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IMPORTANT HIGH COURT RULING FOR 

PENSION SCHEMES LINKED TO INFLATION 
 
Most pension schemes provide for an increase in pensions in line with inflation. Generally 
speaking RPI is the preferred measure for members because it takes housing costs into account 
whereas CPI does not – see below: 
  
RPI vs. CPI RPI CPI 
Coverage – the actual good 
and services included in the 
indices 

The RPI covers a range of 
costs excluded from the CPI, 
including: 
 

• Mortgage Interest 
Payments (MIPs) 

• Council Tax 
• House Depreciation 
• Buildings’ Insurance 
• House Purchase Costs 

e.g. Estate Agents’ Fees 
• TV Licence 
• Road Fund Licence 
• Trades Union 

Subscriptions 
 
The RPI includes a price index 
for cars which is based 
entirely on used car prices. 

The CPI covers certain 
charges and fess excluded 
from the RPI, including: 
 

• Stockbroker fees 
• University 

Accommodation Fees 
• Foreign Student Tuition 

Fees 
• Unit Trust Fees 

 
The index for the purchase of 
new cars in the CPI is quality 
adjusted and based on actual 
published prices for new cars. 

 
In a recent legal case, the High Court turned down an attempt by the British Telecom (BT) 
Pension Scheme to switch from the Retail Prices Index (RPI) inflation to the generally lower 
Consumer Price Index (CPI) as the judge decided that RPI had not become inappropriate in the 
context of the BT pension schemes rules.  
 
BT has been granted leave to appeal and expects the appeal to be heard within the next 12 
months. 
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GMB Comment 
 

It remains the case that the ability to switch pension increases from RPI to CPI will depend on the 
specific wording of a scheme's rules.  What is vital is that GMB members, Reps and Officers are 
vigilant. Where pension scheme trustees are asked to consider agreeing to switch from RPI to 
CPI, they should seek advice from GMB’s Pensions Department. This case may be helpful in terms 
of giving the trustees guidance on the factors to take into account and in deciding whether not 
to do so. 
 
Members should check how their pension scheme calculates annual increases and ensure 
scheme rules are adhered to. 
 
In the mean time any queries can be sent to the GMB National Pensions Organiser, George 
Georgiou on the contact details below. 


