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Aims of session

•Understanding A/E in the UK context.

•Overview of UK pension provision.

•Explore UK Evidence on A/E.

•Consider barriers inhibiting the use of A/E in the UK.



A/E –A Simple Definition

•Where employees automatically become members of 
their employer's pension scheme unless they choose to 
opt out.

• …..….not quite that simple….



Provider Employer New Employee

1. Issues contract of employment &, 
if required, stores employee 
agreements

2. Agrees (in writing) to 
- personal data being shared with 
pension provider 
- employer acting as their agent to 
give consent to provider and enrol 
them in the scheme; and
- deductions from salary being 
made

3. Sets up payroll deductions and 
sends HR data file of employees to 
provider.

5. Generates New Joiner packs 
and sends to employer

4. Loads data on to Record 
Keeping system adding default 
option for investment choice

6. Gives New Joiner pack to 
employees, consisting of:
•Announcement / covering letter
•Key Features Document
•Scheme booklet
•Policy Conditions 
•Decision tree (Stakeholder pensions 
only),HMRC declarations,Opt out 

8. Sends monthly contribution file, 
which includes new hires, to 
provider

7. Either:
i) makes corrections to HMRC 
declarations  and returns to 
provider; OR
ii) does nothing (whereby details 
will be assumed to be correct); 
OR
iii) Opts out
The employee typically has 30 
days to opt out at this point9. Reconciles and requests 

payment

10. Sends payment by BACS11, Invests contributions for 
members.

13. Receives refund of employer 
contributions

12. If member ineligible or has 
chosen to opt out, provider 
disinvests contributions made for 
member and returns. Otherwise 
contract concluded

14. If ineligible or opted out 
receives refund of own 
contributions

If i) or iii) 
above are 
present



26.4m in work

35.0m adults under State Pension age

7.4m 
Not active in the 
labour market

0.3m 
Contribute to a 

pension

1.2m 
Unemployed

0.1m 
Contribute to a 

pension

0.9m earning
below £7.5k

6.0m earning
below £10k

8.5m earning
£10– 20k

9.0m earning
£20k+

2.0m earning
£7.5k+

3.0m
No  access 

to 
Employer 

Pen

3.0m
Access to 
Employer 

Pen

6.0m
Access to 
Employer 

Pen

2.6m
No access 

to 
Employer 

Pen

7.4m
Access to 
Employer 

Pen

1.5 m
No access 

to 
Employer 

Pen

0.2m
Pension

0.7m
No

Pension

1.1m
Pension

0.9m
No

Pension

4.m
Pension

2.0m No
Pension

0.9m
No

Pension

0.6m 
Pension

0.9m
No

Pension

6.5m
Pension

2.0m
No

Pension

0.5m
Pension

23.5m Employees 2.9m Self-employed

1.4m
Pension

0.2m
Pension

1.6m
No 

Pension

2.8m 
No 

Pension

UK Pension Provision



1.2m in Private Sector

1.2m Firms in whole economy 

0.8 million 1-4 employees

Employing 18.5 million employees

UK Pension Provision (cont’d)

0.4 million 5-49 
employees

3000, 500+ employees

Employing 2.3 million Employing 3.7 million Employing 8 million

13,000, 50-499 
employees

Employing 4.6 million

20% 
employees 
provision 

with 
contributions

40% 
employees 
provision 

with 
contributions

75% 
employees 
provision 

with 
contributions

84% 
employees 
provision 

with 
contributions



UK Pension Provision (cont’d)

Defined 
Benefit – 14%

Defined 
Contribution – 7%

Employer – 9.9%

Employee – 4.2%

Employer – 4.3%

Employee – 2.7%



Prevalence of A/E

•NAPF 41 % of schemes surveyed operate A/E.

•GAD 41% of schemes surveyed operate A/E for all 
employees and 63% for some employees.

•Good A/E coverage from available data, but is it 
representative ?

•DWP EPP Survey underway.



Is A/E Effective ?
•GAD Research: N/E participation rates 90% among 
firms that operate A/E, compared to 62% where they do 
not.

•CBI / Mercer Research:  scheme membership 93% 
among firms that operate A/E, compared to 48% in firms 
who rely on communication campaigns.

•WW Research: survey of FTSE 100 DC schemes found 
participation rates of  95% among firms that operate AE, 
compared to 60% where they do not.

•Further DWP case study research underway.



Understanding the Barriers

•Concerns about employer costs / Business case. 

•Low employer awareness and engagement.

•Industry/Employer perception of regulatory constraints.

•And concerns about mis-enrolment / liability.

•Tension between enrolment technique + info/advice.



Addressing the Barriers
•Working with the Industry, Employer Representative 
and Consumer Bodies to better understand and address 
the barriers.

•Raising profile of A/E through a number of channels.

•Developing and publicising more robust evidence base.

•Completed a cross govt review of regulations.

•Produced guidance on how to operate A/E within regs.



Addressing the Barriers (cont’d)

•Amending regulations where necessary. 

•Identifying and sharing good employer and industry 
practice.

•The importance of scheme joining techniques now 
being discussed within the National Pensions Debate.

•Pensions Commission due to report on the adequacy of 
private saving in the UK and will advise on appropriate 
changes to deliver a stronger system.



Key Question

•……………………’IS UNIVERSAL OR NEAR UNIVERSAL 
A/E DESIRABLE OR ACHIEVABLE ?’
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