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The case for teachers’ pensions 
Pensions are important. They stand between us and poverty in old age. Pensions need protecting, especially during times of economic crisis.

Public sector pensions are under attack. The NUT is committed to protecting the Teachers’ Pension Scheme and other public sector schemes.  This briefing gives you the key facts to support the NUT in the debate on public sector pensions.

Key Facts
The key facts you need to know are as follows:

· Opponents of public sector pensions say they are unaffordable, threatening costs of up to £1.2 trillion and bills of £47,000 for every household.  These figures are based on selective and unfair methodology that ignores current and past contributions, inflates the total cost and pretends that it all has to be paid now.

· Opponents say public sector pension schemes need to be reformed.  They ignore the changes that have already been made, to cut their costs and make them sustainable in the long run.  New teachers must wait till 65 for their pension, and all teachers are paying higher contributions comparable to those in private sector schemes.

· Opponents point to the rising costs of providing public sector pensions.  They ignore the fact that rising costs in the next few years are both expected and unavoidable, as older workers reach retirement age and retire on pensions which the Government has promised will be protected.  In previous years, when contributions exceeded payments, the Government simply kept that money. 

· Opponents of public sector pensions say they are “gold-plated”.  They ignore the low level of most public sector pensions, paid to some of the poorest paid workers in society.  Even the average teachers’ pension is less than £10,000 a year. Any “savings” would have the greatest impact on women.

Public Sector Pensions Commission

The 2010 Budget has seen the establishment of a Public Service Pensions Commission to examine the long term affordability of public service pensions, while protecting accrued rights. The plans are for the Commission to produce an interim report by the end of September 2010, with full proposals for the 2011 Budget.

The Union has always opposed any ‘independent’ commission to examine public service pensions. The direction of any Commission will be influenced strongly by its members and terms of reference, and we do not believe that these can be ‘neutral’.

Public sector pension schemes

The Teachers’ Pension Scheme, like most public sector pension schemes, is a ‘final salary’ scheme where the eventual pension is based on the years of pensionable service and pay at or near retirement. 

Like many other public sector schemes, the Teachers’ Scheme is a “pay as you go” scheme.  The scheme receives all the contributions from employees and employers and pays out the pensions to pensioners.  When the contributions have exceeded the payments, the Government has kept the difference.  When (as now) the payments exceed the contributions, the Government makes up the difference. The Local Government Pension Scheme is a ‘funded’ scheme where contributions are paid to and pensions are paid from a fund of real assets like shares and bonds.
Pensions are an integral part of public sector workers’ total remuneration package and should be viewed as deferred pay. Deferring pay through their pension means that public sector workers have switched part of their income from their working life to their retirement. This long-term attitude should be commended, not castigated, especially in an era of longer life expectancy. 
All public sector pension schemes cover all employees. High-flyers are not in separate schemes with better pension entitlements. The head teacher is a member of the same scheme as the classroom teacher. The chief constable is a member of the same scheme as the constable. This is right and fair. Things are very different in the private sector where ‘top-up’ schemes for executives are common. 
Recent changes to public sector schemes 

Public sector pension schemes have already been reformed to limit their costs. The 2005 Public Services Forum (PSF) agreement between the Government and the trade unions established principles for reform. The Teachers, NHS and Civil Service schemes have already been modified to cut costs and make them sustainable in the long run. Critics are calling for ‘reform’ when changes have already taken place. 
The trade unions recognised that changes in demographics, employment patterns, and the legal and regulatory framework meant public sector pension schemes had to be modernised to remain sustainable. This led to changes in normal pension ages and employee contribution rates. Many public sector schemes have introduced cost-sharing arrangements to divide any future increases. The teacher unions’ agreement with the Government provides for a ceiling of 14 per cent on the employer’s contribution and an equal division of other cost increases or savings in future.
Normal pension age 

Normal pension ages have already risen. The normal pension age for new joiners in the Teachers’, NHS and Civil Service Pension Schemes has been increased from 60 to 65. The normal pension age for new joiners in the Fire Fighters pension scheme has been increased from 55 to 60. 
The normal pension age in the Local Government Pension Scheme has always been 65.  The ‘rule of 85’, which allowed workers to retire at 60 if their combined age and years of pensionable service equalled 85, ended in October 2006. 
Employee contribution rates 

Employee contribution rates have increased. The current contributions are realistic and comparable to average contribution levels in private sector defined benefit schemes. Public sector workers are not asking for something for nothing, but are making a clear, substantial and demonstrable contribution to their pensions.

