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GMB RESPONSE TO THE DEPARTMENT OF HEALTH CONSULTATION ON PROPOSED INCREASES TO EMPLOYEE CONTRIBUTIONS TO THE NHS PENSION SCHEME EFFECTIVE FROM APRIL 2012



	INTRODUCTION AND BACKGROUND

1. GMB is the UK's third largest union and represents more than thirty thousand members in the Health Sector, who carry out very diverse and equally important functions such as Ambulance Workers, Paramedics, Health Care Assistants, Theatre Staff, Lab Technicians Hospital Porters, Community Nurses, Administrative Staff and Mental Health Officers; the majority of whom participate in the NHS Pension Scheme.  

2. GMB has engaged positively in discussions around pension reform in the past.  Department of Health is well aware of the reforms to the NHSPS agreed prior to, and implemented in, 2008.  At that time GMB members agreed to increase their pension contributions, to bear the burdens associated with increased longevity and other risks associated with pension saving, to allow an overall cap to the taxpayer cost to the NHSPS; and to introduce cheaper arrangements for the future. The cap and share arrangement agreed in the sector has completely been ignored by the Government and the move to imposition has seriously undermined the partnership arrangements developed and built in the sector. Indeed the Governance arrangements in the NHS were amongst the best but unfortunately these arrangements have been pushed aside by the Government and replaced with an approach of imposition. 

3. These agreed pension reforms have already delivered cost savings to the taxpayer and are projected to continually reduce the overall cost of the NHSPS well into the future.  This matter has been demonstrably proved by and accepted by the National Audit Office, the House of Commons Public Accounts Committee and Lord Hutton.

4. Government's piecemeal approach to reform is decimating the trust its employees have in occupational pension provision.  The consequences will be individuals with lower savings, increased poverty in retirement and higher welfare, NHS and local authority costs for the taxpayer to bear in the future. 

5. Government needs to decide on its priority - either sustainable long term pension scheme reform or a 'tax and grab' on members of the NHSPS.  Durable long term reform will not be a viable option if government persists in imposing this tax on pension savers.  Not only does this policy send a bad message to the state's own employees but it runs counter to DWP's efforts to 'reinvigorate' good quality workplace saving.

6. GMB has more than 610,000 members, half of whom work in the private sector.  They are well aware of the destruction of good quality pension schemes in the private sector over the last few decades.  They are also aware, however, that worsening the pensions of public sector workers will not result in a penny more for private sector workers in retirement.  It may be convenient for government to portray the public sector workforce as the enemy of the private sector pension saver but it does nothing but reinforce scheme members' perception of the reform agenda as being an ideological rather than a financial policy.

GMB View on Short Term Savings

7. We recognise that Government policy required short term savings to be generated for the period of the Spending Review.  Lord Hutton was presented with the remit of making recommendations in this respect.  Given the exceptionally narrow range of possibilities for delivering this, he concluded that contribution increases were justified in this respect.  

8. However, at no point does Lord Hutton go so far as to say that an extra £1.8bn in member contributions is justifiable.  Can Department of Health confirm how this figure was devised?

9. Lord Hutton’s conclusion in itself is not surprising – savings can only be generated in unfunded schemes through increasing contributions or reducing pensions in payment (or coming into payment).  Given the potential legal ramifications of the latter move, the focus on short term savings has been on contribution increases.  Whilst the Department’s consultation invites views on this approach, it is widely recognised that it is the only realistic approach within the narrow, misguided remit imposed by Treasury.

10. GMB continues to argue that any short termist policy in a long term commitment such as pension saving is simply opportunistic and poorly predicated and shows a complete disregard to the service and function NHS staff deliver. 

11. However we believe that Government is benefitting from short term savings through other policies that have fed through to lower expenditure on pensions, including the impact of the linkage to CPI.  Furthermore other policies are generating significant longer term pension savings for the taxpayer, including the impact of the pay freeze, the abolition of compulsory retirement and the introduction of the 2008 Section. 

12. In addition, it remains a fact that the NHSPS remains a net contributor to Treasury.  It is exceptionally cash rich, having received almost £17bn more in contributions than was paid out in benefits over the last 8 years.  This position was due to continue for many years, but is seriously compromised by the threat of mass opt outs of pension scheme members.  Treasury may find that this policy actually results in a net cashflow loss in the short term. 


