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The Independent Public Service 
Pensions Commission 

• New government elected in May 2010 
• Coalition agreement:  independent review of “long-

term affordability of public sector pensions, while 
protecting accrued rights” 

• Lord Hutton appointed in June 2010 
• Interim report published in October 2010 
• Final report due in March 2011 
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Public Service Pensions in the UK 
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Membership of UK Public Pension Schemes 
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Public Service Pension payments 
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Payments and contributions in unfunded schemes 
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Employer-sponsored pension provision in the UK 
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Recent Reforms 
• Mainly for new entrants 
• Increase in pension age (60 to 65 Health, Teachers, Civil 

Service) 
• Modernisation eg. unmarried partners’ pension 
• Some increase in employee contributions, variation by 

income in Health and Local Government 
• Final Salary scheme remains for most, but Civil Service 

scheme changed to career average 
• Cost sharing introduced in some schemes – “Cap and Share” 
• June 2010 – change in indexation measure RPI to CPI 
• Recent reforms plus change in indexation lead to around 

25% reduction in pension benefits as % of pay 
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The case for further reform 
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The framework of principles 

• Affordable and sustainable 
• Adequate and fair 
• Support productivity 
• Transparent and simple 
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Affordable and sustainable: projected costs 
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Affordable and sustainable: life expectancy 
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Affordable and sustainable:  
projected life expectancy 
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Affordable and sustainable: life in retirement 
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Adequate and fair: between types of worker 
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Adequate and fair: between sectors 
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Adequate and fair: between employee and taxpayer 
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Support productivity: labour mobility 
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Interim conclusions 

• Need for reform but not a “race for the bottom” 
• Case for short term change: raising employee contributions 

only effective option 
• Long term direction: 
 - Rule out continuation of final salary scheme and funded 

individual account DC 
 - Consider a wide range of options: career average DB, 

notional DC, collective DC, cash balance, capped DB, 
combination hybrids 

 - Draw on international and private sector experience 
• Transition: must protect accrued rights of existing members 

but not their future accrual 
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Next Steps 

• Interim report available at www.hm-
treasury.gov.uk/indreview_johnhutton_pensions.htm  

 
• Final report will be published in March 2011 
 
• Contact us at: pensions.commission@hmtreasury.gsi.gov.uk 
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Annex 
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