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By email to: 
vfmconsultationpaper@fca.org.uk
VFMFramework@tpr.gov.uk

6 March 2026

Dear Value for Money Framework and Policy Teams

USS response to CP26/1 The Value for Money Framework

We welcome the opportunity to provide input on the Value for Money (VfM) Framework for DC pension 
schemes.  As DC pensions become the dominant part of the UK private pension system, we agree that it is 
important that they instil confidence and provide good value to savers who will depend on them for security 
in their later life.  As part of this, we support the greater focus on comparative value, supported by consistent 
reporting of metrics that matter to savers.

We have responded to a number of the specific consultation questions, particularly where there are 
considerations that are material for USS as a hybrid DB-DC scheme, designed specifically by our stakeholders 
for the higher education sector, and operating differently to the FCA regulated pension schemes directly 
affected by these rules.  These responses aim to help The Pensions Regulator as it develops the approach for 
trust-based schemes, including whether it is appropriate to apply the framework to hybrid schemes like USS.  
The remainder of this letter gives our broader perspective on the framework and how we believe it can 

(Responses to specific questions are set out on pages 4-10).

About USS 
The Universities Superannuation Scheme (USS) was established in 1974 as the principal pension scheme for 
universities and higher education institutions in the UK. We work with around 330 employers to help build 
a secure financial future for almost 600,000 members and their families. We are one of the largest pension 
schemes in the UK, with total assets of around £76.8bn (at 31 March 2025). 

The trustee of USS is Universities Superannuation Scheme Limited. It has overall responsibility for scheme 
management and administration, led by a non-executive board of directors and employs a team of pension 
professionals in Liverpool and London. The trustee is regulated by The Pensions Regulator and must ensure 
that benefits promised to members are paid in full on a timely basis. 

The trustee delegates implementation of its investment strategy to a wholly owned subsidiary USS 
Investment Management Limited (USSIM) which provides in-house investment management and advisory 
services to the trustee. USSIM manages around three quarters of the investments in-house and appoints and 
oversees external investment managers to manage the rest. USSIM is authorised and regulated by the 
Financial Conduct Authority. USS is a hybrid pension scheme, which means we have both a defined benefit 
(DB) part the Retirement Income Builder and a defined contribution (DC) part the Investment Builder.
All active members build up DB benefits and only build up DC benefits if they earn over the salary threshold 
of £71,484, make additional contributions, or transfer in benefits from another scheme.

USS is a very large investor, and because of our scale and the long-term focus of our stakeholders on value, 
USSIM has been able to develop significant capabilities to invest in unlisted private assets.  Our latest asset 
allocation return shows that our default fund includes just under 24% in unlisted assets, of which over 11%
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is invested in the UK, more than double the Mansion House Accord targets.  
 
The Value for Money Framework 
We welcome the collaborative way that regulators have engaged with industry to this point.  Implementing 
a successful VfM framework presents a double challenge. First, it needs to define and 
that is meaningful, practicable and fair. Second it needs to link those assessments to outcomes that promote 
a thriving competitive market, which is ultimately what will benefit savers.  We understand that government 
is keen to avoid paralysis and start driving that focus on value throughout the industry, but we believe it is 

negative consequences for our members, or for savers in the wider pensions market. 
 
Applying the framework to hybrid schemes 
We understand that the VfM framework is being introduced for all DC schemes, including those, like USS, 
that offer limited DC benefits.  However, our hybrid nature means that several of the metrics will be 
challenging to collect and assess, and some of the required actions in the event of an adverse rating could 
be harmful for members.  We have covered these in our detailed responses, but would like to draw particular 
attention to the following: 
 

 We cannot identify DC administration costs within our overall scheme administration costs, as most 
services are shared.  Any cost will need to be estimated using a simple allocation methodology and 
is not, in any case, met by members but by the general fund. 

 We cannot reliably identify complaints or other service satisfaction metrics specific to DC. 
 We do not make DC payments as income, or DC Pension Commencement Lump Sums.  Most DC 

payments are tied to a DB retirement event and therefore are subject to those requirements and 
timescales. 

 Our employers choose to participate in USS as a hybrid scheme, offering a predominantly DB benefit.  
Removing the ability for a new employer to join USS because of an amber VfM rating  potentially 
for a short period of time - would be inappropriate given employers and members will not easily be 
able to replicate the value of that whole offer outside of USS. 

