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What is the Gender Pensions Gap?

In recent years there has been increasing focus on ensuring equality A
at work. Most companies now publish statistics on their Gender Pay
Gap (the difference in average pay between males and females).

Following on from this, there has been increased focus and research
conducted to better understand the Gender Pensions Gap. Dr Rajiv

Prabhakar, published a report! for the Commons Library highlighting
that there is no official measure of the Gender Pensions Gap; to

. . . ) Pension
some it is the difference between the retirement income of men and wealth at
women (which would include private and state pension), for some it age 65

is the difference in wealth in retirement (which would suggest the
inclusion of other assets, such as property).

A recent publication by NOW:Pensions?, in conjunction with the
Pensions Policy Institute, highlighted that, on average, women are
reaching retirement in their 60s with a pension wealth of £69,000,
whilst men at a similar age have a pensions wealth of £205,800. In
addition, there are around 1.2 million women in their 50s that have no
private pension wealth and will rely on the State Pension and their Women Men
partner to provide a retirement income.

4 ‘https:/iresearchbriefings.files.parliament.uk/documents/CBP-9517/CBP-9517.pdf q @ D HYMANS 3 ROBERTSON
2www.nhowpensions.com/about-us/fairpensionsforall/gender-pensions-gap/
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Is the Gender Pensions Gap an issue in the LGPS?

As one of the largest pension schemes in the UK (with around 6.3
million members), the LGPS provides a valuable benefit to many
people.

Around 75% of these members are female (the figure is around 63%
in your fund). With such a large proportion of members being female,
and the public sector nature of participating employers, people may
expect the gender pensions gap to be less of an issue in the LGPS.

However, initial analysis by Hymans Robertson suggests that a
material gender pensions gap does exist in the LGPS. It is difficult to
pinpoint the exact causes of the gap, but the main factors seem to
be:

Gender pay gap (pension is linked to earnings)

Part-time vs. full-time working (pension is linked to service)

=~ [T
D i

O O
Career breaks (again, this affects service)

4 @ D

To better understand the issue, analysis is required. As agreed with
the fund, we have used the fund’s membership data provided for the
2022 valuation and investigated the difference in the average annual
pension amount between gender across 5-year age bands.

Note we are using pension amount instead of pension wealth. Wealth
reflects differences in life expectancy and would be more appropriate
if measuring the difference between defined contribution retirement
pots. However, the LGPS is a defined benefit scheme and the benefit
granted is independent of gender and expected life expectancy.
Therefore, for this scheme, pension amount is a more appropriate
measure for analysing the gender pensions gap.

The results of our analysis are set out on the next four pages.

HYMANS 3 ROBERTSON
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Analysis of your data: current pensioners

Using the 2022 valuation data, we have calculated the average

pension for 5-year age brackets and split by gender. BMale BFemale

90+ 86%

The chart shows that, on average, for every £1 of pension paid to
males, females are receiving around 75p (noted by the percentages). 86 to 90 53%
This is clear evidence of a gender pensions gap.

. . . 811to 85 74%

For older members, as considered here, this difference may not be
surprising when considering the societal structures in place as these £ 76, g 66%
benefits were being accrued. However, the trend is still evident at g
younger ages, €.g. 61 to 65, when changes to these structures were ¢ 71175 72%
taking place. <

: . : o 66 to 70 77%
To understand if the gender pensions gap is a timing issue, we have
carried out the same analysis for active members. 61 t0 65 730
Note that the figures for age 56 to 60 may be skewed or subject to 56 to 60 99%
some bias. For example, pensioners in this age bracket are likely to
have retired early due to affluence or a long service history. 10,000 8,000 6,000 4,000 2,000 0 2,000 4,000 6,000 8,000
Therefore some of the factors that cause the pensions gap are not Average pension in payment at 31 March 2022

relevant for this group. Similarly at age 90+, the dynamic of
glependant pensions is likely to skew the analysis.

HYMANS ROBERTSON
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Analysis of your data: active members

Again, using the 2022 valuation data, we have calculated the EMale ©Female
average accrued pension for active members in 5-year age brackets 61 10 65 | | 89%
and split by gender.

