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This report does not contain financial advice and is intended to assist HR and Finance
professionals in assessing their workplace pension provision.

Hells,

Welcome

As any high-growth company will attest, the key to scaling your
business lies in the strength of your team. Finding the right people

and keeping them engaged.

One of the key levers for achieving this is your
employee benefits strategy. But just how well
do we know what employees want from their
employer when it comes to benefits?

Our survey of 2,000 UK working adults and 500
UK small and medium sized enterprises (SMEs)
revealed significant discrepancies between
how companies and their teams think about
the most expensive employee benefit in their
package: their workplace pension.

90% of employees say their workplace
pension influences their decision to
change or remain in their job

Despite this, 50% of employers prioritise
other benefits like work socials and gym

membership over their pension

The mismatch between how employers and
employees think about their pension can be
attributed to multiple factors: the introduction
of auto-enrolment, the shift away from Final
Salary schemes, but also the broad reputation
of pensions as a 'boring’ financial asset.

Whatever the underlying causes, the survey
results reveal that given how valued pensions
are by your employees and how undervalued
they are by many SME employers, your
workplace pension could be your most under-
utilised tool for attracting the best talent and
keeping them.

The time has come to bring pensions to the
top of the agenda and this report is designed
to give you everything you need to transform
your scheme into one your employees will
value and stick around for.
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“THE TIME HAS COME TO BRING
PENSIONS TO THE TOP OF THE
AGENDA"

Our report ends with an innovative workplace
pension ranking system - a simple framework
that allows SMEs to easily compare and
contrast their schemes against benchmarked
industry standards and understand what
needs to change to stand out in the market.

For a more granular view of the survey
results by industry, location or company
size and what you need to stand out from
the crowd, please get in touch directly via
autoenrolment@getpenfold.com.

Thank you,

Puta, Staant-c= Chrie
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of employees say their workplace
pension influences their decision
to remain in their job

of employees say their workplace
pension was important for
choosing a new job
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Introduction:

Introduction

A changing workplace

The world of work is changing. It's about time workplace benefits

change too.

Today employers and employees face
unprecedented challenges: the introduction of
hybrid working, skills shortages and a cost of
living crisis eroding real-term salaries.

EMPLOYEES ARE MORE KEENLY
FOCUSED ON THEIR FINANCES
THAN EVER AND SMEs ARE UNDER
PRESSURE TO RESPOND

Employees are facing massive economic
uncertainty, with inflation soaring to a 40-year
high and interest rates at their highest in over
a decade. This, coupled with a revolution in
working practices brought about by Covid,
means employee benefit strategies need a
considerable rethink.

Pensions in pole position

Whatever the answer to these challenges,
pensions will be at its heart. Our research
unambiguously shows that workplace
pension schemes are the most valued
employee benefit - the most important for
employees deciding on their future.

Yet our survey also shows widespread
uncertainty and confusion surrounding
pensions - on all sides. Individuals may
appreciate them but, in many cases, don't
understand basic details about their
schemes.

For employers, meanwhile, employee
benefits are more vital than ever. The Great
Resignation, foreign workers returning home,
career changes and increased demand have
seen UK vacancies rise to record levels:
1,294,000 in June, according to the Office of
National Statistics.

The role of benefits in attracting and retaining
staff is now crucial to growth. It's a particular
challenge for the country's SMEs, which
account for about 60% of private sector
employment.

Employees are more keenly focused on
their finances than ever and SMEs are under
pressure to respond.

Many businesses, meanwhile, fundamentally
underestimate their importance. Neither side
knows what ‘good’ looks like. Even without the
financial difficulties on the horizon, the survey
shows the need for more education and better
discussions about pensions.

We hope this research will spark and inform
conversations that urgently need to happen
and help SMEs review and develop their
pension schemes so that they deliver for both
the business and their employees.
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What
employees
want

Despite competing factors like company culture and work-life balance,
salaries and benefits remain critical for recruitment and retention.
Little is more likely to prompt employees to switch jobs than an

underwhelming set of benefits.

But what benefits are best to attract and keep
staff? Our survey of employees is unequivocal:
pensions are by far the most valued benefit
employers provide. Asked to what extent
specific benefits were significant in their
decision to remain at their organisation, 90%
said their pension was important. Almost six in
ten (59%) said it was very important.