 
While some of these challenges could be dealt with via easements in the application of the framework or 
the way metrics are measured, we believe others are insurmountable or disproportionately costly for hybrid 
schemes to implement, as well as adding complexity for regulators. Recognising that hybrid schemes offer a 
very different set of benefits to pure DC schemes, typically including more generous features, we suggest 
that government actively considers if it is appropriate to bring hybrid schemes into scope, or it would be a 
more effective use of resources  for both our members and regulators  to exempt them. Schemes such as 
USS (and others) are regulated as Master Trusts but operating outside the general workplace DC market.  

government and regulators to ensure any exemption avoids catching schemes 
intended to be in scope.  If your intent is to include hybrid schemes, we urge the regulator to work carefully 
with us to ensure we avoid negative unintended consequences for our members and employers. 
 
Policy priorities 
Looking at the policy more broadly, it is crucial that the VfM framework supports the other policy priorities 
government has set out, including increasing investment in productive assets through the Mansion House 
Accord. As a trustee who has long believed in the diversifying and value-creating power of private market 
assets, we are concerned about the potential impact that a simultaneous focus on cost and short-term 
returns may have on achieving this. Greater private markets investments within DC schemes will allow for 
diversified returns streams, but do add cost, complexity and at least in some instances, volatility of returns.  
Defining a VFM framework that recognises this will ensure that the policy goal of stimulating more 
investment in private markets assets does not fall by the wayside as schemes congregate around low cost, 
homogenous investment propositions to avoid the risk of falling out of line with others in different market 
conditions. 
 Market Impacts 
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Government and regulators should be mindful of the large and unintended impacts that the VfM framework 
could have on competition.  We understand the shift to a RAGG approach is intended to encourage providers 
to stretch VfM but we believe it introduces new risks to a well-functioning market. Consultants are a key 
player in the selection of schemes by employers and may default to recommending dark green rated 
schemes only, increasing the impact on the large number of largely well-run schemes who at times may be 
assessed to offer judgement required within the 
assessment framework, there will be pressure on trustees and IGCs to rate their schemes highly, and it is 
unlikely this will be fully mitigated by input from professional advisers. When combined with annual 
assessments that are heavily driven by short-term investment returns, providers could be deterred from 
taking the long-term view that is necessary to invest in private market assets.  
 
The UK market is already on the path to consolidation, even before the proposed scale requirements within 
the Pension Schemes Bill.  We believe that the move to allow providers to demonstrate they provide 

nded consequences such as herding, market concentration 
and a lack of genuine choice for employers and members. 
 

benchmarking for DB providers for over a decade.  This VfM benchmarking is very helpful to our Trustee 
board, but it reveals that different schemes choose different levels of service (and cost) based on the 
expectations of their members and employers.  It will be important that the framework allows for those 
genuine variations in service expectations and cost appetite, which cannot be captured with reference to 
averages across a given range of schemes sometimes serving different sectors and employers. 
 
Soft launch  
We accept that it is very difficult to understand the market impacts of the VfM framework in advance. The 
recent £4£ initiative conducted by the industry has uncovered many points of data consistency to address, 
even within some of the largest providers. Given the need to iron out these technical issues, and the risks 
outlined, we would like to see the VfM framework introduced on a soft launch basis in 2028 (based on 2027 
data).  In practice, this would mean providers collecting and providing data to the regulators, and doing 
assessments, but with no public disclosures for the first 1 or 2 cycles - as regulators build confidence that the 
framework is working as intended and the market risks are minimised.  As part of this soft launch, the 
Government should establish a clear set of objectives and success measures, including market impacts. Once 
the framework is up and running, regulators should be required to report to ministers to ensure benefits are 
being realised. 
 

schemes are performing poorly on the assessment, trustees will be able to focus on understanding why that 
is. Where they do not believe good value can be delivered in the future, they will need to plan accordingly, 
knowing that public disclosure and the other outcomes of the framework are coming into force, and 
reflecting their fiduciary duties to members. 
 
We hope you find this response helpful. If you have any questions or would like any additional information, 
we would be happy to follow up with your team. 
 
Kind regards, 
 
 
 
Mel Duffield 
Chief Pensions Strategy Officer 
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Detailed answers to consultation questions 
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