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Foreword

The Annual Statement (SMPI1) was a ‘missed opportunity’. This was the
key finding from the consultation on engagement conducted as part of
the 2017 Automatic Enrolment Review2.
Whilst annual pension statements should be an important and helpful
guide on the progress that is being made to save for retirement, the level
of engagement is low – and the reasons were clear.
As we’re now likely to have an average of 11 employers in our working
life, information on our retirement savings is likely to be held by a
number of providers and schemes in different ways. This means that
when members try to make sense of their statements, they’re all very different – different words, a
fair bit of jargon, different numbers in different places and with numbers based on different
assumptions. With little time and with financial information often difficult to understand, these
challenges can be a real disincentive to engage.
The Simpler Annual Statement has been developed over the last 15 months to address these challenges
by creating an example of best practice by including the information that matters most to members
– using simple words and numbers. The Simpler Annual Statement has been developed with the
excellent support from Vincent Franklin and Mark Scantlebury from communication consultants
Quietroom, Karen Mumgaard and Francois Barker from lawyers Eversheds Sutherland and many others
who have made an important contribution. The ultimate aim is to encourage all providers and schemes
to adopt this statement – to provide much needed consistency for members.
To assess its effectiveness, Ignition House has conducted user testing. The testing included both
qualitative and quantitative analysis – involving the help of around 1,000 members.
The results speak for themselves. Overwhelming feedback is that the Simpler Annual Statement is
clear and much easier to understand than other retirement benefit statements – and, importantly to
members, it can be read and understood within two minutes.
The final ‘ask’ from those researched is that we provide ‘consistency’ across all the pension
statements they receive – which cries out for industry wide adoption.
Ruston Smith
Co-Chair of the DWP’s 2017 Automatic Enrolment Review Advisory Board
and Chair of the Tesco Pension Fund
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Introduction

Research objectives
There is a compelling body of evidence that pension members in the UK are not engaged with their
annual statements and that, even when they do engage, many struggle to fully comprehend their
contents. For example, according to the FCA’s Financial Lives Survey 20173 only 52% of adults with a
DC pension received and read all of their pension statements in the last 12 months and 34% cannot
recall receiving a pension statement at all. Of those that did recall receiving and reading their
statement, just 23% said they understood it very well.
By age, the Financial Lives Survey suggests there are significant differences between those aged under
and over 35, but after this age any differentials narrow and are not significant. For example, just
one-third (36%) of 18–34 year olds read their pension statement(s) compared to three-fifths (60%) of
those aged 35 and over. Just one in seven (15%) 18-34 year olds who read a pension statement said
they understood it very well, compared to one in four (25%) of those aged 35 and over.
There are also significant differences by gender. For example, 58% of men read their statements,
compared to 45% of women. 30% of men who could recall receiving and reading their statement said
they understood it very well, compared to just 13% of women.
Work has been undertaken over the past year to design a simple two-page annual statement which
meets the stringent regulatory and compliance requirements in place for DC pension holders in the
UK. Ahead of any launch, it is important to gather the views of members to ensure that the document
is fit for purpose. The aims of this research programme conducted by Ignition House are therefore to:
Gather a robust evidence base on whether the new two-page Simpler Annual Statement is
better than the status quo and works well with members of all ages, levels of financial
sophistication, and pot sizes.
Provide evidence to the industry, Government and regulators on the behavioural
consequences of the new two-page Simpler Annual Statement, either due to the way the
information is presented or the wording used.
Deliver robust evidence on member preferences so that informed choices can be made
between alternative wording and formats for the final version of the Simpler Annual
Statement.

3
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Research methodology
We used a mixed methodology for this project. Our qualitative research gives deep insights into
members’ views on the statement, what they did and did not understand, and early insights into
format and wording preferences. The qualitative research was supplemented by a nationally
representative online survey of 1,000 current and deferred DC members aged 22 to 65, which delivers
additional robustness on the key metrics and questions on format and wording raised by the industry.
All research was conducted in July and August 2018.
The methodology, quotas and research instruments were subject to a rigorous approval process with
feedback sought from the project sponsors, trade bodies, the Government and regulators.
Qualitative research overview
To fully explore DC members’ opinions and understanding of the Simpler Annual Statement we
conducted a comprehensive programme of qualitative research with 71 current DC members in total,
consisting of 20 one-hour in-depth discussions and six focus groups with between eight and ten
respondents in each group.
As Figure 1 details, quotas were set by age (under 35 year olds and 35 year olds and over), gender,
and current behaviour with regards to receiving and reading statements (do they recall receiving a
pension statement(s) in the last 12 months and, if so, did they read it? If they read it, did they
understand it well or not very well?).
Figure 1: Qualitative research quotas
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We carefully considered whether we needed to send the Simpler Annual Statement to our respondents
to read at home prior to the sessions. On balance, given that it is only two pages long and in a very
visual format, we felt comfortable that an in-session read would be the more appropriate approach.
This allowed us to time how long each respondent took for their initial read, and the ability to monitor
body language to determine any initial points of confusion or frustration.
Members in the qualitative research were shown age-appropriate versions of the Simpler Annual
Statement; one for the under 35s and one for the 35 and overs. Half were shown a version of the
statement that showed an investments loss, half a version than showed an investment gain.
Figure 2: Simpler Annual Statement versions shown to qualitative respondents

In total, eight different versions of the document were tested, rotating slightly different formats and
wordings. In particular, we explored:
Whether members preferred the colour of the circles to go from blue to white or from white
to blue.
Whether members preferred the data on Page 1 to be presented as ‘Money In, Money Out’ or
a single column.
Different ways to explain contributions, tax relief, and investments gains/ losses.
Whether the words ‘in today’s money’ helped to explain the effects of inflation.
Whether the word ‘annuity’ helped members to understand the numbers in Section 2.
Whether members would prefer to see monthly or annual numbers in their projections.
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As Figure 3 below depicts, respondents in our qualitative research were taken on a deliberative
journey, and were asked to read the document twice.
Figure 3: Qualitative research structure

The first read was intended to replicate how some people may read the Simpler Annual Statement at
home if they are only scan-reading the contents. This was a two-minute timed read, after which they
were asked to give their initial impressions and say what they could recall. They were then asked to
mark on their statements the information they would actually read if this was their statement.
Respondents were then asked to read the Simpler Annual Statement for a second time, section by
section. They were asked to give their views on the look and feel of the document using a set of
questions which Ignition House has used in literature testing projects spanning the last decade.
However, literature testing is not simply about how the document looks and feels; it extremely
important to test whether the information contained in the document is understood by its target
audience, and whether there are any common areas of confusion. We asked our respondents to answer
a detailed set of questions to determine their comprehension and understanding. To avoid
contamination in the focus groups we used a combination of Answer Booklets (to capture respondents’
uncontaminated view) and discussion (to understand the motivations behind their responses).
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Quantitative research overview
The qualitative research was supplemented by a nationally representative online survey of 1,000
current and deferred DC members aged 22 to 65. This 15-minute survey was designed to deliver
additional robustness on the key metrics and any outstanding questions on format and wording that
were not conclusively answered in the qualitative research. Survey respondents were timed to see
how long it took for them to read the Simpler Annual Statement and additional checks were put in
place to ensure that any ‘speeders’ or ‘straight-liners’4 were excluded.
Members were shown the 35 and overs version of the statement with an investment loss. 500
respondents saw Version A4 and the remainder saw Version B4.
All fieldwork was conducted over a 10-day period in August 2018.

4

Speeders are respondents who completed the survey in an impossibly quick time, who have rushed through the survey without

giving each question due consideration. Straight-liners are those who repeatedly give the same answer.
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Exploring Current Member Behaviour

This chapter explores how members currently feel about their pensions and, if they receive one, their
behaviours with regard to their latest pension statement. We gathered feedback on perceptions of
current statements, and whether or not those that read them felt that their documents were easy to
read and understand.

