 IT SUPPORTS THEIR SUCCESSION PLANNING STRATEGY 21%

 IT HELPS THEM TO ENGAGE STAFF 21%

 IT SUPPORTS THEIR WORKFORCE PLANNING STRATEGY 10%

 IT HELPS THEM TO RETAIN THE BEST STAFF 10%

 IT HELPS THEM TO ATTRACT THE BEST STAFF 10%

Sample: All respondents that support staff at retirement (29)

The proportion of respondents that offer at-retirement support

Respondents’ attitudes to supporting staff at retirement

This year, the proportion of respondents that recognise the value of supporting employees at 
retirement has remained relatively steady after gradually rising over the past few years. Just 
over two-fifths (44%) of respondents to this year’s research stated that their organisation 
now supports staff throughout this life stage, compared to 46% in 2019, 39% in 2018 and  
40% in 2017.

The move from work to retirement can be a significant change for individuals, requiring 
some crucial financial decisions. Offering support with these, therefore, may result in 
improved outcomes for some employees. 

Where respondents offer at-retirement support, the most common form continues to be 
the offer of access to financial advice. This year, this is offered by 59% of respondents, 
compared to 53% in 2019, 56% in 2018 and 61% in 2017. 

Although this year’s numbers are relatively small, the top two reasons for respondents to offer 
at-retirement support have remained unchanged over the past few years. Wanting to support 
staff in making informed decisions and regarding it as part of their duty of care, remain 
employers’ primary motivations in offering such support. 

Conversely, offering at-retirement support in order to be seen as an employer of choice, 
however, appears to have fallen in popularity over the past few years. Just two years ago in 
2018, more than half (51%) said this was a primary driver behind their implementation of 
at-retirement support. This has subsequently fallen to 34% in 2019 and 28% this year. 

The primary parties responsible for providing at-retirement support have also remained 
unchanged over the past few years. HR, benefits, reward, and learning and development 
professionals remain the most likely to do so, as is the case among 52% of respondents. 

Running retirement seminars 12 months 
ahead of individuals’ planned retirement 
date and the use of online modelling tools 
also remain popular.

This year, however, has seen a rise in the 
popularity of smartphone or tablet apps, 
which has increased by nine percentage 
points to 17%. This may reflect the working 
landscape during the Covid-19 (Coronavirus) 
pandemic, which saw many employers look 
for virtual tools to support their workforce.

They are followed by pension providers 
(44%), independent financial advisers (26%), 
benefits consultants (22%) and the in-house 
pensions team (19%).

Where employers do not offer at-
retirement support, 39% of respondents say 
this is due to lack of resources, while 27% 
believe it is their pension provider’s 
responsibility. A further 21% do not have the 
budget to do so and 18% do not believe it is 
their responsibility  
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 RESPONDENTS DO NOT OFFER AN ALTERNATIVE 49%
 CASH 33%
 DO NOT KNOW 10%
 CONTRIBUTIONS INTO AN INDIVIDUAL SAVINGS ACCOUNT (ISA)  
 OR OTHER INVESTMENT VEHICLE 7%

 OTHER 3%

Sample: All respondents (72)

Government reforms
The true impact of Brexit on pensions may not be apparent for some time yet

Tynan Barton | features editor
Employee Benefits

The Lifetime individual savings account (Lisa) was launched in April 2017, as a savings vehicle 
for individuals aged 18-40. The Lisa, originally announced in the March 2016 Budget, allows 
someone to save up to £4,000 a year 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.

Despite interest from employers, it has never taken off in popularity. In 2016, after the 
scheme was announced, just 7% of respondents said they would implement it, while 33% said 

The proportion of staff affected by the lifetime or annual pension tax allowance limits

Alternatives offered to pension contributions for staff who reach their annual or lifetime allowance limits

Do respondents offer the workplace Lifetime individual savings account (Lisa)?

