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Response from the National Housing Federation 

The National Housing Federation is pleased to have this opportunity 

to comment on the „Consultation on the Fair Deal Policy: treatment 

of pensions on compulsory transfer of staff from the public sector‟ 

and is happy for our response to be published.  

The Federation represents 1200 independent, not for profit social housing 

providers in England. Our members include housing associations, co-

operatives, trusts and stock transfer organisations. They own and/or manage 

2.5 million homes provided for affordable rent, supported housing and low cost 

home ownership, including an increasingly diverse range of community and 

regeneration services. 

The diverse range of services housing associations offer is increasing in the 

light of the Government aims to increase the plurality of public services, due to 

budget changes and the Big Society agenda. Housing associations are 

amongst the best placed organisations to be able to offer these services due 

to their significant experience in already having run many types of ex-public 

service contracts including care services, health services, neighbourhood and 

community services, education services and many more. 

However housing associations face a significant barrier to their ability to 

tender for public service contracts, when those contracts include the transfer 

of public sector staff. In these cases housing associations, along with other 

non-public sector organisations, are required to offer „broadly comparable‟ 

pensions to those that were received in the public sector by the now ex-public 

sector employees. This normally requires a type of defined benefit pension. 

Housing associations are well placed to offer similar defined benefit pensions 

to those in the public sector, with the vast majority being members of defined 

benefit schemes. However, the expense to a housing association of offering a 

broadly comparable pension is significant, largely due to the risk assessment 

of a housing association compared to that of a public sector organisation.    

This barrier is leading housing associations to reconsider tendering for public 

service contracts, and in the majority of cases pulling back from tendering 

altogether. We therefore support the Governments aim to reform the Fair Deal 

policy. 

Question 1 The Government welcomes views on whether there are any people or organisations 

who may be affected by this consultation other than those listed in 1.7 

No further people or organisations identified. 
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Question 2 The Government welcomes views from respondents on how the Fair Deal policy    

operates in their experience, where this is considered relevant to future policy.  

The Fair Deal Policy restricts the ability of housing associations to tender for 

public service contracts due to the significant costs involved. For example a 

housing association reported having to pay 60% of an employee‟s wages in 

order that a broadly comparable pension was offered. Examples like this have 

created the situation where housing associations, best placed to be able to run 

some public services, are not even considering tendering for a significant 

number of public service contracts. 

 

Question 3 The Government welcomes views on whether there are any objectives which should 

be taken into account other than those set out in 3.2 when developing future policy. 

No further objectives identified. 

 

Question 4 Is there a case for changing the current Fair Deal policy? 

The Fair Deal policy in its current form creates a barrier to the plurality of 

public services. It means that vital public service contracts, which are to be 

tendered out to the non-public sector, will be restricted in quality by the 

number of organisations able to tender for these contracts, including housing 

associations, who would be best placed to offer these services. 

 

Question 5 If so, what should the policy cover, including:  

a) what (if any) stipulations should be made regarding the level and type of future 
pension provision following transfer to be provided for future accrual;  

b) what should be the treatment of previously accrued benefits? For example should 
CETV’s be the norm or should bulk transfer agreements continue to be used and, if so, 
in what form; and  

c) what should the requirements be on subsequent compulsory transfer to an 
independent provider or return to the public sector?  

 

a) The pension provision on transfer should reflect the pension provision 
offered to existing equivalent employees of the non-public sector organisation. 
This would ensure that employees at the same level in the organisation would be 
on comparable terms, creating a more equal situation than one that currently 
exists. This would therefore enable more plurality to public service provision. 
 
b) Previously accrued benefits should be deferred by the employee‟s public 
sector pension scheme. This would mean that the public sector retained part of 
the risk around these pensions, but the employee involved would be comforted 
by the fact that their accrued benefits would have been retained. 
 
c) Similar to “a)”, subsequent compulsory transfer should mean the employee 
being offered a similar pension to those at the same level in the organisation. 
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Similar to “b)” any accrued benefits from previous non-public sector or public 
sector organisations should be deferred. 

