
 

 

Business case for Corporate Platforms 

  

There has been a revolution in the pensions world; there are now more employees in DC pension schemes than 

DB schemes, it is no longer always best to remain in a company pension scheme and auto enrolment into 

pension schemes will start in 2012 with expected huge increase in costs for some companies. Most 

dramatically, compulsory retirement ages have been banned so employees can choose to carry on working for 

as long as they want. All of this is happening against a backdrop of major cost cutting exercises being carried 

out by almost every UK employer as a response to the current economic uncertainty. 

 

In this chapter, we look at the business case for companies to sign up for a Corporate Platform. We will 

highlight the different financial drivers for all the parties; the costs and benefits of a Corporate Platform and 

show how to build the business case. Finally, we will make reference to how the deployment of the platform 

needs to link with the company’s strategy 

 

Market landscape 

There are two major issues that should make every employer examine the effectiveness of their employee 

benefit provision.  

 Age discrimination and employment laws make it harder to impose retirement on employees, creating 

a need for the employer to encourage employees to save for retirement. Some companies offer 

“health & wealth” education programmes to demonstrate corporate responsibility but these 

programmes also need to ensure that employees plan for their retirement. 

 NEST will require companies to pay 8% of salary into employees pension scheme plus auto enrol 

employees into the scheme, requiring a positive action for employees to opt out of the scheme. For 

some companies, this will mean a significant increase to their employee benefit costs. 

 

With the high probability of spiralling costs, companies need to ensure that they get “value for money” through 

increasing the employees’ appreciation of the total benefits package. In simple terms, the employer needs to 

work out how to get the employee to value his or her benefits at the same or more than the cost to the 

employer.  

 

Financial drivers 

 

Costs 

There are different costs, all pulling in different directions only some of which the employer can control..   

 

Auto-enrolment – On average, 60% of employees generally join their employer’s pension arrangement. It is 

estimated that on average, auto enrolment will increase this take up rate to 80%. Based on an Employer 

contribution rate of 5% of payroll, this may increase the pension contribution by 1% of payroll. 

 

Age discrimination – Pensions provided DC pension schemes are lower than DB pensions for the simple reason 

that the contributions paid into DC schemes are lower. DB plans generally require contributions of more than 

20% of salary. In contrast, the average contribution to a DC scheme is less than 10% of salary, less than half of 

its DB equivalent. In addition, the State Pension Age is being increased to age 66 from 2020 and there are plans 

of pushing it up to age 68. The consequence of both of these factors is that employees may decide to continue 

to work for a further 3 years beyond the retirement age that used to be imposed by the company. 
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Turnover – The exit of an employee results in costs to the employer; the cost of recruiting a replacement, the 

training costs of the new employee and the lower productivity of the new employee in the initial period of 

their employment 

 

These first three costs are incurred by the employer but largely outside its control except for the last one 

where staff turnover can be reduced through an HR strategy that makes the company a “good place to work” 

with high employee satisfaction. 

 

The other costs are those associated with delivering the benefits package. As well as the explicit cost of the 

benefits, there are also the additional costs of delivering the benefits package, which include: 

Administration of the benefits – There will be the in-house costs incurred for administering the benefits and the 

one-off costs where changes to the benefits are made. 

 

Cost of the platform – A benefit highlighted by the providers of Employee platforms is the reduction to the cost 

of administering the benefits. The quid pro quo is the cost of the platform. These have reduced significantly 

from the early days when the cost was typically £10 per month per employee to £1 to £3 per month per 

employee. 

 

On the other side of the equation, the cost of the pension contribution can be reduced through the use of 

salary sacrifice. Salary sacrifice is not as straightforward as it looks with it necessary to consider the impact on 

State and other benefits especially if it is being introduced for the first time. 

 

Benefits and drivers 

Until recently, employers have not been obliged to contribute to a pension scheme for an employee or to offer 

any benefits. Ironically, those Employers that have done so have been hit with a barrage of regulation that has 

hiked up the costs, possibly making them wish that they had simply paid the employee a salary. 

 

All of this is set to change, with the introduction of auto enrolment from 2012 onwards. With it being 

compulsory to contribute into an employee’s pension scheme unless the employee actively opts out, 

employers need to consider the effectiveness of their benefits package. 

