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Recent years have seen huge changes in pensions. And it seems the 
Chancellor has further reform high on the agenda for this year’s Budget. 
Our research shows this ongoing change impacts on employees’ 
engagement with their pensions. It also highlights employers’ vital role in 
helping employees navigate the complexity.

Executive summary

Pensions are a hugely valuable (and expensive) benefit. We believe it’s important that 
employers encourage engagement effectively. However, the complexity and ever changing 
nature of pensions brings significant challenges. So where can employers go for help? And 
how do they prioritise?

To address these issues, we conducted a number of research exercises over the course of 
2015.  These captured insight from employers and employees over a broad range of topics 
(see appendix 1 for the details).

We summarise here the four key areas highlighted by our research, and how to tackle the 
issues they raise.

1. The core issue: employees don’t feel in control of their pensions. 
2. Exploring the consequences for both employee and employer. 
3. Moving on from promoting saving to protecting employees in retirement, focusing on the 

risks of pension freedoms and how employers can support employees. 
4. The thorny issue of how/if DB members can access pension freedoms.

The outcome of our research helps us judge the perception and impact of the changes. This 
is helpful in shaping how you can work with your employees to secure more certain financial 
futures for all. 

in control of 
pensions

Source: Hymans Robertson Research
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having a complete 
picture of what all 

pensions will provide 
in retirement – state 

plus workplace

fewer changes 
to the pensions 
system by the 
Government

 access to online 
tools

small automatic 
increases 

to pension 
contributions

72% 68% 64% 59%

The key finding from our focus group sessions supplemented by a survey of more than 2,000 
workers was that only 23% of workers feel in control of their pensions, a key reason why 
people do not save enough for retirement. 

When asked why they don’t feel in control, the response was:

 � 64% said they don’t know what income they’ll get when they retire
 � 48% said it’s because the system changes too much
 � 37% feel there is no point in learning about pensions as the rules change all the time. 

We explored what would make people feel more in control and encourage greater levels of 
saving. What people want includes:

What does this mean? 

These findings don’t come as any surprise. It’s very easy to see how people feel a lack of 
control. Encouragingly, there are clear steps employers can take to give their staff the control 
they need, encouraging greater levels of saving. 

1. Confidence in being directive. Workers admit to ‘rational ignorance’ – they don’t see 
the point of learning about pensions as the rules change all the time. You should look to 
select solutions that can do a lot of the ‘thinking’ and ‘doing’ for employees, ‘nudging’ 
them into a better place. 

2. Give access to online support that make it easy for workers to understand their 
retirement income - and more importantly, make it easy for them to take control.

3. Let workers choose their preferred level of support, and how much control they want. 

Workers do not feel  
in control of pensions

Source: Hymans Robertson Research
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In our view
Clear and regular communication makes it easier to take action and is key to helping 
employees achieve better outcomes. Quality guidance will make the difference between 
a comfortable retirement and an impoverished one. Hymans Robertson’s Guided 
Outcomes™ can empower employees to judge for themselves whether they are on 
track to meet their goals. The proposition is a combination of engaging communications 
and support, helping employees take control of their savings.

Propositions such as this are built on the same premise as auto-enrolment: that people 
need to be ‘directed’ to do the right thing. The majority simply won’t take action on 
their own. Employees agree that this is one of the most effective ways to get them 
saving more. 

GO is the best thing to happen in DC pensions in a generation. 
Hymans Robertson has developed a market-changing solution 
that will become the new standard in how DC plans are run.
Richard Wallis, Head of Pensions, Aviva

™
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What are the consequences  
of a lack of control? 

1.  People aren’t saving enough 
Our analysis of almost 500,000 defined contribution (DC) savers shows that two-thirds 
would not be able to retire on an adequate income. And the ability to access pension 
pots from age 55 could see this increase. This is in the context of the introduction of the 
new flat-rate State pension, reducing State entitlements for the majority. Private sector 
workers will be most affected – the same segment of the workforce for which more 
generous defined benefit (DB) pensions are also an increasing rarity. 

2.  We’ll see more people working longer
Combined, these factors create the real risk that people will be forced to work longer – or live 
their later years in relative poverty. 

Employers agree. More than two-thirds of large employers expect their staff will be forced to 
work longer, with insufficient retirement funds to last their lifetime. Heads of HR anticipate 
that on average 44% of employees will work beyond state pension age (SPA); 10% expect 
75% of their workforce to do so.

Workers agree. We asked a cross-section of the UK population what age they expected to 
retire. The UK average was 67, with one-third expected to work beyond 69. 

of private sector 
workers not saving 
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work longer
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to work beyond 
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2/3rds 2/3rds 1/3

Source: Hymans Robertson Research
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Good to know 
Technology can tell employers the size of their problem

Finance Directors have had access to the right data on DB pensions for a number of 
years.  We believe it’s important to ensure HR Directors can access the right analytics 
for DC pensions, helping them make better decisions.  Using technology, it’s possible to 
analyse the workforce to see how many are off track to retire on an adequate income. 
Only through knowing which staff are in a good position and who is not is it possible 
to take action to get them to a better place. This can open up options you may have 
around benefit shape.  This analysis will help both HR and Finance functions work better 
together as you can share data and make informed decisions about how best to tackle 
workforce management issues.

