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“Scheme members are not always as engaged as our 
industry would hope. What are some of the fundamental 
idiosyncrasies of consumer behaviour, and how can 

our industry use them to our members’ benefit?”

@B_I_Tweets @Lis_Costa_



 Part of a broader problem recently highlighted by CitizensAdvice - e.g. “loyalty penalty”

 Auto-enrolment is a double-edged sword: 

 An opt out system allowed for a huge increase in proportion of employees saving for a pension

 But inertia also means these members are unlikely to increase contributions or take other actions

LACK OF ENGAGEMENT IS NOT EXCLUSIVE TO THE
PENSIONS INDUSTRY

Source: The Independent (2018) @B_I_Tweets @Lis_Costa_



THE BEHAVIOURAL INSIGHTS TEAM

@B_I_Tweets @Lis_Costa_



 Complexity
 Information overload
 Choice overload

BIASES ACROSS THE PENSION JOURNEY

Opt out default 
harnesses inertia

Minimum contribution 
3% + 2% (inadequate!)

 Inertia + status quo bias
 Optimism bias
 Present bias

Pension freedoms

RetirementAccumulationAuto-
enrolment



HOW BEHAVIOURAL 
INSIGHTS CAN HELP:

PERSONALISED,
TIMELY PROMPTS

@B_I_Tweets @Lis_Costa_



EXAMPLE 1: CAN A “PENSION PASSPORT” 
INCREASE ENGAGEMENT

Call to action: explicit next steps
(e.g. to seek guidance and shop around)

Simple: all the essential information a 
customer needs (e.g. to access open market 
options) presented on one page

Salient: the most important information 
is highlighted (e.g. the value of their 
pension, type of scheme)

Personalised: addressed to an individual 
and with tailored information about their 
fund and options  



Consumers were more likely to:

 Visit the website

 Contact the Pension Wise helpline

 Say the information they were sent prompted them 
to think about/take action

 Find knowing who to speak to about their decision 
‘easy’ as opposed to ‘hard’

EXAMPLE 1: CAN A “PENSION PASSPORT” 
INCREASE ENGAGEMENT

The Pension Passport 
increased engagement

ten-fold



EXAMPLE 1: CAN A “PENSION PASSPORT” 
INCREASE ENGAGEMENT



EXAMPLE 1: CAN A “PENSION PASSPORT” 
INCREASE ENGAGEMENT

@B_I_Tweets @Lis_Costa_



 In the UK, 9.5 million households 
can save over £300 a year by 
switching energy supplier

 Status quo bias: People tend to stick 
with what they know and avoid the 
uncertainty of switching

EXAMPLE 2: ENCOURAGING CONSUMER SWITCHING –
LEARNING FROM OTHER MARKETS



EXAMPLE 2: ENCOURAGING CONSUMER SWITCHING –

Ofgem’s Behavioural Insights Unit 
tested the ‘Cheaper Market Offers 
Letter’

Was a letter from a 
supplier more 

effective than a letter 
from the regulator?



 Overall impact of prompts is modest

 This is because baseline for engagement is very low

 How else to use our understanding of consumer behaviour?

ARE PERSONALISED, TIMELY PROMPTS ENOUGH?

@B_I_Tweets @Lis_Costa_



HOW BEHAVIOURAL 
INSIGHTS CAN HELP:

SMART DEFAULTS ACROSS 
THE PENSIONS JOURNEY

@B_I_Tweets @Lis_Costa_



 Default post-
retirement 
distribution 
options are powerful 
(review in Beshears et 
al., 2009)

DEFAULTS CAN POWERFULLY SHAPE CONSUMERS’
PENSION JOURNEY

RetirementAccumulationAuto-
enrolment

 Opt-out workplace 
pensions are 
extremely effective 
(UK: <10% opt-out)

 Defaults work better 
than incentives 
(Chetty et al., 2014)

 Savers stick with the default 
contribution rates (up to 11% 
of pay in Beshears et al., 2017)

 Savers follow default asset 
allocations (review in 
Beshears et al., 2009)

Pension freedoms

http://www.nber.org/papers/w12009.pdf
http://www.nber.org/papers/w18565
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3050562
http://www.nber.org/papers/w12009.pdf


 When offered the default rate many passively accept it

 But had they been forced to make a choice on their own, some would have selected a 
higher rate (Madrian & Shea, 2001)

 Auto-escalation can increase savings and align customer
preferences with their behaviour

EXAMPLE 3: BUILDING IN AUTO-ESCALATION

Application: Save More Tomorrow (Thaler & Benartzi, 2004)

1 - Employees commit now to increase their saving rate later 
(leverage present bias and future inertia)

2 - Planned increases in the saving rate are linked to pay raises 
(diminish loss aversion) 

3 - Once employees sign up they remain in it until they reach a 
preset limit or choose to opt out (leverage inertia)



 Auto-enrolment helps to get people saving

 Now we need to broaden the scope and apply insights on consumer behaviour to the 
entire pension journey

WRAPPING UP

 E.g.: NEST research on using savers’ 
interest in responsible investment to 
increase their engagement

 44% agree that info on responsible 
investment makes them more 
interested in their pension