No other benefit comes close:

* Two thirds (66%) said generous
maternity/paternity leave was important
The same proportion (66%) said health
insurance or life insurance (67%)

60% said unlimited holiday
56% said childcare support

Just 34% said gym membership and 52%
work socials - victims perhaps of increased
working from home, with three quarters
(76%) naming remote or flexible working
as key.

OUR SURVEY OF EMPLOYEES IS
UNEQUIVOCAL: PENSIONS ARE BY
FAR THE MOST VALUED BENEFIT
EMPLOYERS PROVIDE.

Even financial benefits like salary advances
(65%) and bonus schemes (74%) don't
approach pensions’ appeal. And that's equally
true for those working for businesses with 15
employees as it is for those with 500.
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No other benefit comes close:

said generous said health
maternity/ insurance was
paternity leave important

was important

said childcare said gym
support was membership
important was important

of employees said their
pension was important

said life said unlimited
insurance was holiday was
important important
said work socials said remote or

flexible working
was important

were important

% of employees who reported benefit was an important influence to stay in current role)

100% —
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Somewhat important

. Very important
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It's a similar story when it comes to
recruitment. Again, among all employees, a
combined nine in ten say the pension is either
very (57%) or somewhat (31%) important when
deciding to join a new company. That puts it
well ahead of other benefits.

Impact of benefits on hiring

Even allowing for their greater prevalence

- being the only benefit (except maternity/
paternity pay) universally provided - the
importance of pensions is difficult to
overstate. Among employers, though, they are
fundamentally underappreciated.

(26 employees who reported benefit was important influence to take new role)
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Misplaced priorities

The survey of SMEs shows a significant
mismatch between employees’ and employers
views on the importance of different benefits.

’

While staff are focused on pensions, half or

more of SMEs say they give as much or more

priority to a range of other benefits:

+ Travel assistance, like season tickets or
company cars (59%)

*  Work socials (55%)

« Salary advance (50%)

. Somewhat important

. Very important
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+ Bonus schemes (50%)
*  ‘Wellbeing support’, such as workshops and
therapy (50%)

It was a close run for other benefits too,
including gym membership (44%). In fact,
more employers ranked gym memberships
above pensions (22%) than vice-versa (19%).
Unlimited holiday and work socials were
more likely to be given a higher priority by
employers.
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What employees want

Oour research suggests SMEs put too much emphasis on other
benefits. Benefits employers ranked higher priority than a pension:

—/ Travel Work
assistance socials

599% ranked above 55% ranked above
pensions pensions

2376

On average, pension
was a higher
priority benefit for
employers less than
a quarter of the time

H2.8%

H6.4%

Many employers do value the importance of
their pension scheme. 89% said their role in
helping employees save for the future was
somewhat (46.4%) or very (42.8%) important.

This makes it even more surprising how many
‘soft’ benefits are given a higher priority.

This misalignment is even starker when we
consider the relative cost per employee of

Salary % Bonus

advance schemes
50% ranked above 50% ranked above
pensions pensions

93,970

On average, over half
of employers surveyed
said a different
benefit was of higher
or equal importance

How employers view the
importance of pensions

. Very important

. Somewhat important
. Not very important
. Don't know

WHILE STAFF ARE FOCUSED ON
PENSIONS, HALF OR MORE OF SMEs SAY
THEY GIVE AS MUCH OR MORE PRIORITY
TO A RANGE OF OTHER BENEFITS

different benefits. Pensions, by and large,
are the most expensive benefit in an average
package.
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Among those aged 18-24, the average While most employees would welcome
contribution amount employees would matched contributions, few SMEs offer it - just
commit to if matched by their business was 14%, according to our survey. The majority
17%. That fell to 10% for those aged 55-64. contribute just the minimum statutory
requirement, and 59% do the same for all staff,

regardless of seniority.

Defining
'sood’

Legal minumum
(3% employer, 5% employee)

More than legal minimum

. Match employee's contribution

f
-

This failure to prioritise pensions has big consequences for the size

of employees' saving pots. Aimost half of employees (47%) said their
pension contributions were in line with the statutory minimum: just 8%
of qualifying earnings (5% from the employee and 3% from the employer).
Another one in five (18%) said monthly contributions were 9-10%.

