
Thinking is changing fast about
how to get employees engaged,
and we are finding that workplace
savings are moving in the same
direction as benefits. Today, many
companies offer employees
flexibility on which benefits  to
utilise based on their personal
circumstances, allowing them to
choose between life assurance,
medical care and many other
options. Now this is happening,
employers are keen to offer
various saving schemes such as
ISAs, share schemes, pensions
and other long term incentive
plans, also on a flexible basis.

What organisations are starting
to see is that on the savings side,
just offering pensions is not hitting
the mark. For example, many
workers in their 20s have a high
level of student debt and are keen
to save to buy a car or to save
towards a deposit for a house.
Therefore, pensions are not
necessarily attractive to them. 

One way of offering more
flexibility can be by splitting up
savings options into the short term
(up to five years), the medium
term (five to 15 years) and longer
term (15 years plus).

For example, a 25 year old
employee who would otherwise
get a 5% pension contribution,
with a matching option may prefer
to prioritise accessing cash and
focus on short term savings
vehicles such as save-as-you-earn
(SAYE) schemes that you pay into
for three or five years. As a SAYE
scheme is a cash investment with
the potential to buy shares in the
future – with the benefit of
hindsight they have potential
upside and no real downside risk.
As priorities change through life
then those at a different life stage
may want to spread contributions
between the short and medium
term so they can have access to
cash but also can save. An older
employee may prefer to prioritise
pensions and other benefits; that
is the whole idea. ISAs – whether
cash or stock market can be

attractive especially with an
annual limit of £10,200 which is
tax free. 

But key to the whole process of
offering savings options is
financial education. Of course, the
decisions an employee makes this
year may not be appropriate next
year as life or financial
circumstances change but, again,
education is key to understanding
how this process evolves.

Another attractive feature of
flexible savings is the ability to
make in-specie transfers from one
to another, rather than cashing in
one investment in order to buy
another. This allows the mitigation
of capital gains tax which benefits
the employee but also the
employer as they can drive more
value for their employees by
utilising the benefits of the current
tax system but at no cost to
themselves.

Education is also vital around
diversification. Recently, we have
seen several occurrences where
employees held a large quantity of
stock in their company which lost
significant value overnight due to
market pressures. Share schemes
are important as they align
performance of the business with
individual rewards, but employees
should take care not to hold all
their eggs in one basket.
Therefore, employees should be
incentivised to diversify to
safeguard their savings and
minimise their investment risk.

Saving in the workplace is no longer just about
pensions, says Jonathan Watts-Lay, Director,
WEALTH at work

Expert view

Keeping life flexible

Jonathan Watts-Lay
Director of 

WEALTH at work

June 2010 / PensionsInsight
www.pensions-insight.co.uk

49

From one pensions minister to another…

On the vested
interests:
“We are going to
make sure that
consumers get a
better deal. For

example, I do not believe that
the [annuity] market is
competitive enough. There needs
to be much more effective
shopping around – it would help
to redress the balance between
the providers and the consumer.”

On higher rate relief:
“Changing pensions tax relief
isn’t part of the coalition deal.
Obviously tax matters are dealt
with by the chancellor and he will

form a view in this budget and in
future budgets.”

On public sector pensions:
“We will set up a commission to
look at this issue in the round so
we come up with a system that is
fair to those that work in the
public sector, some of whom are
on pretty low wages and retire on
pretty modest pensions, and fair
to the taxpayers.”

On flexibility:
“It is your money and provided
that you are then not coming
back on the state it should be
down to you what you do with
it.”

Former Labour pensions minister Malcolm Wicks also addressed a
letter to Steve Webb, which was heard on BBC Radio 4's Moneybox
on 22 May.

“Dear minister of
pensions (Steve),
Opposition is easy.
Government is tough
– very tough. A small
idea might cost

£100m, a really good one £1bn or
more. You’ve told us time and
time again where we went wrong
and argued for numerous reforms.
Well, now it’s your chance.

Your departmental officials are
already briefing you, your red
boxes are brimming over. They’re
designed, by the way, by civil
servants to spoil weekends.

You certainly won’t be short of
advice; among the more polite
will be the pensions industry, but
remember that they have deep
vested interests and cream off
too much from people’s pensions.

Not always so polite is the so-
called pensions movement, who
in effect represent only a small
militant minority and not the
poorest. So develop a thick skin
quickly. Visiting the South West
when I was minister, I was met by
local pensioners acting out a full
funeral procession. Their welcoming
placards read, ‘We come to bury
Wicks, not to praise him’.

But Steve, do listen for what I
call the silent voices. Those who
are not organised, not least the

large number of very elderly
people in Britain, often the poorest.
Now any minister out to make an
impact has to pick priorities so
here are my top three.

First, state pensions. When
minister, I shared your instinct
against means testing but I had
to grapple with the realities. This
is hardly the economic moment
for the Treasury to give you the
billions you need to move towards
more generous basic pensions,
although re-indexing with
earnings is a must. So please,
pursue measures to increase the
take-up of pension credit.

Second, we must improve the
coverage of occupational pensions
through auto-enrolment and by
ensuring everyone in work gets
matched contributions.

Third, let’s finally throw into
the dustbin of social history the
silly notion of standard
retirement ages. People after all
are different, and should be able
to make their own decisions about
when to work and when to retire.

So Steve, best of luck. And by
the way, don’t leak this letter to
the press.

Best wishes,

Malcolm”

Here are highlights of Webb’s response, given on Moneybox:
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