 

There are three key stakeholders in the employee benefits strategy. 

The Finance Director – More than ever, the FD’s focus will be on reducing costs but employee apathy that in 

the past reduced the pension contribution will have the opposite effect in the future with auto-enrolment. In 

addition, there is a strong financial incentive to get employees engaged in saving for their retirement so they 

do not remain in work because they cannot afford to retire. Ideally, employee benefit packages need to 

minimise the financial risk to the company and be tax-efficient. 

 

The HR Director – All good HR directors will be keen to ensure that the employee benefits are aligned to the 

corporate strategy. In most cases, this strategy is a benefits package that attracts and retains key employees. 

At a high level, this will only be achieved if the employee appreciates the value of the benefit package, which 

can only be achieved if the benefits are tailored to meet individual needs and the benefit plus the options are 

effectively communicated. This has become more important than ever with the freezing of the Lifetime 

Allowance and the move from DB to DC schemes. Attracting senior executives now requires more bespoking of 

the benefits package to take into account their existing accumulated pension benefits.  
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The employee - Most employees are acutely aware that they need to save more towards their retirement; the 

industry does not necessarily make it easy for them to act. In addition, many employees are confused or do not 

see the relevance of pensions. There is a further complication. Since 2006, being a member of a pension 

scheme may no longer be beneficial especially for senior executives, as stated above, that have significant 

existing pension entitlements. At the other end of the scale, the complexity of State benefits means that the 

value of retirement savings for lower paid employees is sometimes questionable, although this may change if 

the Government does introduce a single flat pension.  

 

All of these different drivers mean that employers need to take a more holistic approach to meeting the 

varying and similar needs of the employees, whilst at the same time, offering a benefits package that is simple 

and easy to understand and administer. 

 

The business case 

Offering a cutting edge employee benefits package that is aligned to the business strategy can deliver benefits 

to the employer that are tangible and therefore have a value. A good employee benefits package is a win-win 

for the company and the employees.  

 

Instead of solely costing the benefits, it needs to be measured by the return on investment. The returns 

generated from a good employee benefits packages are: 

 reduction in recruitment costs – agency costs, advertising costs, disruption and unproductive time created 

whilst on-boarding a new employee, 

 reduction in employee numbers – employers cannot afford a growing workforce as a consequence of the 

removal of compulsory retirement age and 

 reduction in benefit costs – the cost of employee benefits can be reduced by using tax efficient plans, 

sourcing products at the best price and keeping the administration costs to the minimum. 

 

The box below gives an example of a business case for introducing a corporate platform. 



 4 of 1 

 

 
For employees, having benefits that are relevant to their situation and are sourced on their behalf by the 

employer is a huge value. The workplace is the ideal place to source information, look at options and make 

financial decisions, knowing that your employer has put together a package of benefits that can be tailored to 

meet the needs of all the employees. 

 

 

 

 

 

 

  

 

CURRENT POSITION 
Workforce = 600 employees 
Payroll = £18m 
 
Benefits 
Take up rate = 57% expected to increase to 80% 
Employer pension contribution = 5% of payroll 
 
Life cover = 4 x salary; cost = 0.9% of payroll 
 
Costs 
In-house administration = 1 full time employee 
1% annual management charge on pension including 
commission paid to adviser 
 
Total annual cost 
Pension contribution £    900,000 
Life cover   £    162,000 
   £1,062,000 
 
 

NEW CORPORATE PLATFORM POSITION 
 
Change in benefits 

 Benefit choices in platform 

 Employer contributions through salary sacrifice 

 Pension contribution reduced to 4% 

 Adviser paid explicit fee 

 Annual management charge on pension reduced to 
0.5% per annum 

 Flex offered on life cover 
 
Impact 

 In-house administration reduced to ½ FTE 

 Employee turnover reduced by ½ % 
 
Total annual cost 
Pension contribution £    900,000 
Life cover   £    162,000 
Cost of platform   £     21,600 
Adviser charging   £     33,000 
In-house administration (£       7,500) saving 
NI saving   (£   115,200) saving 
Turnover saving  (£     22,500) saving 
     £  971,400  
      