: : 56 to 60 9
The pyramid shape of the chart is to be expected. Younger members ? | | 79%
will have a shorter service history so accrued less benefits to date 51 to 55 | | 70%
than older members.

_ 461050 | | 69%

At older ages, 31+, the chart shows that even for younger members, ¢
despite changes in household working behaviours, a gender g 41 to 45 | | 82%
pensions gap still exists. For younger members the gap is less o
pronounced, a pattern we have seen in other LGPS funds. < 361040 | | 76%
This analysis has focussed on the output (pension). To better 311035 | | 80%
understand the issue, particularly the potential causes, we have @~ ~~~ """ -~-~-~-~-"7----T-TTTT -~ - CTm T TS TSI ST T T TS
reviewed the inputs — salary and service. 261030 I::I pa%
Note that the figures for age 61 to 65 may be skewed or subject to 211025 ] 83%

some bias. For example, due to retirement age rules, active
members in this age bracket are likely to have similar service and job
history so the differences which affect younger age brackets are less

resent. HYMANS 3£ ROBERTSON
3 4 D

12,000 10,000 8,000 6,000 4,000 2,000 O 2,000 4,000 6,000 8,000 10,000

Average accrued pension as at 31 March 2022
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Possible causes of the gender pensions gap: salary

This chart looks at the average full-time equivalent (FTE) salary of EMale OEemale
active members of the fund as at 31 March 2022. As LGPS benefits
are directly linked to the magnitude of salary, any difference in salary 61 to 65 | | 94%
between the genders causes a difference in pension.
56 to 60 | | 94%
Looking at the percentages on the chart, we can see that on average - | | 4%
females are paid 85-90% of males. This difference is slightly better ’
than the average gender pay gap for the UK which sits at around % 461050 | | 86%
15%!?, S
5 41t045 | | 90%
This difference will be a contributing factor to the gender pensions S
< 3610 40 | | 88%
gap already observed.
: : : . . 311035 9
An interesting pattern in the analysis is that there is virtually no hdachadll BN - |_9§/_° ______
difference in FTE pay between genders up to age 30. Thereatfter, the 26 to 30 | | 100%
gap starts to widen. This mirrors the pattern seen in the chart on the
previous page. 211025 | | 102%

50,000 40,000 30,000 20,000 10,000 O 10,000 20,000 30,000 40,000 50,000
Average FTE salary as at 31 March 2022

1 www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/bulletins/genderpaygapintheuk/2022
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Possible causes of the gender pensions gap: service

These charts look at how working patterns, which affect service EMale BFemale

and the amount of benefit accrued, varies between genders. The

left-hand chart analyses the percentage of the workforce in each 611065 | | 256% | | 106%
bracket that are part-time workers. The right-hand chart analys_es 56 10 60 | | 362% | 110%
the average number of hours worked (as a percentage of full-time

hours) by those part-time workers. 51 to 55 | | 364% | | 98%
The left-hand chart shows that a much greater percentage of the ?46 to 50 | | 311% | | 110%

4
i ©
female workforce are part-time workers than males. The Ciltods | | 383% | | 03%

differences are stark. As part-time workers will accrue less @
pensionable service and retirement benefit than full-time <36 to 40 | | 253% || | | 91%
equivalents, this will be a big driver in the gender pension gap.
: . : 31to 35 | | 323% | | 92%
Again, there seems to be a big jump in the trend from age 31+. __ — ~ __ _ _ _ _ _ oo ___
26 to 30 | | 155% | 117%

The right-hand chart doesn’t highlight any significant difference
between males and females. Suggesting that this factor is 21to0 25 | | 149% | | 128%
unlikely to be a material contributing cause to the gender
pensions gap.

