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Reporter:  Lesley Curwen 

Editor:  David Ross 

 

CURWEN: Local government pensions may sound dry as dust, but 

tonight on File on 4 we reveal how they’re costing you more, lots of it.  Taxpayers across 

Britain are having to stump up millions to plug massive holes in council pension funds.  

Together they’re said to need nearly £50 billion, and it’s claimed that cuts to local services 

are being made even worse because of the need to foot the bill. 

How much extra will you have to pay this year into the pension fund? 

 

CLANCY: About £24 million is what we’re being asked to find 

from already stretched budgets.  I think it effectively supercharges the cuts that we have to 

make and it really is crippling us. 

 

CURWEN: But as local government struggles to pay the bills, 

hundreds of millions of pounds are being paid out by pension funds in fees to advisors, to 

banks and a host of other City of London firms.  So who’s checking that they’re delivering 

value for money?  

 

SIER: It’s a bit like a one arm bandit, sometimes you win and 

sometimes you lose, but you’ve got no idea about the workings of the one armed bandit.  It is 

a bit of a gamble. 
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SIGNATURE TUNE 

 

ACTUALITY ON STREET 

 

CURWEN: We’re just walking along from one house in the 

development to one that’s just been sold. A lady called Olive has bought it and there’s 

somebody in front of me with a bunch of flowers to give her, to celebrate.  I’m just following 

on behind, through the rain.  It really is chucking it down …. 

Olive Lever, at the age of 80, has just taken the big step of downsizing. 

 

ACTUALITY IN HOUSE 

 

LEVER: …. he said, you know, if I got older, all the doors are 

wide, you know, for wheelchairs and for a stair lift. 

 

CURWEN: I suppose it’s something you don’t want to think about, 

but …. 

 

LEVER: No.  And then this is the bedroom. 

 

CURWEN: Got two big windows. 

 

LEVER: Oh yes, I love that.  That’s why I chose this bedroom, 

because it’s got the big built-in wardrobe and it’s got the nice two big windows with a nice 

outlook. 

 

CURWEN: She’s chosen a neat three bedroomed house, in a brand 

new development of affordable housing in Wythenshawe, south of Manchester.  The builders 

are still working on the other houses nearby. 

So how come you were looking to move? 
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LEVER: Because I’d lived 38 years in my house and lost my 

husband three years ago, and it was getting a bit much, the upkeep, the garden was big and 

getting very overgrown, you know.  Wanted a few things done to it, you know, really, to 

bring it up to scratch, to modern day living like this [laugh]. 

 

CURWEN: What do you think of the fact that the house was partly 

developed by pension fund, Greater Manchester pension fund? 

 

LEVER: Oh, was it?  I didn’t really know about that. 

 

CURWEN: What do you think? 

 

LEVER: It’s a good idea, yes, very good idea. 

 

CURWEN: The pension fund in question is a local government 

fund and it’s the largest in the country.  Greater Manchester pension fund has 340,000 

members.  Some are pensioners.  The others work for 360 different employers, including 

councils, universities, museums and Greater Manchester Buses.  The fund has £17 billion in 

financial and property investments.  Its chair is Councillor Kieran Quinn, who’s also the 

Labour leader of Tameside Council.  He argues that new housing schemes, like the one in 

Wythenshawe, do more than just earn a financial return.  

 

QUINN: I know, there’s lots of very happy families moving into 

the houses that we’ve built, in some significant challenging areas throughout Greater 

Manchester.  So yes, there’s a social need and we’re meeting that social need, but we’re also 

actually helping to generate jobs for local community, new apprenticeships obviously for 

young people that are coming out of school and college, so there’s a lot of social good 

coming out of the fact that Greater Manchester is making money and will continue to make 

money on building houses.  And, you know, for me, it’s great that the investment that we’ve 

made gets a return that we can reinvest in more housing for Greater Manchester. 

 

CURWEN: Housing isn’t the only local investment the pension 

fund is making. 
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ACTUALITY IN LIFT 

 

HEATHER: So we’re now in the lift lobby on the tenth floor, just 

coming out from the lifts from the main reception area, leading onto the office floor plate. 

 

CURWEN: What’s a floor plate? 

 

HEATHER: A floor plate is the actual occupiable space that we 

have here in One St Peter’s Square …. 

 

CURWEN: Oh wow. 

 

HEATHER: And to give you some feel … 

 

CURWEN: It’s a huge, huge space and the whole of Manchester in 

the windows all around us. 

