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EXECUTIVE SUMMARY
Against a background of dire warnings that large swathes of
the UK population are ‘sleepwalking’ into an impoverished
old age, a major structural change in the workplace pensions
regime is currently under way based on the Government’s
flagship pension programme of automatic enrolment. This
scheme compels employers to have in place suitable pension
arrangements to which both employers and workers must
contribute and to automatically enrol eligible workers unless
individuals choose to opt out of schemes.
With increasing awareness of the inadequacy of many current
workplace pension arrangements – attributable largely to a
combination of poor returns on share-based investments and
increasing life expectancy, as well as the decline in provision
of ‘final-salary’ pensions in many organisations – the aim of
auto-enrolment is to boost take-up of workplace pension
schemes and ensure that both employers and individuals
contribute to the costs. The process of pensions autoenrolment is gradually rolling out among employers over a
five-year period.
This event report examines the implications of pensions autoenrolment for the HR function under two broad headings:
• operational issues – what auto-enrolment involves and
what it means for HR professionals in terms of what they
need to do or change to ensure compliance
• strategic issues – how the HR function considers the role of
automatic pensions enrolment in supporting the employer
value proposition and talent management programmes.
Based primarily on an account of the half-day CIPD workshop
on pensions auto-enrolment held on 8 February 2013, this
report also incorporates supplementary information gathered
subsequently via telephone interviews.
The CIPD’s afternoon workshop on pensions auto-enrolment
followed on from a morning session on real-time information
reporting in PAYE (link to report available via the ‘Useful links’
section below). Each of the day’s sessions were chaired by
the CIPD’s reward and pensions adviser, Charles Cotton, who
drew out a number of common themes that link the two
topics – such as the importance of workforce data quality –
during the course of proceedings.

Background to pensions auto-enrolment
Under pensions auto-enrolment, employers are obliged
to enrol all workers who are over the age of 22 and who
currently earn approximately £9,440 or more annually into a
‘qualifying’ pension scheme. Individuals may choose to ‘opt
out’ if they so wish. A suitable default investment fund must
be in place as workers must not be required to make any
decisions over fund arrangements – although it is permissible
for employers to operate schemes that allow those who wish
to make choices to do so.
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Employers can meet the requirements of auto-enrolment
via existing pension schemes if such arrangements meet the
required criteria. Alternatively, employers may set up a new
qualifying scheme; one option is the National Employment
Savings Trust (NEST) that was established by law to support
the introduction of automatic enrolment and is available to
UK employers.
The implementation process for pensions auto-enrolment
commenced in October 2012 with the largest employers and is
being phased in during stages until reaching the very smallest
employers in October 2017. Individual employers each have a
‘staging date’ – that is, the date when auto-enrolment ‘goes
live’, which is associated with organisational size.
Unless an individual opts out, both the employer and the
individual are required to contribute to the pension scheme.
The initial requirement in respect of contribution rates is
set at a minimum total contribution worth 2% of earnings
– of which at least 1% is from the employer – with these
levels gradually rising. Effective from October 2018, the
total contribution rises to at least 8% of earnings – with a
minimum of 3% paid by the employer by this stage.
Futher details about the rules and requirements governing the
pensions auto-enrolment regime are available via the ‘Useful
links’ section below.

Key points
The main themes arising from the CIPD workshop and associated
research programme on pensions auto-enrolment include:
• Evaluation of pre-existing pension schemes: employers
may need to devote considerable time and resources to
evaluate whether existing workplace pension schemes
(if any) meet the minimum ‘qualifying’ requirements for
pensions automatic enrolment – especially among larger
organisations or those with complex reward structures
where a variety of differing schemes may operate.
• Time and costs of setting up new schemes: where
no workplace pensions provision is currently in place,
employers will need to set up new schemes – a major
innovation for many smaller firms in particular. While
the availability of the National Employment Savings
Trust (NEST) scheme may help reduce the administrative
challenge, the new requirements will inevitably add to
labour costs for such employers.
• Assessing individual eligibility: a significant workload may
also be associated with the process of assessing individual
eligibility for auto-enrolment, for example checking whether
individual employees earn above the threshold at which
auto-enrolment is obligatory. This is especially the case for
‘non-standard’ workers – such as individuals working on a
temporary or casual basis – where assessing annual earnings
levels will not invariably be straightforward.
