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Pensions (Extension of Automatic Enrolment) Bill

We are pleased to see the Pensions (Extension of Automatic Enrolment) Bill reach the second stage of the Northern
Ireland Assembly. The ABI has consistently supported the measures outlined in the Bill, including by engaging with
UK Parliamentarians during the passage of the Pensions (Extension of Automatic Enrolment) Act 2023 at
Westminster, and we look forward to working with the Executive and Assembly to build on the success of
Automatic enrolment.

Automatic enrolment has been successful in increasing the number of people contributing to a pension, bringing
a further 10 million people into pension saving. However, we know that people are not saving enough for their
retirement, and there are particular groups in society who are significantly under saving.

88% of eligible employees participated in a workplace pension in 2020, up from 55% in 2012. The ABI is firmly in
favour of reducing the lower age limit to 18 and removing the lower earnings limit, measures which are
recommended in our policy paper on the next decade of Automatic Enrolment. This Bill would introduce a power
to make regulations to implement these two methods of expansion, through which a further £2.6bn could be
saved across the UK. Getting younger people saving would also recognise the importance of starting a savings
habit early given the powerful impact early-career contributions can have on the size of retirement savings.
Furthermore, saving from the first pound earned would be simpler and help low-income workers to save more.

There has been industry consensus around expanding the altering the age and earnings limits for some time and
this Bill is a perfect opportunity to take action. We were pleased to see the UK Government support the passage
of these measures in the UK Parliament, and we welcome their commitment to consultation on implementation.

We would also welcome an increase in the minimum contribution rates to address savings inadequacies when
people reach retirement. Any changes to automatic enrolment must be carefully considered and phased in, in
order to avoid detrimental impacts on savers and mass opt outs. The UK Government has so far committed to
implementing the recommendations of the 2017 Automatic Enrolment Review but a timetable outlining the
changes would be welcomed by industry. Separately, the ABI has continued to work with our members and the
Pensions and Lifetime Savings Association to make progress towards a solution on the issue of small pots.

Earlier this month, we launched Our Industry Manifesto, An Agenda for Government, where we called for the next
UK government to expand and build on the success of auto-enrolment, extending the scheme to include 18-year-
olds, basing contributions on a worker’s full salary, and increasing employer contributions to 5%, with a further

increase for employer and employee contributions to 6% by the end of the next Westminster parliament.

For more information, please contact publicaffairsteam@abi.org.uk
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Gender and ethnicity pensions gaps

These changes to automatic enrolment would also help to reduce the gender pensions gap. The average pension
pot for a woman aged 65 is one fifth of that of a 65-year-old man’s. Women receive £29,000 less state pension
than men over 20 years. This deficit is set to continue unless there is further intervention, with all else being equal,
the gap would only have closed by 3% by 2060. Consideration also needs to be given to the ethnicity gap, with
latest ONS data showing a stark contrast between the private pension wealth of White British savers and savers
from ethnic minorities.

Self-employed pensions

Workplace pension policies are inherently based on the employer link, and whilst automatic enrolment has
increased workplace pension saving, the same cannot be said for atypical workers. For example, the number of
people moving out of the traditional workplace and becoming self-employed has increased year on year. Before
Covid-19, when the most recent research on self-employed pension engagement took place, the self-employed
accounted for 15% of the UK’s workforce and only 16% of them saved into a private pension in 2018, in
comparison to 48% in 1998. Clear policy on how to encourage self-employed workers to save needs to be
developed and implemented.

Previously, there was a proposal to increase the National Insurance Contributions (NICs) for self-employed people
(currently at 9% in comparison to the 12% for employed people). The ABI believes that self-employed people
should be required to pay such NICs or divert these to a private pension to which they also contribute. We agree
with the House of Commons’ Work and Pensions Committee’s report into Saving for Later Life, which recommends
that HMT and DWP should jointly trial ways to default self-employed people into pension saving. Making Tax
Digital provides an excellent opportunity to do this.

The Association of British Insurers

The ABI is the voice of the UK’s world-leading insurance and long-term savings industry, which is the largest sector
in Europe and the third largest in the world. We represent more than 300 firms within our membership, including
most household names and specialist providers, providing peace of mind to customers across the UK.

We are a purpose-led organisation: Together, driving change to protect and build a thriving society. On behalf
of our members, we work closely with the UK’s governments, HM Treasury, regulators, consumer organisations
and NGOs, to help ensure that our industry is trusted by customers, is invested in people and planet, and can
drive growth and innovation through an effective market.

A productive and inclusive sector, our industry supports towns and cities across Britain in building a balanced
and innovative economy, employing over 300,000 individuals in high-skilled, lifelong careers, two-thirds of
whom are outside of London. Our members manage investments of £1.5 trillion, pay over £17.2 billion in taxes
to the Government and support communities and businesses across the UK.
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