James Heather from Argent developers showed me the pension fund’s largest building 

project, the 270,000 square feet of offices known as One St Peters Square. Three commercial 

tenants have signed up so far. Kieran Quinn reckons this kind of investment has been a boom 

for Manchester’s economy. 

 

QUINN: The desire for investment in local area goes back 

twenty plus years actually to one of the recessions in the late 90s. Trustees at the time were 

getting ever more frustrated because we saw, as we see today, an overheated London 

economy, an overheated south east economy, all the people advising us as the best property 

deals and the best commercial deals, they’re all saying, ‘You’ve got a good hand, invest in 

London and stoke up the furnace that is London.’ And we said at the time, ‘No, there are just 

as good commercial opportunities, just as good returns available for our fund outside of 

London in the North West and in Greater Manchester.’ And that’s helped to improve the 

North West. 

 

CURWEN: Some people would think commercial property isn’t 

that a very risky area to get into, for something that should be as safe as houses, a pension 

fund? 
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QUINN: There’s always risks, but we think that the local 

property, local commercial property scheme is one way that we can actually get the returns 

that we need, that create the additional resources we need to make sure that the pensions of 

the workers in Greater Manchester, who are contributing, are safe and actually will have a 

very good pension to draw when the time’s ready for them to draw. 

 

ACTUALITY IN MANCHESTER 

 

CURWEN: This sort of big infrastructure investment is a model 

pioneered by Canadian and other foreign public pension funds. Only last week a large 

Canadian fund bought a chunk of the cross channel rail company, Eurostar.  And 

Manchester’s own airport, not that far from here, is partly owned by an Australian pension 

investor.  The problem is the UK doesn’t have many funds with the size and reach to make 

such expensive long-term investments. And that’s because of the fractured nature of our 

Local Government Pension Scheme, whose roots lie in the checkerboard of municipalities of 

the 19th century.   

 

JOHNSON: Its structure is mind-numbingly cumbersome.   

 

CURWEN: Michael Johnson is a research fellow at the Centre for 

Policy Studies.   

 

JOHNSON: Although it is, at the end of the day, a single 

occupational pension scheme, albeit a large one, it’s divided up into over a hundred funds, 

individually managed, each with its own governance arrangements and administering bodies.  

And the stark contrast with, for example, the large Canadian public sector firms, which are 

single funds, internally managed, with very focused, effective governance mechanisms that 

the LGPS is lacking.  

 

CURWEN: How well funded is the scheme? 

 

JOHNSON: If you take all the funds in aggregate and imagine that 

they are a single fund, then for the 89 funds in England and Wales, which is the bulk of the 

scheme, the last valuation showed that they were about 21% underfunded, so the deficit could 
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JOHNSON cont: be described as 21%.  We’re looking at liabilities in the 

region of £225 billion for England and Wales and assets in the region of £180 billion based 

on latest publicly available numbers, so there’s clearly a gap.  The actual gap, I think, is about 

£47 billion in practice. 

 

CURWEN: The truth is that 99% of the local government pension 

funds across the UK have a gap in their funding, what’s called a deficit. Some deficits are 

much bigger than others. It doesn’t mean the money will run out today, or even next year.  In 

fact, there are some who argue these are guesstimates and they don’t need emergency action.  

But the actuaries, the number crunchers, disagree.  They calculate that in the light of very low 

interest rates and longer lifespans, the fund may not have enough in the pot to pay out future 

pensions.   

 

ACTUALITY AT COMPUTER 

 

CURWEN: Usually employers and workers pay regular 

contributions into their local government pension fund.  But if there is a deficit, it’s the 

employer, and ultimately the taxpayer, who has to pay extra.  File on 4 has been asking 

councils in England, how much extra they are having to put into local pensions this year.  Not 

all of them replied to us.  But when I look at the spreadsheet of their answers, I can see that 

Northumberland is putting in, for example, almost £11 million extra this financial year; 

Doncaster almost £12 million; Sheffield £23 million; Buckinghamshire almost £10 million; 

Barnet in London; that’s £8.6 million; Cornwall, £6.7 million; and Birmingham City Council, 

which is Europe’s biggest local authority, is paying £23 million pounds.  

 

ACTUALITY IN BIRMINGHAM 

  

CURWEN: The centre of Birmingham. It’s busy, it’s full of life. 

There are people around me who are going off to get their lunch. People getting in taxis, it’s 

full of life. But what you can’t see is the real impact of the cuts that the council is having to 

make in its services. The council has lost £89 million of its grant from central government.  

Labour city councillor, John Clancy, argues the extra pension payment is making a bad 

situation even worse. 
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CLANCY: Year on year, we’re having to make bigger cuts due to 

the loss of government grants to us in all sort of different ways.  We are probably going to 

have to make cuts of about £101 million this year and probably approaching £160 million 

next year even, if things were to continue as they are. 

  

CURWEN: Now we're just approaching a huge building. It’s 

covered with metallic circles.  It’s really striking. 

 

CLANCY:  Yes, this is the Library of Birmingham, the new 

Library of Birmingham which was opened last year.  It’s very popular in terms of visitor 

numbers, both in terms of tourists and residents of Birmingham, and it’s well used.  

Unfortunately this year we’ve had to make the decision to cut the hours that the library is 

open from over seventy hours down to round about forty hours a week, and unfortunately we 

have had to make the decision that there will be ninety redundancies here in the staff.  So 

that’s a very direct impact and it’s a challenge for all the libraries across the city as well when 

you have to make cuts of this scale. 

 

CURWEN: So, how is that affected by the kind of money that you 

are also having to pay into the pension fund to restore the deficit? 

 

CLANCY:  Well, I think we’re paying round about £23 million out 

to the West Midlands Local Government Pension Fund to top up a deficit. 

 

CURWEN: And that’s just this year? 

 

CLANCY: That’s just for this year.  If that wasn’t there, I think 

probably library services across the city would be much safer, let alone the Library of 

Birmingham itself. 

 

WESTWOOD: My name’s Tracy Westwood and I am a clerical 

assistant for Birmingham City Council. I’ve worked for the council this year for 29 years in 

October, so I was sixteen when I started … 
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CURWEN: She is one of four and a half million people, including 

pensioners, who are members of local government pension schemes. These are pensions 

which are linked to people’s earnings across their career. The majority of members are low-

paid, part-time women workers. Tracy, who is full-time, takes home £1,200 a month after tax, 

and she pays £86 a month into the West Midlands Pension fund.  

 

WESTWOOD: You kind of think, well, it’s a lot of money, but at the 

end of it, it will be worth it for me. 

 

CURWEN: How will it be worth it?  What do you expect it to 

bring for you? 

 

WESTWOOD: I expect it to bring a pension that I could actually live 

on.  I didn’t expect sort of the stars and spangles, the holidays, without being flippant, to the 

Bahamas.  I expected something that I, and now my husband, we could actually live on and 

carry on in the mature years of our life actually having liveable pension and being able to pay 

the bills, do the day to day shopping, live on it. 

 

CURWEN: How much can she expect to get as a pension? A rough 

estimate in today’s figures is about £7,000 a year.  Like all public sector pensions, the local 

government scheme is less generous than it used to be and Tracy will have to keep working 

until she’s 67 to claim it. But even that level of pension isn’t certain, because the Government 

has introduced a cap on employers contributions, which could mean eventually employees, 

might have to make bigger payments or have their benefits cut. That’s for the future.  Given 

the current pension pressures on his council, John Clancy has been trying to get a wider 

picture of all the funds in the scheme.    

 

CLANCY: I was astonished to find this little mosaic, this 

patchwork of little funds here, there and everywhere, that nobody knows anything about, in 

little secret wealth gardens, hidden away behind closed doors, I have to say, people don’t like 

people prying into these things.  And then I realised that’s why I hadn’t heard about it, that in 

fact a lot of people rather like them being in a hundred and odd little patchworks around the 

country.  
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CURWEN: He investigated the figures for the West Midlands 

Pension Fund. The way it works is that all the contributions go into a pot of money, which is 

invested in shares, bonds, property or other assets.  The key decisions are made by a 

committee of local councillors, based on advice from professional fund managers. John 

Clancy was taken aback by the amount being paid in fees to these fund managers. 

 

CLANCY: We’ve got a pension fund of around about £10 billion 

for the West Midlands, that’s all of the authorities from the West Midlands.  And I think we 

have paid out £75 million over the past seven years to investment managers for that fund.  

And it puts it into stark contrast that we are being asked to find, over the next three to four 

years, £88 million.  Now one has to ask the question, had the £75 million not been paid to 

investment managers, would the bill for £88 million have been sent to Birmingham City 

Council to fund a deficit? In fact, it could be said that the deficit has effectively been created 

by the payments to the fund managers. 

