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SMALL BUSINESSES NOT STAKING THEIR FUTURE ON STAKEHOLDER  

Nearly half (45 per cent) of all small businesses1 are now offering some form of pension scheme for their employees, but many are finding staff reluctant to stake their future in a stakeholder according to a new report sponsored by Lloyds TSB Business.

While almost half (46 per cent) of those offering stakeholder have set up schemes with employer contributions, and even though a fifth of firms exempt from having to offer a stakeholder scheme are choosing to do so voluntarily, companies are reporting a low take-up by eligible staff. This is of particular concern given that none of the entrepreneurs taking part in the research thought that in ten or more years' time most people would have an adequate income on retirement.  

Stephen Pegge, head of external communications, Lloyds TSB Business, says: "Most business owners feel that a contributory pension scheme offers important benefits for employees and believe that the individual has a joint responsibility with the State for pension provision. But many firms fear the amount of regulation involved and perceive the stakeholder system as complex, bureaucratic and, crucially, with limited tax advantages. Recent market uncertainty appears to have added to the general lack of confidence. More than ever this suggests that firms need good information and advice."

Les Ely, owner of CL Panelcraft in Essex, which employs around 30 staff, claims that this apathy is because of genuine concerns about how much real value a pension plan will have by retirement age.  
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Les Ely says: "When stakeholder was introduced I wrote to all my employees advising them that I'd be offering the scheme and that this was an opportunity to plan for their old age. Not one person took it up. I then sat down with them all to talk about it and make sure that they knew it was there. To date I've not had a single taker."

While employees are not embracing the stakeholder concept, business owners are warming to the idea of planning for their own retirement - nearly half (48 per cent) are in a pension scheme themselves.  Even these business leaders, however, aren't relying entirely on their pension for retirement, with 70 per cent believing that they will eventually have to use their company as a realisable asset. 

Stephen Pegge adds: "It's concerning that the need to boost cash in retirement could prevent good businesses being preserved and passed onto the next generation. This could have a knock-on effect on the wider economy and employment."
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Notes to editors:

1The research was conducted predominantly amongst small firms (rather than sole traders) with fewer than 50 employees. 

The research was carried out for Lloyds TSB by the Small Enterprise Research Team at the Open University Business School. The report is based on responses from a panel of over 350 small businesses within Britain drawn mainly from the manufacturing, business services and retail/distribution sectors of the economy. 

The Small Enterprise Research Report (£30) is available to order from the Serteam website (www.serteam.co.uk) or contact telephone number: 01908 655831.

Case studies are available by contacting the Lloyds TSB Press Office.
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