As a cost sharing agreement for the future, public sector average contributions were increased to 6.4 per cent, up from 6 per cent under the previous arrangements. The contribution rate for teachers has risen from 6 to 6.4 per cent for all teachers. The Local Government Pension Scheme has introduced a banded contribution structure where contributions increase from 5.5 per cent for workers earning less than £12,600 to 7.5 per cent for workers earning more than £78,700. 
Public sector pensions in payment  

It is clear from the evidence that most public sector workers are not receiving high pensions in retirement. The average civil service pension in payment is £5,400 a year with a quarter of civil service pensions in payment being less than £2,000 a year. The average pension in local government is even lower at £3,800. 
In the Teachers’ Pension Scheme, where it would be reasonable to expect longer average tenure and higher average pay, 53 per cent of pensions in payment are for amounts less than £10,000 a year. 

Any attempt to create ‘savings’ from public sector pensions will have a greater impact on women pensioners who have lower average earnings and build up of service during working life. The average pension for women retiring in the Teachers’ Pension Scheme in 2006 - 2007 was £8,500 a year. The average pension in payment is £1,600 to women in the Local Government Pension Scheme.
What has happened to private sector pensions? 
The real problem with UK pensions is inadequate provision in the private sector. There are undeniably pressures on the pensions system. People are living longer. Recent investment returns have been extremely variable with periodic stock market crashes even before the current recession. Too many employers took long contribution holidays during the 1980s and 1990s when investments were doing well, leaving their schemes ill-prepared for harder times.  Pension schemes have also had to modernise to reflect changes in society, treating part time workers, unmarried members and those in same sex relationships equally. All of this admittedly costs money.
Employers’ response, however, has been to seek to cut or abandon their role in providing pensions.  Final salary schemes are under severe pressure, with 81 per cent of schemes closed to new members and many of those that remain under threat.  Newer defined contribution or money purchase schemes have far lower contribution rates, on average 6.7 per cent, less than half that towards final salary schemes.

Some changes to pension schemes have happened by agreement with staff, through trade unions, recognising genuine pressures. Many private sector employers, however, have simply used the recession as an excuse to cut pensions to save money. The result, according to the TUC, is that two thirds of the private sector workforce is now without a pension compared to just over half ten years ago. 
If employees do not make proper pension arrangements during their working lives, the cost of supporting them in retirement is simply passed back to the State and to future taxpayers.  Employers who refuse to contribute to staff pensions are unfair to future generations.

The means-tested element of the Pension Credit is currently £130.00 a week. Opponents of public sector pensions are fond of asking why tax payers who won’t get a decent occupational pension should see some of their tax used to pay public sector pensions. They never seem to ask why tax payers should have to pay for means tested benefits for pensioners who used to work for employers who didn’t provide a pension. 

Trade unions are often accused by of wanting to level down to the lowest common denominator. Here the reverse is true; the critics argue that because workers in the private sector are suffering, those in the public sector should suffer too. The result of this approach would just be to make everyone poor in retirement. 
The threat to public sector pensions  
The Government’s Public Sector Pensions Commission means that public sector pensions are now under even greater threat than before.
Critics line up to say that public sector schemes are unaffordable. But this isn’t true – Government projections have already told us that, after the recent reforms, spending on all public sector pensions will go up from around 1.7 per cent of GDP to 2 per cent by 2027-28 and fall back below 2 per cent thereafter. Public sector pensions are affordable. 
The Government has agreed that current pensions in payment and the accrued pension rights already built up by current workers must be honoured, so any further changes to benefits cannot result in immediate savings. 
The greatest risk is that teachers and other public sector workers will be told they must work longer for their pensions in future, with any future accrued benefits being available at a higher retirement age, and make higher contributions.  This, however, simply creates a further consequent risk - that cutting teachers' pensions, making the job less attractive, will just lead to bigger teacher shortages which the economy cannot afford.
Conclusion 

Inadequate pension provision for workers both in the public and private sector has worrying consequences for us all. It is inevitable that we are, as a society, going to spend more on pensions as people live longer. State pensions are the largest item of expenditure but if public sector provision is reduced then this will just push more people onto means tested benefits such as Pension Credit.
Those attacking public sector pensions argue that they should now be levelled down. But that would not give a single private sector worker facing poverty in retirement any extra pension. The obvious argument for trade unions is to seek to level up decent pensions for all, not to allow public sector schemes to be cut. 

What you can do

· Write to your local MP and ask them to support the Teachers’ Pension Scheme, and to work to defend public sector pensions.

· Take an active part in NUT and wider TUC campaigns to protect your pension.

· Talk to colleagues and urge them to support the NUT to protect their pensions.
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