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• Wider reward context: it is important for employers
to note that the impact of specific reward mechanisms –
such as salary sacrifice arrangements or the payment of
overtime or shiftworking premiums – must be taken into
account when assessing pensionable pay.
• Private versus public sector impact: given the already
high take-up of pension scheme membership in the public
sector – compared with far lower levels typically found in
private companies – the additional costs of paying into
pension schemes under auto-enrolment are likely to be
more onerous in the private than the public sector. That
said, it should be borne in mind that many public sector
workers will be enrolled into relatively costly defined
benefit schemes (that is where a guaranteed level of
payment is received), while most private sector workers
will be enrolled into defined contribution plans (where the
payment will depend on investment returns).
• Influence of ‘legacy’ pension schemes: the resources
required to support the initial process of auto-enrolment
may be as great or sometimes greater in public sector
organisations (or privatised companies), compared with
the private sector. This is partly because – notwithstanding
typically high pensions take-up levels across such
organisations – such employers need to check the eligibility
of pension schemes that often include multiple ‘legacy’
arrangements and associated issues (while often also
needing to assess large numbers of individual employees).
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• Data quality: effective workforce information systems
are essential to the successful implementation of pensions
auto-enrolment – including the need to ensure data is
accurate, up to date (for example, correct data on the ages
of individuals and reliable recording of earnings levels for
atypical workers) and secure.
• Workforce communications and financial education:
a focus on increasing awareness of the need to plan for
financial well-being in retirement is essential to minimising
opt-outs by employees. The media deployed should be
targeted according to the structure and characteristics
of the workforce – for example, whether office-based or
transient, levels of education and the nature of any shift
patterns.
• Benefits of auto-enrolment: if financial education and
communications are effective, auto-enrolment may have
a positive impact on employee engagement and talent
management strategy – while some employers may also
empathise with the Government’s overarching policy goal
of ensuring all individuals have greater financial security
during retirement.
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PENSIONS AUTO-ENROLMENT:
PRIVATE SECTOR SOLUTION, PUBLIC
SECTOR OBLIGATION?
The CIPD’s reward and pensions adviser, Charles Cotton,
introduced the issue of pensions auto-enrolment and
welcomed speakers and new delegates to the afternoon’s
proceedings.
The workshop commenced with a presentation by Steve
Simkins, associate partner with consulting firm KPMG, who
vividly set out the stark contrast between the state of play on
workplace pensions across the public and the private sectors.
Currently leading KPMG’s public sector pensions team, he
also drew on his eight months’ experience on secondment
to the Independent Public Service Pensions Commission as a
strategic adviser to Lord Hutton in presenting his analysis.
Commenting on a graphic entitled ‘Employer-sponsored
pension provision among UK employers’, Steve Simkins
highlighted the average workplace pensions scheme
membership coverage of around 85% in the public sector,
compared with penetration languishing at far lower levels –
typically around one-third – among private sector firms.
‘Automatic enrolment in the public sector could be regarded
as using a sledghammer to crack a nut’ in light of the already
high levels of coverage, and ‘there might have been a better
way round it’.
‘Whilst the financial impact is less – due to the greater
coverage in the public than the private sector – all of the
detailed rules and requirements still apply,’ he explained.
By contrast, the implications of auto-enrolment for the private
sector are massive – with the potential for ‘more than 6
million new members’ compared with only around 250,000
potential new members in the public sector, according to
KPMG estimates.
In respect of the transitional period – which allows deferral
of a major part of the changes until 2017 – Steve Simkins
pointed out that, although certain employers would offer a
defined benefit scheme during that period, ‘very few private
sector employers will want to hold on to defined benefits
schemes until 2017’.
For most public sector employers, the three key workstreams
to be managed for auto-enrolment can be broadly divided
into three umbrella headings in this analysis:
• governance – setting out objectives, cost impact, team
and responsibilites and rules
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• systems – planning for payroll, pension administration and
HR/other third-party involvement
• communication – designing a communications
programme including identifying requirements, reviewing
timing and considering wider engagement strategy.
The key decisions around scheme design and choice of
provider do not apply for many public sector organisations,
and if they do this affects only very few employees.
Following an analysis of the types of systems solutions
available to employers, Steve Simkins observed that they need
to consider restrictions on choices in practice: for instance,
‘if an organisation has a particular approach to dealing with
postponement, it must choose a provider that is able to meet
that requirement’.
Whatever the scheme and provider selected to deliver autoenrolment, there is a need ‘to get the contract terms right –
you don’t want any ambiguity further down the line on who
is doing what’.
