
With around 100 schools having now given notice to the 
Department for Education (DfE) to leave the Teachers’ Pension 
Scheme (TPS), now is the time to be considering your 
pensions options for teachers.
Market update
Latest statistics suggest that over 100 independent 
schools have now given notice to DfE to leave TPS 
(according to John Richardson of NEU talking to the 
Times Education Supplement in January 2020). In our 
experience, many others are considering their options 
or are in a consultation process at the moment. This 
therefore means that, realistically, around 10% of the 
1,200 independent schools in TPS are already 
expected to exit.

Why consider your options now?
There are 3 key reasons to take action now, rather than 
deferring for another year:

   1  Mitigate the risk of further TPS cost increases 
TPS costs will change again in 2023 off the back 
of the 31 March 2020 valuation of the scheme, 
and, our view is that it is more likely than not that 
costs will rise again in 2023. The risk of imposing 
exit penalties also remains a possibility.

   2  Avoid diluting the affordability business case  
It tends to be a far more compelling business 
case for change if your message is a need to 
stabilise pension costs at 16% rather than a 
reduction in costs. The higher TPS contributions 
started in September 2019, so have now been in 
place for over 3 months. The longer you continue 
to participate in TPS at these contribution levels, 
the harder it becomes to make the case that are 
you stabilising rather than reducing costs.

   3  Recruitment and retention impact should now 
be lower 
The risk of being an early mover has largely 
disappeared now and, in our experience, retention 
and recruitment has not been particularly 
adversely impacted for schools that have exited.  

What are the alternative pensions options 
for teachers?
As the market has developed, a range of solutions 
have developed for managing the TPS cost increases:

    1  Move all teachers to a DC scheme. This is the 
most straightforward solution and gives cost 
certainty, but generally imposes a change on 
teachers. Options are available with this solution 
though to give teachers choice such as 
swapping pension contributions for salary or 
other reward.

    2  Total reward solution. Under this solution, 
teachers are given the choice of opting out of 
TPS into a DC scheme or staying in TPS with a 
reduction in pay to fund the additional TPS costs. 
This approach does give teachers choice, but 
may not be a sustainable solution for the long-
term if TPS costs continue to rise.  Schools should 
also consider the additional administration 
required to run a total reward solution and what 
support they would need to provide to enable 
staff to make an informed choice.

    3  Mixed economy solution. This is the approach 
that DfT consulted on in 2019, whereby a school 
keeps current hires in TPS but makes alternative 
pension arrangements for new hires. This doesn’t 
disturb pension benefits for current teachers, 
and gradually addresses the increased costs in 
TPS. However, the cost savings will only come 
through over a long timeframe, particularly if 
staff turnover is low. 

Pensions advice for 
independent schools:



A compelling business case – your teachers will understand the need for change if the business case is 
really compelling. So, for example, the cost increases may be unaffordable, and this change is required to 
protect the longer term sustainability of the school and ultimately jobs.

A decent replacement offer – maintaining the school’s spend at 16% (or more) enables the message to be 
about stabilising cost rather than reducing cost. A 16% employer contribution rate remains very competitive 
relative to broader UK pension contribution levels, and in many cases will provide a reasonable retirement 
income based on modelling we have completed.

A genuine consultation process – your consultation process needs to be genuine, open and bring teachers 
with you. It needs to avoid being perceived as a ‘done deal’. Listen to teachers, and representatives, during the 
consultation process and consider if your proposal can be revised in some areas to address any of their 
feedback.   

If you haven’t started considering your TPS options yet, then now is the time to be doing it. Please get in touch 
with one of our experts if you would like to discuss your options and how you go about developing a proposal:
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How do you run a successful consultation process?
If you decide you do want to develop a proposal for exiting TPS, it’s crucial to get that proposal and the 
accompanying consultation process right. From our experience of working with schools that have already 
exited TPS, these are the key areas to get right in a consultation process:


