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Exploring the employee benefit trends
shaping UK SMEs



YouGov

Howden commissioned YouGov to conduct
online interviews among benefits decision-
makers in UK small and medium-sized
companies (SME).
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We are delighted to share the findings from our research
into employee benefits at UK small and medium-sized
companies (SMEs). SMEs are particularly significant to
Howden, because we were once one ourselves. That means
we understand first-hand the challenges and opportunities
that directors and decision-makers face.

Howden might now be a large global organisation, but our
roots are still very much in the SME market. We have the
teams, expertise, culture and products in place to look after
you and your employee benefits needs, for today and for
the future.

Executive Director, SME
Howden Employee Benefits
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The last few years have been tough for all sizes of
business, at every stage in their development. For
SMEs, the vast range of challenges facing business
owners means that employee benefits may have been
far from top of the priority list for decision-makers.

But there is no doubt that to compete and to grow, SMEs need to be able to
attract and retain top quality talent with skills that are often in short supply.
They are now finding themselves competing in a talent pool with much larger,
better established companies for the same candidates, and employee
benefits can be a great differentiator. SME businesses of all sizes and sectors
can offer a comparable, or even better, employee benefits package than

that offered by a large multinational, if they work with the right partner to
supportthem.

We asked over 900 SMEs with between 1 and 250 employees about their
current employee benefits, future plans, and challenges. The findings show
that most employers already offer benefits such as pensions and healthcare
support, helping people save for the future, and crucially to remain well and
productive at work.

Health benefits such as private medical insurance (PMI) are a win-win for
employers and employees. Businesses gain from greater productivity
through less sickness absence, and if an employee does becomeiill, froma
faster return to work. Employees know that their employer is committed to
supporting their wellbeing and have the peace of mind of accelerated good
quality care should they become sick.

For the future, SMEs of all sizes are keen to explore more choice with their
benefits. Alongside the core areas of pensions and healthcare, a flexible
benefits package enables employees to choose options that are relevant to
their lifestyle and circumstances. As a business grows and employee profiles
become more diverse, this is a great way of offering tailored choices that will
appeal to first-time workers, parents and carers, employees preparing for
retirementand many others.
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Depending on scale, SME businesses will have a
diverse range of levels of expertise when it comesto
implementing these ambitions. Plans risk getting put
on hold or given a lower priority than other business
activities and lose momentum.

By partnering with a dedicated benefits specialist that
understands the priorities, challenges and ambitions
of SME businesses, employers and business owners
canfocus on the big picture of business growth, while
knowing that current and future employee benefit
needs are being well managed.

That relationship has to work for the long-term too, as businesses scale up,
plans change and the workforce becomes more diverse. Howden Employee
Benefits understands the wide range of challenges that SMEs of all sizes face,
as we work with them every day. We're experts in supporting SME companies
at whatever stage they are at, whether itis creating manageable benefits
solutions that let SMEs compete with much larger companies for top quality
expertise, harmonising benefit structures as businesses integrate through
merger or acquisition or simply reviewing current arrangements to maximise
the value you derive from them.

So whatever stage your business is at in its development, we can build a
benefits strategy that will help you grow, attract top talent and create a positive,
productive business for the future.
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Key survey findings

About the research

Who we asked...

901

benefits decision-
makers in UK SMEs

520

SMEs withup to

30 employees (for
this report we have
referred to these as
small SMEs)

198 183

SMEs with 30 to 99 SMEs with 100 to
employees 249 employees
(mid-sized SMEs) (larger SMEs)

Responsibility for benefits

All respondents had responsibility, either jointly or
solely, for employee benefits decision-making.

AllSMEs

35% 43%
Up to 30 employees

33% 48% 18%

30-99 employees
33% 39% 28%

100-249 employees

43% 339%

. Solely responsible
‘ Jointly responsible with others

' Involved but others are primarily responsible

10 Howden Employee Benefits

Business size

58%

22%

20%

' Up to 30 employees
@ 30-99 employees
@ 100-249 employees



About the
respondents

What we asked

Job titles include Owner/Proprietor, Partner/Managing Partner, CEO, Chief
Operations Director and Managing Director.

Industry sectors including manufacturing, construction, professional,
scientific and technical activities, information and communication, and
financial and insurance activities.

Howden Employee Benefits commissioned YouGov to conduct online
interviews among benefits decision-makers working in startup businesses
inthe UK.







What benefits do SMEs offer?

Current
employee benefits

We asked: Which, if any, of the following benefits
are available to all or some of the employees in

your organisation?

85%

Workplace
pension
scheme

46%

Group life

assurance
(Death in service)

33%

Critical illness
insurance

28%

Flexible benefits
package

where employees choose

the benefits that mean
the mostto them

33%

Private
medical
insurance

35%

Virtual GP

32%

Dental
insurance

27%

Key person
insurance

49%

Mental health
and wellbeing
support

33%

Lifestyle/
gym discounts

29%

Group
income
protection

26%

Health cash
plan
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Overall findings

15% Workplace pensions

of SMEs
do not offer
aworkplace

pension Auto-enrolment legislation says that employers of
all sizes must offer eligible employees a workplace
pension scheme. Although most (85%) SMEs already
do so, that means there are around 15% who are
not fulfilling their legal duties. Any SMEs without a
workplace pension should address this immediately to
avoid reputational risk and potentially significant fines
for non-compliance.