An interesting case study was used to illuminate some of
the issues around the communications challenges of autoenrolment. This highlighted the case of a worker under the
age of 22 who ‘in auto-enrolment speak is a non-eligible
jobholder’ – and the difficulties that could ensue unless
carefully handled. There is the potential for auto-enrolment to
be counterproductive in respect of employee engagement, for
example where employees who do not wish to join schemes
become frustrated with the opting-out process.
‘Employers need to provide communications to their
employees whether they are in the scheme or are not,’
stressed Steve Simkins. This is particularly relevant in the
public sector with so many employees already in existing
pension schemes. Organisations ‘might wish to go above and
beyond the call of auto-enrolment communication duties’,
which could involve finding ‘differing ways of engaging with
different people’.
The communications process surrounding auto-enrolment
could also be expanded to drive employee recognition of
the broader employer value proposition. In this scenario,
employers are ‘communicating not just on auto-enrolment
– they could take the opportunity to get the message across
more effectively on wider public sector pensions reform and
reward strategy in general’, hence enhancing employee
engagement.
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A PUBLIC SECTOR PERSPECTIVE:
THE CIVIL SERVICE
The second presentation of the afternoon looked at the
auto-enrolment process as experienced by the 430,000-strong
workforce of the UK civil service. This took the form of an
informative and insightful co-presentation by Sarah Fox, an
HR policy lead in Civil Service Employee Policy, together with
Liz Jug, HR service manager in the Shared Service Centre at
the Ministry of Justice.
Civil Service Employee Policy supports every government
department at a strategic level. Sarah Fox worked very closely
with Liz Jug as one of the departmental stakeholders, also in
her role in shared services, implemented automatic enrolment
for three main departments (almost one-quarter of the
whole civil service). The three departments covered by shared
services are the Ministry of Justice, the Home Office and the
National Offender Management Service.
Implementation of auto-enrolment in the civil service is taking
place in the wider context of Civil Service Pensions Reform,
and the initial focus across all parts of the organisation was on
the need ‘to support the implementation of auto-enrolment in
the most cost-effective way while also maximising employee
engagement’.
In the civil service, ‘one set of pension schemes is administered
centrally’ and, while policy decisions are the responsibility of
the Cabinet Office, schemes are administered by [the mutual
joint venture partnership] MyCSP. Beyond this, ‘the various
organisations within the civil service “own implementation” of
automatic enrolment – with different HR systems and shared
service providers’.
Given that the majority of civil service employees are already
enrolled into pension schemes, it was concluded that
‘sticking to the minimum legislative requirement’ might
have been counterproductive to the fundamental policy aim
driving automatic enrolment – that is, the drive to increase
membership of work-based pension schemes. Consequently,
it was ‘decided at an early stage that the simplest approach
would be to enrol everyone – regardless of age or earnings
threshold’. Employees would be ‘enrolled into the section of
the pension scheme that they were previously eligible to join’.
In respect of timing, it was decided that all workers/individuals
would be enrolled at staging and at the three-year re-enrolment
date. This involved a programme of liaising with pensions
providers and checking systems to establish which individuals
were not currently members of the available schemes.
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‘Communications associated with the automatic enrolment
programme need to be considered carefully,’ emphasised Liz
Jug. For example, one key challenge involved those individuals
who considered themselves to be self-employed and did not
believe they were eligible – even though a reading of the
pensions provisions appeared to illustrate that they were
covered. The decision about eligibility of members of this
group was sought from the civil service legal team.
Another essential point involved ‘identifying high-level
stakeholders’. In the experience of Sarah Fox and Liz Jug,
these included the Cabinet Office, the Pensions Regulator,
the Department for Work and Pensions, TSol (the Treasury
Solicitor’s Department) and MyCSP – together with
departmental representatives.
HR professionals need to ‘use all expertise available across the
business and beyond – including payroll, pensions, the HR
team and policy advisers’.
The following learning points emerged from the planning and
implementation of auto-enrolment in the civil service:
• Do not underestimate the size of the task.
• All involved must familiarise themselves with the
legislation.
• Use all available resources.
• Review impact on existing pension and HR policies.
• Determine the organisation’s ‘source of truth’ for data.
• Ensure payroll compliance with legislation.
• Make it part of ‘business as usual’.
• Develop effective communications with employees.
The programme to review the changes required to
accommodate automatic enrolment commenced in November
2011, giving a lead time of one year to deliver the project.