7%

Almost half of
employees said their
pension contributions
were in line with the
statutory minimum

O to 10%%

119 to 20% ((((((((((((((.

Most would like to put more in though: 53%
said that, if their employer matched them, they
would increase contributions. Only a quarter
(25%) said they wouldn't.

Some employees want to boost contributions
substantially. On average, employees would 1419 to 50% ((.
be willing to contribute 12% of their monthly

salary to their pension if their company offered /7 5196 + ((.
matching. 5 300
V4

% of monthly salary

0 200 4oo 600 800
Said that, if their

employer matched them,
they would increase
contributions

The majority (71%) said they would add between
0-10%, while one in five (20%) said they would
increase their contributions to between 11-20%.

No. of employees
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Why employers chose their current contribution level

23.8%

21.8%

The employee survey suggests this is likely
to be having a detrimental impact on
retention. Asked what level of contribution
from their employer would positively impact
their decision to stay with the business, the
average answer from employees was 9.5%.
The most common response, given by almost
a third (31%), was 8-10%. Only one in twenty
(5%) said a pension payment of 3-4% - the
most popular SME contribution - would be
enough to increase their likelihood of staying

/

of staff think the
contribution of
3-U% is not enough
to retain them

That more employers are not using this lever
to boost retention is in part, no doubt, due to
cost. Yet only 4% said they could not afford

to contribute more than the minimum. More

It is expected in our sector

We were advised on this
strategy by an external advisor
(e.s. an accountant, employee
benefits consultant)

Other

We want to do as much as we
can to support our employees to
save for retirement

Don't know

significantly, it reflects that relatively few
employers are thinking strategically about
how their pension scheme can ladder up to
attrition KPIs.

ON AVERAGE, EMPLOYEES WANT AT
LEAST 9.5% CONTRIBUTIONS FROM THEIR
EMPLOYER IN ORDER TO POSITIVELY
IMPACT THEIR DECISION TO STAY IN A JOB

Asked about the reasons behind their
organisation’s contribution level, a quarter
(24%) of SMEs said it was because it was
expected in their sector. A similar proportion
(22%) said it reflected the guidance of an
adviser, such as an accountant or employee
benefits consultant. Just 17% said it was
because senior leadership had decided on
the level based on their experience.

If many still haven’t found an answer to
what makes a good pension, in some cases,
it's because they've never even asked the
question.
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ALMOST A THIRD (32%) OF WORKING-
AGE PEOPLE SAY THAT BEING ABLE

TO CHECK THEIR PENSION POT
WHENEVER THEY WANT IS WHAT THEY
CARE MOST ABOUT.

Quality and quantity

Finally, while contributions will play a central
role in determining a workplace scheme’s
attractiveness, there are other ways to set a
pension apart. Convenience and visibility are
big issues: Almost a third (32%) of working-
age people say that being able to check their
pension pot whenever they want is what they
care most about.

That's even more than those naming high
returns (31%) and, despite much discussion,
significantly higher than those who say

Employee Pension Priority

Ability to

32 '0' Q check pension
() 10 pot any time
\ 1 4
'8 50’ Investment
[ ] 10 Transparency
8.25% I~
° 20 Flexibility

they care most about their funds being in
investments that reflect social, environmental
or ethical values (9%). Transparency as to how
funds are invested is a critical issue for almost
one in five (19%), however.

Overall, the results make it clear that while
pensions are a priority for most workers,

not all pensions are made equal. There are
significant opportunities for employers to
differentiate their pensions provision to attract
and retain staff.

300196 0/ 0 ::f:rns
903 596 :Ens;listments
l . ' 06 00 Carbon

V4 offsetting
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A learning
opportunity

=

Building a best-in-class pension scheme requires your team to know
about it. Unfortunately, another consequence of employers’' decision
not to prioritise pensions ahead of other benefits is a widespread lack

/

) Almost half of

+ Almost half of employees don't know where
their pension is invested (49%)

«  More than afifth (21%) don't know how
much they and their employer contribute,
including 32% of those aged 55-64

where their pension is
invested

2989

More than half of
people don't know the
current value of their
pension pot

*  More than half (58%) of people don't know
the current value of their pension pot,
including again a larger proportion of those
who will soon need it. Just 35% of those
aged 55-64 knew the value

*  36% don't know who their pension provider is

+ A quarter (26%) don't even know what type
of pension they have - defined benefit or
defined contribution

employees don't know
I Penfold Boosting employee retention with a better workplace pension

Partly this is a societal failure. Despite the
UK government's introduction of mandatory
workplace pensions and auto-enrolment,

state-sponsored publicity and education have
proved insufficient at rehabilitating the image
of pensions in the nation’s psyche.

