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Overview

The Treasury review covered the range of human resource policies which affect the levels of ill health retirement and best practice in the management of pension schemes.  This consultation considers:

·  what more DfES and employers might do to reduce illness amongst members of the Teachers’ Pension Scheme (TPS) which leads to ill health retirement; 

· whether the roles and responsibilities of employers, teachers and the Scheme’s medical advisers should change; 

· whether more flexibility is needed in the Scheme’s benefit structure. 
To respond – write to the address below , or e-mail, by 25/01/2002.

Department for Education and Skills,

Consultation Unit,

Area 1B, Castle View House,

RUNCORN,

Cheshire. WA7 2GJ


E mail PPACT,Enquiries@dfes.gsi.gov.uk

Further information
Lisa Binks, telephone (01325) 392867 or email lisa.binks@dfes.gsi.gov.uk 

Further copies

Pensions Policy and Contracts Team ; Telephone (01325) 392291

Introduction
HM Treasury’s report on ill health retirement in the public sector made recommendations about improving the occupational health of public sector workers and reducing the human and financial cost of ill health retirement.  The report also recommended some pension scheme changes.  This paper seeks views on what more DfES and employers might do to reduce illness amongst teachers which leads to ill health retirement; whether the roles and responsibilities of employers, teachers and the Scheme’s medical advisers should change; and whether more flexibility is needed in the Scheme’s benefit structure.  

Throughout this document, references to teachers should be taken to include any individual who is a member of the Teachers’ Pension Scheme (TPS).  References to employers should be taken as the governing body in voluntary aided and foundation schools, while for community and voluntary controlled schools it is the Local Education Authority.
Background

a. In 1999, the Department commissioned Cambridge University to conduct independent research into the extent and reasons for teacher ill health retirement, as well as the management of sickness absence at both Local Education Authority and school level.  The research identified a wide range in rates of ill health retirement amongst teachers and identified strategies to reduce ill health amongst teachers and to help those who had been ill to return to teaching.  The findings of the research can be found at www.dfee.gov.uk/research/query.cfm?cat=5 
b. The Treasury conducted its wide-ranging review of ill health retirement in the public sector in 1999.  It considered human resource policies which influence levels of ill health retirement and identified best practice in pension scheme management.  The reports recommendations include mandatory measures, and flexible proposals for change which can reflect the individual circumstances of different schemes.  Copies of the full report can be obtained from HM Treasury by telephoning 020 7270 4558, or from their website at http://www.hm-treasury.gov.uk/docs/2000/ill_health.html.  Many of the report’s recommendations reflect existing arrangements in the Teacher Pension Scheme but we still want to do more to improve teachers’ health and assist those who are ill to remain within the profession wherever possible.  In many areas employers rather than DfES and the Teachers Pension Scheme will need to bring about change.  The Healthy Schools Programme, new measures to reduce sickness absence, recent Occupational Health Guidance and the promotion of occupational health services are all aimed at achieving these objectives.  

c. The Secretary of State has already responded to the report.  Many reflect existing practice.  This paper consults on areas where practice needs to change.  The proposals made here are supported by the findings of the Cambridge University research project.  

d. Under the Code of Practice on Access to Government Information we will make responses to this consultation available to the public, unless respondents ask for confidentiality.  

e. This document is on the Internet at: http://www.DfES.gov.uk
Any questions about this consultation document should be addressed to Lisa Binks, at the above address, telephone (01325) 392867 or e-mail lisa.binks@dfes.gsi.gov.uk 

THE RECOMMENDATIONS OF THE TREASURY REVIEW OF ILL HEALTH RETIREMENT IN THE PUBLIC SECTOR

2. Many of the recommendations in the Treasury Report are already part of the employment and pension practices of the teaching profession.  However, to implement all the Report’s recommendations will require changes to procedures and/or the introduction of new regulations.  Changes are considered under four main headings:-