 

CURWEN: But surely fund managers are entitled to get paid, if 

they produce the returns that you need, then that’s perfectly justifiable, isn’t it? 

 

CLANCY: They seem to get paid come rain or come shine, and 

whether, for example, for the last two years they’ve been paid around about £11 million in 

each of those two years.  And two years ago they got returns of about 12.1% investment 

returns on the fund.  This last year, they got 3.1%, but they still got paid £11 million, so there 

doesn’t seem to be a relationship with regard to the performance of the fund.   

 

CURWEN: We wanted to talk to the chair of West Midlands 

Pension Fund committee, Councillor Bert Turner about the management fees. He wasn’t 

available for interview, but sent us this statement: 

 

READER IN STUDIO: The West Midlands Pension Fund is acutely conscious 

of the need to obtain value for money, all the more so in a period of austerity for local 

government. As with all funds, we ensure that the fees we pay are competitive and our fees 

are not unusual in this sense.  
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CURWEN: How are those fee payments being scrutinised and 

challenged?  The responsibility lies with local councillors.  We didn’t manage to talk to any 

of the councillors on the West Midlands pension committee, but we did talk to Malcolm 

Cantello.  He represents Unison as an observer on the committee, but he doesn’t have a vote.  

He told us councillors don’t often ask questions. 

 

CANTELLO: It’s difficult to be able to say, well, are they keeping 

quiet because they understand it all and therefore everything is hunky dory?  But yes, when 

I’ve spoken to two of the members, they have just said, ‘Oh, isn’t it complicated?  It’s 

making my head hurt, and it is really getting to the stage that this is too complex.  We really 

need to be fully trained specialists.’ So I said, ‘Yes, you’re the decision makers because you 

have got a vote and I haven’t, but that’s why you have officers, and if you have got any 

concerns you should really say to the officers, well, I really don’t understand what you’re 

talking about, can you put it in plain English.’ And certainly I know in the case of one 

councillor, she did say, yes, I am going to go in the office and see them, and in fact I know 

she did, and she said, ‘It’s put my mind at rest but it’s just made me realise that when I come 

to these meetings, I’ve really got to concentrate on what’s said and I’ve really got to read all 

the reports, not just pull the reports out of the envelope when you get to the meeting room.’ 

[laughs] 

 

CURWEN: Even when questions are asked on the committee, there 

may not be any simple answers. Malcolm Cantello was keen to find out how funds were 

managed and asked for some data, a breakdown on costs.  

 

CANTELLO: I did ask for that breakdown and I was told that that is 

not readily available.  

 

CURWEN: But you actually got hold of a whole file of these 

transactions, didn’t you? 

 

CANTELLO: Yes, yes, I mean, they did say that the transactions are 

available for you to see and you can ask questions outside of the meeting, because obviously 

it seemed to be specifically technical, which I did, and they very kindly arranged for me to 

see one of the pensions investment officers of the fund to go through it in detail. 
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CURWEN: So how big was this file of transactions?  Was it 

heavy?  

 

CANTELLO: I would say it was heavy; it was 2 inches thick on A4 

paper. 

  

CURWEN: So you actually looked through all this? 

 

CANTELLO: Yes I did and it gave me a headache through it all 

[laughs]. 

 

CURWEN: The concerns around the cost of pension management 

don’t only apply in the West Midlands.  John Clancy, who has written a book about local 

government pensions, decided to look at total fees paid to fund managers across the board.  

 

CLANCY: Well, I found quite an astonishing figure actually.  

Even I was surprised.  The figure across all of the UK local government pension funds in 

relation to investment management fees was £597 million paid out in one year. 

 

CURWEN: How does that compare with the previous year? 

 

CLANCY: Well the previous year I thought was very high 

anyway, but that was £477 million, so there was a sudden massive increase. 

 

CURWEN: Of more than 20%. 

 

CLANCY: Absolutely it is, yes. 

 

CURWEN: What he found was that even though the fees had gone 

up, the returns on the investments had gone down; they were half the level of the previous 

year.  It didn’t sound like good value for money.  John Clancy’s not the only one looking at 

where the pension money goes. 
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SIER: It’s a bit like a one-armed bandit.  Sometimes you win 

and sometimes you lose, but you’ve got no idea about the workings of the one-armed bandit, 

and I don’t use that analogy lightly.  It is a bit of a gamble. 

