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Overview 
This briefing sets out a critical analysis of the governance and transparency failures underpinning Solent University's transition from defined benefit (DB) pension schemes (e.g., TPS/LGPS) to a defined contribution (DC) arrangement delivered through Aviva and governed or influenced by Mercer Limited. Framed through the lens of Agency Theory, this document outlines the systemic ethical and procedural breaches that have created a clear imbalance of power, knowledge, and accountability to the detriment of university staff.
Legal and Regulatory Exposure
This arrangement also raises critical questions of regulatory and statutory compliance:
1. Public Procurement Standards
The appointment of Mercer, first as adviser, then as scheme designer and investment governor, appears to have bypassed open competition. This dual-role pathway may fall foul of the UK Public Contracts Regulations 2015, specifically:
· Regulation 24 (Conflict of Interest): which requires contracting authorities to take appropriate measures to prevent distortion of competition and ensure transparency.
· Regulation 41 (Pre-market Consultation): which prohibits a supplier from receiving an unfair advantage by having previously advised on the procurement.
No publicly documented tender or waiver has been disclosed.
2. Pension Governance Code
Under the Pensions Regulator's Code of Practice (especially in relation to DC scheme governance and communications), trustees and employers are expected to:
· Ensure that all scheme communications are clear, balanced, and impartial,
· Disclose any conflicts of interest among parties advising or delivering pension arrangements.
The University’s presentation of Mercer as a neutral "pension expert," without acknowledging Mercer’s embedded commercial interest in the Aviva platform, risks breaching these principles ,particularly given Mercer’s role in shaping and governing the scheme.
3. Financial Conduct Authority (FCA) Benchmarks
Although Mercer was operating in an unregulated, employer-side advisory role, the presentation of scheme options in a staff-facing setting blurs the line with regulated advice. Under FCA Consumer Duty and inducement principles, Mercer’s role, if mirrored in a regulated personal pensions context, would likely trigger red flags. Specifically:
· Lack of fair comparison with legacy DB schemes (TPS/LGPS);
· Omission of conflict disclosures;
· Commercial benefit derived from staff scheme uptake, without appropriate safeguards or disclaimers.
This creates a reputational risk for both Mercer and Solent University, should external bodies or affected staff pursue further regulatory examination.
Reframing the Mercer–Aviva Relationship in Clear, Direct Terms
Is there a long-standing relationship between Mercer and Aviva?
Yes. Mercer and Aviva have had a formal partnership for over a decade, beginning when Aviva acquired Friends Life, a platform previously used by Mercer for its own “Mercer Workplace Savings” solution. Today, Aviva provides the administration and digital infrastructure for the Mercer Master Trust, a defined contribution pension scheme designed and governed by Mercer but delivered through Aviva’s pension platform.
Is Mercer embedded within Aviva’s workplace pensions?
Yes, where employers adopt the Mercer Master Trust (or a Mercer-governed scheme administered by Aviva), Mercer’s services are deeply embedded. Mercer:
· Designs and governs the default investment strategy (target-date funds, SmartPath glidepath),
· Constructs and manages Mercer-branded funds available on the Aviva platform,
· Oversees investment risk, ESG integration, and ongoing fund performance,
· Is referred to in member documents as the party “responsible for running the Mercer Master Trust.”
Aviva is the administrator, but Mercer defines how the pension works, how member money is invested, and what governance principles apply.
Does this apply to Solent University’s current pension offering?
If Solent is using the Mercer Master Trust administered by Aviva, then yes, Mercer is operating in three interconnected roles:
3.1 Commercial Consultant
Mercer advised the University on the transition away from defined benefit pensions (LGPS/TPS), helped shape the new DC model, and presented information to staff as a “pension expert.”
This creates an advisory–sales overlap, since Mercer also delivers the pension solution they recommended.
3.2 Scheme Strategist and Governance Agent
Mercer governs the investment strategy inside the plan, including:
· The construction of default funds (target-date glidepaths),
· The inclusion of Mercer-branded funds as core options,
· The ongoing oversight of investment performance, risk, and ESG policies.
→ Mercer is not an impartial third party, they control how staff savings are invested, with no independent party between them and the employer.