This timeframe was essential as the shared services function
manages pensions for three government departments with a
total of just under 100,000 employees.
Of those employees, 2,475 (who were not previously scheme
members) were signed up for auto-enrolment on 1 November
2012, with 842 having chosen to opt out since that date. This
level of opt-out requests has itself driven additional work into
the HR department – which should be factored into any similar
project plan. It is reassuring to note that 1,633 employees
currently remain paying into a pension scheme who were not
doing so before the staging date, and ‘this goes some way
towards rewarding the effort of the project team’.
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PRIVATE SECTOR PERSPECTIVE: BT
Kendra Osenton, pensions policy manager with BT, offered
a detailed and enlightening account of a private sector
perspective – which also clearly conveyed the scale of the task
in light of the impact of the pensions ‘legacy’ associated with
its previous public ownership.
The scale of the automatic enrolment challenge proved huge
at BT, which employs some 75,000 people on a single PAYE
reference across three BT Group companies.
BT had a 1 November 2012 staging date and, as part of its
preparations, the company hosted officials from the Pensions
Regulator at a meeting in July 2011 – during which it ‘realised
it had a significant amount of work to do’.
This acknowledgment came despite the fact that, in many
ways, BT was seemingly well prepared for auto-enrolment: most
employees were already paying into a pension scheme, while
the company had already adopted the practice of enrolling
automatically all new recruits into a defined contribution
pension scheme via their employment contracts. The previous
final salary scheme had been closed to new entrants in 2001
and had become a career-average scheme in 2009.
However, Kendra Osenton highlighted a number of key
challenges – including some 5,000 employees of working age
already drawing their pension who were ‘not obvious targets
for automatic enrolment’.
One of the first tasks at BT was to check whether its existing
pension arrangements would count as ‘qualifying schemes’
as defined under the legislation. A slide was presented
explaining the criteria that had to be checked against,
illustrating that schemes must ‘meet or exceed’ the following
minimum quality requirements:
• defined benefit – final salary: contracted out or meet a
minimum ‘test scheme’ standard (broadly 1/120 of threeyear average qualifying earnings)
• defined benefit – career average (CARE): as above plus
meets minimum revaluation criteria
• defined contribution: annual contributions must be 8%
of qualifying earnings, of which at least 3% must be an
employer contribution (rates being phased in by 2018).
BT’s internal review of its existing pension schemes revealed
that – in light of certain changes that were only finally
confirmed in October 2012 – its career-average scheme
might not meet the requirements of the automatic enrolment
regulations. However, following its representations to the
Pensions Regulator, this issue was resolved.
The defined contribution scheme was also able to meet the
qualifying criteria, but establishing this involved ‘making
some quite detailed calculations’. As part of this process,
Kendra Osenton’s team had to ‘sit down with payroll and go
through about 400 codes to see if they would be included for
“qualifying earnings”’.
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Having determined that the existing pensions schemes met
the standards required and would be suitable for existing
members, the company also needed to decide on the
type of provision to introduce for those employees already
drawing the company pension but still of working age. It also
needed to consider other individuals who had chosen not to
participate in its existing schemes.
This stage also involved a substantial amount of work as the
company evaluated its options. During this phase, it ‘looked at
the National Employment Savings Trust (NEST) and liked that it
had “a separate identity” to BT’s other schemes’.
Having taken a final decision to introduce a NEST scheme in
addition to its existing schemes, the targeted group of workingage people drawing a pension was automatically enrolled into
NEST – with this communicated via letters to their home address.
BT also enrolled 2,300 employees (not drawing their pension) into
its contract-based defined contribution scheme.
The windows for opting out mostly ran to early December
2012 and this could be done either online or (in the case of
the NEST scheme) via a telephone helpline run by the provider.
Kendra Osenton stressed that – even if an employer already
has a qualifying pension in place – ‘don’t assume it will be
less work, even if you’re already automatically enrolling’. She
warns that ‘aligning systems can be very time-consuming …
starting from scratch could end up being simpler from an
interface perspective’.
Another message that came across powerfully during the
presentation reflected a central theme of the workshop on
real-time reporting of PAYE information held earlier that day –
the critical need to ensure that employee data is accurate and
up to date.
During the pension auto-enrolment process, key issues
identified by BT included:
• complexity of project, involving a wide range of systems
and delivery partners
• uncertainty of requirements
• need to confirm existing schemes would qualify and to
select new scheme for certain individuals
• workload involved in identifying eligible workers, reconciling
data and establishing new record-keeping processes
• ensuring HR/recruitment processes would comply with the
auto-enrolment regulations
• communicating effectively
• meeting deadlines.