 

CURWEN: That’s financial analyst Dr Chris Sier.  For years now, 

he’s been trying get to the bottom of fees and costs which aren’t spelt out, within the pensions 

industry.  

 

SIER: So you put your money in, you have no idea how much 

it costs or what the difference is between how much your money has actually made and what 

you get out at the end.  So I became obsessed with this idea of, how do you calculate this?  

How does one go about it?  And there probably are two or three different ways and the way 

that I started to think about was, well let’s think about all of the pieces in this big box.  Take 

out all the cogs and see how big they are and how do they work?  And I started trying to 

make some enquiries about this and met what can best be expressed as resistance. 

 

CURWEN: That didn’t stop him. Chris Sier, who was once a 

policeman, wanted to solve the mystery of how the cogs in the machine work. Most pension 

funds like this have a big pot with a range of various investments in it, such as shares or 

equities, government bonds, property and other kinds of assets. These may bring in income 

such as dividends, but fund managers will also buy and sell them at various times, to make a 

profit for the fund.  Each time they do buy or sell, that generates costs of trading, such as 

commission, stamp duty and foreign exchange. In the battle to pin down these costs,  

Chris Sier issued a host of Freedom of Information requests.   

 

SIER: What I discovered was challenging for me. These 

pension fund asset managers were buying and selling equities more frequently than other 

similar funds out in the market. They were buying and selling more frequently than once a 

year, so more than 100% of the time.  There are some things that one would assume would be 

the case for pension funds, which is you really wouldn’t want to turn things over too much, 

you don’t want to buy and sell things too much, because of this impact of costs on the 

performance of the underlying assets.  You don’t want to buy and sell too often because if 

you do, it costs you money, and that money takes away from the performance.  So here you 
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SIER cont: are, you have a pension fund perspective, which is 25 

to 30 years, you really are in it for the long game, why would you buy and sell things a lot? 

You want to buy things and hold them. 

 

CURWEN: Why would fund managers want to have a higher than 

normal turnover on shares if they’re handling them for a pension fund? 

 

SIER: I don’t know, is the answer.   

 

CURWEN: To find an answer, I turned to Guy Sears, director at 

the Investment Association, which represents the fund managers.   

Research done by Dr Chris Sier suggests that turnover, on average, in the Local Government 

Pension Scheme, is more than 100%. In other words, shares are being sold more than once a 

year.  Isn’t that very high, for a long term investment like a pension fund? 

 

SEARS: I think that does sound higher.  Dr Sier is well known 

to us, he’s a very competent spokesperson about the industry.  The thing I would say is that 

this all comes back to the individual situation of each local authority. They can see the 

turnover that relates to them and if that turnover is not caused by a genuine investment reason 

that is trying to secure a better return for the local authority, then they have every right to 

complain about the manager. And indeed, managers do get replaced quite frequently. 

 

CURWEN: But we’re talking here not just about one fund.  He’s 

saying that this is the average across the scheme.  In some places it’s much higher than that, 

over 500%. 

 

SEARS: Well it depends again, unfortunately, on how you 

measure these things.  And some of the measurements that you may think, because it says 

there’s been 100% turnover, might suggest that every single share has been sold and replaced.  

That isn’t necessarily what the 100% figure is, unfortunately, so I can’t comment on what 

Chris Sier has done in terms of his own methodology. 
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CURWEN: But you agree that over 100% would be very high?  I 

mean, one very senior person running a large local government fund said to me that it was 

ridiculous. 

 

SEARS: Well, it wasn’t a figure known to me before today.  I 

haven’t read Chris’ research, but I would say this, as I said before.  If there is high turnover, 

then that erodes performance. And if local authorities are not getting good performance or 

their investment consultants notice that their performance is not good as one of their peers, 

then they will be asking questions. And I have no problem with the fact that if there is a 

number around the 100% figure that local authorities will be asking why is it like this? 

 

CURWEN: If the turnover of shares is high, a whole ecosystem of 

City of London firms benefit from the trading costs, including market-makers, custody banks, 

brokers and foreign exchange traders. We asked Chris Sier if he could make an estimate of 

the true cost of local government pensions. Figures from annual reports show two big 

categories, cost of administration, and investment management.  Put those two together and 

you get about £1 billion as the official cost. But how much would the unreported fees for 

trading add up to?    

