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Executive summary

DB pension issues have seldom been away from the headlines over the last 
12 months. A number of high-profile pension scheme failures have led to much 
greater governmental scrutiny of the pensions sector. 

In March 2018, the Department for Work and Pensions 
(DWP) issued a White Paper entitled ‘Protecting Defined 
Benefit Pension Schemes’. This seeks to enhance the 
role of the Pensions Regulator (TPR) to grant it power 
to levy punitive fines against those who ‘deliberately put 
their pension scheme at risk’; and to enhance its role in 
determining what are ‘prudent’ funding assumptions and 
‘appropriate’ recovery periods.

Alongside this move to strengthen the powers of TPR, 
the government is considering steps to encourage 
consolidation amongst DB schemes, via ‘commercial 
consolidators’. The aim would be to create a small number 
of large-pooled DB funds.

In addition, the introduction of pension freedom and 
choice in 2014 created more uncertainty for DB schemes, 
especially after it was announced that holders of DB 
pensions would be able to transfer their entitlements 
into DC. 2017 saw record levels of transfer activity and 
prompted concern on whether members are making 
informed choices.

Against this backdrop we sought the views of pension 
scheme decision makers. What are the main issues on their 
agenda and how do they feel about these developments?

Figure 1: Participant profile

Pension manager

53 Pension manager

Pension scheme trustee 49
(member nominated)

(company nominated)
Pension scheme trustee 31

Independent trustee  12

Other      2

12   Other corporate
pension role

Trustee

94

65

About the survey

The survey was conducted between March and May 2018 and includes 159 responses, including 94 trustees 
(49 member nominated, 31 company nominated and 14 independent trustees and other), 53 pension managers and 12 
other corporate representatives. The typical (median) scheme has around £800 million in assets 
and 6,000 members.
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Key findings include:

Priorities

�� De-risking and journey planning are the foremost 
priorities for DB schemes, for both pension managers and 
trustees. Schemes are moving to formalise the long-term 
objectives for the scheme and are increasingly focusing 
on the path of funding and de-risking assets to achieve 
this.

�� Trustees highlight the importance of sponsor covenant 
and de-risking, whereas pension managers have a 
narrower focus on funding and transfer activity. 

�� While TPR may be getting tougher, dealing with the 
watchdog was low on the list of trustees’ priorities, either 
due to a perception that it will have little impact on their 
scheme or, indeed, that changes will be positive. Pension 
managers, on the other hand, were more concerned 
about TPR.

Transfers

�� Over half of respondents report that pension transfers 
will fundamentally alter the management of DB pensions 
and almost  two thirds expect transfers to improve 
their scheme’s funding level in the future. Whilst the 
large majority (80%) of trustees thought it was in most 
members’ interests to stay in a DB scheme, pension 
managers were more equivocal with just over half 
agreeing. 

�� Scheme decision-makers are unsure whether members 
are making transfer-related decisions on informed 
grounds, and are wary about the role they should play 
when it comes to telling members about their options, 
although most are reviewing their communications in  
this area. 

Funding

�� Almost half of trustees (43%) view the current regulatory 
regime for DB scheme funding as too lenient or too 
vague (45%). And TPR is not seen as influential by the 
majority of trustees, with only one-in-five reporting that 
communications from TPR have influenced funding 
agreements in their scheme.

�� The majority of survey respondents welcomed the 
government White Paper’s plans to better arm the 
Regulator. Yet, there are doubts about TPR’s ability to 
use them effectively. More than half (52%) of pension 
managers are worried the enhanced the role of TPR, 
in determining what are ‘prudent’ funding assumptions 
and ‘appropriate’ recovery plans, will be too prescriptive. 
Trustees are more relaxed, and few expect the changes 
to meaningfully impact their scheme.

�� Trustees favour a strict approach towards dividends, 
with 74% saying they should not be paid if the scheme 
is seriously underfunded and 46% that dividends should 
not even exceed deficit recovery contributions. However, 
trustees recognise that cutting or stopping dividends 
would seriously damage confidence in the company 
(58%). Hence, for many trustees, their opposition to 
dividend payments in principle is met by concerns that 
doing so would damage the sponsor covenant in practice. 