 

Question 6 In setting out a proposal for future policy, respondents are asked to set out:  
 

a) how it would deliver against the objectives set out in Chapter 3 and any others 
considered relevant;  

b) the impacts on those involved, including employers and employees;  

c) if possible, how much the proposal would cost or save the taxpayer compared to 
the current Fair Deal arrangements; and  

d) any past experience, whether in the public sector or otherwise, which informs these 
proposals.  
 

a. Chapter 3 lists the following objectives, which are considered below: 
 
 

 Delivering value for money:  
 
The proposals set out in answer to question 5 above will increase the 
competition around public service contracts, due to the reduced costs to non-
public sector organisations of the above proposals. This will lead to a greater 
number of organisations tendering for these contracts, increasing the quality 
(for example the number of housing associations bidding for these contracts 
would increase significantly) and reducing the costs of outsourcing. 
 
 

 Providing an appropriate level of protection to public sector employees’ 
pension provision: 
 
Previously accrued benefits being deferred, as recommended in answer to 
question 5, would provide adequate protection to employees‟ accrued 
pensions. The future provision of a pension similar to that achieved by existing 
employees would ensure that the transferred employees would receive an 
adequate pension. With the introduction of auto-enrolment all organisations 
will be required to offer defined contribution schemes as a minimum, however 
in many instances employers (including housing associations) would offer 
defined benefit schemes. 
 
 

 Removing barriers to plurality of public service provision: 
 
The recommendations that have been set out in question 5 would remove the 
majority of barriers to the plurality of public service provision. If these 
recommendations were enacted the number of organisations tendering for 
public service contracts, including some of the most suitable to provide 
outsourced public services such as housing associations, would increase 
significantly. This would improve the quality and value for money of public 
service delivery. 
 

 Allocating the costs and risks of pension provision appropriately: 
 
To allocate the costs and risks of pension provision appropriately, the 
Government will have to retain the risks and costs of retaining the deferred 
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benefits, whereas the non-public sector organisations will have the ongoing 
risk of pension provision to the transferred employees and the associated 
costs. This would create a more equal system than at present, with the non-
public sector employer taking on all the risks and costs of transferred 
employees pensions provision. 
 
 

b. Those that would be affected by reform of the Fair Deal would be public sector 
organisations, non-public sector organisations and employees. Public sector 
organisations would have greater competition on the outsourcing of contracts, 
leading to greater value for money and increased quality of those organisations 
tendering for contracts. Non-public sector organisations would have lower costs 
when tendering for such contracts, increasing the number and quality of those 
tendering. Employees would retain their accrued benefits and would be provided 
with an adequate pension on transferring out of the public sector. 
 
 

c. The proposals in question 5 would save the taxpayer a significant amount of 
money, bringing down the cost of outsourcing contracts by increasing the 
competition over these contracts. The precise figure is difficult to estimate but this 
would run into millions of pounds of savings. 
 

 

d. Past experience from housing associations has informed the Federation that the 
Fair Deal is a significant barrier. These reforms would enable housing 
associations to tender for contracts that previously would not have considered. 

 
 

Question 7 The Government welcomes views on what approach should be taken when previously 

transferred public services involving compulsory Fair Deal staff transfers are re-

tendered. The Government also welcomes details of any past experience informing 

respondents’ proposals. Is there a case for changing the current Fair Deal policy? 

 

Re-tendered Fair Deal staff transfers should follow the recommendations set 

out in question 5. The accrued pensions should be deferred and the future 

pensions‟ provision should be set at the level offered to the existing equivalent 

employees of the organisation. 

Question 8 The Government welcomes views on what approach should be taken for employees 

returning to the public sector having been transferred out in the past under the Fair 

Deal policy. The Government also welcomes details of any past experience informing 

respondents’ proposals. 

 

Employees returning to the public sector having been transferred out in the 

past under the Fair Deal policy should return to the accrual that was offered 

from the previously deferred public sector pension. 

 

 

 