Since the introduction of auto-enrolment,
employers too, while certainly not to blame,
have often overlooked the value of their
pension scheme for their team, overlooking
the importance of offering supplementary
education and support to maximise ROI from
their single most expensive benefit.

Many employees will only discover the
consequences when they come to retire.
More than a third (37%) in the survey said
they didn't know how much they needed to
save to retire comfortably. Perhaps more
worryingly, almost a quarter (23%) think they
only need up to £150,000. At 65, that is likely
to generate an income of under £10,000. By
contrast, the Pensions and Lifetime Savings
Association (PLSA) estimates that a single

Workplace pensions benchmarking report 2022 Penfold

person to reach a minimum standard of living
requires an annual income of £10,900, and for
a ‘moderate’ lifestyle, almost double that, at
£20,800. Many of today’s employees will face
tough economic challenges at the end of their
working lives if nothing is done to improve
saving habits.

Fortunately, our survey revealed that
employees are looking for ways to improve
these saving habits, and this presents a
significant opportunity for employers to
step in and add meaningfully to the well-
being of their teams. Asked what broader
financial tools and resources they would
most want from their employers, a majority,
unsurprisingly, said more frequent salary
reviews or increases (56%). But close to half
(44%) said they wanted financial education,
such as retirement planning.
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It's good to talk

There is a huge opportunity for employers
to better educate and inform workers about
pensions. The value employees put on
pensions means that, even for employers
making the minimum contribution, there is
potential for better communication to boost
retention and recruitment.

SMEs already communicate with workers
about their pensions using a range of
methods, including emails, provider portals,
websites, letters, and in-person events.

TH9%

3 in 4 workers
prefer regular
updates via email

While a wide arsenal of communication
should certainly be encouraged, our research
clearly highlights that 3 in 4 workers (74%)
prefer regular updates via email.

A third of SMEs engage with employees
annually, and 31% do so quarterly. Only a
minority offer monthly (28%) or weekly (9%)
communications.

The scale of confusion regarding pensions
generally and employers’ schemes specifically,
however, suggests many should revisit

the methods, content and frequency of
communications. If businesses can better
communicate the pension to staff, it is likely
both will get more value from it.

It is overwhelmingly clear that employers
do want the best for their staff. Asked for
the reasons for the level of their pension
contribution, almost a quarter of SMEs said
they wanted to do as much as possible to
help employees - the second most common
answer.

It was also the most common reason (27%) for
increasing contributions, with another quarter
planning to do so as part of financial well-being
initiatives.

Preferred method of communication

Number of workers
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A learning opportunity

Are SMEs planning to increase contributions?

68.6%

MANY EMPLOYERS
WEREN'T AWARE OF THE
PRIORITY EMPLOYEES

31.L4%

PLACE ON THEIR
COMPANY PENSION

Planning Not planning

to increase

to increase

How much SMEs want to increase contributions by

38.2%

38.2%

Our research also seems to confirm that

many employers weren't aware of the priority
employees place on their company pension
when it comes to reviewing their roles. A better
pension scheme means better retention and
engagement.

. Don't know
. L-6% increase
. 7-10% increase
. 1196+ increase

Without a clear business case, pensions will
not get the time, effort and investment they
need. That doesn't just prevent more effective
pensions; it also limits the value both workers
and employers draw from the existing offering.

Workplace pensions benchmarking report 2022 Penfold
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The situation, then, is clear. Employees want more from their pensions
and businesses are uniquely positioned to support them.

But where do we go from here? What steps can
we take to ensure that:

+ Employers are offering a competitive
pension scheme

+ Employees understand and engage with
their pension

Based on our research, Penfold have created
a data-backed ranking system for workplace
pension schemes in the UK - rating each
scheme from Gold to Silver and Bronze.

Highlighting exactly what makes a best-in-class
pension scheme offers employers a framework
for how they can improve their own offering -

helping to attract and retain the best talent for
their business.