A
Good management practice

B
Incentives for employers to promote change

C
Alternative work and other exit routes

D
Assessment for ill health retirement

A
GOOD MANAGEMENT PRACTICE

3. The primary focus for reducing ill health retirement must be on measures which prevent employees falling ill, and ensuring that, when they do, all reasonable steps are taken to help them recover.  Employers have an important part to play in providing a healthy workplace, and ensuring that employees’ health does not deteriorate to the point where there is no alternative to ill health retirement.  The best employers have a range of proactive strategies for managing sickness absence and provide access to occupational health services and opportunities for staff in poor health to be moved to alternative or less demanding duties.  This is consistent with the Treasury Report: 
Recommendation 9:   Wherever possible, employers should put in place procedures which ensure that:  

· Re-deployment is always considered when existing duties are contributing to an employee’s ill health;


· Rehabilitation is actively addressed as part of sickness absence management.
Recommendation 10:  Wherever possible, employers should put in place, at local level, arrangements which facilitate the redeployment of staff between employers.

4. Moving staff to alternative duties, or away from their original place of work, as well as active programmes of rehabilitation when health problems are first identified, can prevent minor illness escalating to something more serious.  In addition, the Disability Discrimination Act 1995 (DDA), requires employers to make reasonable adjustments for employees with disabilities, which may include considering whether redeployment is appropriate.  Staffing is a matter for schools’ governing bodies, but within that framework there may be options to redeploy teachers, for example to posts of lesser responsibility, to part-time or to non-teaching posts.  Local Education Authorities have a right to propose teachers to fill teaching vacancies in a school before the post is advertised, but governing bodies do not have to accept teachers offered in this way. 
5. Education Authorities may have vacancies that could be suitable for someone who was previously a teacher, such as policy advice, an administrative role or curriculum planning in a large school.  With retraining some teachers might thrive in such roles.  A third of recent DDA employment tribunal cases have established that ‘reasonable adjustment’, within the meaning of the DDA, could include a transfer to an existing vacancy.  

6. There are no plans to change the legal framework within which schools operate, but we hope that wider adoption of existing good practice will reduce the number of teaching careers brought to a premature end through illness.  
Question 1:  What can schools, LEAs and other employers do to re-deploy teachers as a realistic alternative to ill health retirement? 

The Treasury Report identifies sick pay as one area to investigate:

Recommendation 13:   Employers should consider whether it would be cost effective, and beneficial to employees, to pay time limited rehabilitation allowances, conditional on appropriate medical treatment being taken, if and when normal sick pay options have been exhausted.

7. It is possible for a teacher to be absent on long-term sick leave, and exhaust their sick pay entitlement, but not satisfy the TPS criteria for ill health retirement because there is some prospect of recovery.  Further treatment might allow the teacher to return to work, rather than applying for retirement.  In these circumstances there may be a case for the employer extending financial support for a limited period, subject to medical assessment and an active programme of rehabilitation.  Although this may place a cost burden on the employer it might however, be cost effective if the teacher makes a successful return to work.  

Question 2:   Would introducing time limited rehabilitation benefits or extending sick pay entitlements, within strict guidelines, provide a cost effective mechanism of improving the chances of a teacher returning to work?  


B
INCENTIVES FOR EMPLOYERS TO PROMOTE CHANGE

8. The Treasury Report recognised that in most pension schemes there were significant differences between the ill health retirement rates of different employers.  It made a number of recommendations about publishing information so that the true cost of ill health retirements becomes more transparent.  The relevant recommendations are:
Recommendation 31:   Arrangements should be put in place which ensure that managers are aware of the estimated additional costs of ill health retirement in individual cases.

Recommendation 32:   All financial reports by employers should publicly disclose the estimated extra costs of ill health retirements agreed in the financial year covered.

Recommendation 33:   Departments or schemes should use the data disclosed by individual employers to construct and publish details annually of comparative performance.  