Consolidation and outsourcing

�� Many respondents felt the DB scheme consolidation 
proposals would significantly improve the efficiency 
of pension schemes in the UK, with around half of 
respondents agreeing they would. And 38% of trustees 
and 23% of pension managers thought there would 
be a very strong appetite for consolidation vehicles 
amongst sponsors. Yet, few thought trustees would 
feel comfortable judging whether it is in their members’ 
interests to do so.

�� Most schemes expect outsourcing to continue to be 
a major trend in the management of DB schemes over 
the next five years. 73% of trustees and 61% of pension 
managers expect schemes to outsource more of their 
administration or secretarial functions and 55% of 
trustees and 48% of pension managers expect to see 
a major trend towards schemes delegating investment 
decisions to a fiduciary manager.
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The key issues facing DB

As schemes have become more mature, they are increasingly focused on the end 
game. Asked to identify their top three priorities from a list of ten, two-thirds of 
respondents reported long-term journey planning as a key issue for their scheme 
(Figure 2).

Most journey plans would be imperilled by a rapid 
deterioration in the employer’s ability to support the 
scheme, and sponsor covenant came second on trustees’ 
list of concerns. By contrast, pension managers were more 
concerned with negotiations over how funding deficits 
should be measured and paid off.  

Only 5% of trustees listed dealing with TPR amongst their 
top three issues. Pension managers were five times as 

likely to do so; in part, reflecting the narrower range of their 
responsibilities, as well as concern about what the regulator 
might demand. TPR has recently increased the number 
of large schemes it engages with proactively ahead of a 
valuation and in May 2018, it announced that it will also be 
focusing further on smaller schemes. A 40% increase in 
TPR headcount over the next three years points to more 
schemes having to talk to TPR in detail in the future.

Figure 2: The most important issues impacting pension schemes over the next three years

Trustee Pension manager

Long-term journey planning 63% 68%

Sponsor covenant 44% 28%

Buy-in/Buy-out 36% 26%

Negotiating a funding agreement 34% 45%

High level of transfer activity 24% 32%

Short-term volatility 23% 20%

Quality of your scheme data 21% 18%

Member options 18% 20%

Trustee fiduciary duties 16% 9%

Dealing with TPR 5% 25%
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Long-term journey plans

Long-term journey plans are not directly required by  
statute, but the government’s White Paper suggests that 
they should play a bigger role, with statutory funding  
targets both informed by them and serving as staging  
posts towards them. Only 14% of respondents said that 
a long-term journey plan that documents the scheme’s 
ultimate goals was neither in place nor under development, 
down from 31% in 2013.   

Increasingly, these targets are either to buy out the scheme 
with an insurer or to achieve and maintain a 100% funding 
level on something like a buy-out basis within the scheme 
(up from 11% in 2013 to 37% in 2018).1 (Figure 3)

A third  of respondents said they were aiming to transfer 
all liabilities to an insurer so that the scheme could be 
wound up long before all benefits have been paid out. The 
remainder planned to run-off the scheme over time, but 
with various levels of security: 5% said they were seeking 
to achieve a buy-out-like level of funding within the scheme 
(which might eventually allow some of the assets providing 
security to be returned to the sponsor if they are not 
needed); 32% were aiming for a lower level of security, but 
one which still involved minimal reliance on the sponsor; 
and 27% envisaged managing investment risk over the 
longer term (with the sponsor stepping in to provide further 
support if necessary). A further 3% said their plan did not 
fall into any of these categories.

Figure 3: Views on the long-term strategy or target for the DB scheme 

1. Source: 2013 UK Pension Strategy Survey.  We assume schemes targeting gilts or swaps plus a margin in 2013 are comparable to minimal reliance on sponsor 
and funded on a technical provisions basis is comparable to managing ongoing investment risk.

11%

32% 5%

55%
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30%
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Buy-out Minimal reliance on sponsorBuy-out Managing ongoing investment risk Other

Some schemes may be closer to achieving buy-out 
than they think. A solvency estimate provided by the 
scheme actuary at the last valuation may predate recent 
improvements in pricing (relative to gilts, the cost of 
pensioner buy-ins has recently been at its most attractive 
level for around a decade), and member options – transfers, 
pension increase exchanges and winding-up lump sums 
for individuals with smaller pensions – can help bridge the 
gap between the scheme’s assets and the buy-out cost. 
Schemes which do not need to transact until the price is 
right can take advantage of provider appetite; for example, 
when an insurer sources high-yielding assets for a deal 

that it fails to win, these can quickly be redeployed at an 
attractive price for a scheme that is ready to act quickly.  