 NONE 11%
 1 - 5% 44%
 6 - 10% 4%
 11 - 15% 6%
 16 - 20% 6%
 21 - 30% 0
 31 - 40% 1%
 OVER 40% 3%
 DO NOT KNOW 25%

Sample: All respondents (72)

 THEY DO NOT  83%
 THEY DO NOT, BUT THEY PLAN TO 8%
 THEY DO 6%
 DO NOT KNOW  3%

Sample: All respondents (77)

In April 2016, the government announced changes to the annual allowance and the lifetime 
allowance limits. For those earning more than £150,000 a year, the annual allowance was 
tapered down to a minimum of £10,000, while the lifetime allowance for pension contributions 
moved from £1.25 million to £1 million. In October 2020, it was announced that the lifetime 
allowance limit will increase to £1.078 million from April 2021.

The proportion of employees that are affected by these changes has not changed greatly 
over the years; it has always affected mainly 1-5% of workforces, as cited by 44% of 
respondents this year. Many respondents do not offer an alternative option for employees who 
reach their annual or lifetime allowance limits. The 49% of respondents that stated this 

reflects previous years’ results: 37% said the 
same in 2018, and 38% in 2016.

Offering cash has always been the top 
alternative for those employers that do give 
their staff an option, as cited by a third (33%) 
of respondents this year. A similar proportion 
said the same in 2016 (38%) and 2017 (37%), 
while a higher proportion offered this option 
in 2018 (42%) and 2019 (52%). 

they would not. These numbers have not 
changed much over the years: in 2017, after 
the scheme was launched, 3% of employers 
offered the Lisa, 9% planned to implement it, 
but 75% said they would not offer. This year’s 
results present a similar picture, as 83% of 
respondents do not offer the Lisa, 8% plan to 
and just 6% offer it already. 
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When the UK voted to leave the European Union (EU) in June 2016, 45% of respondents to our 
pensions research replied that it was too early to tell if Brexit would impact pensions. This year, 
with just a few months until the transition period comes to an end, the majority (82%) believe 
that any impact will not be seen for a while yet. 

Opinions have changed over how Brexit may impact pensions; in 2016, 43% of respondents 
believed it would increase employees’ engagement with retirement planning. However, the 
proportion of employers that share this view has declined over the years, from 34% in 2017, 
20% in 2019, to just 12% this year. Conversely, as Brexit draws closer, the number of 

How respondents believe Brexit will impact pensions

respondents that believe it will have no 
impact on employees has increased: 37% 
agree with the statement this year, compared 
to 30% in 2018 and 9% in 2016.

Encouragingly, many do not believe Brexit 
will lead to employees leaving their pension 
scheme, or decreasing their contributions, as 
cited by 69% and 72% respectively  

Sample: All respondents (77)

BREXIT WILL INCREASE  
EMPLOYEE ENGAGEMENT  

IN RETIREMENT PLANNING

BREXIT WILL ENCOURAGE STAFF  
TO INCREASE THEIR PENSION  

SCHEME CONTRIBUTIONS

BREXIT WILL LEAD TO EMPLOYEES 
BECOMING DISENGAGED  

FROM RETIREMENT PLANNING

BREXIT WILL MOTIVATE STAFF  
TO DECREASE THEIR PENSION  

SCHEME CONTRIBUTIONS

BREXIT WILL MOTIVATE STAFF  
TO OPT OUT OF THEIR  

WORKPLACE PENSION SCHEME 

BREXIT WILL HAVE  
NO IMPACT ON STAFF 

IT IS TOO EARLY TO TELL  
HOW BREXIT WILL  

IMPACT ON PENSIONS

AGREE DISAGREE

DISAGREE

DISAGREE

DISAGREE

DISAGREE

DISAGREE

DISAGREE

NOT APPLICABLE

NOT APPLICABLE

NOT APPLICABLE

NOT APPLICABLE

NOT APPLICABLE

NOT 
APPLICABLE

NOT 
APPLICABLE

AGREE

AGREE

AGREE

AGREE

AGREE

AGREE

15%

9%

12%

7%

10%

37%

82%

63%

69%

62%

72%

69%

53%

9%

22%

22%

26%

21%

21%

10%

9%
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 THEY DO NOT 70%

 THEY DO NOT, BUT PLAN TO BEGIN DOING SO 18%

 THEY DO 12%

The future
The gender pensions gap remains an issue with few employers taking action around this

Julie Gilbert | interim deputy editor
Employee Benefits

Do respondents measure the gender pensions gap in their organisation?