9. We believe that greater transparency about the costs of ill health retirement can influence decision-making and increase accountability by employers.  It can provide an added incentive to handle health issues effectively in the workplace, and provide alternative duties for scheme members who find themselves unable to carry out their normal duties because of ill health.  

Question 3:   How might information about rates of ill health retirement by employer be provided so that there is greater transparency in assessing  the true cost of ill health retirement?

The Treasury Review made some further recommendations about charging and target setting:

Recommendation 34:   Departments should consider, in 2002, whether, taking account of the impact of other recommendations in the report, employers with levels of ill health retirement consistently in the highest quartile for their employer group should be charged 50% or more of the additional costs of each ill health retirement.

Recommendation 36:   Service Delivery Agreements agreed in the 2000 Spending Review should set high level targets challenging employers to reduce ill health retirement by 2005 to a level consistent with or better than those at present achieved by the best quartile of employees.  

10. Employers with the lowest ill health retirement rates can offer a model for poorer performers seeking to improve the health of their staff, thereby narrowing the gap between high and low performers over time.  The Department intends to write to all Local Education Authorities in the autumn of 2001, giving details of their position in relation to the Service Delivery Agreement target of no more than 5 ill health retirements per 1000 TPS members per year (the rate currently achieved by the best quartile of employers).  The Department will monitor progress against this target in the context of Recommendation 34.  We do not intend to introduce charging immediately, but will review the progress which employers who currently have high rates of ill health retirement have made, and will reassess the situation in 2002
C
ALTERNATIVE WORK AND OTHER EXIT ROUTES 

11. Ill health retirement should only be considered when employers are fully satisfied that this it is most appropriate option.  Two recommendations within the Treasury report are particularly relevant:

Recommendation 23:   Employers should always consider whether an employee is capable of performing suitable alternative work when an application for ill health retirement is made;  and if so, whether such work is available or will be available in the foreseeable future.

Recommendation 24:   All employers should ensure that the full range of exit routes are available (ill health retirement, voluntary/compulsory redundancy, early retirement, dismissal on grounds of capability or conduct), and ensure that the most appropriate exit route is used in every case.

12. Employers have a duty of care towards their employees under both Health and Safety at Work legislation and the DDA.  This duty includes taking all practical steps to help staff with health problems to remain in employment, including offering suitable alternative types of employment. 

13. We are aware that on occasion ill health retirement is seen as a means of avoiding more difficult situations such as dismissal on grounds of competence or misconduct, or to avoid a possible redundancy.  This is not a proper use of the ill health retirement arrangements.  The requirement that the teacher has to be permanently incapable through illness of working as a teacher means that inappropriate applications for ill health retirement are unlikely to succeed.  In reaching the conclusion that ill health retirement should be pursued, employers need to be able to demonstrate that other options have been considered and discounted.

Question 4:   How should employers demonstrate that alternative work has been considered and other exit routes discounted before supporting an application for ill health retirement?

D
ASSESSMENT FOR ILL HEALTH RETIREMENT

14. The present administrative arrangements under which teachers can apply for ill health retirement without the active involvement of their employers in the process, do not fit well with the new arrangements we are proposing.  We need to update the ill health retirement application process to provide a better and more appropriate mechanism for assembling all of the information supporting an application for ill health retirement.  The Treasury report states:

Recommendation 15:   The test that is applied for ill health retirement should relate to existing duties and comparable employment, or an equivalent term which embraces a wider range of duties than those which the employee currently carries out.