Pension managers are more likely to say that they are 
targeting the middle-of-the-road approach of running the 
scheme off with minimal reliance on the sponsor (55%, 
compared with 16% of trustees). Trustees are more likely 
to favour either the complete security of a buy-out funding 
level or the retention of some investment risk; sponsors 
might object to the first approach on cost grounds and the 
second on risk grounds. 

Target

Funding
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De-risking your way to the target: is the  
price right?

As schemes try to move towards these long-term targets, 
one of the big judgement calls to make will be whether 
to lock into prevailing interest rates or hope that it will 
be possible to secure benefits in the future.  We asked 
three questions to test broad attitudes to this (Figure 4). 
Predictably, respondents expressed a lot of uncertainty. 
Where they felt able to offer a view, more believed that 
things wouldn’t change much, but a significant minority 
expect meaningful yield reversion.  

�� Respondents were twice as likely to agree as to disagree 
that interest rates are likely to remain low for a long time 
(47% versus 25%).  

Another big unknown is how long members will live, and 
therefore how long benefits will be paid out for.  Until 
recently, it seemed that, when it came to life expectancy 
assumptions, the only way was up. At each valuation, most 
schemes were revising upwards their estimates of how 
long members would live. More recently, expected mortality 
improvements have failed to materialise, with mortality rates 

�� Half felt unable to express an opinion as to whether 
de-risking would be cheaper in the future, but slightly 
more respondents were pessimistic than optimistic 
(27% versus 23%).   

�� One third felt that buying gilts at today’s prices would be 
an expensive mistake, while one quarter disagreed. Again, 
it was more common for respondents not to express an 
opinion. 

More respondents said that buying gilts at today’s prices 
would be a mistake than said they expect de-risking to be 
cheaper in future.  One reason for this apparent discrepancy 
might be that other low risk assets are cheaper relative to 
gilts than they once were – bulk annuities backing pensioner 
liabilities have recently been available at the lowest price 
relative to gilts seen in a decade. 

in 2017 only fractionally better than those that prevailed 
in 2011. This weaker starting point has caused mortality 
projection models to churn out lower life expectancies. 
Most respondents expected the recent slowdown in 
mortality improvements to be more than just a blip, with 
78% agreeing that improvements in life expectancy will be 
much slower than before.  

Figure 4: Views on the cost of running a DB scheme

78%
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50%
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Many schemes now completely closed, with 
more to follow 

More than half of schemes in the sample are now 
completely closed to future accrual of benefits (Figure 5). 
In recent years, ultra-low interest rates have increased the 
cost of new DB pension promises, whilst the new State 
Pension design spelt the end of National Insurance rebates.  
This can increase the disparity between the amount 
spent on longer serving members of staff still accruing 

DB pensions and employer contributions paid into their 
colleagues’ DC pots.  Today, closure to future accrual is the 
market norm and within three years this is expected to rise 
to nearly seven in ten schemes.

Almost half of pension managers of schemes that are 
currently closed to new entrants but open to accruals 
expect some change to be made over the next three 
years – generally closure to accrual, but sometimes other 
cost-saving measures.

Figure 5:  The status of DB schemes: now and in three years’ time

7%
Open to new 
entrants

39% 
Closed to new entrants but 
open to future accrual

54%
Closed to future 
accrual

4%
Open to new 
entrants

27%
Closed to new entrants but 
open to future accrual

69%
Closed to future 
accrual

FutureCurrent

Percentage of schemes Percentage of schemes

Plan design

Note: observations were weighted to allow one single response per scheme
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Some interest in Collective DC 

Royal Mail recently announced its intention to introduce  
a Collective Defined Contribution (CDC) plan for its 
workforce, and has asked the government to change the  
law to permit this.  

Under CDC – which exists, in various guises, in Canada, 
Denmark and the Netherlands – the employer’s costs 
are fixed and risks are shared between members. This 
potentially gives smoother outcomes than individual DC 
accounts would but relies on members having confidence 
that they will be treated fairly when benefits are adjusted 
up or down in response to the funding level of the scheme.  

While variants are possible, CDC would be expected to 
present the target benefit as an income for life.  