Generally, pensions were felt to be important to respondents, but are somehow
more difficult to keep abreast of than their day to day finances
Respondents in our qualitative research generally felt that their DC pensions are important, as they
understood that their DC pension is likely to form a main source of income for them in the future.
“It is something that I think about more now I am 27 and in the process
of buying my first home – before that I didn’t understand any of it and I
would have thought pensions are only for old people. A pension is
important to me if I ever want to retire.”
Female, under 35, received last statement but did not read it5

“Although I still have a while to go yet, I try to keep an eye on my
workplace and private pensions, because they will be what I will have to
live on when I do retire.”

Male, 35 and over, read last statement and understood it well

Although our respondents said that they generally had a good understanding of their day to day
finances, they reported that they were less sure about their pensions, citing unfamiliarity, issues with
jargon and difficult technical terminology.
“I’ve got a good grasp on my other financial investments, but for some
reason with pensions they may as well be speaking in a different
language. And I don’t understand why it’s so confusing when other stuff
isn’t.” Male, 35 and over, read last statement and understood it well

5

Quotations from respondents who took part in our qualitative research are marked by our main quotas: age, gender, and

current behaviour with regards to receiving and reading statements (whether or not they read their last pension statement,
and, if read, whether or not they understood their statement).
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Respondents agreed that it was good to have a regular snapshot of where their pension is at, and that
this becomes more important as they get older. The consensus from our discussions was that between
age 20 and 30 people are generally not interested in thinking too deeply about their pension as the
amount saved is very small and the time horizon to accessing the money is too far away. Between the
ages of 30 and 40 people know that they should take an interest in their pension and start to think
about whether they are making enough provision, but they don’t actually do much about it. After age
40, pensions start to become more ‘real’.
“It sometimes feels like you’re sitting there hoping and I have realised that
now that I have turned 50, ‘hold on a minute, here, I need to be paying

in a lot more than I am’, so at the moment the priority for me is paying
off the mortgage and if I have any extra cash paying it into the pension

pot. So, I need to be in control of my pension so that I have a good life in
retirement. But for that I need the information I get to be clear.” Male,
35 and over, read last statement but did not understand it well

Two-fifths of members do not currently read their statements
The results of our survey are very much aligned with the FCA’s Financial Lives 2017 findings; just over
two-fifths (43%) of members have not read a pension statement in the last 12 months. We also saw
significant differences in the reported activities of men and women, with 65% of men saying they
recall receiving and reading at least one statement in the last 12 months compared to 48% of women.
Figure 4: Proportion of DC pension members who received and read their last statement

BQ2. Do you recall receiving an annual statement from your defined contribution pension provider(s) in the last 12 months?
Base: All DC pension members aged 22-65 (1,000)
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A quarter (25%) of our survey respondents could not recall receiving a statement in the last 12 months.
Our research does not explore in any depth why members did not receive their statements as this
would be pure speculation and guesswork on their part, although our qualitative discussions with the
‘did not receive last statement’ segment provided some clues. Some respondents with older, frozen
private or workplace pensions reported that they had had statements in the past in the post, but are
no longer getting them. They could not recall whether they have notified their provider about a
change of address, nor whether their provider notified them of a change from post to online. Others
have their pensions with providers who predominately use online as their member communication
channel – but our respondents could not recall being asked to sign up to an account. None could recall
being asked about their channel preference.
“I don’t think I was ever asked about how I wanted to receive any

statements or communications. They just sent things in the post until
they stopped – I think that was when I changed work and that pension

was frozen. With my new workplace one it’s just online and haven’t been
bothered to log in to it. I don’t think I ever got anything sent to me and I
don’t remember them asking me about that.”

Female, under 35, Did not receive/read statement in last 12 months

Almost one in five (18%) members in our survey said that they could remember receiving a statement,
but that they did not read it. We think that these figures should be treated with some caution as we
found in our qualitative discussions that very few had actually disregarded the statement entirely.
Instead, we typically heard that although they had not read the contents in any detail, they had at
least scanned the first page for headline figures – how much the pension is worth and how much it
has grown since the previous year. Here, our qualitative research does provide some useful insights
on why this might be. We used the COM-B framework6 to explore their behaviour, explicitly probing
for issues or barriers related to capability (e.g. knowledge/ skills), opportunity (e.g. not having time/
having busy lives) and motivation (e.g. not seeing the value/ benefit in making time to read or
understand a statement). Our discussions suggested that it was a combination of all three.
Our younger respondents, those under 35, typically felt that there was so little in their pension and
that there were so many years to go until they accessed the pension that it was of little value for
them to spend much time reviewing it. Furthermore, they said that they had little or no control over
their pension, in that their employer made the choice of provider and the contribution levels were
set for them, so there was no motivation for taking any action.

6

www.ncbi.nlm.nih.gov/pmc/articles/PMC3096582/
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“I receive a statement every year, but I just open it, close it and chuck it
in a drawer somewhere. I don’t take in any of it at all. At my age I think

it’s pointless worrying about it or delving too much into it – I kind of feel
like that I can’t help it either way. It’s like taxes, there’s nothing I can do
about it.” Male, under 35, received last statement but did not read it

Our older respondents also felt their pension was out of their control and, therefore, there was little
benefit in reviewing their statements in any detail.
“I put it away, I don’t see much value in reading through it. There is
nothing I can do about it at the moment, it’s invested in things I did not
choose for it to be invested in. What can I do about it?! You just have to
see what comes out at the end. It’s just not tangible.”

Female, 35 and over, received last statement but did not read it

The very nature of the annual statement is felt to be unappealing. When asked about their
expectations of what an annual pension statement would be like, those who had not read their
statement typically used words such as jargon-filled, difficult, long, or confusing. It is, therefore,
perhaps not surprising that they lack motivation, feel ill-equipped to understand the contents and do
not make the time to read it.
Figure 5: Words used to describe pension statements by DC pension members in the qualitative
research who had not read a pension statement in the last 12 months

Base: All DC pension members who participated in the qualitative research and had not received a pension satement in the
last 12 months or had received a statement but not read it (35)
Note: Qualitative analysis. A larger font donates more popular answers
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Members who recall receiving a statement mostly received it by post
The majority (78%) of members in our survey who could recall receiving a statement from their DC
pension provider in the last 12 months said that the statement came by post (or hardcopy).
Figure 6: Format of pension statements received in the last 12 months for DC pension members
who can recall receiving a statement in this period

BQ2b. How do you receive your statements?
Base: All DC pension members aged 22-65 who can recall receiving a statement in the last 12 months (749)
Note: Multiple responses allowed

This finding was very much supported by our qualitative research, where just a handful said that they
had logged on to check their statement after being alerted to do so by an email. These respondents
had, at some time, made an active decision to set up an online account which they then need to log
into to access the statement. In discussion, some felt that this process takes away the immediacy of
the ‘call to action’ and it often takes several reminders before they finally get around to reviewing
their statement, and sometimes they do not always get around to doing it all. Unprompted, they often
said they would prefer that the statement came as an attachment in an email so that they could act
immediately by clicking through to view.
“I have to log in to go and view my statement, which I never did this

time. I just thought, you already have my email details, just attach it. I
don’t like the ‘going into the system again’ and putting in some password
– I understand it’s for security reasons – I just don’t want to have to do

that now. So, when I get the email I don’t look at it until they send three
more emails saying ‘something has changed and you actually need to
check it.” Female, under 35, read last statement and understood it well

Those receiving statements by post reported that it was very obvious that the letter is from their
provider, sometimes due to a prominent logo on the envelope. Many said that they couldn’t recall
getting any other communications from their pension provider (in particular they said that they do
not receive any promotional materials or other “junk mail” from them) and, therefore, they were
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fully aware from this alone that it was likely to be an important document. A minority told us that
their envelope also contained the words ‘important information enclosed’ or that they could see the
words ‘annual statement’ through the envelope window.
“It’s always an A4 envelope and I’ll see where it’s from, I’ll see the

Scottish Widow or Sun Alliance branding and I know that it will be
something to do with pensions, because I don’t have anything else with
those companies.”