 

SIER: Based upon my calculations of this cost of trading, the 

cost of trading just equities, which is only a portion of the portfolio, is that cost again and 

then some more and this isn’t expressed anywhere. So, you know, we’re at somewhere in the 

region of £1 billion already on administration and asset management, but then add that cost 

on again just for trading. 

 

CURWEN: You’re saying that the costs of running the Local 

Government Pension Scheme are more than twice the amount that we’re told? 

 

SIER: Yes, probably more than that. Probably quite a bit 

more than that, because the cost of the trading, of all of the other asset classes, need to be 

added on as well.   
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CURWEN: We can’t know for certain what the total cost is,  

because data on all the trading costs aren’t routinely collected, published and made clear to 

the councillors who take the investment decisions. I put Chris Sier’s figure to Guy Sears of 

the Investment Association.  

So, do you accept that it might be costing up to £1 billion extra a year for the Local 

Government Pension Scheme, for the costs that are costs of trading? 

 

SEARS: The Investment Association doesn’t add up and 

aggregate all those costs and make that analysis. 

 

CURWEN: But the true cost of investment management is not 

being published, is it? I mean, the investment management that you’re doing is about buying 

and selling of shares, and the councillors aren’t getting that picture. 

 

SEARS: I don’t agree that the councillors aren’t getting that 

picture.  I think if anybody asks for it, they do get a lot of information. There’s never a 

resistance about giving information.  What there is, however… 

 

CURWEN: If anybody asks for it?  Why should they need to ask 

for it? 

 

SEARS: Well there is already a considerable amount of 

disclosure that’s made about the trading that goes on. These local authorities have investment 

consultants who assist them in looking at those investments and ensuring that they’re getting 

value for money. But having said that, I fully accept that there are areas in which there should 

be greater consistency and greater clarity about those total costs, and we at the Investment 

Association published a paper, just a couple of weeks ago, on giving better disclosure about 

costs, and I think the thing where I would agree with you is it’s about consistency and 

comparability. 

 

CURWEN: More transparency might be part of the solution, but 

are more radical reforms necessary? There’s an increasing number of voices being raised who 

want to see the whole scheme re-thought and the current model ripped up. They argue that 

fewer, bigger pension funds would be more efficient. Among them is Colin Meech, 
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CURWEN cont: who is a national officer from the trade union, Unison, 

many of whose members are in the pension scheme.     

 

MEECH: If you imagine a pension fund like a bucket, and 

you’ve got to fill that bucket to the top, because the bucket represents everyone’s liabilities, 

you mustn’t have any holes in the bucket, because any money that leaks out is a cost to 

everyone. But unfortunately pension funds are full of holes. The bucket leaks all over the 

place and there’s never been a detailed analysis of that problem. There are so many funds. 

Why are there so many funds? There are lots of inefficiencies. Some perform well and some 

perform dreadfully. Everyone knows that the system is fundamentally inefficient. Any 

professional from the investment world would tell you large funds are more efficient, 

principally because large funds can employ their fund managers in-house, so you don’t end 

up financing the buildings of Canary Wharf. 

 

CURWEN: A voice at the other end of the political spectrum is 

Michael Johnson of the Centre for Policy Studies. 

 

JOHNSON: I think it's a case example of how not do to it, and I 

base that response on looking at other examples around the globe of large public sector 

funded pension schemes. And the LGPS stands out as a pretty grim example, and in fact I 

would characterise it as a national embarrassment. 

 

CURWEN: So what is the effect of all these flaws in the structure, 

in your view? 

 

JOHNSON: Ultimately it’s to the detriment of both the members 

and taxpayers. Because the cost base is so much higher, multiples higher, than it needs to be, 

to run what is ultimately a single occupational pension scheme. There is mind numbing 

amounts of replications, so one has 101 funds, one has 101 replications of service provision 

to those funds, be it accounting functions, actuarial functions, governance functions, 

investment management functions. Whereas a single large fund would be able to harness all 

the economies of scale and drive costs down. Which would mean that capital would not be 

eroded at the rate that it is being, and a consequence of capital depletion is that we need more 

and more contributions, both from employees and the taxpayer, and that is unnecessary. 
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CURWEN: It’s not just about cost. Mergers could also give local 

government pension funds more firepower to make the sort of major investments which are 

commonplace among pension funds from other countries. Birmingham Airport, for example, 

is partly owned by the Ontario Teachers’ Pension Plan. Why not buy our own local 

government pensions? In fact, a single giant UK merger is not the only blueprint for reform.  