What does this mean for employers? 

Employers need to understand the situation in their workforce, plan and take action if 
necessary. They need to know what proportion of staff are likely to work beyond state 
pension age. Fortunately there are solutions that can provide that analysis. 

If significant swathes of employees continue working into what is traditionally considered 
‘retirement age’ the consequences for the shape of the UK workforce could be dramatic. 
If older workers stay in the workforce for longer, they could squeeze out younger 
generations of talent. If young people are unable to get their foot in the door, this could 
cause conflict between the generations.

This workforce management issue is all the more pressing for those with large numbers 
of manual blue-collar workers. For these organisations there’s an incentive to ensure 
workers can retire before they become less productive. Having larger cohorts of older 
workers can also put pressure on talent costs.
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It’s not just a savings shortfall we 
have to contend with… 

Workers now have the freedom to invest, take or spend retirement savings, introducing 
a whole new set of complexities. With no requirement to buy an annuity at retirement, 
individuals face an array of options. However, there is little support available in helping them 
make the right decisions for their personal circumstances. 

Even where employers do succeed in ensuring their staff save enough, the risk remains that 
employees make poor decisions in the absence of meaningful support. 

Employers recognise this issue. Only half of Britain’s employers are confident that the 
Government’s Pension Wise service will offer savers the support they need. This is no great 
surprise, as it hasn’t been set up to offer support tailored to individual circumstances. 

Our research showed employers think staff are as likely to look to them as to the 
Government for support around decisions at retirement. Not only that, almost half think 
employees will hold their company responsible if they make poor decisions. This mirrors the 
views of workers themselves – with opinion equally divided on whether the responsibility to 
educate lies with employers or the Government. 

...Pension freedoms have created issues ‘at retirement’ 

of HR heads 
are confident 

Pension Wise will 
offer adequate 

guidance

of employees 
believe it’s the 

employer’s 
responsibility to 

support employees’ 
decisions re 

retirement savings

of HRDs believe 
employees 
expect it

of employers think 
employees will 

hold their company 
responsible if 

they make poor 
decisions

51% 71% 80% 48%

Source: Hymans Robertson Research



8

Our view of Pensions Wise
Pension Wise is designed as a one-off conversation about an individual’s retirement options. 
This is typically too late to impact on the outcome. Regular dialogue is needed to safeguard 
against both bad decisions and bad outcomes. Continual engagement and education is 
needed on the options and the impacts of decisions. 

Our view on the future of product innovation
Clearly the pensions industry had very little time to get ready for freedom and choice. 
Current market leaders have been focusing on simply being able to administer customers in 
a compliant fashion (for example, in opening up drawdown to non-advised customers). As a 
result, the available product mix and means of interacting with customers largely represents 
the ‘old world’. Providers are going to have to innovate and adapt fast to excel. 

This scarcity of product innovation is happening at a time when substantial numbers of 
retirees seek alternatives to lifetime annuities. 

Products which can facilitate, for example, different elements of capital guarantee and 
longevity protection, or both, could tap into significant demand. This would need to be offered 
alongside a clear, intuitive set of associated guidance, provided on-line to keep costs low. 

We expect to see new innovations such as this come to market that take savers through 
the saving cycle when working and straight through retirement when spending. 

Clearly as the choices become more varied and the time at which employees may access 
their benefits can shift we understand employers are nervous.  Nervous about the risk of 
employees feeling the employer has somehow given them advice, or they later come back 
if they feel the decision they made wasn’t the right one.  This is why the ongoing dialogue 
is so important.  If it is seen as education and ongoing support, it means the employee is 
more likely to feel empowered themselves.

Millions of comfortable retirements hinge on the quality of the 
guidance, information and support savers are given. The support 
must be delivered earlier to ensure people are better prepared 
when they reach retirement.

People must be given access to better support to help them to understand their finances 
and, where necessary, empower them to take swift action to get on track for a comfortable 
retirement. They also must be able to understand that withdrawing too much money, too soon, 
from their pension pots can have severe consequences later down the line. 

The market also needs to evolve. At the moment there is a big disconnect between pre and post-
retirement investment strategies. This is not serving savers well. They are being hit with charges 
and transition costs from transferring out of their pensions and into new vehicles. 
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With pension freedoms came the ability for members of DB schemes to transfer over 
to DC to take advantage of flexibility. Our research showed that a third of employers 
expected members of their DB schemes to take this option. This is causing concern for many 
employers. 