Female, 35 and over, received last statement but did not read it

“They don’t send me any junk mail, they only send me policy stuff.”
Female, 35 and over, read last statement and understood it well

It is important to note that our qualitative respondents were all recruited on the basis that they were
able to name their pension provider and are, therefore, perhaps not entirely representative of the
DC population as a whole. Indeed, data from our survey suggests that a significant minority (21%) of
DC pension members cannot name their provider even when given a list of providers to select from.
Our survey suggests that the channel through which they receive their statement has no significant
bearing on members’ propensity to be able to name their provider.
That said, not all of our qualitative respondents had immediately recognised the name of their
provider and, for some, it took several years for them to make the connection.
“I didn’t know my pension was with Aviva, so I have to admit that for
years I’ve just been throwing them in the bin, because I just thought it

was advertisement for insurance. I think, because I kept getting them and
thought ‘they’re really persistent’, that I opened them and realised ‘oh,
this might actually be important’. Because I signed up to my pension

through my union I had no idea who it was actually with, which is why I
have been throwing them away for quite a long time.”

Female,

under 35, received last statement but did not read it

Our respondents had no idea why their statements arrive when they do, and if they have multiple
statements they confirmed that they all arrive at different times in the year. As a result, very few
have ever lined their statements up side by side to make any comparisons. However, they also
reported that there would be a very short window in which they would be inclined to do this,
suggesting that any future ‘statement season’ would ideally be no longer than a week.
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Contents of current statements are opened and scanned for the key numbers
The annual statement was recognised by all of those who received one as the key communication to
help them understand their DC pension; it is often the only piece of information that they could recall
receiving from their provider beyond any initial welcome pack.
“I think the statement is the only thing I get once a year. I think there

was something through my workplace when they first signed me up to
the pension, but I never really looked at that.”
Male, 35 and over, read last statement but did not understand it well

The vast majority of respondents in our qualitative research who said they read their statements, and
indeed many of those who initially reported not reading their statements, open their document and
scan the contents for the top line numbers they are interested in - what is in the pension now, what
has been paid in in the last year, and how much the pension has gone up or down in the last 12
months.
“What I am really looking for and all I really want to see is it’s worth
that, this is how much you have put in, this is how much your company
has put in, and this is the growth on it.”

Male, 35 and over, read last statement but did not understand it well

This was not always easy for them to achieve. Many statements are at least six to eight pages long,
although a small minority reported having an “executive summary”, which is very helpful.
“It’s like a book, full of legal jargon, so it’s quite boring to read, so I just
look at the first page with the basic information.”

Female, 35 and over, read last statement but did not understand it well

Statements all look very different. They often contain information which people do not read in any
detail, or which they simply don’t understand. Indeed, as Figure 7 depicts, our survey suggests that
just one in four members (24%) who have had read a statement in the last 12 months said that they
understood their statement well. In contrast, a similar proportion (20%) said that they did not
understand their statement well at all.
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Figure 7: Proportion of DC pension members who read a pension statement in the last 12 months
by how well they say they understood the information in their pension statement

BQ2a. And generally, how well do you understand the information in your pension statement(s)?
Base: All DC pension members aged 22-65 who can recall receiving a statement in the last 12 months and read it (568)

Given these results, it is perhaps not surprising that respondents in our qualitative study who had read
pension statements in the last 12 months again used mostly negative words such as confusing, boring,
long, difficult, dull and jargon-filled to describe their latest pension statement. On the positive side,
the words informative and professional were consistently used, suggesting that they recognised the
importance of the document.
Figure 8: Words used to describe pension statements by DC pension members in the qualitative
research who had read a pension statement in the last 12 months

Base: All DC pension members who participated in the qualitative research and had received and read a statement in the last
12 months (36)
Note: Qualitative analysis. A larger font donates more popular answers.
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Very few respondents in our qualitative research said that they took any action as a result of reading
their statements. A couple of respondents wanted to pay more in, but they felt the information they
currently get doesn’t aid them in doing so. Several respondents wanted to consolidate their pensions
(usually adding a number of small older and frozen pots into their active pension), but again don’t
know how to go about it.
“I would rather amalgamate my two pensions, but I wasn’t sure whether
I could actually do that. I don’t think there was any information in my
pension statement about that.”
Male, 35 and over, read last statement but did not understand it well

Statements are typically filed away for up to 5 years
After they have scanned their statement for the information they need, most of our qualitative
respondents said that they file it away and never look at it again. If possible, they keep only the top
line numbers and throw away the remainder. Many reported keeping statements for up to 5 years.
Younger respondents, especially renters who are moving around a lot, tend to keep just the most
recent version in their files.
“I’ve got a finance folder, but it gets so full because there is a load of
other financial stuff in there, so every now and again I will have a cull of
things that are older than a certain period of time. I rent a small flat
and don’t have the space to store lots of things.”
Female, under 35, read last statement but did not understand it well

Reading and understanding annual statements has a marked impact on member
engagement
The results of our survey show that a significant proportion of members have very limited
understanding of their pensions. As Figure 9 depicts, around one in four do not know how much either
they or their employer are contributing, four in ten do not know how much is in their pension and
almost six in ten are not aware that they pay charges.
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Figure 9: Measures of DC pension member engagement

BQ1a. Have you ever thought about how much you should be paying into your defined contribution pension each year to
maintain a reasonable standard of living when you come to retire? BQ1b. Do you know how much in total you contribute to
your defined contribution pension(s)? This can be each month, each year or as a percentage of your salary. BQ1c. Do you
know how much your employer/s contributes to your defined contribution pension(s)? This can be each week, each month,
each year or as a percentage of your salary. BQ1d. Do you know how much money is in your defined contribution pension
pot/s? BQ1e. Are you aware of any charges incurred on your defined contribution pension?
Base: All DC pension members aged 22-65 (1,000)

Not surprisingly, whether or not a member has read and understood their annual statements has a
marked difference on these numbers, as Figure 10 and Table 1 clearly show. For example, just 5% of
those who had read their statements and understood them well were not aware of how much they
were paying into their pension, compared to 46% of those who could not recall receiving a statement
in the last 12 months, and 36% of those who had received a statement in the last 12 months but not
read it. A very similar pattern emerges when looking at their awareness of their employer
contributions.
Similarly, many members do not know how much money is in their pension pot. This is particularly
true for those who did not receive or read their last statement - 80% of members who don’t recall
receiving a statement in the last 12 months do not know their pension value, nor do 46% of members
who received a statement but did not read it. However, 29% of members who read their statement
and did not understand it well reported they did not know this amount, suggesting that current
statements are not working particularly well for a significant number of members.
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Figure 10: Measures of DC pension member engagement by whether or not they received and
read their last pension statement and, if read, how well they understood their statement

BQ1a. Have you ever thought about how much you should be paying into your defined contribution pension each year to
maintain a reasonable standard of living when you come to retire? BQ1b. Do you know how much in total you contribute to
your defined contribution pension(s)? This can be each month, each year or as a percentage of your salary. BQ1c. Do you
know how much your employer/s contributes to your defined contribution pension(s)? This can be each week, each month,
each year or as a percentage of your salary. BQ1d. Do you know how much money is in your defined contribution pension
pot/s? BQ1e. Are you aware of any charges incurred on your defined contribution pension?
Base: All DC pension members aged 22-65 (1,000)

Across the board, charges are even less well understood. Even amongst members who said they read
their statements and understood them well, Table 1 shows that one in seven (14%) said they were not
aware of any charges incurred on their defined contribution pension.
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Table 1: Measures of DC pension member engagement by whether or not they received and read
their last pension statement and, if read, how well they understood their statement
All DC
pension
members
aged
22-65

By previous behaviour
Read
statement(s)
, understood
well

Read
Received
Don't
statement(s),
statement(s),
recall
did not
did not
receiving
understand
read any
any
well
statement
Have you ever thought about how much you should be paying into your defined contribution pension
each year to maintain a reasonable standard of living when you come to retire?
Yes, I have thought about it a lot
26%
58%
28%
15%
11%
Yes, I’ve thought about it a little
46%
30%
50%
52%
41%
No, I haven't considered it
29%
12%
22%
32%
47%
Do you know how much in total you contribute to your defined contribution pension(s)?
Yes, for all of my pensions

