
iii

Contents
The Authors........................................................................................................................... ix

Glossary of terms ...................................................................................................................xi

Notes on terminology .......................................................................................................... xiii

Summary ............................................................................................................................... 1

1 Introduction..................................................................................................................... 7
1.1 Introduction ......................................................................................................... 7

1.2 Background .......................................................................................................... 7

1.3 Methods .............................................................................................................. 8

1.3.1 Data sheet ........................................................................................... 8

1.3.2 The questionnaire ................................................................................. 8

1.3.3 The sample .......................................................................................... 9

1.4 This report ............................................................................................................ 9

1.4.1 Reporting of statistical results ............................................................. 10

2 Pension provision in Britain............................................................................................. 11
2.1 Introduction ....................................................................................................... 11

2.2 Characteristics of private-sector organisations ..................................................... 11

2.2.1 Private-sector organisations ................................................................ 11

2.2.2 Employees in private-sector organisations ........................................... 16

2.3 Pension provision among private-sector organisations ......................................... 18

2.3.1 The incidence of pension provision in 2003 ......................................... 19

2.3.2 Characteristics of providing organisations ............................................ 23

2.3.3 Types of provision among providers .................................................... 25

2.4 The incidence of pension provision among employees of private-sector
 organisations ..................................................................................................... 30

2.5 The overall incidence of different pension arrangements ..................................... 32

2.6 Reasons for non-provision ................................................................................... 34

Contents



iv Contents

3 Stakeholder pensions ..................................................................................................... 37
3.1 Introduction ....................................................................................................... 37

3.2 Employers offering access to stakeholder pensions .............................................. 38

3.2.1 Employees’ Access to stakeholder pensions ......................................... 41

3.2.2 Employers’ contributions to stakeholder pensions................................ 44

3.2.3 Contributions to stakeholder pensions ................................................ 45

3.3 Private stakeholder pensions ............................................................................... 46

3.4 Pension provision before stakeholder pensions .................................................... 47

4 Changes to pension provision ........................................................................................ 49
4.1 Introduction ....................................................................................................... 49

4.2 Changes in the overall incidence of pension provision 1996-2003........................ 50

4.2.1 Changes in pension provision: detailed picture for organisations .......... 52

4.2.2 Changes in pension provision among employees over time .................. 55

4.2.3 Active membership among employees ................................................ 57

4.3 Changes to pension provision ............................................................................. 59

4.3.1 Anticipated changes among non-providers ......................................... 59

4.3.2 Recent changes among providers........................................................ 59

4.3.3 Anticipated changes among providers ................................................ 63

4.4 Attributing changes in incidence of provision ...................................................... 67

5 Occupational pensions ................................................................................................... 69
5.1 Introduction ....................................................................................................... 69

5.2 Occupational pension providers .......................................................................... 69

5.3 Occupational pension schemes ........................................................................... 71

5.3.1 Size of schemes .................................................................................. 71

5.3.2 Closed and frozen schemes ................................................................ 73

5.3.3 Types of occupational schemes ........................................................... 75

5.3.4 Age and industrial sector of occupational schemes .............................. 77

5.3.5 Reasons for scheme closures ............................................................... 81

5.3.6 Contracting out of State Second Pension ............................................ 83

5.4 Membership of occupational schemes ................................................................. 85

5.4.1 Membership restrictions ..................................................................... 85

5.4.2 Membership profile ............................................................................ 87

5.4.3 Pension ages ...................................................................................... 89

5.5 Contributions to occupational schemes ............................................................... 92

5.5.1 Employee contributions ...................................................................... 92

5.5.2 Employer contributions ....................................................................... 92

5.6 Scheme valuations .............................................................................................. 94

5.6.1 Minimum Funding Requirement valuations ......................................... 95

5.6.2 Scheme’s own funding valuations ....................................................... 97

6 Group Personal Pensions and personal pensions ........................................................... 101
6.1 Introduction ..................................................................................................... 101