The measures respondents have, or are planning to, put in place to tackle the gender pensions gap

Organisations are actively working towards closing the much-publicised gender pay gap, 
however, when it comes to the gender pensions gap, the figures are not so positive. Just 12% of 
respondents said they are proactively measuring this, which is four percentage points lower 
than the 16% of respondents that did so in 2019. 

This year, almost one-fifth (18%) of respondents say they are planning on looking at this, 
which still leaves the majority (70%) that are not planning to measure the gender pensions 
gap for the foreseeable future. 

Among those respondents that have, or are planning to, put measures in place to tackle the 

Sample: All respondents (71)

Sample: All respondents (74)

gender pensions gap, 17% of respondents are 
focused on communicating the impact of 
leave, such as maternity or parental leave on 
pensions saving, 16% of respondents are 
offering parents the opportunity to share 
parental leave and 14% are allowing 
employees to top up their pensions following 
a period of leave. 

 THEY ARE NOT TAKING ACTION  63%

 COMMUNICATING THE IMPACT OF LEAVE  
 (SUCH AS MATERNITY LEAVE) ON PENSION SAVINGS  17%

 EQUAL PARENTAL LEAVE ARRANGEMENTS SO STAFF HAVE A CHOICE  
 AROUND WHICH PARENT TAKES LEAVE  15%

 ALLOWING EMPLOYEES TO TOP UP THEIR PENSION FOLLOWING   
 A PERIOD OF LEAVE (SUCH AS MATERNITY LEAVE)  14%

 A BONUS FOR NEW MOTHERS  3%

 INCREASED MINIMUM CONTRIBUTION RATES FOR MIDDLE EARNERS  1%

 OTHER  6%
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 UNCERTAINTY ABOUT HOW TO MAKE THE BEST DECISIONS WHEN  
 ACCESSING PENSION BENEFITS (SUCH AS WHETHER TO TAKE AN   
 ANNUITY, DRAWDOWN, LUMP SUM AND SO ON)  

68%

 CONCERNS ABOUT FINANCIAL SECURITY IN RETIREMENT 59%

 LACK OF A FINANCIAL PLAN 59%

 RUNNING OUT OF MONEY IN RETIREMENT 53%

 LACK OF UNDERSTANDING OF THE TAX IMPLICATIONS  
 OF ACCESSING THEIR PENSION 

50%

 LACK OF KNOWLEDGE ABOUT WHERE TO GO FOR HELP OR ADVICE 44%

 CONCERN ABOUT THE COST OF ADVICE 34%

 THE END OF THEIR CAREER 32%

 LACK OF ENGAGEMENT WITH PENSIONS 32%

 LACK OF ACCESS TO GUIDANCE AND SUPPORT  31%

 VULNERABILITY TO PENSION SCAMS  26%

 LACK OF PURPOSE  26%

 DETERIORATING HEALTH  25%

 UNCERTAINTY ABOUT HOW TO SAVE FOR RETIREMENT  24%

 LACK OF SOCIAL INTERACTION WITH PEERS  24%

 THE IMPACT OF FINANCIAL LOSSES RESULTING FROM  
 THE COVID-19 PANDEMIC  

24%

 LACK OF UNDERSTANDING OF THE RISKS AROUND TRANSFERRING  
 OUT OF THEIR DEFINED BENEFIT PENSION SCHEME  

24%

 THE ABILITY TO PROVIDE FOR CHILDREN AND GRANDCHILDREN  15%

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

10%

 DO NOT KNOW  7%

The concerns affecting respondents’ workforces either leading up to or during retirement 

For the third consecutive year, uncertainty around how to make the best decision when 
accessing pension benefits is the primary concern when it comes to the time leading up to, and 
during, retirement. This year, 68% said this is the case, compared to 74% in 2019. This has been 
a key issue since 2014 when it was a concern for almost two-thirds (60%) of respondents.   