35%

70%

42%

14%

19%

Yes, for some of them
No, I don't know

23%
26%

16%
5%

25%
16%

38%
36%

15%
46%

I don't currently contribute to
any of my pensions

16%

9%

18%

12%

20%

Do you know how much your employer/s contributes to your defined contribution pension(s)?
Yes, for all of my pensions

31%

61%

36%

13%

19%

Yes, for some of them
No, I don't know

22%
25%

15%
7%

23%
17%

35%
32%

13%
44%

My employer does not currently
contribute to any of my pension
I am not currently employed

10%

12%

11%

8%

9%

12%

6%

13%

12%

15%

14%
40%
46%

7%
13%
80%

Do you know how much money is in your defined contribution pension pot/s?
Yes, for all of my pensions
Yes, for some of them
No, I don't know

34%
24%
42%

74%
18%
7%

44%
26%
29%

Are you aware of any charges incurred on your defined contribution pension?
Yes, I am aware of charges for
all of them
Yes, I am aware of charges for
some of them
No, I am not aware of the
charges

23%

67%

24%

12%

4%

20%

19%

23%

33%

4%

58%

14%

53%

55%

92%

BQ1a. Have you ever thought about how much you should be paying into your defined contribution pension each year to
maintain a reasonable standard of living when you come to retire? BQ1b. Do you know how much in total you contribute to
your defined contribution pension(s)? This can be each month, each year or as a percentage of your salary. BQ1c. Do you
know how much your employer/s contributes to your defined contribution pension(s)? This can be each week, each month,
each year or as a percentage of your salary. BQ1d. Do you know how much money is in your defined contribution pension
pot/s? BQ1e. Are you aware of any charges incurred on your defined contribution pension?
Base: All DC pension members aged 22-65 (1,000)
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Member Feedback on the Simpler Annual Statement

This chapter draws together findings from both the qualitative and quantitative elements of the
research to provide an overview of members’ views on the Simpler Annual Statement.

Across the board, members were very positive about the new document
Respondents in our qualitative research were very positive about the Simpler Annual Statement. They
felt that it was a document that could be read and understood by people across the spectrum, not
just the more financially savvy.
"It's easy to understand, nice and clear and straight forward. There'll be
people who work in the investment industry, right down to people who
dig up the roads and as far as I am concerned this makes sense to the
whole spectrum."

Male, 35 and over, read last statement but did not understand it well

This was very much reflected in the views of our survey respondents. 84% of members in our survey
agreed with the statement ‘It is easy for me to see how much is in the pension pot’. Members who
currently read statements and understood them well were the most likely to agree with this statement
(95%), but almost three quarters (73%) of those who could not recall receiving a statement felt this
way as well. As Figure 11 depicts, similar results can be seen for the other statements tested. There
was no statistical difference in the views of men and women, or by age, for any of these questions.
Figure 11: Overall views on the Simpler Annual Statement by whether or not they received and
read their last pension statement and, if read, how well they understood their statement

Q2. To what extent do you agree or disagree with the following statements about this document?
Base: All DC pension members aged 22-65 (1,000)
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The vast majority of members say they are likely to read this document,
regardless of channel
All members in our survey were asked how likely they would be to read the Simpler Annual Statement
if it came by post or by email. Encouragingly, as depicted in Figure 12, the vast majority said that
they would, regardless of whether the document was a paper or electronic version.
Figure 12: Likelihood of DC pension members to read the Simpler Annual Statement if it arrived
by post or they had to log on to their pension account to access it

Q3. How likely would you be to read this statement if it came by post? Q3a. How likely would you be to read this statement
if you had to log on to your pension account to access it?
Base: All DC pension members aged 22-65 (1,000)

Figure 13 shows the responses to this question by segment (age, gender, and behaviour in terms
whether they read their last pension statement and, if read, how well they understood it). Of
particular interest is that the vast majority of members who did not read their last statement said
they would be likely to read this document; 78% would read it if it came by post compared to 68%
who would read an electronic version. Similar numbers can be seen for those who did not recall
receiving a statement at all in the last 12 months.
Encouraging, and in contrast to what happens today, there is no statistical difference between the
reported behaviours of men and women.
The Simpler Annual Statement also appeals equally to the old and the young; across all age groups
almost 90% of members said they would read the statement if it came by post. This picture is a little
different if they received an electronic version of the Simpler Annual Statement. Here, the older
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groups as less likely to read it than the younger groups, but this is more likely to be driven by general
internet usage rather than the design of the statement itself.
Figure 13: Proportion of DC pension members who said it is likely that they would read the Simpler
Annual Statement if it arrived by post or they had to log on to their pension account to access it

Q3. How likely would you be to read this statement if it came by post? Q3a. How likely would you be to read this statement
if you had to log on to your pension account to access it?
Base: All DC pension members aged 22-65 (1,000)
Note: Figure shows the proportion of respondents who said it is likely or very likely that they would read the Simpler Annual
Statement

Members are much more likely to read this document than their existing
statements
Members who currently receive statements were asked how the Simpler Annual Statement compares
to their current documents. As Figure 14 and Table 2 show, the responses to these questions in our
survey were, again, very positive.
Overall, 54% said they would be more likely to read the Simpler Annual Statement than their current
pension statement and just 3% said they would be less likely to read it. For those members who

Ignition House, August 2018

23

received a statement in the last 12 months but did not read it, 67% said they would be more likely to
read the Simpler Annual Statement compared to just 4% who said they would be less likely to read it.
72% felt that the Simpler Annual Statement is better than their current statements (34% a lot better
and 38% a little better), rising to 77% of those who had received but not read a statement in the past
12 months.
Overall, 70% felt the Simpler Annual Statement was easier to understand than their current statement
(34% much easier to understand and 36% a little easier to understand).
There were no significant differences by age or gender in the responses to any of these questions.
Figure 14: Comparison of the Simpler Annual Statement to the last pension statement received

Q4. Would you be more, or less likely to read this statement than your current statement/s? Q5/Q5a. How does this statement
compare to your current statement/s?
Base: All DC pension members aged 22-65 who received a statement in the last 12 months (749)
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Q5a. How does this
statement compare to your
current statement/s?

Q5. How does this
statement compare
to your current
statement/s?

Q4. Would you be more,
or less likely to read this
statement than your
current statement/s?

Table 2: Comparison of the Simpler Annual Statement to the last pension statement received by
whether or not they read their last pension statement and how well they understood it
By previous behaviour

All DC
pension
members
aged
22-65

Read
statement(s),
understood
well

Read
statement(s),
did not
understand well

Received
statement(s),
did not
read any

Much more likely

23%

40%

19%

20%

More likely

31%

18%

29%

45%

About the same

44%

41%

50%

31%

Less Likely

2%

1%

2%

2%

Much less likely

1%

0%

1%

2%

NET: More likely

54%

57%

47%

65%

NET: Less likely

3%

1%

3%

4%

A lot better

34%

42%

32%

31%

A little better

38%

28%

38%

46%

Not any different
A little worse

25%
3%

26%
4%

25%
3%

21%
1%

A lot worse

1%

0%

1%

1%

NET: Better
NET: Worse

72%
3%

70%
4%

71%
4%

77%
2%

Much easier to understand

34%

41%

33%

32%

A little easier to understand

36%

29%

36%

41%

About the same
A little more difficult to
understand
A lot more difficult to
understand
NET: Easier to understand
NET: More difficult to
understand

27%
2%

29%
1%

27%
3%

25%
1%

1%

0%

1%

1%

70%
3%

70%
1%

69%
4%

73%
2%

Base: All DC pension members aged 22-65 who received a statement in the last 12 months (749)

These views were very much echoed in the qualitative research, where respondents felt the layout
and presentation of the Simpler Annual Statement was generally an improvement on what they
currently received. They felt that the document was very visual, with not too many words, and this
this was very appealing for them.
“I would be inclined to read this, as it is more easily laid out and I am
seeing ideas and information I can’t recall seeing in my current

statement… it’s just generally the way it has been laid out, with the

bubbles – it is easier to read and I think I would be likely to read it more
in the future.”
Male, under 35, read last statement but did not understand it well

Ignition House, August 2018

25

“I get five different ones at the moment, all from different providers, and
this is better than anything I get at the moment.”
Male, 35 and over, read last statement but did not understand it well

Respondents in our qualitative research reported that, in reality, it would take them no more than a
couple of minutes to scan through the document to pick out the numbers of interest, and around five
to ten minutes for a thorough read. They had no issues spending this amount of time on the task, and
so the reading time is well within margins of tolerance for an important document, and one they only
get once a year.
“If I had more time, I would sit and read the whole document, but if I

was just opening my mail I would just skim to the easier to read bits –
the information in the circles. And then if I thought about it, I would go
back and read the whole document.”