6.2 Group Personal Pensions ................................................................................... 101

6.2.1 Group Personal Pension providers ..................................................... 101

6.2.2 Group Personal Pension Schemes ..................................................... 103



vContents

6.3 Employer contributions to employees’ personal pension plans ........................... 106

6.3.1 Personal Pension contributors ........................................................... 106

7 Occupational pensions schemes – administration ......................................................... 111
7.1 Introduction ..................................................................................................... 111

7.2 Administrative characteristics ............................................................................ 111

7.3 Trustees ........................................................................................................... 113

7.3.1 Trustee arrangements....................................................................... 115

7.3.2 Member nominated trustee requirements ......................................... 119

8 Pension rights upon divorce, survivor benefits and retirement ages .............................. 121
8.1 Introduction ..................................................................................................... 121

8.2 Pension rights upon divorce .............................................................................. 121

8.2.1 Earmarking orders ............................................................................ 122

8.2.2 Pension sharing orders ...................................................................... 123

8.3 Benefits for Legal Spouses and Partners ............................................................ 124

8.4 Retirement ages and early retirement ................................................................ 127

9 Conclusions ................................................................................................................. 131
9.1 Trends .............................................................................................................. 131

9.2 Stakeholder pensions ........................................................................................ 132

9.3 Occupational Pensions ...................................................................................... 132

Appendix A Technical report on sampling, fieldwork and weighting .................................. 133

Appendix B Re-run of tables from main report excluding smaller
companies or outlying cases .......................................................................... 143

References ......................................................................................................................... 147

Other research reports available ......................................................................................... 149

List of tables
Table 2.1 Size of private-sector organisations in Great Britain, 1996, 1998,

2000 and 2003 ............................................................................................... 12

Table 2.2 Industrial sector (SIC 1992) of private-sector organisations, 1996, 1998,
2000 and 2003 ............................................................................................... 12

Table 2.3 Employee profile and number of years in operation: private-sector
organisations 1998, 2000 and 2003................................................................. 13

Table 2.4 Characteristics of private-sector organisations in 2003 by size of organisation ... 15

Table 2.5 Percentage of employees in private-sector organisations by size of
organisation, 1996, 1998, 2000 and 2003 ....................................................... 16

Table 2.6 Percentage of employees in private-sector organisations by industrial
sector (SIC 1992), 1996, 1998, 2000 and 2003 ................................................ 17

Table 2.7 Percentage of employees in private-sector organisations by the employee
profile and number of years in operation of organisation, 1998,
2000 and 2003 ............................................................................................... 17

Table 2.8 Incidence of pension provision in 2003 by size of organisation .......................... 20



vi Contents

Table 2.9 Occupational pension scheme provision in 2003 by size of organisation ............ 22

Table 2.10 Characteristics of pension providers and non-providers in 2003 ........................ 23

Table 2.11 Organisations providing pensions in 2003 ........................................................ 26

Table 2.12 Multiple pension provision among providers by size of organisation .................. 27

Table 2.13 Main type of pension provision among providers by size of organisation ........... 29

Table 2.14 Incidence of pension provision among employees in private-sector
organisations by size of organisation, 2003 ...................................................... 30

Table 2.15 Type of pension provision among employees by size of providing
organisation .................................................................................................... 32

Table 2.16 Overall incidence of different pension arrangements ........................................ 33

Table 2.17 Main reason for non-provision of pensions by size of organisation .................... 34

Table 2.18 All reasons for non-provision of pensions by size of organisation ...................... 35

Table 3.1 Stakeholder pension access by size of the organisation ..................................... 39

Table 3.2 Employees with stakeholder pension access by size of the organisation ............ 42

Table 3.3 Active members receiving employer contributions to stakeholder pensions
by size of the organisation ............................................................................... 44

Table 3.4 Stakeholder pension schemes access or contribution, by size of the
organisation .................................................................................................... 45

Table 3.5 Employer contributions to stakeholder pension schemes by size of the
organisation .................................................................................................... 46

Table 3.6 Other forms of provision before the stakeholder pension scheme ..................... 47