Unless and until CDC designs are permitted, it will be difficult 
to gauge the level of employer interest: most employers will 
be reluctant to give serious consideration to something that 
is only a theoretical possibility.  Nonetheless, 22% of the 
pension managers responding to the survey did not rule out 
considering a move to CDC if legislation permits, including 
10% who said it was likely/very likely that they would look 
into it.  Respondents therefore suggest that the post-DB 
world will remain dominated by individual DC, but that some 
other employers might join Royal Mail in pursuing a collective 
approach if they were given this option. 

Figure 6: Likelihood of organisations considering a move to a CDC arrangement (if legislation permits)

Trustee Pension manager

18%
10%

17%

12%

65%
78%

Likely, very or extremely likely 

Not at all likely

Somewhat likely 

Likely, very or extremely likely 

Not at all likely

Somewhat likely 
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Pension scheme managers are under no illusions. Nearly 
two-thirds of respondents report a significant increase in 
transfer activity within their scheme. Nearly three in ten say 
their funding levels have already improved as a result (Figure 7), 
with the large majority (63%) expecting transfer activity to 
make their funding positions either better or much better in 
the future. Just over half (51%) of trustees and well over half 
(59%) of pension managers report that pension transfers 

Views are more mixed on the rights and wrongs of 
transfers. Whilst the large majority (80%) of trustees 
thought it was in most members’ interests to stay in a DB 
scheme, pension managers were less sure, with just over 
half agreeing. The Financial Conduct Authority (FCA)  
says that most consumers will be best advised to keep  
DB benefits. 

When members do opt to transfer, scheme decision-makers 
are unsure whether or not they are making it on informed 
grounds. Only one-in-three are confident that members  
are making good decisions. At the same time, only  
one-in-ten actively feel that members are making poor 
decisions, suggesting that many are simply unsure – 

are fundamentally reshaping DB. This conclusion should 
be uncontroversial: if a significant proportion of members 
will seriously consider transferring, this affects everything 
from member communications to investment strategy. The 
eventual cost of discharging liabilities could change and the 
timing of payments out of the scheme would be brought 
forward significantly.  

unsurprisingly when schemes do not see the financial advice 
that individuals receive. 

Half think that members in poor health or without spouses 
are more likely to transfer, with hardly anyone disagreeing. 
Despite this perception that transfers will, to some extent, 
represent selection against schemes, respondents don’t 
think that their scheme’s deal is excessively generous  
and expect the scheme’s funding position to improve.  
This suggests that schemes think losses arising from 
selection will be more than outweighed by savings against 
prudent funding targets (and, more so, the cost of buying 
out benefits) when liabilities are extinguished at a best 
estimate cost. 

Figure 7: How transfer activity affects the funding position of schemes

DB to DC transfers

Pension freedom has confronted DB scheme members with one of the biggest 
financial decisions they will ever face: keep the lifetime income they had been 
expecting or exchange it for a DC pot that they can access as they wish. It is too 
early to say how many people will ultimately transfer – many will have chosen to 
keep their options open until they are closer to retirement – but transfer activity 
has surged.

1% 6%

57%

36%

1%0%

0% 0%

29%

69%

Much better

Better

About the same

Worse

Much worse

Today Future

How has transfer activity impacted the
funding position of your scheme?

How do you expect it to a�ect your scheme
in the long-term?

Note: ‘Don’t know’ responses are excluded
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One-in-ten schemes are also planning a (bulk) transfer 
exercise (in most cases employers will pay for advice). This 
might further add to the recent surge in transfer activity.  
But other factors will pull things in different directions: 

�� Transfers values themselves could rise or fall

�� The FCA has changed its rules around the advice 
process of DB-DC transfers. Members will have to see 
a transfer value comparison that presents the cash 
equivalent transfer value (CETV) alongside the cost of 
securing the same benefits as an annuity, on prescribed 
assumptions.  Some may see this as a loss of value and 
be put off; others may not think this is the most relevant 
comparison, especially if they want to do other things 
with the money besides using it to provide a stable 
income in retirement (bequest motives, and so on).

How are schemes presenting options to 
members?
Most schemes report either that they have reviewed how 
they communicate members’ options at retirement or that 
they plan to do so (Figure 8). Only 15% have put CETVs on 
benefit statements to date, but a further 46% are planning 

or considering this. Whilst two in three respondents agree 
that members should have access to their transfer value (and 
retirement quotation) online, only one-in-five schemes have 
put this in place so far or plan to do so.