Female, under 35, read last statement but did not understand it well

“Normally you get a long document with stuff that I am not actually

concerned about. This is an improvement to what I get now, because it’s
all on two pages and only takes a couple of minutes to read. It’s very
simple, but not patronising.”

Male, 35 and over, read last statement but did not understand it well

“I don’t think this would take longer than two to five minutes to read,

even if you have to read some lines twice just to make sure you got it. It’s
not too long.”
Female, 35 and over, read last statement and understood it well
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Respondents consistently used very positive words to describe the Simpler
Annual Statement
In contrast to how they feel about their current statements, respondents across all segments
consistently used positive words to describe the Simpler Annual Statement. The most common were
easy to read, clear, straightforward, friendly and informative.
Figure 15: Words used to describe the Simpler Annual Statement by DC pension members in the
qualitative research

Base: All DC pension members who participated in the qualitative research (71)
Note: Qualitative analysis. A larger font donates more popular answers

The Simpler Annual Statement had very positive scores across all segments for
look and feel
Survey respondents were asked a set of questions which Ignition House has consistently used for the
last decade in our literature testing projects. An average score of 5 or below is a cause for concern.
Few documents we have tested have consistently scored above 8.
As depicted in Figure 16, average scores for this document were consistency high for every question.
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Figure 16: Simpler Annual Statement clarity checker scores

Base: All DC pension members aged 22-65 (1,000)
Note: Each quesiton asked on a scale of 1 to 10, with 1 being a very negative response and 10 being a very positive response.
Guidance was given to explain the scaling for each question.

The more detailed breakdown contained in Table 3 shows that the average score varied a little from
segment to segment, but that across all segments no score was below 7.0. Encouragingly, those who
do not currently read their statements (and, therefore, have no benchmark to compare against)
consistency gave scores of 7 and above.
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Table 3: Simpler Annual Statement clarity checkers scores by whether or not they received and
read their last pension statement and, if read, how well they understood it

Overall, how well would you
say you understand this
statement?
Overall, how well would you
say you understand Section 1?
Overall, how well would you
say you understand Section 2?
Overall, how well would you
say you understand Section 3?
If you received this from your
pension provider, would it be
clear what the purpose of the
document is?
How easy is it to identify who
the document is from?
How easy is it to find your way
around the document?
How relevant does Section 1 of
this statement seem to you?
How relevant does Section 2 of
this statement seem to you?
How relevant does Section 3 of
this statement seem to you?
Is it clear what you could do
next? (If you do not need to do
anything, is that clear?)
How much does the overall
wording seem like normal,
everyday language
If you wanted to contact
someone in response to this,
how easy it is to see what you
need to do?
How easy is it to work out what
the document is about?
How easy is it to understand
any ‘Financial’ terms?

By previous behaviour

All DC
pension
members
aged
22-65

Read
statement(s),
understood
well

7.7

Received
statement(s),
did not
read any

9.0

Read
statement(s),
did not
understand
well
7.8

7.4

Don't
recall
receiving
any
statement
7.1

8.0

9.1

8.2

7.7

7.4

7.8

8.9

7.9

7.6

7.1

7.7

9.0

7.8

7.4

7.1

8.0

9.0

8.1

7.6

7.4

8.0

9.0

8.1

7.7

7.4

8.0

9.0

8.1

7.6

7.4

7.9

9.0

8.1

7.4

7.3

7.8

8.9

7.9

7.4

7.2

7.6

8.8

7.7

7.3

7.1

7.6

8.9

7.7

7.4

7.0

7.9

8.9

7.9

7.6

7.4

7.7

8.9

7.7

7.5

7.3

8.1

9.1

8.2

7.7

7.6

7.6

8.9

7.6

7.4

7.1

Base: All DC pension members aged 22-65 (1,000)
Note: Each quesiton asked on a scale of 1 to 10, with 1 being a very negative respomse and 10 being a very positive response.
Guidance was given to explain the scaling for each question. Table shows mean scores given out of 10.

The positive results seen in our survey were very much mirrored in our depth discussions. Across all
segments, the Simpler Annual Statement resonated well. The document was felt to be clear, concise
and in an everyday language that anybody could understand.
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“I like it very much. I think it's clear, crisp, user-friendly and doesn't
over-indulge you with too much information that you don't need, but it
gives you all the information that you actually do need."

Female, 35 and over, didn't read/receive statement in last 12 months

"Overall, it's a bit more simplified than my current statement and it's
easy to read. And it's offering you some good advice going forward with
your pension; things you can do and things you can change. And also,

overall, giving a bit more reassurance with my whole pension plan that I
am putting towards something that is going somewhere."
Male, under 35, read last statement but did not understand it well

The key information is presented in a visually appealing way, and their eye was immediately drawn
to the key figures. Unlike existing statements, they felt that this could be something they could look
at on their mobile.
“I can see this working online. The layout is very clear, especially the

information in the circles. I would look at that on my phone, if it came
attached to an email.”
Male, 35 and over, read last statement but did not understand it well

Those that had not seen an annual statement before felt that this is exactly how one should look.
“This is pretty much what I thought it would be like really. Yes, this is

literally what I thought a statement would be like; fairly bold and with
things like these big circles. If this was my statement and if I got this the
first time I would read all of it, probably from top to bottom, because I
think all of this is fairly important. And any further ones I would get I
would probably just look at the first page and the figures.”
Male, under 35, Did not receive statement in last 12 months

Very good recall of main aspects of the documents based on a two-minute read
We knew from our earlier discussions that members tend to open their documents and scan read the
contents for the highlights. To assess how effective the document would be if this scan read was the
only thing a member did, we initially gave our qualitative respondents two minutes (timed by the
moderator) to review the document. We then asked them to tell us what they could recall.
The results of this two-minute recall test were again very positive, with members across all segments
providing a very detailed list of key information points, as Figure 17 highlights.
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Figure 17: Recall of the Simpler Annual Statements after a two-minute read by DC pension
members in the qualitative research

Base: All DC pension members who participated in the qualitative research (71)

Focus is mainly on the factual content in Section 1 on page one
Respondents who took part in our qualitative research were asked to indicate which sections of the
document they would read at home. This exercise demonstrated that their focus was predominantly
on Section 1 on page one, where the vast majority of respondents selected most items.
When probed to say why this is, they said that that page one contained the key factual information,
whereas page two looked a little more like “marketing” or “trying to get some more money out of
them”. They very much recognised that page one is about what has happened, whereas page two is
about what could happen.
“This is just trying to make you spend more money.”
Male, under 35, read last statement and understood it well
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“That’s just a sales ad; they want you to put more cash in.”
Male, 35 and over, read last statement and understood it well

Some of our younger respondents (the under 35s) recognised the potential usefulness of the
information in Sections 2 and 3, but felt that it was not really applicable to them at this stage. They
have no idea how they would take their money out when the time comes, and often questioned why
this information was in their statement at all.
“I would look at the first page a lot more and be happy with that. It’s

good to have this information on the second page [sections 2 & 3], but
unless I have a lot of time I might not necessarily look into that – it’s a
long time away, we’re talking about my 67th birthday. It’s great
information, but I don’t think I would go that far.”
Male, under 35, read last statement but did not understand it well

“What are they basing this on, how long will this money last? That’s your
pot and that’s how much you’ll get a year if you were to live to 80 or
something?”