As at 31 December 2012, around 25% of the workers
enrolled in the contract-based scheme had opted out
while around one-third of the employees enrolled in NEST
had opted out. Overall, 98% of BT’s workforce is either
contributing to, or drawing, a pension.

PENSIONS AUTOMATIC ENROLMENT: LEARNING THE LESSONS

WHAT IS THE FUTURE FOR
WORKPLACE PENSIONS?
The final presentation of the afternoon’s proceedings
came from Vince Linnane, chief executive of the Pensions
Management Institute (PMI), who set out a frank assessment
of the scale of the private sector challenge in particular – as
well as suggesting some innovative options for the future.
The PMI is ‘the leading professional body for establishing,
maintaining and improving professional standards in every
area of pension scheme management, consultancy and
trusteeship’.
Vince Linnane commenced by highlighting a graphic
illustrating the steady year-on-year decline in occupational
scheme membership over the last decade or so. The reasons
identified for the decline in work-based private sector pension
scheme membership are varied, including that:
• membership has not been mandatory since 1988
• the decline, specifically in private sector defined benefit
schemes, is linked to the fact that they are increasingly
perceived as unaffordable and impractical due to improving
life expectancy, the increased regulatory burden and a
more mobile workforce
• knocks in confidence caused by ‘the Maxwell scandal, poor
pensions selling – “the mis-selling scandal that plagued us
for a decade” – and the “Equitable Life debacle”’.
Vince Linnane highlighted the far-reaching implications of
the current programme of automatic enrolment, with the
potential for around 1 million companies that have not
previously offered pension provision – covering 7–9 million
workers – to do so in the future.
‘Low earnings levels may be a problem’, however, as these
would be associated with low monetary (as opposed to
percentage) contributions and payout levels; ‘there is also a
risk that auto-enrolment might give a false sense of security’.
There may also be a danger of ‘a focus on process rather than
the pension’.
The need was identified for ‘changing mindsets – people
having to take responsibility for their own savings’. This is ‘not
easy’ and ‘financial literacy needs to start at an earlier stage in
our lives – financial education is key for individuals to look at
auto-enrolment in a more rounded context’. Communications
are essential in ‘getting the idea to employees of why
pensions are a benefit’.
In this analysis, ‘auto-enrolment is there to change mindsets
– it’s about encouraging individual responsibility for savings
rather than the employer or state taking responsibility’.

There is also a need to move ‘from paternalism’ towards
‘getting risk properly shared’. In time, ‘pensions autoenrolment will come to be seen as a recruitment and
retention tool rather than just a headache for employers to
manage’, he suggested.
The seemingly unending problem of lack of continuity from
above also plays a role in Vince Linnane’s analysis of the
challenges facing pensions policy-makers – given a situation
where ‘the UK has gone through 11 pensions ministers in
13 years’. He perceived it as a relief in this context that the
current incumbent, Steve Webb, has been in post for three
years and is ‘a very knowledgeable pensions minister who has
consulted very widely’.
Turning to the issue of regeneration, Vince Linnane linked the
role of automatic enrolment to the popularity of flexible or
‘wraparound’ reward packages – with ‘pensions placed in the
wider context of the general benefits package and offering
better value for money’.
In his view, ‘a more holistic view of planning retirement
income’ needs to be developed to encapsulate both the
reformed state pension provisions, including auto-enrolment,
and private pensions savings – together with other options to
provide funds during retirement, such as alternative savings
routes and property returns (for those in a financial position to
invest in this way).

Concluding discussion
A final question and answer session, chaired by Charles
Cotton, provoked a lively discussion of the issues raised during
the half-day’s workshop.
Members of the audience highlighted some of the challenges
that HR professionals would face in implementing parts of
the programme – for example, how to communicate the
benefits of pensions auto-enrolment to newly recruited
graduates whose finances may already be stretched as a result
of repaying student loans, or how employers can evaluate
whether a pension scheme offers the business and employees
value for money.
While differing viewpoints were raised, one interesting point
on the opportunities for the future, given the heightened
focus on pensions within the reward package, came from the
Pensions Management Institute’s Vince Linnane. He concluded
that: ‘Employers will start to discriminate in their capacity to
attract talent depending on the quality of their pensions offer.’