Given the magnitude of the decision, and its irreversibility 
following transfer or retirement within the scheme, there is 
a strong case for schemes being more active in how they 
communicate with members.  Despite the high profile of 
transfers, only 59% agreed that most members reaching 
retirement are aware of their options, with 20% disagreeing. 

75% worried that not providing options could provoke 
complaints from members who were not fully informed until it 
was too late (“You mean I could have had £600,000 instead 
of £20,000 a year? Why didn’t you tell me?”). However, 44% 
feared that providing guidance could be seen as encouraging 
members to transfer. One-in-three worried about both of 
these things at the same time. 

These dual concerns, of not being seen to encourage 
transfer but adequately informing members, will need to 
be addressed, as, for many schemes, the demographics of 
their membership mean a large number of members will be 
approaching retirement soon. 

Figure 8: Steps schemes are taking to help members considering transferring out of the scheme

In place Planned Considering Neither planned or considering

Reviewing member communications about 
their options at retirement

Putting transfer values on benefit 
statements

Appointing independent financial 
advisors

Putting transfer values (and retirement 
quotations) online 10%

14%

15%

42%

10%

8%

10%

25%

24%

26%

36%

18%

56%

52%

39%

14%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Since 2014, TPR has had a statutory objective to ‘minimise 
any adverse impact on the sustainable growth of an 
employer’ in its regulation of DB funding. The decision to 
supplement TPR’s existing objectives – to protect members’ 
benefits and to reduce the risk of claims being made on 
the Pension Protection Fund (PPF) – was taken when the 
government was anxious to avoid a double-dip recession 
and when industry had been arguing for TPR to take a more 
employer-friendly line. TPR reacted by revising its Code of 
Practice on funding; amongst other things, it removed the 
statement that trustees should aim for deficits to be paid 
off as quickly as the employer could reasonably afford. 

The regulatory pendulum is now swinging back in the 
direction of member protection, particularly following the 
collapse of the construction and outsourcing firm Carillion, 
which is expected to result in the biggest ever claim on 
the PPF. A joint inquiry by two House of Commons ‘select 
committees concluded that trustees were ‘outgunned in 
negotiations with directors’ intent on paying as little as 
possible into the pension schemes’ and criticised TPR 
for its ‘feeble response’, noting that the Regulator had 
never used its powers to impose funding targets or deficit 
recovery plans.  

The Government’s March 2018 White Paper, Protecting 
Defined Benefit Pension Schemes, seems to accept the 
Regulator’s argument that it has been asked to operate 
with one arm tied behind its back.  The White Paper says 
it can be ‘costly, resource-intensive and time-consuming’ 
for TPR to demonstrate that schemes have not complied 
with legislative requirements for assumptions underpinning 
funding targets to be ‘chosen prudently’ and for recovery 
plans to be ‘appropriate’, owing to a ‘lack of definition’. The 
Regulator will therefore be allowed to clarify what these 
terms mean in a revised Code of Practice with more legal 
bite, shifting the burden of proof onto schemes. Its proposed 
definitions have yet to be unveiled.

Trustees are more critical of the status quo than pension 
managers. 43% of trustees and 23% of pension managers 
said the current regime is too lenient; 29% of trustees and 
51% of pension managers actively disagreed (Figure 9). 
Trustees were more likely to agree that the current system is 
too vague to dispute this, whereas pension managers were 
evenly split.

Figure 9: Views on the current regulatory regime

Scheme funding and the 
Pensions Regulator 

The current regulatory regime for pension scheme 

funding is too vague

The current regulatory regime for pension scheme 

funding is too lenient

Communications TPR have influenced funding 

 agreements for your scheme

Agree Neither Disagree
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21% 31% 48% 40% 26% 34%

29% 29% 23% 26% 51%

26% 30% 34% 32% 34%

Trustee Pension manager
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There was a tentative welcome for the White Paper’s 
proposals for the Regulator to be able to clarify what is 
meant by ‘chosen prudently’ and ‘appropriate’, with 69% 
of all respondents agreeing that this is a positive step 
(Figure 10).  However, this apparent enthusiasm is tempered 
by worries that the new rules will be too prescriptive (52% of 
pension managers fear this; trustees are more relaxed, with 
only 24% expressing concern), whilst only 33% of trustees 
and 27% of pension managers expressed confidence that 
TPR will police funding agreements fairly and effectively.  

Dividends versus deficits

Two criticisms often made are that deficit recovery plans 
are too long and that companies are prioritising payments to 
shareholders over payments to the pension scheme. 