DB to DC transfers 

An ‘at-retirement conundrum’ for DB savers and an issue 
employers need to consider

fear they will 
be held liable if 

employees make 
poor decisions

fear reputational 
risks down the line 
if employees make 

poor decisions

worry about the 
impact on the 

financial mechanics of 
the remaining scheme 

from transfers out

48% 56% 52%

DB to DC transfers could appeal to a broad range of individuals. For some, making the 
full switch to DC could make sense on a purely economic basis, particularly if they don’t 
have a spouse, are in poor health or have another, better source of retirement income.  
For others, it will be the simple emotional appeal of flexibility that will trump financial 
considerations.  Whether it is the hope of outsized returns in the buy-to-let market, or 
taking the grandchildren to Florida, being able to access money more rapidly will be a strong 
motivation to many. 

However, it won’t make sense for the majority. Individuals need clear information on the 
risks. Once you transfer out, you can’t go back. Once you’ve spent the money, it’s gone.

People need advice around transferring out of DB and fortunately most will be required to 
take it.  The challenge to good practice is that individuals don’t value advice and certainly not 
enough to pay for it. Research we undertook in 2014 found that 57% of people would ensure 
that they make the right decisions by ‘doing it themselves’. Only 22% said they’d be willing 
to pay for external advice and even they are only prepared to spend £37 on average for it. 

If significant numbers of individuals begin accessing and spending their DB pension savings 
while still working there is a real risk they will find themselves in the workforce for a lot 
longer than planned. They also risk finding themselves reliant on the State Pension in later 
years due to underestimating how long they will live. 

Source: Hymans Robertson Research
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Our view:  What can employers do? 
There is no escaping the fact that delivering good advice will prove costly. One way 
to balance the need for advice and managing costs would be to engage with scheme 
members, filter out those that are unlikely to do anything, and only target those who may 
benefit from a transfer. Technology can help educate members and carry out this filtering 
process so advice is targeted at those who need it.

End-to-end solutions, linked to filtering technology, have come on to market. These 
generally take the form of online portals where scheme members are shown their 
retirement choices in a clear and straightforward way, alongside supporting educational 
tools and materials. When they’re ready to retire, individuals can use these tools to contact 
scheme administrators or a financial adviser. 

By giving members more information about their choices, and removing some of the 
hurdles to getting financial advice and finding a good vehicle to receive a transfer, more 
members will make retirement decisions that better reflect their personal circumstances. 

We’re seeing a great deal of interest in these solutions from UK employers with large DB 
schemes with reasonable volumes of non-retired members. The bigger the scheme, the 
greater the efficiencies these solutions bring.  

Appendix 1 
Over the course of 2015 Hymans Robertson undertook the following pieces of 
research which have formed the basis of this paper:

‘Large employer’ research – February 2015 
Populus conducted online interviews with 102 Directors of HR, Heads of Benefits and 
Heads of Compensation (described as HR heads throughout) between 12th and 19th 
February 2015. All interviewees worked in companies with 500 employees or more.

Focus group research around ‘pension reform and incentives to save’ – September 2015 
Populus held four focus group sessions with individuals who were paying into a private 
pension. Two focus groups took place in London and two in Glasgow. One group in 
each location was under 50, the other over 50.

Consumer omnibus research around ‘pension reform and the incentive to save’ – 
September 2015  
Populus conducted online interviews with 2000 consumers saving into a workplace 
pension across the UK.

Research on current savings levels into Defined Contribution Workplace Pensions - 
ongoing 
Hymans Robertson’s Defined Contribution platform, Guided Outcomes™, has 
analysed the savings behaviours of around 500,000 individuals saving into Defined 
Contribution arrangements in the workplace.
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Conclusion:  
Knowledge is power 

Employers could be forgiven for feeling overwhelmed by the sheer scale of regulatory 
change, and the profound behavioural shifts it will prompt.

The heads of HR we surveyed are justifiably concerned that unless their employees are 
given access to the right information, in the right format, at the right time, they will end up 
working for far longer than they expect – or making decisions at retirement that could have 
far-reaching consequences. 

Employees expect their employers to give them the support they desperately need; and 
employers are keen to provide it. At the moment few are clear on what shape that could take. 

How can we avoid sleep-walking into a future savings crisis? The answer is to prioritise key 
risks and have clear plans to change outcomes. Technology plays a part, and the biggest 
impact is seen from employers who really care about how they implement solutions.

It’s important to remember that everyone’s different and there is a need to target 
communications accordingly; only then will they become meaningful. 

We firmly believe that by empowering savers, employers are giving them the best possible 
chance at a comfortable and fulfilling retirement. 

Today is a pivotal moment in pensions. Encouragingly employers understand this: investing 
in good pension provision is a higher priority than pay for employers. Indeed, pension 
provision came only second to skills and training as a priority. Employers have conviction 
that they must act as responsible stewards of their employees’ pension savings. Online 
solutions have a key role to play. Technology has changed and will continue to change the 
face of benefits provision.

You can find us on…

Paul Waters
E Paul.waters@ 
hymans.co.uk

Chris Noon
E Chris.noon@ 
hymans.co.uk

 Lee Hollingworth
E Lee.hollingworth@ 

hymans.co.uk

Contact us
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