The remainder of this report is based on material gathered
by means of telephone interviews subsequent to the CIPD
workshop.
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CASE STUDY: PENSIONS AUTOENROLMENT EXCEEDS STATUTORY
PROVISIONS AT FIRSTGROUP
The process of pensions auto-enrolment was introduced in the
UK bus division of transport giant FirstGroup with a ‘staging
date’ of 1 March 2013.
Based on a telephone interview during March 2013 with John
Chilman, group reward and pensions director at FirstGroup,
this case study examines the implementation process and
preparations during the run-up to ‘going live’.
FirstGroup is a major transport group with divisions across
the UK and the US. The UK bus division of the organisation
comprises some 23,000 staff across 20 operating companies –
most of which encompass three or four pay bargaining groups
– as a result of the historical legacy of growth by acquisitions
and long-standing union recognition agreements. Overall,
there are 52 separate payrolls, while payment frequency varies
with, for example, weekly pay for bus drivers and fortnightly
pay for engineers – as well as four-weekly and monthly pay
periods in place for various white-collar groups.
The extensive complexity in organisational and pay structures
meant that the onset of pensions auto-enrolment presented
‘a big challenge’ for the firm, says group reward and pensions
director John Chilman.
In the past, ‘changing payroll terms and dates had not been
very high up the agenda’. However, while the company
‘believes that pay should be bargained locally’, it agreed with
its recognised unions that – for the sake of simplicity – it
‘would negotiate pensions nationally, not locally’.
Prior to the onset of auto-enrolment, a defined benefit
scheme was in place in FirstGroup’s UK bus division, based
upon career-average benefits – which continues to operate for
pre-existing members.
Under the auto-enrolment arrangements, a defined
contribution section of this scheme has been set up for new
entrants. Additionally, after nine years’ scheme membership,
employees are able to join the defined benefit section. So ‘the
organisation has not closed off the option of a defined benefit
pension for new employees’.
Preparations for auto-enrolment commenced during 2011
when ‘we first sat down with unions – some two years
ahead of implementation – as it was important to design an
appropriate pension structure whilst allowing time to agree
and facilitate workforce communications and find a way to
deliver this’.
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As part of the process, an in-house hub was designed that
collates, validates and analyses all the information from
payroll; generates the communications required to employees
(existing members and non-members); provides data
interfaces to set up payroll deductions; and interfaces into the
defined contribution scheme provider. John Chilman observes:
‘you can buy systems off the shelf but this would not work for
our level of complexity.’ He explains: ‘The hub, together with
our employee portal, allows colleagues to have functionality,
including opting out, choosing/changing rates of contribution
and making self-invest choices.’
In respect of pension coverage across the workforce, the
organisation has in recent years already taken steps to
encourage take-up. Over the past eight years, the proportion
has increased from ‘just over 20% joining the defined benefit
scheme to around 85% by 2012’.
John Chilman points out: ‘In the past, a big rump of eligible
workers hadn’t wanted to join.’ Where there is reluctance
to join the workplace pensions scheme, this is often because
many people ‘see this as a stopgap and not a career – and
suddenly they’ve been here 15 years’.
In this context – with the firm having already taken steps to
maximise pensions take-up as far as possible – it is deemed
unlikely that the proportion signing up will increase in the
foreseeable future. Indeed, the figure may even decline
somewhat in the short term, ‘perhaps to an estimated division
of 80% staying in and 20% opting out’.
This potential for a slight decline is partly explained by the
fact that the new arrangements offer defined contribution
rather than the previous more generous defined benefit
arrangements. Moreover, ‘previously we didn’t invite people
to join for two years, when they had become established
within First. Now we’re asking people to join much earlier …
when they are less certain about their future, and it tends to
be a lower priority.’
Individual eligibility is set beyond the statutory minimum
as ‘we agreed with the unions that this would be more
straightforward to administer’ – covering those from 16 to
the state pension age (65). Previously, there had been a twoyear waiting period before recruits could join the company
scheme, but ‘we couldn’t continue this under auto-enrolment
legislation, and as we didn’t want to complicate the
administration, the new defined contribution section is now
available up front for everyone’.
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As John Chilman explains: ‘With hourly pay rates and variable
shift patterns, the concept of basic pay is a difficult one within
First. We’ve created a range of pensionable pay bands that
increase in line with inflation and broadly equate to basic pay.’