15. Existing arrangements do not work as well as they should.  Applications are frequently received with scant supporting evidence and without a way for the employer to demonstrate what steps have been taken to help applicants remain in employment.  This delays the decisions while efforts are made to gather comprehensive supporting evidence.  We propose that applications for ill health retirement should be presented through the employer rather than directly to Teachers’ Pensions by the applicant.  The employer would:

a. be responsible for assembling all of the supporting medical evidence, including an assessment by their Occupational Health specialist;  

b. demonstrate that all practical steps have been taken to enable the teacher to remain in employment; and that alternatives to ill health retirement such as re-deployment, stepping down to a less demanding post, part time working and other reasonable adjustments as required under the DDA have been tried;  and 

c. provide evidence that other exit routes have been considered and that, in their view, ill health retirement is the most appropriate route 

16. If the employer is satisfied that ill health retirement is appropriate, they would certify the application form and submit it with the supporting evidence above to DfES, for consideration by DfES Medical Advisers.  We believe that this arrangement will benefit everyone involved in the ill health retirement process:  

· Teachers,who will be assured that all practical steps have been taken to enable them to remain in employment; 

· employers, who will play a more active role in the ill health retirement process;  

· DfES Medical Advisers, who will have comprehensive evidence on which to base their recommendations. This should reduce considerably the time it takes to reach a decision on an application for ill health retirement.

Question 5:   Do you consider that the proposed arrangements reflect the roles and responsibilities of each party in considering applications for ill health retirement? 

Question 5a:   What further improvements could be made to the process which would lead to appropriate and speedier decisions?
Former teachers who no longer work as teachers

17. The purpose of ill health pension provision is to provide income for those whose teaching career has been cut short because of health problems.  However, each year we receive applications for ill health retirement from former teachers who have left the profession and may have pursued other occupations for many years. If we change the roles and responsibilities in the ways we will no longer consider applications from those who have left the profession in the same way that would apply to serving teachers.  The rationale for providing ill health benefits to former teachers is weak.  
18. Of course there may be circumstances where it is clear that a teacher left teaching when suffering from a medical condition that did not then meet the criteria for ill health retirement benefits, for example because it was not then clear that the condition was likely to be permanent.  In such cases there are strong arguments for allowing that former teacher to be supported through the pension scheme.  We would welcome views on how best TPS might accommodate such circumstances, and others where ill health benefits could still be appropriately paid to those who have left the profession.
Question 6:   What could be done to safeguard the interests of those who left teaching partly or wholly as a result of illness, perhaps where the severity of their illness was not known when they left?
Levels of ill health retirement benefits

19. Teachers who retire on grounds of ill health have a wide range of disabilities.  Some will be able to work in different occupations, and others may have a medical condition which prevents them from undertaking any form of further employment.  At present all members retiring on grounds of ill health are subject to a single benefit structure, despite very different individual circumstances.

20. Two recommendations from the Treasury report are of particular significance: 

Recommendation 27:   Pension schemes should actively consider the desirability and feasibility of paying a reduced pension, or only a medical severance payment, for those who meet the criteria for ill health retirement but who are judged to be capable of employment elsewhere.

Recommendation 35:   The rate at which enhancements for ill health benefits accrue should be adjusted so that these accrue at an even rate over time.
21. We believe that the nature and level of ill health retirement benefits should take greater account of the future earning capability of applicants.  We intend to retain the requirement that applicants must demonstrate permanent incapacity for teaching in both their current post and comparable posts.  But where an applicant is capable of taking up other forms of employment we believe that this should be reflected in the level of retirement benefits that they receive.  For example, teachers retiring with stress-related illnesses are sometimes able to work in education in a non-teaching capacity.  We have had numerous examples of teachers who have taken ill health retirement who would like to work as (for example) mentors for newly qualified teachers.  We propose to look at the structure and level of benefits payable on ill health retirement to take account of the ability of each applicant to undertake alternative forms of employment.

22. At the same time, we need to consider the needs of those teachers whose poor health will prevent them from undertaking any type of further employment.  It could be appropriate in some cases to pay an enhanced level of benefit for those who become severely disabled.  This type of approach is often found in private sector pension schemes.  Whatever changes are made to existing provisions will need to be cost neutral to the TPS.

Question 7:   Do you agree that the structure of ill health retirement benefits should reflect the future earnings capability of teachers?

