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‘Our system of state, private, and workplace pensions 
provide the basis for security in retirement. Labour 

will retain the triple lock for the state pension. We will 
also adopt reforms to workplace pensions to deliver 
better outcomes for UK savers and pensioners. Our 
pensions review will consider what further steps are 

needed to improve security in retirement, as well as to 
increase productive investment in the UK economy.’

- Manifesto p. 79



  

‘Labour will make the UK the green finance capital of 
the world, mandating UK-regulated financial 

institutions – including banks, asset managers, 
pension funds, and insurers – and FTSE 100 

companies to develop and implement credible 
transition plans that align with the 1.5°C goal of the 

Paris Agreement.’

- Manifesto p. 57



  

‘The size of Canadian pension schemes means they 
can invest far more in productive assets like vital 

infrastructure than ours do. I want British schemes to 
learn lessons from the Canadian model and fire up the 

UK economy, which would deliver better returns for 
savers and unlock billions of pounds of investment.’

- Rachel Reeves (7 August 2024)



  

(1) Pledges – in summary

● (i) Improve pensions for security in retirement, 
focusing on workplace pensions

● (ii) A credible 1.5 degree Paris aligned plan for all 
pensions (+ life insurers) and asset managers

● (iii) Raise long-term, productive investment by 
learning from abroad, especially Canada

(2) Human rights (3) Legal background (4) International 
rank, data (5) Reform models (6) Benefits, costs



  

(2) Human rights
● ‘Everyone, as a member of society, has the right to social 

security’. Universal Declaration of Human Rights art 22

● ‘Everyone has the right to life...’ Universal Declaration art 3, 
also European Convention on Human Rights article 2, etc

● The right to life in ECHR art 2 (and art 8) places a positive duty 
on member states to reduce emissions in line with the UN 
Framework Convention on Climate Change. This includes the 
UK. So ‘the State’s primary duty is to adopt, and to effectively 
apply in practice, regulations and measures capable of 
mitigating the existing and potentially irreversible, future 
effects of climate change.’ Klimaseniorinnen v Switzerland 
[2024] ECHR 304, [545]



  0.028% CO2 in air in 1775 -> 0.0424% (or 424ppm) in 2024



(3) Legal background

(a) UK state, workplace + private pensions
(b) Workplace pension structure
(c) Public service pension system

(d) Asset managers’ role and control



  

(a) UK state, workplace + private pensions
● National Insurance Contributions pay for the state pension 

(as well as unemployment + insolvency, etc) but is not 
hypothecated, separate from general tax

● Employer pays 13.8% of salary in NICs, employees pay 8%, 
and self-employed pay 6% (+ no em’r NICs), but only 2% of 
salary above £50,270 (i.e. not progressive like income tax)

● State pension = £11,542 p.a., £221.20 a week from April 
2024, with 35 years paying in (30 yrs to 2016).

● This increases yearly by the highest of CPI inflation, average 
earnings growth, or 2.5% (the ‘triple lock’)

● The state pension is a minimum floor, not income linked: 
so need workplace/private pensions to replace income



  

Three pillar – or layers – of pensions



  

(b) Workplace pension structure
● UK pension assets = £2.96 trillion, yet funds are small and scattered as 

Trade Union LRC Act 1992 Sch A1 only enables union ‘recognition’ for 
workplaces – not sectors. There’s no duty to bargain, or right of unions to 
take cross-sector action to get a collective agreement + pension, until fair 
pay agreements come 

● So, few sector, or multi-employer plans – if a pension at all. 

● 88% of ‘eligible’ GB employees have workplace pensions (up from 55% in 
2012, 42% in private sector) but only since workers age 16-64 were 
automatically enrolled. Delayed by 5-10 years: Pensions Act 2008 ss 1-3 

● Just 3% minimum contributions by employers, 8% total (rest from workers) 
but no cap: Pensions Act 2008 s 20. 

● Many pensions fail to guarantee income in retirement (DB) – they are lump 
sums that can run out if people live too long (DC). 

● Small funds lack bargaining power and pay more fees to asset managers. 



  



  Pensions Policy Institute, Pension scheme assets (September 2024) 11



  

Workplace pension governance
● Pension funds are mostly corporations, or trusts, with a board of directors 

or trustees, chosen by employers, or workers/unions: ‘member nominated’. 
Collectively bargained funds aim for half or majority-elected boards. 

