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Technical Note 

Comparison of payments into and from the Teachers’ Pension Scheme

This note explains the basis for the NUT's calculations on payments into and from the Teachers' Pension Scheme (TPS) since its establishment in 1923.

One of the justifications given by the Government for its reforms of public sector pension schemes is that, each year, more money is being paid out in pensions than is being paid in through employer and employee contributions. 

Those who make this argument usually ignore the fact that, for most of the history of the Teachers’ Pension Scheme, substantially more money was paid in through contributions each year than was paid out in pensions. In the first year of the TPS, teachers paid £4.1 million in pension contributions but received just £5,840 in pensions and lump sums. 
The NUT has therefore sought to calculate total income and expenditure from 1923 to the present. For the period from 1923 to 2004, the data has been obtained from the periodic TPS actuarial valuation reports carried out for those years as presented to Parliament. Since the Government Actuary's Department has not yet carried out an actuarial valuation for the period since 2004, the TPS’s annual Resource Accounts have been used to provide the relevant data for the years from 2005 to the present.

To present these figures in terms of current values, the relevant figure for each individual year has been revalued in line with real growth in GDP across the period since 1923. 

The Government itself carries out a similar exercise when revaluing the notional assets and liabilities of the TPS during the periodic actuarial valuations of the scheme, using a "discount rate" (for the 2008 valuation, a proposed rate of RPI plus 2.25 per cent) as a proxy for GDP growth in future years.  The NUT is therefore using the Government’s own logic in carrying out this exercise but is able to use actual rather than predicted GDP growth data.

If the figures for each year are revalued in line with GDP growth, then contributions paid into the TPS exceed pensions and other benefits paid out from the TPS by £46.4bn. The data series used is a TUC series with GDP expressed in 2005 prices. The income received by Government during the early and middle years of the scheme – when money was being taken in and little paid out – easily outweighs, when revalued appropriately, the payments it has been making more recently.  

The NUT is not arguing that this sum of money is available to hand.  The information is merely offered to illustrate the long term nature of pensions funding and the complexity of the arguments involved.  Nevertheless, it can fairly be said that the Government has benefited from a long series of cheap loans from teachers’ pension contributions; but is now complaining about paying the pensions promised in return, now that they have fallen due.
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