Indirect Fiduciary Influence with Platform Control
Although Aviva technically administers the scheme (processing contributions, fund switches, etc.), it does so under a Mercer-designed framework. Staff log into Aviva’s portal, but the investment structure, member journey, and even fund names are Mercer-led.
UCU members are effectively being steered into a scheme governed by the same party that advised the employer to implement it, a potential conflict of interest that was not openly disclosed during consultation.
This arrangement suffers from a complete lack of transparency from the perspective of staff. Employees are being steered into a scheme, one governed and commercially serviced by Mercer, without any clear disclosure of Mercer’s dual role as both adviser and product provider.
Staff were introduced to Mercer as a “pension expert”, with no declaration that Mercer stood to benefit financially from the very scheme it was recommending. At no point during the staff-facing presentations or communications was it made clear that:
· Mercer governs the investment structure of the plan they were promoting;
· Mercer’s own branded funds form the core of the scheme's default options;
· Mercer’s commercial relationship with Aviva gives it strategic access to scheme delivery;
· And that no alternative provider, model, or comparison to TPS/LGPS was transparently offered.
Staff are being encouraged to make irreversible pension decisions on the basis of information delivered by a party with a direct commercial interest in the outcome, and without any independent advisory mechanism to counterbalance or verify what is being presented.
This would be unacceptable in any regulated financial setting. Within a publicly funded university, it is indefensible.
Agency Asymmetry
At its core, the University (as employer) acts as an agent managing pension options on behalf of its principals, the staff. But instead of acting purely in their interests, it has delegated authority to a commercial consultancy (Mercer) whose incentives may not align with staff welfare. The employer’s fiduciary obligation to act in staff’s best interest is diluted through outsourcing and opaque delegation.
Information Asymmetry
Mercer holds a disproportionate level of knowledge about:
· The technical structure of the scheme,
· The financial implications for different cohorts of staff,
· The governance and fund mechanics behind the Aviva platform.
Meanwhile, staff are withheld key disclosures, including:
· Mercer’s financial interest in the scheme,
· The existence of alternative models (e.g., TPS/LGPS comparison),
· The long-term risks of DC vs DB transitions.
This imbalance strips staff of the ability to give informed consent.
Adverse Selection
The shift away from TPS/LGPS into a DC scheme likely disadvantages certain staff cohorts disproportionately, particularly:
· Long-service members close to retirement,
· Those with lower capacity to make or interpret complex pension decisions.
Because the scheme was not openly benchmarked or compared with other options, those entering the new plan may do so under the illusion of neutrality, but in reality, face worse outcomes than they would in legacy arrangements. The structure selects for institutional convenience, not member optimisation.
Moral Hazard
Mercer, as both adviser and scheme provider, faces no direct downside if staff experience poorer pension outcomes. Having been appointed without competition and without disclosing conflicts of interest, Mercer:
· Designs the investment strategy,
· Oversees the governance,
· And presents information directly to staff, all while bearing no risk for the consequences.
This lack of accountability creates a moral hazard: Mercer benefits commercially, while the downside risk sits with staff.
Monopoly of Knowledge
Mercer’s role in both the design and communication of the scheme creates a functional monopoly:
· Staff receive scheme information almost entirely via Mercer-branded or co-branded sessions.
· There is no independent pension advice, no TPS/LGPS comparison, and no alternative voice within the consultation process.
The result: staff cannot question the structure or value of what’s offered, because only one narrative is available, Mercer’s. This erodes trust and places all interpretive power in the hands of the commercial agent.
In Summary
The Solent–Mercer pension transition represents a perfect storm of agency theory breakdown, where fiduciary duty, informed consent, and impartiality are undermined by a structure that favours commercial convenience over member protection.
Conclusion 
What has emerged at Solent is a vertically integrated pension transition led by a commercial entity that simultaneously advised, designed, and now governs the scheme—without transparency, competition, or staff empowerment. Each of the failures above contributes to a broader erosion of institutional trust and fiduciary integrity.
The UCU Branch, in representing the collective interests of staff, is right to press for immediate scrutiny—internally via the Audit Committee and externally through regulatory channels including the Pensions Regulator and the National Audit Office.
This is not merely a poor procurement decision. It is a structural failure of ethical governance.
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