Recovery plans longer than 10 years used to trigger further 
investigation from the Regulator, and nearly two-thirds of 
trustees (64%) say that recovery plans longer than this are 
nearly always inappropriate. Incorporating thresholds such 
as this into the regulatory approach does not necessarily 

Respondents also appeared to believe that a change in 
regulatory approach will affect schemes other than their 
own: only 16% expected it to make a big difference to funding 
settlements for their scheme. This is against a backdrop 
where 71% of trustees and the same proportion of pension 
managers say that negotiations around their scheme’s 
funding plan have not been confrontational.   

produce better outcomes: it can signal to some employers 
that they could get away with less than they would otherwise 
sign up to or deter schemes from negotiating more prudent 
funding targets that increase the recovery plan length. 
However, the PPF has called for the refreshed Code of 
Practice to introduce clear boundaries for recovery plan 
lengths on a ‘comply or explain’ basis. 

Figure 10: Views on an enhanced role for TPR

It is a positive step for TPR
to be able to define what is
‘prudent’ and ‘appropriate’ 

I’m confident that TPR will
police funding agreements

fairly and e�ectively 

69% %% %31

The extended powers of TPR
will help to produce better

outcomes for DB members 

58

This is likely to make a big
di�erence to future funding
settlements for our scheme 

16

Note: percentages indicate ‘Agree’ or ‘Strongly agree’
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Following high profile corporate collapses, attention 
frequently turns to how much was previously paid out 
to shareholders while the scheme remained in deficit. 
With regards to the balance between dividend payments 
and providing additional contributions, 74% of trustees 
said dividends should not be paid if a pension scheme is 
seriously underfunded. 46% go further and say that, in 
general, dividends should not exceed deficit contributions, 
with only 26% disagreeing (Figure 11).

This would represent a big change from the current 
position: TPR reports that, amongst FTSE 350 companies 

paying both dividends and deficit recovery contributions, 
the median ratio sees almost £15 go to shareholders for 
each £1 paid towards clearing the deficit. However, with 
58% of trustees agreeing that cutting or stopping dividends 
would significantly damage confidence in the company, a 
view that, in principle, dividends should not exceed deficit 
contributions may run into concerns about how this would 
affect the sponsor in practice. However, with the weight 
of political opinion seemingly swinging behind a tougher 
approach from TPR, views on what the appropriate balance 
is between deficit payments and dividends may be changing.

Figure 11: Trustees views on recovery plans and dividends

Agree Neither Disagree
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The government decisively rejected the adage that 
‘small is beautiful’ in its White Paper. The paper  
argued that small and medium-sized schemes were less 
likely to meet TPR’s required governance standards and 
that smaller schemes were less likely to benefit from 
economies of scale in investment and administration. 
The government is looking to introduce commercial 
consolidators, with the aim of creating a small number 
of large pooled DB funds. Trustees would have to agree 
that it is in members’ interests to exchange ongoing 
employer support for the level of capital that a commercial 
consolidator would provide.  This would be cheaper than 
buying out benefits with an insurer, but benefits would not 
be as secure. As positioned in the White Paper, this option 
appears to be aimed at schemes in the middle ground 
in terms of benefit security – trustees of the strongest 
schemes would be likely to target buy-out instead, while 
weaker sponsors may be unable to afford the premium that 
commercial consolidators would demand to take pension 
liabilities off their hands.  

How do trustees and pension managers 
perceive these issues?

Many view consolidation as a positive development for the 
efficiency of DB in the UK (Figure 12), with less than a quarter 
disagreeing. The results also suggest that there could be 
a meaningful market for consolidators: 38% of trustees 
and 23% of pension managers believe there would be ‘very 
strong’ appetite among sponsors for consolidation vehicles. 

The big potential stumbling block is the process of deciding 
that consolidation makes sense for a specific scheme. 
Trustees would weigh this up, knowing that there are some 
possible futures in which the decision would clearly be in 
members interests (e.g., the employer provides a large cash 
injection now in order to fund entry into the consolidator and 
then becomes insolvent in a few years’ time) and some in which 
it would not be (e.g., the consolidator itself gets into difficulty 
while the employer remains profitable). Few respondents 
(26% of trustees and 16% of pension managers) believed that 
trustees would be comfortable making this decision. 