Future employees will also now expect to be provided with a pension as part
of their workplace benefits, so offering a good quality scheme has great
advantages for recruitment and retention.

84% Health and wellbeing

of larger SMEs

offer private

medical insurance
Although around half of SMEs overall offer health
and wellbeing benefits, there are clear differences by
company size. For example, 84% of larger SMEs offer
PMI, compared to just 35% of SMEs with less than 30
respondents. This patternis repeated for other benefits
such as group life assurance, where 79% of larger SMEs
provide cover, but only 28% of small SMEs do so.

Mental health and wellbeing supportis a priority, with almost half (49%) of all
SMEs now providing this benefit. Again, the extent of support relates directly
to business size, with 30% of small, 68% of mid-sized and 84% of larger SMEs
offering support.
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Automatic enrolment —
why every business
must get it right

Since 2017, every business of every size is
legally required to provide a pension scheme and
automatically enrol eligible employees into it
(termed auto-enrolment).

Failure to do this can attract hefty fines. The Pensions
Regulator, which oversees auto-enrolment compliance,
can charge a fixed penalty of £400 —but can also apply
a daily escalating penalty from £50 to £10,000.

There is also the risk of reputational damage, which
will make it more difficult to attract and retain high
quality talent. Our research shows that across all sizes
of SME businesses, workplace pensions are the
benefit most likely to attract potential candidates, so
it's vital to get this right both from a legal and business
growth perspective.
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Overall findings

Are benefits having We asked: To what extent do you think the employee
animpact? benefits provided by your organisation impact each of
the following areas?

A productive and

8‘1 O/O healthy workforce

of larger SMEs said
their benefits are

driving a productive Improving company
and healthy workforce culture and morale
Attracting and

retaining talent

Mental wellbeing
of employees

Physical wellbeing
of employees

Lower
staff turnover

Just over half of all SMEs believe their employee benefits are having a wider
effect on their business. This is very positive, with SMEs of all sizes making the
link between benefits and a productive and healthy workforce in particular.

Given that larger SMEs are more likely to offer health and wellbeing benefits,
it's no surprise that the bigger the business, the greater the perceived impact.
Over four out of five (81%) of larger SMEs said that their benefits are driving a
productive and healthy workforce.
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66

There’s a common misconception that employee
benefits like group private medical insurance or life
assurance are only suitable for large businesses. This
simply isn’t true. With NHS waiting lists growing and
employee wellbeing becoming more critical than ever,
these benefits are now essential tools for businesses
of all sizes, including SMEs.

Thanks to our strong relationships with leading
insurers, we can negotiate exclusive, tailored solutions
for SMEs at every stage of growth. This allows SMEs

to compete with much larger organisations in offering
high-quality, comprehensive benefits to employees, a
crucial factor in attracting and retaining top talent.

Sacha Cooke

Head of SME
Howden Employee Benefits




Overall findings

What are SMEs’ benefits priorities?

We asked: Which of the following do you see as top
priorities for how your business offers benefits to
employees over the next two years?

Aligning benefit provisions
with employee wants and needs

24% Enhancing core benefits offered to employees 20%

of la rger Expanding employees’ access to benefits 17%

businesses Adding/enhancing flexibility and 17%
choice of benefits offered to employees °

are focused e

ey Incorporating wellbeing into overall benefit strategy
on flexibility of "
benefit choice Maximising return on investment from benefit spend 14%

Enhancing communication of benefits to employees 12%

Focusing on technology and 9%
automation in administrating benefits °
Examining eligibility and coverage of benefits offered
(e.g. spouse/partner, children, other family members)

]

X
)
N
R

Another priority

2%

Don't know

Employers need to have a long-term plan for their benefits strategy, to make
sure they are spending budget effectively and focusing on employee needs.
We asked participants to pick their top two priorities for benefits over the next
two years.

Developing a strong core benefits offering and meeting employees’' needs
are priorities for all sizes of SME. Larger businesses are also more focused on
flexibility of choice, with 24% citing this as a priority compared to 17% overall.

Small SMEs are less certain about their benefits priorities than other
respondents, with 35% saying they don't know what their priorities are for the
future, compared to just 5% of larger SMEs and 11% of mid-sized respondents.

18 Howden Employee Benefits



Are benefits fit for purpose?

Top three benefits We asked: When recruiting, what specific employee
that potential benefits are potential hires frequently inquiring about
candidates ask about or seeking?

29%

None of

these
Meeting We asked: To what extent do you agree that the
employees’ needs benefits your organisation currently offers to

employees are meeting everyone's needs?

13% 7%

Across SMEs overall, 56% of businesses are confident that their benefits

Strongly agree are meeting employees' needs. Larger SMEs are the most positive, with 71%
saying that they strongly or somewhat agree that their offering is aligned with

Somewhat agree what employees want.

Neither agree or disagree However, one in five (20%) of all SMEs feel that they have work to do to make

sure benefits match employee needs. That could be a sign that as businesses

Somewhat disagree . . . .
® 9 grow, they need to evolve their benefits strategies to meet more diverse needs,

@ Strongly disagree or that they aren't yet fully aware of what employees want. Working with a
broker such as Howden Employee Benefits can help any SME create a future-
Don't know proof benefits plan that grows and changes with their business.

