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Legal information 

© NEST Corporation. All rights reserved. This information does not constitute financial, 
investment or professional advice and should not be relied upon as such. Reproduction 
in any form of all or any part of these slides is prohibited. 
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Living longer and working less 
Notes: 
1. OADR = old age 

dependency ratio. SPA = 
State Pension Age.  

2. Working age population is 
defined as individuals aged 
16 to SPA.  

3. Ratios between 1971 and 
2010 are based on mid-year 
population estimates. From 
2011 onwards, ratios use 
2010-based mid-year 
population projections.  

4. SPA changes are those 
contained in the Pensions 
Acts 1995, 2007 and 2011. 
For the purposes of this 
analysis, the changes are 
applied to the UK 
population, but it should be 
noted that pensions in 
Northern Ireland are a 
devolved matter and 
legislation equivalent to the 
Pensions Act 2011 is still 
under discussion.  

Source: Population estimates and 2008-based principal population projections, Office for National Statistics 

Number of retired  
people per 1,000  
people of working age 
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‘Pillar 2’: private sector pensions pre-reform 

68% 

32% 

Employers not offering pension
provision

Employers offering pension
provision

Source: Employers' Pension Provision (EPP), April 2014, Department for Work and Pensions 
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Unavoidable choices 
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Higher taxes 
for State 
Pensions 

State spending on pensioners 
from 6-11 per cent GDP 

More 
private 
saving 

Private pension incomes 
for over 65s from 2.2-
7.4 per cent GDP 

Higher  
average 

retirement  
ages 

Average retirement age 
increase from 61-63 to 70 

30 per cent 
decline in 
pensioner 
incomes 

and/or 

and/or 
In 2005 the 

Pensions 
Commission set 
out the choices 
facing UK policy 

makers 
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Changing behaviour – the spectrum 

Compulsion, 
taxation, 

fines 

Information, 
regulation 

Traditional economics 

Nudges, 
defaults 

Choice 
architecture 

Behavioural science 

Paternalism
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Applying behavioural insights to pensions 
“Traditional” approach Behavioural barriers NEST approach 

Incentivise and promote  
pension saving 

Discounting, present bias, 
myopia, status quo bias, future 

self distance… 
Automatic enrolment 

Make members choose options Bounded rationality Well-governed defaults 

The more options the better The paradox of choice Well-selected choices 

Encourage people to save more Procrastination Phased contributions 
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Auto enrolment – what’s changed? 
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Employee: 
 

Do nothing  
= don’t save 

 

Employer: 
 

Chooses 
whether to 
contribute  

Market: 
 

Doesn’t 
support 
lower 

earners 

Before auto enrolment 

Saving is for  
the minority 

After auto enrolment 

Employee: 
 

Do nothing 
= save 

Employer: 
 

Must  
contribute 

NEST: 
 

Designed for 
everyone 

Saving is  
the norm 
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Timetable: ‘save more tomorrow’ 
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Oct  
2012 

Feb  
2014 

Apr 
2014 

Apr 
2015 

Nov 
2015 

Employers with 
250 or more staff 

Employers with  
50 to 249 staff 

Employers 
with 30 to 
49 staff 

Employers 
with fewer 

than  
30 staff 

Aug 
2015 

Oct  
2015 

April 
2017 

1% employer contribution 2% employer 
contribution 

3% employer 
contribution 

April
2018 

April 
2019 

0.8% member contribution 2.4% member 
contribution 

4% member 
contribution 

0.2% tax relief 0.6% tax relief 1% tax relief 
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Total contribution = 2% = 5% = 8% 
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Results so far 
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9m 
people enrolled 

Over 

6.4m 
members 

NEST has over 

77% 
think it’s a good idea 

£2.6bn 
AUM 

and over 

8% 
opt-out rate 
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Inertia: opt-out breakdown 
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0%

10%

20%

30%

40%

50%

60%

16-25 26-30 31-40 41-50 51-60 61-70 All

Opt-out rate total

Opt-out rate men

Opt-out rate women

Age 
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Opt-out by employer size and timing 

0%

2%

4%

6%

8%

10%

12%

14%

16%

18%

Average opt-out in first three months Average opt-out rate after first three months Overall opt-out rate
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Inertia: a better way to opt? 

Save for a 
rainy day 

Save for 
a goal 

Start saving 
later 

Stop saving 
Opt out 

Opt down 

Save more 

Save less 

Enrolled 

Opt   sideways 

Opt later 

Opt up 

Oct 
18 
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Investment: defaults and choice architecture 
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Single year target date funds Risk diversified No mechanistic life-styling 

Strong defaults 

Curated options 

NEST Pre-
retirement Fund 

NEST Lower 
Growth Fund 

NEST Higher 
Risk Fund 

NEST Sharia 
Fund 

NEST Ethical 
Fund 



© NEST Corporation 2016 

NEST Insight 

Big data  
sets 

Access to 
population 

Technical 
knowledge 

Sponsors and 
grant-giving 

bodies 

Academic 
partners 

Analytics 

Primary 
research 

Field  
trials 

Better outcomes for defined contribution savers 
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NEST Insight research themes 
Understanding and influencing members’ behaviour in relation to their 
retirement saving 

 
Understanding the broader financial and social context of people’s 
retirement saving and the influence that has on their retirement outcomes 

 
Identifying and sharing lessons from the experience of establishing NEST that 
could be relevant to a broader audience and encourage innovation in the 
sector 
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Visit www.nestpensions.org.uk 
 

 

Follow us @nestpensions 

 

Connect with us at facebook.com/nestpensions 
 

 

What next? 
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http://www.nestpensions.org.uk/yourretirementsavings
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