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11.1

STOCKTAKE OF THE LOCAL GOVERNMENT
PENSION SCHEME

1 SUMMARY

1.1 The purpose of this report is to seek Members’ views in respect of the
proposed response suggested by the Local Government Pensions
Committee to the above consultation

2 BACKGROUND

2.1 The Government is consulting on ways in which the Local Government
Pension Scheme (LGPS) may be amended in order to better reflect
current circumstances.

2.2 The current scheme originates from the 19th Century and is designed
for people having a long term career in local government.  It is a
defined contribution scheme based on 1/80th of final salary for each
year of contribution.

2.3 The current employment trend is for people to have more mobility
between employers and have more career changes.  For this type of
employment pattern, the LGPS is regarded as not really suitable.

2.4 In addition, the real benefit of the scheme is for those people for whom
their salary is at its highest at the time of retirement.  This, therefore,
does not cater very well for the low paid, part time workers or people
who would wish to “downsize” their job a number of years prior to
retirement.

2.5 The current problems within the Stock Market have had a severe effect
on levels of funding within pension schemes.  This is a problem
throughout both the private and public sectors, with some major
companies having closed their defined contribution pension schemes.

2.6 Funding levels have also been affected by greater longevity of
members and changes introduced by the Government for the
withdrawal of tax benefits from pension schemes.

3 STOCKTAKING OF THE LGPS

3.1 A full stocktake of the LGPS is being undertaken by the Office of the
Deputy Prime Minister (ODPM).

3.2 Local Government Pensions is a complex subject, consequently the
Local Government Pension Committee (LGPC) has undertaken the
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task of formulating a response on behalf of Local Government.
Individual Councils are being asked to endorse that response.

3.3 A full copy of the response is on deposit in the Members’ Library at
Rayleigh and Members’ Room at Rochford.

3.4 Attached at Appendix 1 of this report is a table of main headings on
which the Council is asked to agree or disagree.  Officers have given a
provisional view in responding to the questions and Members’ views
are sought on the proposed response.

4 COMMENT

4.1 Fund values are very much dependent upon the Stock Market.  During
the 90’s when markets were buoyant, many employers were able to
enjoy contribution holidays from their pension schemes.  Now that the
Stock Market is low in funds, pensions schemes  are underfunded and
contributions are having to increase significantly.  For the Essex
County Council scheme this will be following the next actuarial
valuation.

4.2 The problems of now funding pension shemes do need to be viewed in
the long term.  There have been periods before when the Stock Market
has been low and pension funds have always recovered over a period
of time.  This is demonstrated in the response and the table used is
replicated below:-

Bear Market Fall Years to return
to previous high

1936-40 60% 7.5
1946-49 29% 4
1955-56 28% 3
1968-70 37% 2.5
1972-74 73% 6

4.3. With regard to Essex, the pension fund was already in deficit and the
indications are that, if stock values do not improve so that the actuaries
can take a more optimistic long term view employers’ contributions will
need to increase further.

4.4. A further report in respect of the Essex Pension Fund will be submitted
to Members when further information becomes available on the
Council’s position within the pension fund.  In addition, during the year,
officers will be reporting to the Finance Overview & Scrutiny Committee
on a risk management approach to budgeting.  This type of issue will
need to be addressed as part of that approach.
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5 RECOMMENDATION

5.1 It is proposed that the Committee RESOLVES

To agree a response to the proposals put forward by the Local
Government Pensions Committee.  (CD(F&ES))

Roger Crofts

Corporate Director (Finance & External Services)

______________________________________________________________

Background Papers:

None.

For further information please contact Roger Crofts on:-

Tel:- 01702 546366 Extn. 3004
E-Mail:- roger.crofts@rochford.gov.uk
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)aesGPS meet the n&cl5 of the workfoorce? 
sypoinm 

the LGPS does, for themon part! meeqhe needs of.rnu& of 
the workforce; 

more~could he~dorte toPxpldin @e LGPS’to the woikf&ce 
thereby increasing un~tk&g of ttieS&eme and the take 
up rate amongst emp!+es’;~ 

> would be hap& to~.ex&r+ with the ODPM areasi+etd ii 
can besho~m that addinal fJexibi&kiwouk be 
ben&Maf; 

akhqh the Stoc&ke papefiass%&h&the LG6.k riotweE 
de$gned to meer:the.nee& o~.srWnqs; etc we b=$t&e ho 
o&s type of p&Won arrangetint meets their needs any 
better then a,f%al salary Theme; 

whilst the Govemmen~ ret&~ its current policy.of pqwidiog 
mepiv t@sted.State bet&s it isnot.ppssibtefor, nor hiit& 
rbie df, ihF’l@5 t0 resoive the isWe of p&sibn p&n @r 
the lopr pzdd, ‘kg. @ @esignlng @e s&n-m to attract the ,bw 
paid). Marry, b~]biihxg, co&d sir&$ be.sa\rlng~for be&fits 
that the State would other&z prtkte; 
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ecognke, however, that Ihe& are ko elemsks to an &ployer’s 
xmantrib~~ rate. Firstly, there G’the c&of providkq benefits ins 
eqxct of serJk3 alkkfy Xc& (pas ?ervkze) ad son@ there 
s lhe cost of future sptiti. Th&e&nt of ~ttte empby& 
:xmtdburton rate h reqect of prtstservke b,@es+able. Ev@n if 
he Scheme were~wnended #ri resp,~:~offuture wvtce, tie,;p34 
ervicerostwould still have to bemet. The currenl averagqostof 
tires&z in the LGPSlnel of e@cyeecqtrihutfons)based~on 
hepol valuauwls was lypically of th$r*:of -rI% to 1.2% a& 
s pmjectedto increase by afouhd 2%;of petionaMe payroll. 
‘herefore, in order to mitigate the kncreasejn cort,for&tur$ 
eNice tk LGK ~lieves,that,Ultt fogowingaalons should k 
aken to ensure the o&aing sustainability of rhe‘kheme: 

> in recognition of ihe incmase io longevftysince VIe.6% rate 
was Set in 1939, inaease the employee:5 contribution rare 
lor new jolqers to 7% Wusive of pert&s pensions) 
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