Employee benefit trends shaping UK SMEs 19



Overall findings

What are SMEs’ future benefits plans?

Anticipated changes
to benefits

( Extensive change required
Significant change needed
' Some change necessary
Minimal change required
@ Nochange needed

@ Don'tknow

77%
recognise that
they need to make
atleastsome
change to their
benefits strategy

We asked: To what extent, if at all, do you believe the
benefits your organisation offers employees (both
existing and new) will need to change in the next

few years?

16%

Over three quarters (77%) of respondents recognise that they need to make at
least some change to their benefits strategy, with 16% believing that significant
or extensive rework is required. Large and mid-sized SMEs are more likely to
believe they need to make change than small SMEs, with 88% of both sizes of
business expecting to have to rethink their benefits.

Almost a quarter (23%) of small SMEs say that they don't need to make any
change at all, compared to just 8% of mid-sized and larger SMEs. This could
reflect concerns about benefit costs, or the positive message that smaller
businesses are more in touch with employees day-to-day.

20 Howden Employee Benefits



Benefits that SMEs
plan to introduce
or change in the
near future

Health and wellbeing

Flexible benefits
and discounts

Pensions

Protection

We asked: Which, if any, of the following benefits do you
think will need to be introduced or changed in the near
future in your organisation? (top 10 answers shown)

Mental health and wellbeing support
Private medical insurance (PMI)
Dental insurance

Criticaliiliness insurance

Virtual GP

Flexible benefits package

Lifestyle/gym discounts

Workplace pension scheme I 0%

Ensure employees have savings for retirement, promoting long-term
financial security.

Group life assurance
(deathinservice)

Group income protection
(long term disability cover)

SMEs are focused on future benefits flexibility, with 29% saying that they will
introduce flexible benefits for the first time, and 18% intending to extend their
offering. More than a quarter (26%) plan to introduce PMI, perhaps reflecting
the growing importance of employee wellbeing, its link to productivity, and
employee expectationsinjob interviews.
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Overall findings

What are the benefits challenges
for SMEs?

Factors impacting We asked: Which two factors do you think are having
business and the the biggestimpact on business and your workforce
workforce right now?

Economic challenges with
the cost-of-living crisis

Challenge in recruiting and
retaining skilled talent .

Lack of budget to deliver
benefits programmes

Differing wants and needs
from your workforce

Waiting times pressures on the NHS and
employees off work waiting for treatment

Employee mental health challenges

Lack of employee engagement with
benefits programmes

Another challenge

After half a decade of challenging economic conditions, the cost of living
continues to have a big effect on the workplace. We asked respondents to
choose the two factors that are having the most significantimpact on their
business and employees. Around half of respondents in every size of SME
identified economic factors as a key challenge.

Challenges in recruiting and retaining skilled talent is also impacting SMEs of all
sizes, with around a third of businesses claiming this is affecting them. Offering
a competitive employee benefits package can help SMEs attract and retain
people with the skills and experience their business needs to grow.
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Key actions for SMEs

O1
02
03
04

Keep on top of legislation

there are key requirements for all SMEs, such as offering a qualifying
pension scheme in line with auto-enrolment laws. Not complying can lead
to fines and reputational damage, so it's crucial to remain up to date with
currentlegislation.

Be bold when exploring benefits

There are innovative, affordable employee benefits options for any size
of SME, both for core benefits and flexible packages. Howden Employee
Benefits can work with you to find products that fit your needs and can
grow as your business expands.

Look after employee health and wellbeing

Benefits such as private medical insurance are highly valued by employees,
and potential hires recognise the important role employers can play in
supporting their health. Talk to a broker like Howden Employee Benefits to
access insurance products that are tailored to the needs and budgets of
small businesses, with no compromise in cover.

Think about flexibility

Employees have diverse needs and will find value in different types of
benefits. By offering a flexible package, you can be comfortable that your
people will have access to benefits that really mean something to them.
That helps with employee retention, as well as attracting new candidates to

‘ abusiness.
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What benefits do small SMEs offer?

Current
employee benefits

We asked: Which, if any, of the following benefits
are available to all or some of the employees in your

organisation?

80%

Workplace
pension
scheme

28%

Group life

assurance
(Deathin service)

18%

Criticalillness
insurance

14%

Flexible benefits
package

where employees choose
the benefits that mean
the mostto them

35%

Private
medical
insurance

20%

Virtual GP

18%

Dental
insurance

14%

Key person
insurance

30%

Mental health
and wellbeing
support

19%

Lifestyle/
gym discounts

18%

Group
income
protection

12%

Health cash
plan

Up to 30 employees
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Small SMEs

Only 80% of small SMEs provide a workplace pension.
This is despite legal requirements for all businesses to
auto-enrol their employees into a compliant scheme
with suitable pension contributions.

Based on this finding, as much as 20% of employers may not be aware of their
legal obligations. Addressing auto-enrolment compliance should be a key
priority for any business that does currently not meet the regulations and where
abusiness is compliant, there is animplicit duty of care to ensure that their
pension scheme is delivering the best member outcomes possible.