Male, under 35, read last statement but did not understand it well

At the extreme, a small minority described the content of Section 2 as “misleading”, as they felt that
the assumptions that have probably been used to generate the number were very unrealistic and are
unlikely to reflect how their life will actually turn out to be over the next 40 years.
“I think it’s misleading, because the first thing I got to was “When we
worked out these figures, we assumed that you and your employer keep

putting money into your plan every year”. So, for me, this basically does
not relate to what I have, because it’s based on assumptions and it’s a lot
of “this is what will happen if circumstances continue”. So, it’s not

projected based on the pension that is in there, but more like on if “this
happened, then this is what you get” and I don’t think that is likely to
happen.” Female, under 35, read last statement and understood it well

Older respondents felt the same way as their younger counterparts after the initial scan, but tended
to become more interested in Section 2 once they had a more detailed second read. However, they
too questioned the validity of the assumptions and felt that there are still a lot of “ifs and buts”.
That said, as depicted in Figure 18, the majority of respondents in our survey agreed that it was easy
to see from the document what steps could be taken to have more money for retirement.
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Figure 18: Ease of seeing what steps can be taken to have more money for retirement from
reading the Simpler Annual Statement by whether or not they received and read their last pension
statement and, if read, how well they understood their statement

Q2.5. To what extent do you agree or disagree with the following statements about this document: It is easy for me to see
what steps I can take to have more money for my retirement
Base: All DC pension members aged 22-65 (1,000)

One version of the document explicitly used the word ‘annuity’ in the description, which elicited
some very negative reactions in the older groups who felt that the industry was trying to promote a
product which they did not feel was suitable for them anymore.
“I don’t actually like the fact – and it’s the same on the statements that I
get – that it assumes you will buy an annuity at the end of this with this
money. I’m not going to do that, you’re not going to do that and I

suspect that very few people around the room are actually going to buy
an annuity with their pension. I think that’s misleading because I don’t

think that will happen in real life. And it does imply that’s all you can do
and the law has changed now!”
Male, 35 and over, read last statement but did not understand it well

For others, the word ‘annuity’ had little meaning, as they have little or no awareness what this
product is, and they did not understand they had to ‘buy’ an annuity with their pension pot to get the
guaranteed income for life; therefore, its inclusion raised questions and created confusion.
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Very high awareness of charges, even after the initial scan read
Even from a very limited two-minute exposure to the document there was widespread awareness of
charges. Across all four segments, many expressed surprise that they are being charged, and this
surprise was just as prevalent amongst those who said that had read their statements and understood
them well as those who had never seen a statement before.
“I mean you could see straight away, as soon as I saw that minus there –
that was eye-catching – as soon as I saw that minus there, boom, I

straightaway thought, “why?! Where is that money going?”. I didn’t mess
around, did I, it was “boom… what is that?”
Male, 35 and over, didn't read/ receive statement in last 12 months

“It’s interesting where it says “you’ve paid the cost of managing your
plan”, I would have never thought you had to pay a cost. So straight
away you’re like, “woah, woah, hold on, let’s look into that one.”
Male, under 35, read last statement but did not understand it well

“For me, there are two very clear numbers in here that aren’t on the

existing statements or aren’t obvious. It’s “how much you’ve made this
year from the investment – after charges” and “how much the plan is
costing”. That was never explicit in the old statements. So, that is new
and to me those are two really important numbers.”
Female, 35 and over, read last statement and understood it well

The fact that charges are so transparent in this document – especially when presented in a ‘Money
Out’ column – raised a number of questions and made them want to find out more. Specifically, they
would want to know whether it was a flat fee or a percentage (this would be important to know as
the fees are likely to be different from year to year), and inevitably they said they would want to be
able to benchmark their fees against other schemes to see if they are getting value for money – i.e.
this number alone is not particularly helpful.
“I don’t really understand what these fees actually pay for. I’d want to
check whether this was a one-off or if that was going to be charged
annually because that’s not clear.”

Female, under 35, didn't read/ receive statement in last 12 months

“It’s usually hidden, so the fact that it’s now being given upfront is a good
thing. It’s just – it’s a £180 per year from your pension pot, isn’t it? I
don’t know what the average is, but £180 a year sounds a lot for
administration costs.”
Female, 35 and over, read last statement but did not understand it well
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“It would be useful to know if this is a percentage or a fixed fee. That’s
something I am not aware of.”
Female, under 35, read last statement but did not understand it well

“Is it a percentage? Because surely the service is the same no matter what
you’re putting in, so that’s not fair really, is it!”
Female, under 35, Read last statement but did not understand it well

Our qualitative findings were very much supported by our quantitative research. Figure 19 shows that
the vast majority (68%) of members agree that it is clear from reading the document there are charges
to pay. Even amongst those who do not currently read their statements, just 11% disagreed with this
statement.
Figure 19: Clarity that there are charges to pay by whether or not they received and read their
last pension statement and, if read, how well they understood it

Q2.4. To what extent do you agree or disagree with the following statements about this document: From reading this
statement, it is clear that there are charges to pay?
Base: All DC pension members who participated in the qualitative research (71)
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Respondents often expressed surprise they could make an investment loss
Half of our qualitative respondents saw versions of the Simpler Annual Statement that showed an
investment loss for the year. For these respondents, many were very surprised they could face an
investment loss. This was particularly true of the younger respondents, and those who have a pension
for the first time through auto-enrolment. Their perception is that the money is somehow saved into
a bank account, earning a rate of interest. They have no perception of why cash-based investments
are not an appropriate long-term strategy.
“I just thought it was like putting it into a bank and there wasn’t
anything that could be lost on it.”
Female, under 35, read last statement but did not understand it well

Respondents tended to compare the investment loss to the money that they had paid in that year.
They became quite angry that this could happen and started to question the value of a pension and
whether it was worth continuing with their contributions.
“To be honest, if my employer wasn’t paying in a significant percentage
and I saw a loss like this I would probably just stop it and put the money
in a bank account, because this says I paid in £1,200 and lost almost
£900 – that doesn’t seem worth it!”
Female, under 35, read last statement but did not understand it well

Seeing a loss in black and white could trigger some of them to want to find out more, and they would
probably email or phone their provider; the rest would be cross, but take no action as it has already
happened. Respondents who wanted to find out more typically wanted messages of reassurance, i.e.
‘the investments still are on track, you don’t need to change your investments or take any actions’,
‘we’re looking after your money in the best way possible’ and so on and felt that if this was supplied
as information or a link to follow they would not need to contact their provider.
“That loss is more than half of what I have saved. That would not make
me very happy, because if I have saved £1,200 and then more than half
of that has gone – from what, their poor investments?! I’d be wanting to
contact the people who are managing my pension and say “what are you
doing? What’s going on? Why have I lost so much money?”
Male, 35 and over, didn't read/ receive statement in last 12 months

When the moderator framed the loss in the context of the wider picture of the gains made since the
pension started, our respondents took a much more sanguine approach. This suggests to us that, in
the event of an investment loss, reassuring communications from their provider would need to steer
their thinking in this direction as they will not naturally make this connection themselves. Some
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suggested that it may be helpful to separate out the historic investment gains into a separate circle
to facilitate this comparison.

Not all respondents were aware they could consolidate pensions, so the
‘transfer in’ box is a useful device to highlight this
There was widespread recognition (from the third circle) that money could be transferred in from
other pension schemes. Some already knew about this, and a small minority had actually done it with
their own pension money. For the rest, they felt that having the circle there, but blank, would be a
useful device to alert them to this possibility.
“I think they should leave that blank. It’s good to know that you can
transfer other pensions in – I didn’t know that before.”