GMB View on Contribution Increases

13. GMB should point out that we are not ideologically opposed to any possibility of pension reform.  Indeed the cost sharing framework implemented in 2008 had the possibility of increases to member contributions as a fundamental method of relieving cost pressures as they arose. It was entirely likely that the first actuarial valuation under this new regime would have presented such cost pressures.  GMB would have willingly entered into resulting discussions but unfortunately the Government has decided to completely disregard the arrangements that were agreed and put in place.

14. GMB was extremely disappointed that HM Treasury decided to unilaterally announce their policy that has resulted in this Consultation, through the Comprehensive Spending Review in October 2010. This approach demonstrated a complete disregard to the agreed arrangements. GMB refuses to accept this imposed, unjustified and potentially very damaging contribution increase. The Government’s approach to Industrial Relations needs to change towards a meaningful, constructive negotiated dialogue as is expected by employees from all employers in a modern workplace. 

15. Given the Treasury's imposition of this policy, and the narrow remit of how the policy is implemented, GMB cannot respond to the Consultation questions as posed by Department of Health.  We must again state our opposition to this Treasury policy and urge Government to re-think this unilateral short termist policy, and adopt a more flexible, holistic approach to pension reform

16. [bookmark: _GoBack]GMB is extremely concerned that the emerging trend for pension reform seems to be that Government is imposing change rather than seeking to engage stakeholders in reaching a negotiated outcome.  This position presented itself in the introduction of CPI based pension increases, and has been extended through this policy.  Public Sector Workers are quite rightly asking why their views are are not being heeded and what it will take for Government to listen.

17. The position not to engage in an imposed process of how these increases should be introduced has been long standing and is adopted by all organisations representing NHS staff.  The Department of Health and Treasury are advised to listen to staff's genuine concerns on this matter. 


The Damaging Outcomes of this Policy

18. GMB members have anxieties and worries about the long term affordability of their pension scheme at a time of job insecurity, sustained pay freezes and spiralling increases in the cost of living; whether or not the relative value of the pension scheme remains attractive and the sense that public servants are being made further scapegoats for the economic crash caused by the recklessness of others.  These concerns have been voiced repeatedly to Government and NHS staff now feel that their voices are not being heard.

19. Affordability is a primary concern for any pension scheme.  GMB remains very concerned that many members will simply find a higher cost scheme unaffordable and that they will take the decision to opt out of the NHSPS. GMB will continue to encourage members to save in quality pension schemes, but are concerned that opt outs remain a very real possibility. Such a decision will clearly be detrimental for the long term interests of such members, and will compromise the Treasury's hope to generate short term savings.

20. However GMB Members in the NHS have indicated that pension contribution increases are likely to be accompanied by mass opt outs from pension saving, which hugely exceed Treasury’s assumption that the pensionable paybill will decrease by 1% through opt outs.  Our own research suggests up to one-third of members will be likely to opt out through the combined increases that are being phased in from 2012 to 2014.

21. The Government appears to have gone to lengths to promote the protection of low paid workers.  This is a misnomer, as protection only applies to those who are on low pay points, rather than those with low earnings.  This means that a significant number of low earning part time workers will see increases to their pension contribution as contribution increases are based upon their full time equivalent earnings.  The affordability of the NHSPS for this group is likely to be called into serious question.  In addition the Government’s pay policy for earners on less than £21,000 classed as low earner contradicts the tiered contributions being imposed on contributions increases.

22. The value of the scheme can be measured in comparison with other such arrangements.  DWP's survey “Employers' Pension Provision Survey 2009” shows that the average employee contribution to defined benefit schemes ranges from 6% to 8%.  The stated policy to increase NHSPS to an average of 9.8% far exceeds this UK wide average.  This survey also shows that average employer contribution rates total 14%, comparable with that seen in the NHSPS.  This shows that in comparison to average defined benefit costs, the NHSPS is not exceptionally costly or generous to either employees or the taxpayer.  It compares favourably with other defined benefit pension arrangements.


23. GMB asks again for Department of Health to abandon its present course of action to impose these contribution increases at this time, but to deal with contributions under the ongoing discussions for longer term reform of the pension scheme.
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