Around a third of respondents offer health-related
benefits, including private medical insurance, and
mental health and wellbeing support. The impact on
a small business of employee sickness, especially
if it requires along-term absence from work, can be
significant and costly.

Just over a quarter (28%) offer group life assurance. This is a relatively
affordable benefit that gives peace of mind to employees and their families,
with many offering extra support benefits for areas like mental health and
wellbeing through anincluded EAP and virtual GP services, for example.

Howden Employee Benefits






Small SMEs

Are benefits having an impact?

Top three ways We asked: To what extent do you think the employee
benefits impact benefits provided by your organisation impact each of
small SME employers the following areas?

Almost half (49%) of small SMEs see the correlation between a productive
and healthy workforce, and the benefits that they offer. PMI, mental health and
wellbeing support, as well as other benefits such as virtual GPs support this.

A productive and
healthy workforce

49%

Improving company
of small SMEs see the culture and morale
correlation between
a productive and
healthy workforce,
and the benefits that
they offer Attracting and

retaining talent
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Top priorities for the
next two years

We asked: Which of the following do you see as top
priorities for how your business offers benefits to
employees over the next two years?

Don't know

Aligning benefit provision with
employee wants and needs

Enhancing core benefits offered to employees

Expanding employees' access to benefits

Adding/enhancing flexibility and choice
of benefits offered to employees

Maximising return on investment from benefit spend
Incorporating wellbeing into overall benefit strategy

Enhancing communication of benefits to employees

Focusing on technology and automation in
administrating benefits

Examining eligibility and coverage of benefits offered
(e.g. spouse/partner children, other family members)

Another priority

More than a third (35%) of small SMEs don't know what their priorities are for
employee benefits. This could be because they are relatively new to employee
benefits or are still getting to grips with ways to improve their strategy. By
taking a more strategic approach to benefits planning and thinking about
future priorities, small SMEs can make sure that the investment they make in
benefits is as effective as possible and helps them to address priorities such as
attraction and retention.

Enhancing benefits communication or extending benefits coverage —such
asincluding a spouse or partner within benefits —are very low priority. Small
SMEs might be able to communicate benefits by word of mouth or support
employees’ wider families on an ad hoc basis if needed, but as they increase in
size, this may no longer make sense. Thinking about communications that will
work for a growing workforce, and planning for a more diverse workforce in the
future could be good next steps.

Up to 30 employees
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Small SMEs

Top three benefits that We asked: When recruiting, what specific employee
potential candidates benefits are potential hires frequently inquiring about
ask about or seeking?

o)
9%
Mental health
and wellbeing

support
Meeting We asked: To what extent do you agree that the
employees’ needs benefits your organisation currently offers to

employees are meeting everyone's needs?

Justunder half of respondents agree that their benefits are meeting everyone's
needs. But over a quarter (26%) don't know or disagree. There is more that
small SMEs can do to make sure that their benefits are really delivering for
employees, especially as we've seen that aligning benefits with employees’
wants and needs is a priority for almost one in five (19%).

Strongly agree
Somewhat agree 8%
Neither agree or disagree
Somewhat disagree
@ Strongly disagree

Don't know
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Small SMEs

Anticipated changes We asked: To what extent, if at all, do you believe the
to benefits benefits your organisation offers employees (both
existing and new) will need to change in the next
few years?

Extensive change required

Significant change needed
8%
@ Some change necessary

Minimal change required

No change needed

Don't know

32 Howden Employee Benefits






Small SMEs

Benefits that We asked: Which, if any, of the following do you think
small SMEs plan to willneed to be introduced or increased in the near
introduce or change future in your organisation? (top 10 answers shown).

in the near future

Health and wellbeing Mental health and wellbeing support
Private medical insurance
Dental insurance

Criticalillness insurance

Virtual GP
Flexible benefits Flexible benefits package
and discounts Lifestyle/gym discounts
Pensions Workplace pension scheme I 559
Protection Group life assurance

(deathinservice)

Group income protection
(long term disability cover)
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Private medical insurance and mental health and wellbeing support are high on
the list of future plans, possibly boosting the 35% of small SMEs that currently
offer PMI and 30% with mental health and wellbeing support. Employers may
already be recognising the cost to business of mental ill-health with employees
unable to work as they wait for NHS treatment or seeing increased employee
expectations around workplace wellbeing benefits.

Four in ten small SMEs are focused on flexible benefits as part of their future
strategy. This is a definite area of growth, given that only 14% say they provide
flexible benefits at present. Supporting a more diverse range of benefits as a
business grows enables employees to choose what's important to them, and the
right platform can be easy to manage, even for time-poor small businesses.

Only 35% plan to introduce or change their workplace pension scheme. Thisis
surprising, given that almost a third of small SMEs (32%) say that they are asked
by potential candidates about the pension scheme atinterview, and 20% do not
appear to offer a company pension at present. Compliance with auto-enrolment
legislationis a crucial hygiene factor for any benefits strategy, but demonstrably
having a good quality pension scheme can be a great differentiator for hiring
future talent.
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Small SMEs

Factors impacting We asked: Which two factors do you think are having
business and the the biggestimpact on business and your workforce
workforce right now?

36

Economic challenges with
the cost-of-living crisis

Lack of budget to deliver benefits
programmes .