There are others. Birmingham councillor, John Clancy, believes there are benefits in thinking 

regionally.   

 

CLANCY: I think there is an argument for producing effectively a 

UK sovereign wealth fund of £320 billion and it would be one of the biggest financial entities 

on the planet. It would be able to invest and, I think, get returns which would be better. I 

think I would probably counter that by saying that if you put it all together it may very well 

find itself centred in London. I believe that perhaps four or five regionally based pension 

funds would be the way forward, and to ensure that the wealth that comes from the regions 

stays in the regions, in terms of the decisions that are made about that wealth. I also believe 

that the wealth would be better circulated in those regions anyway as a financial bet, as an 

actual investment judgement. I think that you could probably have a North pension fund, a 

Scotland pension fund, or perhaps a Scotland/Northern Ireland pension fund, a Wales pension 

fund and then a South and West and then a London and the South East.  I think those would 

probably be the best ways to organise it. 

 

CURWEN: Super funds, in other words? 

 

CLANCY: Yes, definitely super funds, and I think they would be 

so large that the economies of scale that would be involved would be quite considerable and 

to the benefit of those funds, and certainly they wouldn’t involve the kind of fees that are 

being paid. 

 

CURWEN: Which options has the Government been considering?  

It’s set up an advisory board to advise it on reform of the funds in England and Wales.  

Joanne Segars is its chair. She is also, by the way, head of the National Association of 

Pension Funds, and she is urging caution.  
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SEGARS: It is a very, very well run scheme; it doesn’t always get 

the credit for being very well run, but it is a very well run scheme.  But of course there is 

always room for improvement. It would be really rather remiss of anybody just to sit on their 

laurels and say we’re doing as well as we can. So there is room for improvement. There is 

room for further efficiency gains, there is room, for example, to help address some of the 

issues around scheme deficits and that’s one of the things that the Shadow Scheme Advisory 

Board is looking at right now. There is an awful lot of collaboration going on already and we 

see funds coming together, working with other funds that look a little bit like them. 

 

CURWEN: But that kind of piecemeal, ad hoc collaboration and 

cost cutting is not ever going to produce the kind of really giant cost cuts that you would get 

if you merged into one big scheme. 

 

SEGARS: Well, I think the jury is out on that and I think we need 

to look at what the … 

 

CURWEN: You think it could produce … cost cutting? 

 

SEGARS: We need to have a sort of broader debate, I think, on 

that.  It would take an awful lot of work to get it and time to get it into one single scheme, and 

so any cost savings will take a long time to be realised, not least of all because there will be 

significant costs. I mean imagine bringing 89 separate funds together into one, that’s not 

something you can do overnight. 

 

CURWEN: So far, the Government has consulted on whether to set 

up large pooled investments. Instead of scrapping many individual funds, this would simply 

make it cheaper for them to invest. There’s no word on whether it will adopt this plan. We 

wanted to speak to the Local Government minister, Kris Hopkins, but he was not available.  

In a statement his Department told us there was scope for savings on management costs, and 

for more transparency.  

 

READER IN STUDIO: We are carefully considering the evidence and views 

expressed in response to the technical consultation, and will publish our proposed next steps 

in due course. 
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CURWEN: But Michael Johnson of the Centre for Policy Studies 

isn’t hopeful that the government will bring about radical change anytime soon.  

 

JOHNSON: It is being very coy, and in public documents there 

have been one or two hints that this is a possibility. But the vested interests that oppose 

change, which are replicated across 101 individual funds and 101 providers of accounting 

services and actuarial services and so on and so on and so on are very considerable, and 

behind the scenes one can imagine the screams of pain from the investment management 

industry, and one can also bear in mind how political parties are funded in this country and 

start drawing some conclusions.   

 

CURWEN: So what do you think the Government is likely to 

decide? 

 

JOHNSON: Well, so far it’s kicked the whole question into the long 

grass and I think that as we approach the General Election, the prospect of anything emerging 

in the public domain diminishes and then post-May, who knows what, will happen?  

 

CURWEN: So in your view, where are we now? 

 

JOHNSON: We are in possession of a Local Government Pension 

Scheme that resembles some sort of dystopian dysfunctional fantasy and it needs to change 

dramatically and it’s not clear that that is going to happen.  
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