Figure 12: Views on consolidation
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We also asked trustees and pension managers on what 
basis consolidation should be permitted (Figure 13).2  
One-in-six trustees and one-in-four pension managers did 
not agree to consolidation, even if fully secured on a buy-out 

‘Soft consolidation’: outsourcing services, while 
keeping the sponsor link

Existing options – e.g., shared administration services, asset 
pooling, fiduciary management and DB master trusts — 
deliver many of the same advantages as DB consolidation, 
but without severing the link to the sponsor. Where schemes 

basis, potentially due to reputational concerns. Around six 
in 10 would favour consolidation, if the consolidator offered 
broadly equivalent benefit security to the current sponsor.

Figure 13: Employers should be able to transfer pension promises
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2. Respondents were asked if employers should be able to transfer pension promises based on 1) broad equivalence and 2) full secured in a buy-out basis. If a 
respondent agreed to both full security and broad equivalence they are included in the broad equivalence category (28% of trustees and 9% of pension managers).

conclude that transferring liabilities to a third party is not the 
right answer for them, they may be prompted to consider 
what else they could do to achieve some of the efficiency 
gains that this might have offered.  The government is looking 
at raising awareness of existing forms of consolidation. 

Shared administration 
services

The most widely used of consolidation options. Takes advantage of firms who specialise in pension 
administration, and can adapt to the constantly changing legislative environment creating economies 
of scale across schemes.

Combining administration, 
actuarial and secretarial 
services

For schemes with limited support staff, avoids duplication of work or falling between the provider 
gaps. Efficiencies gained from these providers working together seamlessly often result in reduced 
governance requirements and/or cost savings.

Fiduciary management

Outsources the day-to-day investment management of a pension scheme to an asset manager. 
Increases the power of the asset pooling option by outsourcing manager selection and governance 
of the asset portfolio to a specialist. Provides small and medium-sized schemes with access to the 
expertise and opportunities normally available only to the largest global asset owners.
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Outsourcing specific functions is a clear current trend 
among pension schemes. The large majority of schemes 
expect this to continue to be a major trend in the 
management of DB schemes over the next five years. 73% 
of trustees and 61% of pension managers expect schemes 

to outsource more of their administration or secretarial 
functions and 55% of trustees and 48% of pension managers 
expect to see a major trend to schemes delegating 
investment decisions to a fiduciary manager.

Figure 14: Likelihood of outsourcing and delegation to emerge as significant trends in the UK in the next five years
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Figure 15: Current and ideal focus for trustees
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Against the backdrop of increased scrutiny of pension 
schemes, a greater regulatory and reporting burden, the 
impact of pension transfers, and a heightened focus on 
integrated risk management, trustees are reporting that their 
role is becoming more complex and more onerous: 

�� I now spend more time on trustee activities (81%)

�� My role as a trustee has become more difficult (69%)

�� Monitoring managers and advisors has become more 
complex (56%)

Possibly as a consequence, half agree it is becoming 
harder to find members to act as trustees (51%). How are 
trustees and schemes looking to change to adapt to these 
challenges? We asked trustees where their scheme’s current 
focus was and where they would ideally like it to be. Their 
answers (Figure 15) indicated that trustees want to take a 

more strategic role, managing the journey plan and monitoring 
the investment strategy. 

In addition, possibly in response to the greater complexity 
members’ face, trustees would like to see a much larger focus 
on member communications and on helping members make 
decisions. The converse of this is that trustees would like to 
spend less time focusing on administration and compliance. 
However, given the enhanced powers of TPR proposed in the 
White Paper and the greater burden on administration in a 
world of greater numbers of DB transfers, the administrative 
and compliance burden is likely to go up, not down. Many 
trustee boards will have to seek to become more effective 
within the current levels of resource, focusing on developing 
more efficient structures and processes, and ensuring the 
best use of resource, time and budgets to achieve a more 
strategic approach in the emerging environment.

The evolving role of trustees

Current focus Ideal focus

1 Monitoring funding position Managing journey plan 1

2 Monitoring investment strategy/ performance Monitoring investment strategy/ performance 2

3 Managing journey plan Monitoring funding position 3

4 Assessing sponsor covenant Member communications/understanding 4

5 Compliance Assessing sponsor covenant 5

6 Administration Helping members make decisions 6

7 Member communications/understanding Administration 7

8 Monitoring of service providers Compliance 8

9 Helping members make decisions Monitoring of service providers 9

Sample: Trustees only
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