Challenge in recruiting and
retaining skilled talent

Waiting times on the NHS and employees
off work waiting for treatment

Employee mental health challenges

Differing wants and needs
from your workforce

Lack of employee engagement
with benefits programme

Another challenge

Allemployees and every business will have been affected in some way by the
challenging economic conditions of the last few years. This is bound to shape
employers’ and employees' current thinking about their benefits.

Alack of budget to deliver benefits programmes could be linked to economic
conditions as well as competing business priorities, especially in the early
years of a business. But employers don't have to address their entire benefits
wish-list at once. By developing a multi-year strategy, employers can use their
budget to meet both employees’ needs and business priorities over time.

Employers can also review the benefits they already offer to see if there are
cost savings or efficiencies. However, it's important to think carefully and
discuss with your consultant before cancelling or reducing benefits — this could
hit employee engagement and impact recruitment or retention.

Howden Employee Benefits



Be compliant

as an absolute minimum, make sure you are meeting legal requirements,
such as offering a pension scheme for auto-enrolment. Stay ahead

of changes in legislation (for pensions and wider benefits) either by
developing expertise in-house, or by partnering with an employee benefits
broker. We will always know the latest on legislation and can help small
businesses meet their obligations.

Understand why you offer benefits

ask yourself how employee benefits will help the organisation grow
existing talent, recruit new skills and experience, and fulfil its broader
business objectives. Identify what your long-term benefits plans are and
build a strategy to achieve those goals over time, when cost and business
time allows.

Meet employee needs

even with a small workforce, flexible benefits programmes alongside core
benefits such as pensions and health cover, can help employees choose
options that meet their personal priorities. This supports employee
retention, holding onto crucial skills and experience.

Think about future talent

plan for benefits that will help with talent recruitment as well as retention.
That could mean exploring what other companies offer that are trying

to attract the same skills and making sure you can compete with them.
Howden’'s small business experts can help you build an affordable,
sustainable benefits package that puts a small SME on a par with much
bigger companies.

Our expert knowledge and commitment to SME businesses means we
have developed a range of products and services with enhanced terms and
features allowing you to compete with much bigger employers. Come and
talk to us about the benefits that these could bring to your business.






What benefits do mid-sized SMEs offer?

Current
employee benefits

We asked: Which, if any, of the following benefits
are available to all or some of the employees in

your organisation?

93%

Workplace
pension
scheme

63%

Group life

assurance
(Deathin service)

44%

Critical illness
insurance

39%

Flexible benefits
package

where employees choose

the benefits that mean
the mostto them

/2%

Private
medical
insurance

46%

Virtual GP

44%

Dental
insurance

37%

Key person
insurance

68%

Mental health
and wellbeing
support

46%

Lifestyle/
gymdiscounts

41%

Group
income
protection

33%

Health cash
plan

30-99 employees
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Mid-sized SMEs

As with other sizes of SME, mid-sized businesses most
widely offered benefitis a pension—not least because
all organisations must comply with auto-enrolment
regulations (see page 15). In this light, itis surprising

to see that 7% of businesses still say they do not offer
apension.

Healthcare benefits such as private medical
insurance (PMI) and mental health and wellbeing
support are also high priority. Nearly three quarters
(72%) of mid-sized SMEs provide PMIto employees
—afigure that dramatically increased over the post
Covid years and reflects the increasing importance of
employer-sponsored healthcare both for employees
and employers.

Flexible benefits are surprisingly low on the list of benefits that mid-sized SMEs
offer. Giving employees choice can be a great way of making benefits more
valuable and boosting engagement.

Howden Employee Benefits
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Mid-sized SMEs

Top ways benefits
impact mid-sized
SME employers

42

We asked: To what extent do you think the employee
benefits provided by your organisation impact each of
the following areas?

Mid-sized SMEs feel that their benefits are having a powerful impact across
many aspects of their business. Around two-thirds of organisations responded
positively to every measure we asked about.

Although 69% see their benefits as a way of attracting and retaining talent,

this falls to 62% who believe it reduces staff turnover. Does this mean that
some employees are not seeing the full value of their benefits, or that their
package isn't yet compelling enough to encourage them to stay? The right
communicationis a critical part of any good benefits package and ensures that
employees make the most of all ancillary benefits.

Attractingand
retaining talent

A productive and
healthy workforce

Physical wellbeing
of employees

Improving company
culture and morale

Mental wellbeing
of employees

Lower staff
turnover

62%

Howden Employee Benefits



Top priorities for the
next two years

We asked: Which of the following do you see as top
priorities for how your business offers benefits to
employees over the next two years?

Aligning benefit provisions with %
employee wants and needs

Enhancing core benefits offered to employees %

Expanding employees’ access to benefits 21

Incorporating wellbeing into overall benefit strategy 20%

Enhancing communication of benefits to employees %

Adding/enhancing flexibility and choice %
of benefits offered to employees =
Examining eligibility and coverage of benefits offered 15%
(e.g. spouse/partner, children, other family members) e

Maximising return on investment from benefit spend 13%

(o] (o]
Qo N N
EN (9] (&]]

Focusing on technology and automation 13

) = . . %
in administrating benefits

1%

Another priority

Don't know

The top three priorities for mid-sized SMEs all link to improving the quality of
employees’ benefits experience. Thatincludes aligning what's on offer with real
employee needs and making sure employees can access benefits, especially
core offerings like pensions and healthcare.