For those recruits joining the new defined contribution section
in April 2013, the employer/employee contribution rates have
been set at 5% for each party. However, ‘to encourage those
who’ve previously turned down the opportunity to join, these
join at 2% employer plus 2% employee contribution – with
a subsequent move to 3% then 4% from each party each
subsequent April, reaching 5% in April 2016.’
Under the regulations linking staging dates to organisational
size, the firm ‘could have introduced auto-enrolment over a
15-month period’. However, this ‘would have led to increased
administration difficulties, so we decided to do it through a
“clean” process with everything starting in March 2013’.
Additionally, the company did ‘not want to go live for any
groups mid-way through a pay period’, hence it ‘brought
forward the staging date to 1 March 2013, so that it
could postpone the date in which pension contributions
commenced to be the period in which 1 April fell’. A
downside is that ‘if some individuals know they want to opt
out, this just causes frustration’ – as they must be autoenrolled, and begin paying contributions, in advance of being
able to opt out.
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In respect of communications, the company has not run
face-to-face programmes – as many of its workers are
‘hard to reach’ due to the shift-based and mobile nature of
employment in the transport industry. Rather, it has delivered
a suite of materials and financial education through its
employee portal, and in the mail, to those not registered.
These include a Joseph Rowntree Foundation ‘lifestyle model’,
a model that helps employees to determine their financial
needs in retirement.
With large elements of the workforce not possessing high
educational qualification levels and some with a first language
other than English, the company has tried to use visual
communications methods such as cartoons and videos, in
addition to more traditional media such as email, letters,
leaflets, booklets and DVDs.
John Chilman is wary of claiming any great benefits of
pensions auto-enrolment for his company, admitting that
it is easy for managers to see this as a ‘cost rather than a
benefit’. And ‘the flat organisational structure – comprising
mainly drivers and maintenance workers together with a thin
management layer – means that we tend not to have any
great talent management issues’.
That said, the unions have been reportedly very positive and
heavily involved in communicating the benefits of the autoenrolment scheme to their members. Overall, then, it seems
that the company may experience some positive impact on
employee engagement levels as a result of embracing – and
going beyond the statutory minimum requirements – in its
implementation of pensions auto-enrolment.
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THE PENSIONS REGULATOR: ITS ROLE
IN SUPPORTING COMPLIANCE AMONG
EMPLOYERS
The Pensions Regulator is the public body responsible for
maximising compliance with pensions auto-enrolment
legislation among UK employers.
This account of the organisation’s role on pensions autoenrolment is based on a telephone interview conducted
during April 2013 with the Pensions Regulator’s Director of
Communications, Automatic Enrolment, Ian Adams.
Based in Brighton with more than 400 staff, the Pensions
Regulator has the overriding aim in law ‘to ensure that
people responsible for providing access to and managing
work-based pensions fulfil their obligations’. Included among
several specific objectives set out in law is its role ‘to maximise
employer compliance with employer duties (including the
requirement to automatically enrol eligible employees into a
qualifying pension provision with a minimum contribution)
and with certain employment safeguards’.
The regulator currently contacts employers ahead of their
‘staging date’ – that is, the date from which the new law
on auto-enrolment applies to them (linked to organisational
size). Specifically, the staging date is determined by the
number of individuals in the organisation’s largest PAYE
scheme – based on information from HMRC held by the
regulator on 1 April 2012.
In addition to holding information on staging dates so
that it can help employers check their individual dates, the
Pensions Regulator aims to support employers in meeting the
requirements of automatic enrolment legislation – for example
by setting out a wide range of information on its website
and by providing additional education where appropriate.
Ultimately, however – for any employers who may choose not
to fulfil their legal obligations – the organisation can use its
powers to ensure compliance.
As noted in its ‘Compliance and enforcement policy: For
employers subject to automatic enrolment duties’, the regulator
‘may select from one or more enforcement options to ensure
compliance, ranging from warning letters, statutory compliance
notices and monetary penalties to criminal prosecution’
(available at www.thepensionsregulator.gov.uk/docs/pensionsreform-compliance-and-enforcement-policy.pdf).
According to Ian Adam, there are ‘three key priorities’ that
the organisation endeavours to communicate to employers
embarking on the pensions automatic enrolment process,
which he describes as follows:
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• Plan – ‘Every employer needs to design a pensions
automatic enrolment plan’ and it ‘is better to get on
and have a plan in place earlier rather than later – we
encourage employers to start planning 18 months before
their staging date.’