Male, 35 and over, did not receive statement in last 12 months

When promoted, they reported that if they wanted to find out more about consolidation they would
contact their provider. Ideally, there would be a direct link to a website which gives instructions on
how to go about this process. This was certainly highlighted as an action a small number of members
said they wanted to take, but as yet have not found anything in their current statements or literature
to help them.

Respondents were pleased that there would be more consistency across
statements
The moderator explained that the aim is that the Simpler Annual Statement eventually becomes the
industry norm. Respondents liked this idea very much, as pattern recognition (seeing the same
information in the same place in each statement and using the same wording) will help them quickly
identify the key pieces of information. They were also recognised that this will make comparisons
much easier than they are today. Many, even amongst our younger respondents, already had multiple
pensions. They understood that there may be some differences in look and feel due to each individual
provider’s branding preferences, but this was not fundamentally felt to be an issue as long as the
format was consistent.
“I like the idea of standardized infographic style, the circles of
information, it makes it much easier.”
Male, under 35, did not receive statement in last 12 months
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Testing Member Comprehension

Literature testing is not simply about how the document looks and feels; it is extremely important to
test whether the information contained in the document is understood by its target audience.
This chapter draws on the results from our comprehension test with our qualitative research
respondents to explore the extent which the information contained in the Simpler Annual Statement
is understood by members and whether there are any common areas of confusion.

The Simpler Annual Statement scored highly in our comprehension test, but
there were a few minor areas of confusion
We asked our qualitative respondents to answer a set of questions specifically designed to test their
comprehension of the three Sections of the Simpler Annual Statement. To avoid any contamination in
the focus groups, respondents were asked to complete an individual Answer Booklet. Ignition House
has subsequently reviewed and scored their answers. A summary of the results of this exercise are
shown in Figure 20 over page.
Respondents scored highly across most of the questions posed to them. Areas where some struggled
were:
Understanding why the figures in the statement might not be the same as the ones they would
see if they looked online in the near future.
What the tax relief is.
What ‘management charges’ actually pay for.
What the value of their pension is worth in today’s money.
How an annuity works.
There was little difference by age or gender.
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Figure 20: Number of respondents who correctly or incorrectly answered the comprehension
questions that were asked as part of the qualitative research

Base: All DC pension members who participated in the qualitative research (71)
Note: Ignition Hosue assessment of respondent answers written in their Answer Booklets. Green colour coding in the left hand
coloumn indicates questions that were mostly answered correctly, orage colour coding questions where a significant minority
andwered incorrectly or gave partially correct answers, and red colour coding questions where the marjority answered
incorrectly. Colour higlightling has alse been used to draw the readers attention to areas where a significant number of
respondents answered incorrectly or partially correctly.
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Respondents were not always sure why the statement might not align exactly
with online figures
We asked respondents, if they checked this pension online next week, would the amounts be the same
as in this statement. Just 21 respondents correctly identified that the figures might not be the same.
In the moderator-led discussion which followed, respondents were aware that the amount of money
in their pension account will change monthly (rather than weekly) as their employer pays in money
from their wages. Respondents rarely focused on the fact that their money was subject to daily
investment fluctuations – sometimes because they did not know their money is invested.

High awareness of a management charge, but limited understanding of what this
charge is for
Encouragingly, all bar two respondents in the qualitative element correctly identified that they were
paying £180 in management charges. However, when asked to say in their Answer Booklet what they
thought these charges were for, respondents thought it was a combination of admin fees, commission,
investment fees and profit for the provider.
“Buying and selling units, managing the investments under the fund, and
admin costs.”7
“Making and placing investments that underscore the plan and admin
and reporting costs.”

“Investing money in the most lucrative areas, admin.”
“Admin and profit margin.”

The concept of ‘tax relief’ is not particularly clear
When asked to say who is paying into their pension, members clearly understood that contributions
were being made by themselves and their employer, but they often failed to mention the tax relief
received by the government.

7

These are the verbatim responses given by respondents in our qualitative research in their Answer Booklets
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When asked to say what they thought ‘the government has added through tax relief’ or ‘the tax man
has added’ meant in their own words, the most common response was “I don’t exactly know”. We
also had a variety of incorrect responses based largely on guesswork, for example:
“I don’t pay tax on my pension when I get it paid out”
“It is VAT exempt.”
“Not sure. Maybe that a percentage of the tax you pay each year goes
towards your pension.”

“Amount HMRC states is your tax-free allowance per annum.”

A few were able to explain the concept well, but they were very much in the minority:
“Tax already paid on wages that goes into my pension in investments.”
“The money I receive back from the government when my contributions
have been taken into account.”
“Government is adding on tax at marginal rate into my pension.”

That said, our respondents were intrigued to find out more from the moderator, and once explained
they were pleased to receive this extra money. They felt that this was something that could be better
promoted, but the annual statement was not the best vehicle to do this, as once again it would
lengthen the document and add an extra layer of complexity.

Some confusion around the assumptions underlying what their pension ‘could
be worth’
In Section 2, respondents were shown how much their pension ‘could be worth’ on their 67th birthday
and what this lump sum could generate in terms of a monthly or annual guaranteed income for life.
When asked to describe in their own words what the lump sum referred to, it became clear that some
respondents thought that this projection was based on only the money that had been paid in to date:
“If all the elements that make up the annual total for 17/18 remain
constant then the pension will be worth this.”

“The total amount paid in by myself, my employer and the government
on the maturity of the plan.”
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“The projected value of my pension pot when I turn 67. I am not sure if
this is accounting for investments or additional money being added.
Assume it could be if you don’t add any more to it.”

The remainder understood from the document that there had been some assumptions made about
future contributions, but they commonly neglected to mention investment returns. There was general
agreement that there is clear signposting to find out more, but few said that they would be bothered
to do this.
A small minority thought that the number was guaranteed, but the rest were fully aware that this was
not the case.

Members tended to anchor onto the term ‘in today’s money’, but could not
explain it well
We tested two ways to explain the impact of inflation. Half of our respondents saw the words “in
today’s money” in their explanation, and half did not. Those that did had a high propensity to use
this term in their own descriptions. However, when probed by the moderator what this actually
meant, they were not able to articulate the concept very well.
“This figure here is what it would be worth today, but maybe in 22 years’
time that would be worth more money. I don’t know. I’d like to think it
would be worth more, because everything always tends to cost more, it
doesn’t tend to cost any less, does it!?”

under 35, Didn't read/receive statement in last 12 months

Female,

This suggests to use that this using this particular term in the Simpler Annual Statement will not be
particularly useful; people are anchoring to this term without really understanding what it means.
That said, the ‘killer’ sentence which really helped respondents to understand the impact “We think
it will buy what £102,160 will buy today” tended to get lost in the text.

Not all understood that they could leave their money in their pot past the age
of 67
Two sets of words were used to describe the relevance of the 67th birthday. The words “when you
told us you plan to retire” resonated well with our respondents. They were often not aware that they
could specific a retirement age – they just assumed it would be aligned with State Pension Age – and
so this was a call to action for them to think about taking an action on their pension.
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Those that saw the words “the Plan’s retirement age” had a higher propensity to think that age 67
was the ‘maturity date’ on their pension and that they had do something with their pension at this
point.