Incorporating benefits that look after the wellbeing of employees into the
benefits strategy is also a priority for this group (almost on a par with large
SMEs) - suggesting that they recognise the impact that employee sickness and
worries can have on their business. Even with alarger employee base, losing a
key senior employee can have a significantimpact on the whole company, and
productivity will be affected by iliness from any employee.
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Mid-sized SMEs

Top three benefits
that potential

candidates ask about

Meeting
employees’ needs

44

Strongly agree
Somewhat agree

Neither agree or disagree
Somewhat disagree
Strongly disagree

Don't know

We asked: When recruiting, what specific employee
benefits are potential hires frequently inquiring about
or seeking?

36%

Private
medical
insurance

Potential hires are most likely to ask about workplace pensions and health
benefits in general. Thatincludes private medical insurance (PMI), and
candidates are also interested in a wider range of health-related benefits,
including lifestyle/gym membership (15%), group life assurance (15%) and
health cash plans (15%). Again, this points to a wider trend where employees
expect more from employers when it comes to looking after their health.

We are also seeing anincrease in candidates asking about salary sacrifice as a
mechanism for both pension contributions and other tax incentivised
benefits. All SMEs should consider this, as there are also employer National
Insurance Contribution savings which could be a budget enabler to allow for
other benefit enhancements.

We asked: To what extent do you agree that the
benefits your organisation currently offers to
employees are meeting everyone's needs?

Almost two thirds (64%) say that they believe the benefits they offer meet
employees’ needs, but only 16% strongly agree with this. Could this suggest
that some businesses aren't sure how effective their benefits really are? Almost
one infive (19%) either disagree or strongly disagree that benefits are meeting
employee needs. Reviewing current strategies and better understanding
employee needs can help to strengthen benefits programmes and build
confidence in offering the right workforce benefits.

5%
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Mid-sized SMEs

Anticipated changes We asked: To what extent, if at all, do you believe the

to benefits

benefits your organisation offers employees (both
existing and new) will need to change in the next
few years?

Extensive change required

Significant change needed

Some change necessary

Minimal change required

@ Nochange needed

Don't know
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Benefits that mid-
sized SMEs plan to
introduce or change in
the near future

Health and wellbeing

Flexible benefits
and discounts

Pensions

Protection

We asked: Which, if any, of the following do you think
willneed to be introduced or increased in the near
future in your organisation? (top 10 answers shown)

Mental health and wellbeing support
Private medical insurance

Criticalillness insurance
Virtual GP
Dental insurance

Mid-sized SMEs are prioritising healthcare —an important focus for attracting
future talent. This also echoes our finding that one in five mid-sized SMEs
wants to incorporate wellbeing into their benefits strategy.

Flexible benefits package
Lifestyle/gym discounts

Workplace pension scheme

Ensure employees have savings for retirement, promoting long-term
financial security.

Group life assurance

(deathin service) I 5105
Group income protection I 30%

(long term disability cover)
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65%

of mid-sized SMEs
believe that they will
need to make changes
to their benefits in the
next few years




Mid-sized SMEs

Factors impacting
business and the

workforce

50

right now?

Economic challenges with
the cost-of-living crisis

Challenge in recruiting and
retaining skilled talent

Lack of budget to deliver
benefits programmes

Differing wants and needs
from your workforce

Employee mental health challenges

Waiting time pressures on the NHS and
employees off work waiting for treatment

Lack of employee engagement with
benefits programmes

Another challenge

We asked: Which two factors do you think are having
the biggestimpact on business and your workforce

As we saw earlier, recruiting and retaining skilled talent is critical for mid-sized
SMEs and a quarter are also finding it challenging to address different wants
and needs within a growing workforce. More flexible benefits alongside core
offerings such as pensions and health could help to address this.

Economic challenges and lack of budget can be a challenge for this group,
as for all sizes of business. Having a long-term plan to introduce or enhance
benefits when business needs and budgets allow can help to offset the impact

of limited budgets.

Howden Employee Benefits



Explore more flexible benefits

As the workforce grows, employees are more likely to have different
benefits needs. For example, parents may want to extend healthcare cover
to their families, whereas others may want to put more focus on retirement
planning. Adding choice into your benefits package can help to address all
of these options in a simple, manageable format.

Focus on recruitment and retention

Hiring talent with sought-after skills and experience is a core priority

for mid-sized SMEs. Good quality core benefits, such as pensions

and healthcare, complemented by more flexibility in your benefits to

meet varied needs can form the backbone of an attractive package.
Benchmarking what you offer against others competing for the same
talent can also help to define strategies. Remember that communication is
always going to be the key to engagement, understanding and utilisation.

Plan for the long term

It might not be possible to address all your benefits ambitions at once,
either from a budget or time perspective. Building a strategy can help to
identify which benefits and needs should be addressed now, and which are
lower priority or can change over alonger time frame.

Speak to a broker

Working with a broker gives mid-sized SMEs the opportunity to really
understand their benefits needs, identify the best products for those
needs, and agree on the right terms and conditions for their workforce.
Employers can also review the benefits they already offer to see if there
are cost savings or efficiencies.