This year, more than half (59%) of respondents are concerned about financial security in 
retirement, with an equal percentage (59%) voicing concerns over a lack of a financial plan; 
this is unchanged since 2018, when 59% and 54% respectively said the same.  

Trying to make sense of the tax implications of accessing their pensions also remains a 

pressing concern, with more than half of 
respondents seeing this as an issue: 50%, 
compared with 43% in 2018.     

It is no surprise to see that the Covid-19 
(Coronavirus) pandemic has heightened 
concerns when it comes to pensions; almost a 
quarter of respondents (24%) fear financial 
losses due to the impact of the pandemic  

Sample: All respondents (68)
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The pandemic’s 
impact on pensions

Employers have made few changes to date but there  
are a number of key issues to be aware of

Ceri Jones | freelance journalist

Despite the pandemic’s massive impact on the economy, employers have so far made few 
changes to their pension schemes, and seen little demand from members for reducing 
their contribution levels or switching investment choices. A minority of employers are 
providing employees with the opportunity to reduce their contributions and divert the 
money, but there is little take up, with most drops in contributions due to the 
government’s Job Retention Scheme.

Rona Train, senior consultant at Hymans Robertson, says: “There is limited evidence 
of members opting out of pension schemes or reducing their contributions, although  
this is a small number and shows the power of defaulting. It is more likely that 
members’ immediate priorities, including finances and employment, have driven any 
action around their pension. We are aware that members have reduced contributions in 
these situations.”

This is a relief for the pensions industry, as the amounts being saved were already  
too low, says Mark Williams, pensions board chair at the Institute and Faculty of 
Actuaries. “While this approach makes complete sense in the short-term, it exacerbates 
the longer-term adequacy problem, further reducing retirement income and potentially 
increasing feasible retirement ages,” he says. 

Neither have members looked to change their fund choices in recent months. Lorna 
Blyth, head of investment solutions at Royal London, says: “Most employees will be 
invested in the workplace default and typically we don’t see many requests to switch.” 

 • Few pension scheme members  
chose to reduce contributions  
or switch investment funds during  
the pandemic. 

 • Nonetheless there was a marked 
improvement in engagement with 
pension schemes.

 • The jobs market fallout will lead  
to a big rise in dormant pensions.

NEED TO KNOW

However, this may also be fortuitous as the 
evidence suggests people who do switch will 
typically switch out of a fund at the bottom of the 
market and buy in at the top, the opposite of what 
they should do, explains Blyth.

Investment strategy consideration
Sponsors of both defined contribution (DC) and 
defined benefit (DB) schemes have been using  
the pandemic as an opportunity to assess whether 
their investment strategies remained robust  
during market volatility. 

“Well-managed investment strategies have  
held up reasonably well since March,” says 
Williams. “While there have been falls in asset 
values, this has not occurred to the extent that  
may have been expected.”

For trustees and governance committees,  
the focus has been on assessing whether default 
investment strategies performed as expected, 
explains Train. “For many, this has also brought 
into sharp focus the importance of concentrating  
on the long-term impact on member outcomes of 
market moves, rather than concentrating on the 
short-term impact on the value of members’ 
pension pots,” she adds.

Hyman Robertson’s own staff pension plan 
moved from a contract-based to a master trust 
arrangement to allow greater flexibility in 
developing a new default investment strategy, 
which was launched in September with lower fees. 

“During the early days of the pandemic, we  
ran a series of webinars for our members that 
looked at the impact on them, depending how  
far they were from their selected retirement  
date,” says Train. 

“We reminded people about the default  
strategy and how it was invested, considered the 
impact of market moves on each of the three 
phases: growth, consolidation and pre-retirement, 
and gave people tips about what they could do 



employeebenef i t s .co .uk  |  November  2020 2 1

PENSIONS RESEARCH
2020

depending on how far they were from retirement. At 
the same time, we took the opportunity to trail our 
new investment arrangement and default strategy.”

Pensions communication
Employers have taken different approaches to 
communication during the crisis, with some actively 
pushing targeted and segmented messages out to 
members and others preferring to simply put a note 
on the member website seeking to reassure those 
interested enough to log in. 