Question 7a:   How might TPS benefits be adjusted to take into account the needs of retirees who are able to work outside teaching?  

Question 7b:   What benefit structure would be appropriate for those who are unlikely to be fit for any type of further employment?

23. At present, ill health retirement benefits are awarded to teachers who have a medical condition which means that they are unlikely to be fit to teach again even if they are fit enough to take up different employment.  The rules of the Teachers Pension Scheme provisions of the prevent teachers who have retired on ill health grounds from being employed in any capacity which either comes under the membership provision of the TPS or falls within the definition of “relevant employment” under the Health Standards regulations, whilst receiving an ill health retirement pension.  Teachers and  employer and union representatives consider this unnecessarily restrictive -  although teachers receiving ill health retirement benefits may not be able to teach, some could work in education in other capacities.

Question 8:   Do you agree that the restrictions on teachers in receipt of an ill health pension which prohibit further employment within education should be relaxed?
RESPONSE SHEET

REVIEW OF ILL HEALTH RETIREMENT IN THE PUBLIC SECTOR
The consultation period will end on Friday 25th January 2002, and we would be grateful to receive your comments on the issues raised in this consultation paper.  You may find it convenient to do so on this sheet:  if so, please detach after completing the sections below and return to:

Department for Education and Skills,

Consultation Unit,

Area 1B, Castle View House,

RUNCORN,

Cheshire. WA7 2GJ



or you can e-mail us at: PPACT, Enquiries @dfes.gsi.gov.uk 
NAME

…….………………………………………………………………………………………

ADDRESS
…….………………………………………………………………………………………



…………….………………………………………………………………………………

ORGANISATION
…....………………………………………………………………………………
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Please tick below to tell us who you are (tick one box only).

Teacher Union





Employer
   


Teacher






Medical professional


Other

Your response may be made public unless you indicate otherwise.  Is your response confidential?

YES 

NO 

Question 1:  What can schools, Education Authorities and other employers do to re-deploy teachers as a realistic alternative to ill health retirement?      (see paragraphs 3 - 5)

Comments


Question 2:  Would introducing time limited rehabilitation benefits or extending sick pay entitlements, within strict guidelines, provide a cost effective mechanism of improving the chances of a teacher returning to work?      (see paragraph 6)

Agree

Disagree
Comments


Question 3:   How might information about rates of ill health retirement by employer be provided so that there is greater transparency in assessing  the true cost of ill health retirement?      (see paragraphs 7 - 8)

Comments


Question 4:   How should employers demonstrate that alternative work has been considered and other exit routes discounted before supporting an application for ill health retirement?      (see paragraphs 10 - 12)

Comments


Question 5:   Do you consider that the proposed arrangements reflect the roles and responsibilities of each party in considering applications for ill health retirement?      (see paragraphs 13 - 15)

Agree

Disagree
Comments


Question 5a:  What further improvements could be made to the process which would lead to appropriate and speedier decisions?      (see paragraphs 13 - 15)

Comments

Question 6:  What could be done to safeguard the interests of those who left teaching partly or wholly as a result of illness, perhaps where the severity of their illness was not known when they left?      (see paragraphs 16 - 17)

Comments


Question 7:   Do you agree that the structure of ill health retirement benefits should reflect the future earnings capability of teachers?      (see paragraphs 18 - 21)

Agree

Disagree
Comments


Question 7a:  How might benefits be adjusted to take into account the needs of retirees who are able to work outside teaching?       (see paragraphs 18 - 21)

Comments


Question 7b:  What benefit structure would be appropriate for those who are unlikely to be fit for any type of further employment?      (see paragraphs 18 - 21)
Comments


Question 8:  Do you agree that the restrictions on teachers in receipt of an ill health pension which prohibit further employment within education should be relaxed?   (see paragraph 22)

Agree

Disagree
Comments


Any other comments?
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