40% 20% 0% 20% 40% 60 40 20 O 20 40 60 80

Part-timers as % of workforce Part-time hours worked (% of full-time)
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Conclusions from the analysis

The analysis shows that gap is prevalent at older ages but even exists at youngers ages

W @ A gender pension gap does exist in the fund

The gender pay gap is a contributing factor

Whilst the pay gap is slightly lower than the national average, the difference will be a contributing factor to the
pensions gap

”DIJ

/ K There is a significant difference in working patterns between genders
) Females are more likely to be part-time workers which results in them accruing less pension

o0 The pay and working pattern causes seem to appear from age 30 onwards
ﬁ%\\g} We don’t have the data to investigate the cause of this trend, but anecdotally this is the age when people start to have
families. Does this single event then lead to females being more likely to earn less and work part-time than male
equivalents? If this is the case, what can be done to recognise this and ensure retirement equality?
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Next steps

The gender pensions gap is not an issue confined solely to the
LGPS. Research shows it existing across the whole pension
landscape.

To fully address the gap, and some of its contributing factors, it is
likely national level action and changes will be required. We believe
that the LGPS, as a scheme with around 4 million female members,
IS in a prime position to be a leader in this debate.

There are also some actions that could be taken at local level, albeit
employer driven, such as:

* Reviewing job profiles and pay scales to ensure there is genuine
equality across the full spectrum (this would also help address
the gender pay gap)

« Checking to see that back-to-work policies, including flexible
working, fully support and encourage people who have taken
career breaks back into the workplace

* Introducing or enhancing shared parental leave policies

» Educating employees about implications for their pension any
time there is a life point change that may have financial
consequences (e.g. reducing hours, getting divorced, promotion
etc). Employees can then make informed choices about whether
to top up their pension or not.

« Letting new joiners and part-time workers know that they can opt-
in to the pension scheme, even if they do not meet the qualifying
criteria

If you want further information on this topic, particularly around what
could be done to reduce the gender pensions gap, please watch the
recording of our recent webinar!. The guest presenter was Lauren
Wilkinson from the Pensions Policy Institute.

16 <] ,@, [> HYMANS 3 ROBERTSON
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Reliances and limitations

We have been commissioned by London Borough of Camden Council (‘the
Administering Authority’) to carry out analysis of the London Borough of Camden
Pension Fund’s membership data to explore if there is a gender pensions gap.

This report is addressed to the Administering Authority. It has been prepared by
us as actuaries to the Fund and is solely for the purpose of summarising the
outcomes of our analysis and high-level discussion on the gender pensions gap.
It has not been prepared for any other third party or for any other purpose. We
make no representation or warranties to any third party as to the accuracy or
completeness of this report, no reliance should be placed on this report by any
third party and we accept no responsibility or liability to any third party in respect
of it.

Where we have expressed an opinion on the potential cause of the gender
pension gap or possible resolution it should be treated only as that. This is a
complex area with various factors and underlying issues.

The analysis is based on the membership data that has been submitted and
validated for the 2022 valuation data.

Hymans Robertson LLP is the owner of all intellectual property rights in this
report. All such rights are reserved.

18 <]—@~[>

The following Technical Actuarial Standards apply to this advice, and have been
complied with where material and to a proportionate degree. They are:

» TAS100 - Principles for technical actuarial work

Hymans Robertson LLP is a limited liability partnership registered in England
and Wales with registered number OC310282.

A list of members of Hymans Robertson LLP is available for inspection at One
London Wall, London EC2Y 5EA, the firm’s registered office. Authorised and
regulated by the Financial Conduct Authority and licensed by the Institute and
Faculty of Actuaries for a range of investment business activities. Hymans
Robertson is a registered trademark of Hymans Robertson LLP.
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This Powerpoint presentation contains confidential information belonging to Hymans Robertson LLP (HR).
HR are the owner or the licensee of all intellectual property rights in the Powerpoint presentation. All such
rights are reserved. The material and charts included herewith are provided as background information for
illustration purposes only. This Powerpoint presentation is not a definitive analysis of the subjects covered
and should not be regarded as a substitute for specific advice in relation to the matters addressed. It is not
advice and should not be relied upon. This Powerpoint presentation should not be released or otherwise

disclosed to any third party without prior consent from HR. HR accept no liability for errors or omissions or

reliance upon any statement or opinion herein.