Howden Employee Benefits has close relationships with leading
insurers. We have negotiated enhanced terms and features that mean
SMEs can offer benefits programmes that compete with much larger
employers. Talk to us today to find out more.






What benefits do larger
SMEs offer?

Current
employee benefits

We asked: Which, if any, of the following benefits
are available to all or some of the employees in

your organisation?

N%

Workplace
pension
scheme

79%

Group life

assurance
(Deathin service)

60%

Critical illness
insurance

35%

Flexible benefits
package

where employees choose

the benefits that mean
the most to them

84%

Private
medical
insurance

62%

Virtual GP

60%

Dental
insurance

S51%

Health cash
plan

84%

Mental health
and wellbeing
support

60%

Lifestyle/
gym discounts

S56%

Group
income
protection

46%

Key person
insurance

100-249 employees
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Larger SMEs

o
7%
of businesses still say

they do not offera
workplace pension

o)
84%
offer private medical
insurance (PMI)

Workplace pensions

Larger SMEs are typically well-established businesses,
soitis surprising that 7% say they do not offer, and 2%
do not know if they offer, a workplace pension scheme.
See our comment on page 15 about how vital itis for
employers to adhere to auto-enrolment legislation.

Health and
wellbeing benefits

Health and protection benefits are a key focus for large
SME respondents, with around 84% offering private
medical insurance (PMI), mental health and wellbeing
support, and group life assurance.

Other health-related benefits, such as dental insurance, lifestyle/gym discounts
and virtual GPs are also offered by well over half of respondents. Employees
now expect more from their employees in terms of wellbeing support, so health
benefits can be a clear differentiator when attracting new talent.
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Flexible benefits
and discounts

More than half offer flexible benefits (55%), but this

is still relatively low compared to health-related
offerings, suggesting that employers have focused
on providing strong core benefits rather than enabling
employee choice.




Larger SMEs

Are benefits having an impact?

Top ways benefits
impact larger SME
employers

81%

of large SMEs

believe that benefits

play a significant
role in promoting
a productive and
healthy workforce

We asked: To what extent do you think the employee
benefits provided by your organisationimpact each
of the following areas?

With such a major focus on health-related programmes, it's not surprising that
the biggest benefits impact for large SMEs is on creating a productive and
healthy workforce. This is also reflected in the impact on the mental wellbeing
of employees and their physical wellbeing.

The link between benefits and company culture and morale is more significant
for larger SMEs than for the smaller companies we've analysed in this report.
As organisations grow, building a positive company culture across teams and
potentially across multiple locations, becomes more significant. Benefits can
help reinforce this, by showing that employers care about their workforces and
are listening to their needs. Communicating regularly about the benefits will
keep this at the forefront of employees’ minds.

Attracting and retaining talent and lowering staff turnover both score highly,
suggested that the employee benefits strategies larger SMEs have designed
are mostly supporting existing staff well, and offering potential hires what they
wantand need.

77%

Mental wellbeing
of employees

77% 72%

Attracting and Lower staff
retaining talent turnover
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What are mid-sized SMEs’
benefits priorities?

Top priorities for the
next two years

o
55%
of large SMEs offer
flexible benefits

We asked: Which of the following do you see as top
priorities for how your business offers benefits to
employees over the next two years?

Aligning benefit provisions with
employee wants and needs

Adding/enhancing flexibility and choice of
benefits offered to employees

Enhancing core benefits offered to employees

Incorporating wellbeing into
overall benefit strategy

Expanding employees’ access to benefits

Enhancing communication
of benefits to employees

Maximising return on investment
from benefit spend

Focusing on technology and automation
inadministrating benefits

Examining eligibility and coverage of benefits
offered (e.g. spouse/partner, children, other
family members)

Don't know

28%

24%

24%

%

19%

17%

17%

16%

14%

—_

Larger SMEs are clear about what they want from their benefits strategy, with
just 5% answering ‘don’t know' to this question (compared to 35% of small
SMEs). This could point to more confidence around benefits strategy, perhaps

with some in-house HR support.

Like other sizes of SME, larger businesses are focused on aligning their benefits
with employee needs. Although currently, 55% of businesses offer flexible
benefits, further enhancing flexibility and choice is a priority for 24%. However,
extending eligibility of benefits, to spouses and families, for example, is less
important. Only 14% of companies say this is a priority — even though this could
help to support parents and carers in the workforce and offer differentiation

from other employers.
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Larger SMEs

Are benefits fit for purpose?

Top three benefits
that potential
candidates ask about

Meeting
employees’ needs

Strongly agree
Somewhat agree

Neither agree or disagree
Somewhat disagree

@ Strongly disagree

We asked: When recruiting, what specific employee
benefits are potential hires frequently enquiring about
or seeking?

42%

Private
medical
insurance

We asked: To what extent do you agree that the
benefits your organisation currently offers to
employees are meeting everyone's needs?

Larger businesses are generally confident about their benefits provision,
with 71% either strongly agreeing or somewhat agreeing that they meet
employee needs.

Like companies of all sizes, potential hires are most likely to ask about pensions
and health benefits. Private medical insurance is particularly significant for this
group, with 42% saying they are asked about this in interviews. Other health and
protection benefits such as group life assurance (17%) and critical illness cover
(17%) are also likely to come up in interviews. This shows how vital good quality
healthcare benefits are to potential employees.