Table 4.1 Trends in overall pension incidence .................................................................. 51

Table 4.2 Pension provision by size of organisation, 1996, 1998, 2000 and 2003 ............. 53

Table 4.3 Proportion of employees working for private-sector employers by type of
provision, in 1996, 1998, 2000 and 2003......................................................... 56

Table 4.4 Active members as a percentage of the private-sector workforce by size of
organisation, 1996, 1998, 2000 and 2003 ....................................................... 58

Table 4.5 ‘To your knowledge, has this organisation seriously considered introducing
some form of pension provision for its employees?’ .......................................... 59

Table 4.6 Recent changes to pension provision among current providers
(from 2000 onwards) by size of organisation .................................................... 61

Table 4.7 Recent changes to pension provision among current providers
(from 1998 onwards) by age of organisation .................................................... 62

Table 4.8 Changes to occupational schemes among current providers ............................. 63

Table 4.9 Anticipated changes to pension provision by size of organisation ...................... 64

Table 4.10 Anticipated changes to pension provision by current type of provision .............. 65

Table 4.11 Anticipated changes to pension provision over next two years .......................... 66

Table 4.12 Pension provision by number of employees ...................................................... 68

Table 4.13 Pension provision by number of part-time employees ....................................... 68

Table 5.1 Occupational pension arrangements by size of organisation ............................. 70

Table 5.2 Size of occupational pension schemes .............................................................. 72

Table 5.3 Relationship between size of scheme and size of organisation .......................... 72

Table 5.4 Year of scheme closure or freezing .................................................................. 73

Table 5.5 Reasons for scheme closure to new members by type of scheme
(within last four years) ..................................................................................... 74



vii

Table 5.6 Types of occupational pension schemes ........................................................... 75

Table 5.7 Percentage of active members by type and status of occupational scheme ....... 76

Table 5.8 Size of occupational pension schemes by type of scheme ................................. 76

Table 5.9 Year that occupational scheme was set up by type of scheme .......................... 78

Table 5.10 Year that occupational scheme was set up by size of scheme ........................... 79

Table 5.11 Industrial sector (SIC 1992) of occupational schemes by type of scheme ........... 79

Table 5.12 Industrial sector (SIC 1992) of occupational schemes by size of scheme ............ 81

Table 5.13 Reasons for closure of salary-related and money-purchase schemes .................. 82

Table 5.14 Organisations opening and closing pension schemes, by type of scheme
(last four years) ................................................................................................ 83

Table 5.15 S2P status of occupational schemes by type of scheme .................................... 84

Table 5.16 SERPS/S2P status of occupational schemes by size of scheme ........................... 84

Table 5.17 Employees allowed to join occupational scheme by type of scheme .................. 86

Table 5.18 Employees allowed to join occupational scheme by size of scheme ................... 87

Table 5.19 Membership profile of occupational schemes by type of scheme ...................... 88

Table 5.20 Membership profile of occupational schemes by size of scheme ....................... 89

Table 5.21 Normal pension ages of occupational schemes by type of scheme .................... 90

Table 5.22 Normal pension ages of occupational schemes by size of scheme ..................... 91

Table 5.23 Employee contribution basis of occupational schemes by type of scheme ......... 92

Table 5.24 Employer contributions to occupational schemes by type of scheme
(schemes with 10 or more active members) ...................................................... 93

Table 5.25 Employer contributions to occupational schemes by size of scheme
(schemes with 10 or more active members) ...................................................... 94

Table 5.26 Minimum Funding Requirement valuation by type of scheme (respondents) ...... 95

Table 5.27 Minimum Funding Requirement valuation by size of scheme ............................ 95

Table 5.28 Date of Minimum Funding Requirement valuation by type of scheme ............... 96

Table 5.29 MFR value of scheme’s assets as a percentage of liabilities
by type of scheme ........................................................................................... 96

Table 5.30 MFR value of scheme’s assets as a percentage of liabilities
by size of scheme ............................................................................................ 97

Table 5.31 Scheme’s own ongoing funding valuation outcome by type of scheme ............. 98