● ‘Contract’ or insurance pensions give control over money to a life insurance 
company or fund firm, providing annuity in retirement

● Member nominated trustees must be at least ⅓ of the board, but multi-
employer plans are exempt (e.g. USS), so is NEST, and the law is not 
enforced on contract pensions: Pensions Act 2004 ss 241-2

● Minister can raise the threshold to ½ of member-nominated trustees or 
directors but have refused to do so yet: Pensions Act 2004 s 243

● Hard to enforce pension directors’ duties, with no codified rules, and shifty, 
uncertain common law: McGaughey and Davies v USS [2023] EWCA CIv 873

● Association of Member Nominated Trustees, whose members represent £1 
trillion AUM, organises worker/pensioner voice, does training sessions, and 
has an ESG voting policy: the Red Line Voting policy (2021)  



  

(c) Public sector pensions
● NEST, 13m members, third of UK workers, 1 million 

employers, £43bn AUM in Sept 2024 (projected 
£100bn in 2040?). NEST board has no worker reps: 
directors choose successors: PA 2008 Sch 1, para 1 

● NEST assets will be much more if contributions rise 
to an adequate level, e.g. A rise from 8% to 12% = + 
£10 bn pa: Phoenix, WPI Economics (2024)

● LGPS has 86 funds, 6.5m members, £425 billion 
AUM in July 2024: Public Service Pensions Act 2013 
s 5(4)(c) board with equal employer/member reps, 
but it merely ‘assists’ a scheme manager

● Returns will be much higher if funds are merged: 
fund manager fees can be lower/zero 



  

(d) Asset managers’ role and control

● Asset managers charge fees to pension funds, 
more to smaller ones, for managing investments

● Asset managers take control of shareholder 
voting rights, and refuse to follow instructions for 
ESG voting policies from pension funds: Simon 
Howard, The report of the Taskforce on Pension 
Scheme Voting Implementation (Sept 2021)

● Asset managers almost always vote with company 
managements, and against environmental, social & 
governance preferences of pensions, e.g. AMNT, 
Red Line Voting (2021)

● No duty on asset managers in statute, or enforced 
in courts, to follow pension fund voting policies



  



  

(4) UK has poor pensions compared to OECD

‘Replacement rate’ for average person is just 54.4% of 
salary: OECD, Pensions at a glance (2023) 157, Fig 4.4



  



  

Zero UK pension funds among top 40 of world’s 
largest: Global top 300 Pension Funds (2024) 45-52.



  

… only one UK fund – USS – in top 100.
Canada has 8. Australia has 7. Netherlands has 5.



  

… two in top 120...



  

… and then 6 more between 123-160.



  

Canada, US, Australian, Dutch pensions

● Canada’s Maple 8:
– Canada Pension Plan. 22m members. C$646bn in 2024.
– Cdp Quebec $434bn in 2023
– Public Sector Pension Investment Board, $264bn in 2024.
– BC Pension Corp, £143.5bn
– Ontario Teachers' Pension Plan, £141.9bn
– AIMCo (Alberta) £92bn
– Ontario Municipal E’s Retirement System, £73.7bn
– Healthcare of Ontario PP, £64.5bn

● CalPERS $502.9b (£384b). CalSTRS $344.9b. Fed Thrift $782b
● SP Chan, ‘Aussies do it better’: why Jeremy Hunt is casting an 

envious eye Down Under’ (2 December 2023) Telegraph 
● Netherlands, ABP €474bn

https://www.telegraph.co.uk/business/2023/12/02/jeremy-hunt-mimick-australia-pension-supercharge-uk/


  

(5) Models and options to meet goals

● Require employers negotiate multi-employer 
pensions via sector-wide fair pay agreements: 
Employment Rights Bill ss 29-36, for all sectors

● Merge the Local Government Pension Scheme by 
law, and ensure investment is in-house (Canada) 

● Raise member-nominated trustees to ½, remove 
scheme loopholes for multi-employer schemes such 
as USS, NEST, or contract pensions: PA 2004 s 243 + 
Australia’s ($3.5tr) Superannuation Industry 
(Supervision) Act 1993 s 89, pre-Abbott



  

… and to improve voting + Paris fulfilment

● Right to training for all pension trustees, and build in-house 
investment capacity, following the work of the AMNT 

● Duty on pension funds to write ESG voting policy based on 
members’ views + asset managers to vote by it: Swiss 
Regulation against excessive pay at listed companies 2013 
(Verordnung gegen übermässige Vergütungen bei 
börsenkotierten Aktiengesellschaften 2013)

● Ensure that beneficiaries can enforce all pension fund 
duties and voting policy: Companies Act 2006 ss 260-263 

● Duty to divest all fossil fuels, to shift capital to clean 
energy: Netherlands, ABP, €520 bn, divested all liquid assets 
and is phasing down rest



  

(6) Benefits and costs of reform

● Save up to £2.048 bn p.a. in the costs of administering 86 
Local Government Pension Schemes: DLUHC (2 Nov 2023).

● 50% extra pension returns from shifting to collective 
defined contribution schemes. Dutch collective DC schemes 
charge 0.15% of total assets, while average UK individual 
DC scheme charges were 1.27%: D Pitt-Watson (2010-2012) 

● Extra £8 billion investment in the UK for each 1% of DC 
scheme money that is kept in the UK: Treasury (2024) 

● Higher returns from renewables than fossil fuels: Imperial 
Business School and International Energy Agency (March 
2021) across global funds in past 10 years. The €520bn 
Dutch ABP fund has divested entirely. 



  



  

Discussion questions

● 1. What are the best options to ensure pensions and 
asset managers cease fossil fuels to comply with the 
Paris Agreement?

● 2. What are the more desirable reforms to pension 
and asset manager governance?

● 3. How can funds be re-structured to raise long-
term investment, including in productive UK assets?
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