However, lockdown increased the impetus for 
employers to offer more information online and 
communicate more innovatively, for example  
using video benefit statements. 

Kevin Martin, group director of customer 
services at B&CE, says: “At the beginning of the 
outbreak, we increased our email and online 
support and prioritised over 55s who wanted to 
access their savings for phone support. We created 
bespoke content and built support and guidance  
on Coronavirus, improving our contact pages  
and signposting so customers could quickly  
access information. 

“We shared videos showing members how to 
manage their pensions online, made more of our 
forms and transactions digital, and provided 
information about the Job Retention Scheme and 
how employer contributions were initially covered 
by the scheme.”

Although few employees switched investment 
funds, the crisis concentrated minds regarding 
financial resilience. Nathan Long, senior analyst at 
Hargreaves Lansdown, explains: “Our pension 
clients are primarily professional services 
[organisations], and we are seeing a huge amount 
of savings flowing in at the moment because such 
firms have not suffered greatly with layoffs and 
salary reductions. 

“It’s partly that members have fewer places  
to spend their cash, but they may be nervous  
about the future, and there has been significant 
paying down of debt. Debt management has always 
been the hardest element of financial wellness to 
deliver but post lockdown this module has much 
less stigma.”

Pensions engagement
PensionBee reports that consumers have adopted a 
more cautious approach to their finances, with the 
average withdrawal falling from £13,198 in quarter 
two to £12,890 in quarter three. 

Romi Savova, chief executive officer (CEO) of 
PensionsBee, says: “We found that lockdown had a 
significant impact on savers’ withdrawal rates, with 
the proportion of customers making withdrawals 
decreasing by 33% from April 2019, with only 8% of 
customers aged 55 and over choosing to withdraw 
money from their pension in April.”

For Thames Water,  
it is not simply that  
we are an important 
service, we deliver life’s 
essential service so  
that our customers, 
communities and the 

environment can thrive. 
As such, meeting the challenges of the 
Covid-19 pandemic matters not only to 
our employees, but also to every home, 
every business, every customer, every 
visitor and every resident across London 
and the Thames Valley. 

Some challenges are obvious. In 
everything we do, we are guided by a 
clear front-line first approach because our 
front-line employees deliver for our 
customers and our communities. Providing 
additional personal protective equipment 
(PPE) to keep these operational teams 
safe is one challenge. Successfully 
enabling half our employees to work safely 
from home is another. 

The biggest worry for our employees 
is their ability to manage finances, 
possibly meeting short-term needs by 
reducing contributions for long-term 
savings. We have continued to pay 
employees normally. Nobody has been 
furloughed and we extended sick pay, 
meaning no-one had to risk spreading the 
virus by coming in when self-isolating or 
ill with Covid-19. 

Before the pandemic, we were already 
developing improvements to our pensions 
scheme.  Most of our employees are 
members of the Thames Water defined 
contribution (DC) scheme under which 
the organisation pays double employee 
contributions up to a maximum of 12%, 

making it one of the better schemes 
across UK industries.

Not satisfied with the levels of 
engagement or the value people were 
placing on this significant benefit, we 
began a review of the scheme in 2019 in 
line with good governance. This identified 
that pensions are simply too complex for 
many people and the support offered by 
our existing provider was insufficient.

In approaching the problem, our 
priority was always to find a scheme that 
was easy for members to use, offered 
simple plain-speaking advice and support, 
gave members access to a wider range of 
investment options and offered great 
value for money. At the end of the review, 
we launched a new master trust scheme, 
provided by Aon, on 1 October 2020. 

Ahead of its launch, we engaged 
members through live events where Aon 
demonstrated its interactive benefits 
portal, answered questions on investment 
options and together we addressed 
employee concerns. This has been 
followed up with clearly written 
introductory packs, access to Aon’s 
micro-site for members to have a look 
around and play with, and various 
masterclasses. Overall, feedback has been 
hugely positive. 

The pandemic has provided significant 
practical challenges, however we have 
approached the problems, whether 
relating to PPE or pensions in the same 
way. We talk to our people aided by a 
good relationship with our partners, aim 
to simplify complex matters and provide 
plain-speaking information. 

In short everything is guided by the 
principle of front-line first.

Thames Water | Richard Fitzjohn
Head of reward, pensions and industrial relations

The online pension provider also found its customers stepped up their engagement 
during lockdown, with almost 49,000 individuals contacting the provider via live chat or 
email between March and August, up 218% from the same period in 2019. 

“There was a 37% increase in the number of customers who completed their first 
pension transfer between March and July in 2020, compared to 2019, signalling that 
consumers used their time in lockdown to manage their finances and plan ahead for 
their future,” says Savova.

Longer term, however, the pandemic’s lasting impact on the labour market will 
damage people’s retirement ambitions. The unemployment rate is forecast to rise from 
around 4% to 9% according to the Bank of England in its Monetary Policy Report, 
published in May 2020, and combined with regular job switching and career changes, 
many pension pots will be inadvertently abandoned. 

Covid-19 could also increase the number of dormant pensions left behind by savers 
from an estimated 16.3 million in 2019 to over 21.5 million in 2020, according to research 
by PensionBee, published in May 2020. It also found that basic auto-enrolment pensions 
are the fastest-growing dormant category, with an expected increase of 48%, from  
10.2 million dormant pots in 2019 to 15.1 million in 2020  
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I am taking over the presidency of the Pensions 
Management Institute (PMI) against a backdrop  
of a global pandemic and the potential of further 
restrictions to our personal freedoms as we face  
a second wave of the Covid-19 virus. 

It seems a lifetime ago, not a year ago, since  
I chaired our annual Defined Contribution (DC) 
Symposium in London in a room full of people keen 
to improve the outcomes of people in workplace 
pension schemes.

Amid the Covid-19 pandemic, the lived 
experiences of people day-to-day are very varied, 
both socially and financially. The same can be said 
of everyone who works in the retirement savings 
industry and every customer.

Positive move to new normal
On one level, I am encouraged by the way we have 
adapted to the new normal of digital by default. 
Naturally, for some third-party administrators and 
providers with large customer service centres, there 
were initial teething problems in having those staff work from home. While normal 
service in some areas has not yet resumed, there have been no major problems and 
systems have been flexible and resilient enough to ensure that employees and 
customers can get the information they want. 

Thus far, pensioners appear to have been paid their monthly pensions without 
interruption. The PMI, which was already on a journey to transfer all of its 
qualifications online, found that the pandemic accelerated the digitisation process.  
By the end of this year, all examinations will now be digital. For me, meeting my 
colleagues and delivering seminars online via Teams, Zoom, Bright Talk or some  
other platform now epitomises my normal working day.

Amid the mounting enquiries about pensions and requests for early retirement, 
especially from those who have been furloughed or made redundant, we must 
acknowledge each individual circumstance, while, at the same time, remaining on  
our guard for scammers, as we know that there has already been an increase in 
financial fraud during this period.

Focus on attitude to the natural world
At a global level, Covid-19 has brought the actions and attitude of humanity into  
sharp focus. Anyone who has watched climate change documentaries on television or 
online will realise that the likelihood of global pandemics is more frequent, as our 
ruthless exploitation of the natural world brings us closer and closer to environments 
we are unfamiliar with. 

We must learn the lessons of Covid-19. To bring 
about real change, pension scheme trustees and 
workplace pension providers must step up to make 
their environmental, social and governance (ESG) 
policies actionable and measurable, as the latest 
consultation from the Department for Work and 
Pensions (DWP) envisages.

As individuals, we can feel powerless in the  
face of pandemics, climate change, a struggling 
global economy and our own day-to-day 
challenges, however small. We can, and we must, 
act collectively for the common good to make 
people’s lives better. 

It is not enough to not do the wrong thing;  
we must actively do the right thing. We wonder  
why savers are disaffected and disengaged from 
their pensions. 

I suggest it is because we have failed to capture 
their imagination and help them connect their own 
pension savings to the vital stake that they have in 
creating the society they want to live in. We need a 
radical re-think  

Time for change?
The pensions industry must take note of, and act on, lessons learned from Covid-19

Lesley Alexander | president
Pensions Management Institute
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