6%
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Larger SMEs

What are larger SME’s future
benefits plans?

Anticipated changes
to benefits

Extensive change required

Significant change needed

Some change necessary

Minimal change required
@ Nochange needed

Don't know

61%

of large SMES
acknowledge that
they must make at
least some changes
to their strategy in
the next few years

We asked: To what extent, if at all, do you believe the
benefits your organisation offers employees (both
existing and new) will need to change in the next
few years?

Although larger SMEs are generally confident that their benefits meet
employees' needs, 61% acknowledge that they must make at least some
changes to their strategy in the next few years. Nearly a quarter (24%) say they
will need to make significant changes, potentially reflecting shifting business
needs, employee expectations and budget considerations.
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Benefits that

larger SMEs plan to
introduce or change in
the near future

Health and wellbeing

Pensions

Flexible benefits
and discounts

Protection

We asked: Which, if any, of the following do you think
willneed to be introduced or changed in the near future
in your organisation? (top 10 answers shown)

Mental health and wellbeing support
Private medical insurance

Virtual GP

Dental insurance

Workplace pension scheme [ YPA

Large SMEs are expecting to enhance their workplace pension as one of their
top three goals. Given that workplace pensions attract the most enquiries
from potential candidates, this could help businesses ensure they remain
competitive when attracting new talent.

Flexible benefits package
Lifestyle/gym discounts

Offering more flexible benefits is the biggest area of change, with 51% likely
tointroduce or increase coverage. Putting more focus on flexible benefits
suggests that many large SMEs recognise that employees want or need
choice. Lifestyle and gym discounts are also high on the list of priorities, which
also points towards enabling people to choose what's important to them.

Group life assurance
(deathinservice)

Group income protection
(long term disability cover)
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Larger SMEs

What are the benetfits challenges
for larger SMEs?

Factors impacting We asked: Which two factors do you think are having
business and the the biggestimpact on business and your workforce
workforce right now?

Economic challenges with
the cost-of-living crisis

Differing wants and needs
from your workforce
Challenge inrecruiting and
retaining skilled talent

Lack of budget to deliver
benefits programmes

Waiting times on the NHS and employees
off work waiting for treatment

Lack of employee engagement with
19%
benefits programme _

Employee mental health challenges

Another challenge

The economic challenges of the cost-of-living crisis continue to plague large
SMEs and are by far the top issue affecting employers of this size. [t may be
driving increased interest in offering flexible benefits, which could provide
employees with more ways of saving money and choosing benefits that add
real value for them. Differing wants and needs of the workforce (32%) are also a
related issue.

Employee engagement with benefits is a challenge for nearly a fifth (19%)
of large SMEs. This may reflect business growth, and the change froma
small close-knit group of employees where word of mouth may work as a
communications approach, to a more substantial and physically disparate
company. By comparison, only 7% of small SMEs said this was a challenge
for them.
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Action plan for larger SMEs

O1
02
03
04

Keep pace with business growth

As businesses become bigger and more diverse, communicating benefits
and helping employees to get value from what's on offer must also evolve.
Making sure that communications are meaningful and consistent, and that
leaders can explain benefits to their teams, are just some of the actions that
can help.

Ask employees what they want

Expanding employee numbers can also mean finding new ways of
capturing people’s benefit needs. Surveys, focus groups, employee
forums and networks can all provide valuable insights, alongside metrics
such as usage. Crucially, having access to experts that caninterpret and
create actions from the resulting data is invaluable.

Get the right balance between basics and flexibility

Offering pensions and health cover is becoming a necessity rather than a
nice-to-have, especially for recruiting top talent. At the same time, enabling
employees to choose benefits that are right for them is equally important.
The challenge is in getting the balance right between core and flexible
benefits, in a way that is manageable and affordable.

Work with a broker

As businesses grow, their employees’ benefits needs will evolve.
Working with a broker helps an employer to make sure that their
benefits programme remains fit for purpose, offers the right features
and communications for employees, as well as delivering value for
businesses.

Howden Employee Benefits provides independent advice to design
benefits that fit your business, people, and budget. With strong insurer
relationships, we secure exclusive options, and every clientis supported
by a dedicated consultant who understands their unique needs.
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Howden Employee Benefits is part of the Howden Broking Group. Our expert
team works with clients of all sizes to provide dedicated employee benefits
consultancy. We have won many industry awards for our work and are
widely recognised for our innovative and creative people-first approach to
benefit design.

We understand that today's diverse workforce is looking for tailored employee
benefits that meet ever-changing lifestyle and wellbeing needs. So, we design,
implement, and manage your benefits to keep them relevant and fit for purpose -
now and for the future.

Contact us today at employeebenefits@howdengroup.com or on
0345646 2373.

One Creechurch Place,
London, EC3A 5AF

+44(0)3456 462 373
employeebenefits@howdengroup.com

howdenbroking.com

Howden Employee Benefits & Wellbeing Limited is part of the Howden Broking Group. Registered in England and Wales under
company number 2248238, with its registered office at One Creechurch Place, London EC3A 5AF. Authorised and regulated
by the Financial Conduct Authority (Financial Services Register No. 31284 1). Calls may be monitored and recorded for quality
assurance purposes.



