
The Auto Enrolment ‘Market’
In 2012 The government introduced Auto enrolment schemes to help pensions reach more people. This new 
type of scheme is very different to what went before and, broadly, in 2021 seems to be working very well.

Until 2012 employees decided whether they wanted to join their employer’s pension scheme or not. Since 
then, every employee is automatically put into their pension and has to make an active decision to opt out.

Automatic enrolment was introduced in stages since 2012 with big businesses going first and then progres-
sively smaller employers were ‘staged’. Who has to be enrolled is down to age and earnings. For most employ-
ees though, it is a given that they will be enrolled.
The downside for employers has always been that employee benefits that were voluntarily given were a perk 
of the job. They formed part of the reason why an employee came to work for you and why they stayed for 
longer. It was a competitive advantage.

The total minimum contribution is currently set at 8% of your earnings, being 5% gross from the employee, and 
3% gross from your company. This started out, way back in 2012 as 1% and 1%. At these contribution rates 
Auto Enrolment was seen as an inconvenient compliance job for many employers, and in our experience hasn’t 
really been revisited since.

The schemes themselves are also subject to restrictions on how they work and the percep¬tion of how valu-
able they are to employees is not always that great. One such restriction, limits the level of charges that can 
be levied within the scheme itself and certainly when contributions were lower, the attention given to the 
schemes was scant. Across the many companies we have spoke to the pension is perceived to have little ‘value’ 
to the employer because, simply put, everyone offers the same.

With that in mind, the entire market was largely deserted by financial advisers, except for very large schemes. 
So, a legacy of poorer quality schemes now exists without any of the modern software, funds and providers 
that are available today.

That being said, the amount of money flowing into these schemes is now significant but the advice market has 
not yet caught up with the pent-up demand for properly structured schemes. Such schemes work to properly 
leverage contributions in a way that works for employee and employer alike.
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