Some respondents felt the extra income generated by an additional £50
contribution was not worth it
If left to their devices, most would not look at Section 3 in any detail; there was a general sense that
‘the provider is trying to sell you something to make more money for themselves’.
However, when prompted to read this section in detail many had a different view. On balance, they
liked being informed of the fact that they could make extra contributions, as many felt it “was a good
idea” and that they “had not thought of it before”. Questions were raised about whether the employer
would match any extra contributions.
That said, amongst the older respondents (those aged 35 and over) who were shown their potential
income as a monthly figure there were a handful who felt that the difference of £20 worth of income
arising from paying an extra £50 per month “was not worth it” and wondered why they would want
to do this. Furthermore, they also felt that the headline figure had not increased by much and
questioned whether they would be able to “do better” elsewhere.
“So, to pay in £50 a month to get an extra £20 month?... I mean,
personally, I think that is a waste of space.”
Female, 35 and over, read last statement and understood it well

National income targets were felt to be useful to put the numbers in context but would also be quite
worrying as they are so far away from achieving this with their pension. Again, this could have a
negative effect as respondents questioned whether saving into a pension would make any material
difference to their well-being in retirement.
“£24,000 a year? Is that without a mortgage? Good luck everyone. I
think it is a bit scaremongery, but it is good to know.”
Female, under 35, did not receive statement in last 12 months

Providers will need to be aware of these potential behavioural responses when framing materials for
this section, especially as respondents tended to focus their attention on paying more money in; most
of their responses in the Answer Booklets did not mention leaving in money longer until later as an
option for having more money in retirement.
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Member Preferences

Over the course of the 15-month development process, a number of meeting were held with
representatives from the Government, regulators, legal firms, providers and consumer bodies to allow
them to input into the emerging design of Simpler Annual Statement. Currently, each provider has
developed their own version of the annual statement based on their own consumer testing, and
consequently there is a plethora of different terminology and formats that could have potentially
been used as the basis for the Simpler Annual Statement. No consensus could be reached in those
meetings on the ‘best’ way forward; consequently, alternatives drawn from the current set of
provider literature were tested with members in this research to determine their preferences.

Members felt it was important to have a clear date stamp on the statement
Discussions with members about their current behaviour highlighted their propensity to file annual
statements for future reference. Members therefore felt strong that clear signposting of the date in
the corner of the document would be very helpful. We tested two alternative formats in our
qualitative sessions; there was no strong preference for either but if a choice had to be made then
they liked Version A the best.
Figure 21: Two versions tested for signposting of the date in the corner of the Statement

Almost 70% of members preferred Design A over Design B
Members were shown two different versions of the ‘circles’. Design A was the preferred option. In our
qualitative discussions, respondents reported that Design A looked “cleaner” and that their eye was
drawn to the total box due to the darker colour.
This finding was very much supported by the quantitative research, were nearly 70% of survey
respondents said that Design A was the better layout.
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Figure 22: Two versions tested for the design of the ‘circles’

The majority of members prefer to see monthly figures in Section 2 and 3
Six in ten (60%) members preferred monthly figures to annual figures. When probed about the reasons
for this in the qualitative research, respondents said that they would be more likely to think about
their income in monthly terms as this most closely reflects how they manage their money today.
Figure 23: Monthly figures were preferred to annual figures

Q10. In Sections 2 and 3, which would you prefer to see, annual figures or monthly figures?
Base: All DC pension members aged 22-65 (1,000)
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Members have no strong preference between the words saved, paid and
contributed, but the word invest did not resonate
Members in the qualitative research were asked say on their own words what the figure in the first
circle was. We rotated the stimulus so some saw the phrase “Money you’ve saved into your pot since
you started” and the rest saw ‘Money you’ve paid into your pot since you started”. There was no
difference in understanding; the vast majority in both correctly identified that it was the money they
had personally put in. Both groups also used a variety of terms such as “paid”, “contributed”, “saved”
and “put in” in their own descriptions.
“It’s what I have contributed since opening the pension”
“How much money the individual has put in”
“The money that has been put into the account by Joe Bloggs since the
pension was started”

Not one respondent used the word “invested”. When specifically probed by the moderator whether
the term “You have invested” would resonate with them in this context, members gave a very
negative response. Some did not know that their money was invested, others felt that ‘investing’ was
something the pension company did on their behalf. We then tested five different descriptions to see
which they preferred. On balance, “saved” was the favoured option.
Figure 24: Member preferences for describing money they have contributed to a pension

Q8. Which of these do you prefer?
Base: All DC pension members aged 22-65 who participated in our qualitative research (69)
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Members preferred the ‘Money Out, Money In’ layout
We tested two versions of the table on Page 1 in our qualitative discussions, as shown in Figure 25.
The ‘Money Out, Money In’ layout was by far the preferred choice; just 20 of our 71 respondents chose
the singe table layout. The ’Money Out, Money In’ version resonated well as it looks very similar to
their bank account, and therefore feels familiar.
Figure 25: Two versions tested for the design of the ‘circles’

Respondents did not like the use of colloquialisms in the tax relief description
Before reading the Simpler Annual statement, some respondents in the qualitative research reported
that they were not aware that additional money was added to their pension pot in the form of tax
relief. They were pleased that this had been entered as a separate line item in the table to highlight
the benefits of paying into a pension.
Again, we rotated the stimulus so that some saw the phrase “the tax man has added” and some saw
“the Government has added - through tax relief”. Our qualitative respondents strongly preferred
“you’ve had money from the government through tax relief”. References to the ‘tax man’ were felt
to be unprofessional.
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This finding was verified by the quantitative data, where this was the least favoured option of the
five tested.
Figure 26: Member preferences for describing tax relief

Q8. There are different ways we can describe the money that gets paid into your pension by the Government. Which of these
phrases do you think is the easiest to understand? Please select your top 3 choices and rank them 1, 2 and 3.
Base: All DC pension members aged 22-65 (1,000)

No strong preference on how to describe investment gains and losses
In both the qualitative and quantitative no clear winner emerged from the options we tested. There
was a tendency for respondents in the qualitative element to favour the sentences which began with
the words ‘After any charges” as these seemed to have a more natural flow, but beyond this both of
these options were equally appealing. This view is broadly supported by the results of our survey.
We also tested whether our qualitative respondents would want the Simpler Annual Statement to use
consistent phrases, so for example if a gain was described as “After any charges, the value of the
investments in your Plan have increased”, a loss would be described as “After any charges, the value
of the investments in your Plan have decreased”. This is a nice to have, and is recognised to work
better for some phrases where there is a more natural flow of language, but was not seen as absolutely
necessary.
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Figure 27: Member preferences for describing investment gains and investment losses

Q9. The money in your pension is invested. In some years, these investments will perform well and go up in value. There are
different ways we can describe this. Which of these phrases do you think is the easiest to understand? Q9a. In some years,
these investments will not perform well and will go down in value. There are different ways we can describe this. Which of
these phrases do you think is the easiest to understand?
Base: All DC pension members aged 22-65 (1,000)
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Conclusions

The findings from this comprehensive research programme are clear; members think that the Simpler
Annual Statement is simple, easy to understand, and jargon-free. As a result, they are more likely to
read it and understand its key messages. Some members went as far as saying if they were designing
a statement from scratch, this is how they would want a statement to look.
The length of the document is crucial to its success; two pages feels very manageable and, in practice,
can be read in under five minutes by even the slowest readers. In contrast, the members who took
part in this research often complained that their current statements were too long, contained too
much information which made it difficult for them to focus on the salient points, and were practically
impossible to easily compare and contrast.
Perhaps not surprisingly, members said they that they would focus their attention on the factual
information contained in the first page, rather than the future ‘calls to action’ on the second. The
clear, very visual layout of the first page means that they are quickly able to assimilate the key
information that they are looking for; their eyes are immediately drawn to the headline figures in the
circles. The ‘Money In, Money out’ table makes it abundantly clear (often for the first time) that their
pension money is invested, not saved, and that there are charges to pay.
Whilst very small amendments will be needed to fine-tune the documents tested here, this research
has provided clear insight into members’ format preferences and has given some unprompted
suggestions for improvement. Furthermore, in areas where the industry has struggled to decide on a
consistent terminology, members have given a clear steer on the wording which would work best for
them.
Many members in this research already reported having multiple DC pensions, and predictions by the
Pension Policy Institute suggest that we may have up to eleven jobs in our lifetime. Having a consistent
format for pension statements going forward will undoubtedly help members navigate and assimilate
information from the plethora of schemes that will form their future DC pension savings. The
expectation is that the Simpler Annual Statement will be the compliant template for the industry to
adopt, and indeed a small number of providers will begin implementing the Simpler Annual Statement
from Autumn 2018. Member feedback from these early adopters will undoubtedly result in future
refinements and work is already in the pipeline to harmonise the assumptions underlying future
income projections. Nevertheless, this research demonstrates that the statement, as it stands, is a
very solid foundation for the industry to build on.
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