We also hope that this ranking system will help
to bridge the gap between what employees
want from a pension and what employers

can feasibly provide, helping raise pension
engagement across the board.

Penfold Boosting employee retention with a better workplace pension

Ranking a pension scheme

Every workplace pension scheme is different -
tailored to the size, scale and priorities of the
business that runs it.

Creating a universal ranking system for different
pension schemes is then difficult. How can you
easily compare the pensions of a 15 person
start-up to a 500 employee financial institution?

Our methodology takes a closer look across the
scheme as a whole, rather than relying purely
on the size of contributions. What do employees
really want from their pension scheme and
what are SMEs actually offering today?

Broadly, it comes down to three main areas:
* Contributions

* Features & Flexibility

* Management & Engagement

OUR METHODOLOGY TAKES
A CLOSER LOOK ACROSS
THE SCHEME AS A WHOLE

Recommendations

Contributions

What level of contribution does your
organisation offer? Do you match employee
contributions? Is there a cap?

Features & Flexibility

How does your pension work for each
employee’s needs? Is it suitable for every stage
of life? Does it offer ethical investing?

Management & Engagement

Is your pension easy to understand and use?
How do you support your employees to get
the most out of their pension and plan for
their future?

To help businesses understand what makes
an attractive pension scheme, here’s our
established three ranks:

+  Gold

+ Silver

* Bronze
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Bronze means your pension scheme is
better than L40% of SMEs and can be used
to attract and retain staff.

It's important to note that a Bronze scheme is far above the
legal minimum requirement for auto-enrolment.

A typical Bronze level scheme might look like this:

Employer 3 i .
. . I:l contribution
contributions over = X .
3 matching option

59 pre-tax salary

Uses basic pay < Limited
to calculate =4 Investment

-
—
=]
—
= —
—

contributions options

Silver is a very good pension scheme, above
65% of UK SMEs.

A typical Silver level scheme might look like this:

Employer
contributions over
796 pre-tax salary

Contribution
matching

Includes
sustainable or
Sharia-compliant
investment plans

Offers wellbeing and
financial planning
workshops

Uses basic pay or
qualifying earnings
to calculate
contributions

Bronze means your
pension scheme is
better than H0% of
SMEs

Silver means your
pension scheme is
better than 65% of
SMEs

Recommendations

Gold is an industry-leading pension scheme
that should enable you to attract and retain
the very best staff on the market.

Your pension scheme will be better than 85%
of the pension schemes offered by UK SMEs.

A typical Gold level scheme might look like this:

“m,. Employer P
contributions over Contribution Gold means your
\ ) 109 pre-tax salary \ matching pension scheme will
or uncapped be better than 85%
of SMEs

Salary £ ). Uses total earnings
\ sacrifice \ = to calculate
contributions
Sustainable or i i i
i . Financial wellbeing
, | Sharia-compliant X
~ : and planning
investment plans
workshops

Regular Includes additional

\ communication \ features such as
P via email shareholder voting

Claim your free pension MOT

Want to know how your pension scheme measures up?
Penfold is here to help.

Get access to our benchmarked data and unlock bespoke recommendations on how
you can build an engaging, cost-effective pension scheme that will help your company
stand out from the competition.

020 8003 5908 | autoenrolment@getpenfold.com
getpenfold.com/workplace
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conclusion

While a lot of work has been done to improve the efficacy of
workplace pensions over the last decade, it's clear that there's still

work to be done to tackle the retirement savings shortfall.

It's also clear pensions are an area employees
want to engage with but often don’t know how.
It may also be the case that employers have
been making some wrong assumptions about
the benefits that really drive engagement and

IT'S VITAL THAT EMPLOYERS DON'T
WAIT FOR GOVERNMENT LEGISLATION
TO FIX THE REMAINING ISSUES FACING
PENSIONS AND TAKE THE INITIATIVE

retention.

It's vital that employers don't wait for
government legislation to fix the remaining
issues facing pensions and take the initiative
- communicating with employees to build an
attractive, transparent scheme for their team.

About Penfold

Penfold is the award-winning
workplace pension provider for
forward-thinking businesses who
want an unbeatable employee
experience.
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pension experience from scratch
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efficient pension scheme that will inctbuon
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