• Assess – ‘Employers may find that some activities might
take longer than expected, in particular the assessment
of the workforce – we find some employers are
underestimating the time they need to spend on this task.’
• Register – ‘Once employers have gone through this
journey, after automatic enrolment, they need to register
information with the Pensions Regulator to complete the
compliance process.’
The Pensions Regulator uses a variety of media to push out its
messages. All registered employers currently receive ‘a series
of integrated communications commencing 18 months before
their staging date’. This includes an initial letter ‘setting out
what is happening and suggesting that they nominate a “key
contact”, check their staging date and link that contact up
with the regulator’.
Given that the earlier starters are in the main large, wellresourced organisations, the need for communications about
eliminating poor practices (such as encouraging employees
to opt out) ‘hasn’t been an issue to date’. Moreover, as larger
firms often already have relatively generous defined benefit
or defined contribution schemes in place, and a proactive
internal communications team, the need to boost awareness
of personal finance and saving among employees via financial
education programmes is also less salient as yet. For the larger
organisations, ‘it’s partly about ensuring scheme compliance
and checking the management processes are running
effectively’.
The focus in respect of data management, or record-keeping,
meanwhile, is on ‘preparing systems for automatic enrolment
– making sure the right systems and the right software are
in place and that arrangements for maintenance of data are
there’.
Asked his view of the differences between the private and
public sector challenges – given the far patchier current
availability and take-up of workplace pensions across the
private sector – Ian Adams commented: ‘Ironically, it’s the
public sector that has experienced some of the greatest
challenges to date – it’s not so much the scale of pensions
coverage across the workforce, but rather how different types
of public sector employers are impacted by the legislation.’
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For example, there are certain issues for the NHS in
managing the new arrangements in light of ‘the new types
of commissioning organisations in place to replace the now
abolished primary care trusts’ – with their replacement
organisations, clinical commissioning groups, not subject to
automatic enrolment until 2017.
Another example is local authorities, which have ‘found
challenges in respect of relationships with schools as they
have unearthed a whole raft of small employers that are
linked to the same PAYE scheme as the local authority –
meaning, for example, that certain schools will need to
automatically enrol their staff at the same time as their local
authority enrols its staff’.
For employers seeking support and resources as they embark
upon the auto-enrolment process, Ian Adams highlights
the ‘increasing array of information’ that is available online
– including those on the organisation’s own website. For
example, its guidance on ‘Selecting a qualifying pension
scheme’ sets out suggestions of questions to consider that
are supplementary to the legal criteria. Hence this advises that
where employers wish to offer individuals the opportunity to
choose personalised investment options – in addition to the
obligatory default option – there is a need for simple labelling
of any investment options to outline the benefits and risks.
Other resources available on the Pensions Regulator’s website
include a tool on staging dates as well as guidance aimed at
specialist groups such as accountants and HR professionals,
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together with a wide range of general background and
guidance documents aimed at supporting employers as they
navigate through the pensions automatic enrolment maze
(see ‘Useful links’ section).
While the aim of the Pensions Regulator is primarily to
educate and enable employers in their efforts to achieve
compliance with pensions automatic enrolment, the
organisation will take enforcement action where necessary.
In respect of the compliance regime associated with pensions
automatic enrolment, the Pensions Regulator made the
following statement to the CIPD:
‘As a regulator we will be firm but fair to non-compliant
employers. They will face enforcement action in line with the
regulator’s risk-based approach.
‘Employers who have chosen to ignore their obligations will
find that we will use our powers where necessary to ensure
compliance. We have a range of powers, which include the
ability to issue fixed penalty notices, and escalating penalty
notices that vary depending on the size of the organisation
involved.
‘The regulator’s focus is to ensure that the vast majority of
employers comply with their duties and we are working hard
to enable them to do so. Those who have concerns are urged
to contact us to discuss them.’
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USEFUL LINKS
CIPD/KPMG pensions auto-enrolment pages: www.cipd.co.uk/hr-resources/kpmg/
The Pensions Regulator: www.thepensionsregulator.gov.uk
The Pensions Management Institute: www.pensions-pmi.org.uk
DWP guidance: www.dwp.gov.uk/docs/auto-enrol-language-guide.pdf
NEST: www.nestpensions.org.uk
CIPD Real-time Information in PAYE Reporting event report:
www.cipd.co.uk/publicpolicy/policy-reports/preparing-for-real-time-information.aspx
MyCSP: www.civilservice.gov.uk/pensions
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