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Funded to Fail? 

 

The Pension Protection Fund has been established to provide an insurance 

for pension schemes in deficit where sponsoring employers become 

insolvent. But in a submission to the PPF Frank Field MP questions 

whether the method chosen by the Government to finance the levy will 

have the paradoxical effect of increasing the schemes having to draw 

upon the Funds, thereby bringing the Fund itself into question. 

 

The consultations on the new scheme ends today. 

 

The proposal for a British Pension Protection Fund was first made by 

Frank Field in a Private Member’s Bill in 2002.  The Government 

blocked the bill only to introduce its own measure.  The Government’s 

proposals follow the original bill in all but two respects – both crucial to 

the long-term wellbeing of pensioners. 

 

• The Government chose, prior to establishing the Pension Protection 

Fund, to present taxpayers with a £400m bill to cover part of the 

pensions already lost by people who were members of wound-up 

schemes that were under funded or where the sponsoring employer 

went insolvent.  A Financial Assistance Scheme was enacted but 

the Government has so far refused to place a levy on the huge 

unclaimed assets of banks and building societies to finance an 

adequate lifeboat operation – as was suggested in the original bill – 
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even though it has admitted that the £400m taxpayers’ 

contributions will prove inadequate. 

 

• As the proposed Pension Protection Fund levy is being placed on 

scheme funds the Government has had to invent a highly 

complicated formula to take account of a pension fund’s deficit, as 

well as the possible long-term solvency prospects of the sponsoring 

firm.  This move contradicts the Government’s avowed intention of 

simplifying pension administration law and administration.  

 

In the original bill Frank Field proposed a levy on pensioners and 

employees of company schemes as these are the groups who have most 

interest in ensuring that their pensions are paid. 

 

The submission proposes a reversion to the original proposal with  

 

• £12 a year levy on current occupational pensioners 

• £50 a year levy on active members. 

 

The full submission is attached. 

 

Further information  Frank Field   020 7 219 5193 

     Oliver Blaiklock 020 7 219 663
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