Table 5.32 Scheme’s own ongoing funding valuation outcome by size of scheme .............. 98

Table 5.33 Action taken because of surplus by type of scheme .......................................... 99

Table 5.34 Action taken because of surplus by size of scheme ........................................... 99

Table 6.1 GPP arrangements by size of organisation ...................................................... 102

Table 6.2 Proportion of members of GPP who are contracted out of S2P by size of
organisation .................................................................................................. 103

Table 6.3 Year that GPP plan was set up by size of organisation .................................... 104

Table 6.4 Level of contribution of employer to GPPs by size of organisation ................... 105

Table 6.5 Arrangements for contributing to employees’ personal pension plans by size
of organisation .............................................................................................. 107

Table 6.6 Proportion of employees with a personal pension plan that employer
contributes to who are contracted out of S2P by size of organisation ............. 108

Table 6.7 Year that employer first started contributing to employees’ personal pension
plans by size of organisation .......................................................................... 108

Contents



viii

Table 6.8 Level of contribution of employer to employees’ personal pension plans by
size of organisation ....................................................................................... 109

Table 7.1 Administrative characteristics of occupational schemes by type of scheme ...... 112

Table 7.2 Increases of Pensions in Payment (tax-approved schemes) .............................. 112

Table 7.3 Administrative characteristics of occupational schemes by size of scheme ....... 113

Table 7.4 Trustee arrangements for occupational schemes ............................................ 115

Table 7.5 Trustee arrangements for occupational schemes by type of scheme................ 116

Table 7.6 Trustee arrangements for occupational schemes by size of scheme................. 117

Table 7.7 Number and type of trustees by type of occupational scheme ........................ 118

Table 7.8 Number and type of trustees by size of occupational scheme ......................... 118

Table 7.9 Whether any action has been taken to meet the member-nominated trustee
requirements by type of scheme .................................................................... 119

Table 7.10 Why no action has been taken to meet the member-nominated trustee
requirements by trustee arrangements – schemes not meeting the
trustee-nomination requirement .................................................................... 120

Table 8.1 Earmarking orders received, by type of scheme .............................................. 122

Table 8.2 Earmarking orders received, by size of scheme ............................................... 122

Table 8.3 Asked to implement attachment orders, by type of scheme ............................ 123

Table 8.4 Asked to implement attachment orders, by size of scheme ............................. 123

Table 8.5 Pension sharing orders received, by type of scheme........................................ 124

Table 8.6 Pension sharing orders received, by size of scheme......................................... 124

Table 8.7 Non-compulsory survivor benefits provided by contracted-out occupational
pension schemes, by type of scheme.............................................................. 125

Table 8.8 Non-compulsory survivor benefits provided by contracted-out occupational
pension schemes, by type of scheme.............................................................. 125

Table 8.9 Survivor benefits provided by contracted-in occupational pension schemes,
by type of scheme ......................................................................................... 126

Table 8.10 Survivor benefits provided by contracted-in occupational pension scheme,
by size of scheme .......................................................................................... 126

Table 8.11 Retirement conditions of schemes with the same retirement age
for men and women, by type of scheme ........................................................ 127

Table 8.12 Retirement conditions of schemes with the same retirement

age for men and women, by size of scheme .................................................. 129

Table A.1 Pre- and post-trace sample by size band......................................................... 137

Table A.2 Screened sample by size band........................................................................ 138

Table A.3 Response rate for main stage sample ............................................................. 139

Table A.4 Main stage response rates by size band.......................................................... 140

Table B.1 SERPS status of occupational schemes by type of scheme ............................... 143

Table B.2 Membership profile of occupational schemes by type of scheme .................... 144

Table B.3 Normal pension ages of occupational schemes by type of scheme .................. 144

Table B.4 Normal pension ages of occupational schemes by size of scheme ................... 145

Table B.5 Trustee arrangements for occupational schemes by type of scheme................ 146

List of figures
Figure 7.1 The position of trustees ................................................................................. 114

Contents


