Model letter to Council Leaders and Councillors: LGPS dispute

Dear Councillor XXXXXX

I am a member of the Local Government Pension Scheme and I am writing to you to raise my concerns about proposals that the Local Government Group (LGG) and Department for Communities and Local Government (CLG) are making for changes to my pension scheme. Through these short-term proposals they want to raise £900m from myself and my colleagues. This comes on top of the savings they are already making from cutting the value of our pensions by 15%, by indexing them to CPI instead of RPI. This £900m raid on our pensions is due to take place before further detrimental changes to our pension scheme which will result from Lord Hutton’s report.

Both LGG and CLG are proposing increased contributions and a reduced accrual rate. LGG are also proposing that the normal pension age for the LGPS is increased from 65 to 66.

I am extremely worried about the changes that the LGG and CLG want to implement because I believe they will cause more members to be priced out of the LGPS, threatening its future financial viability, while increasing the burden on the state pension and benefits system. 

· Many low paid staff have already opted out of the LGPS – an average of 25% of eligible workers are not paying into the scheme, and in some authorities less than 60 per cent of workers are paying in

· Many LGPS members are facing tough choices about their outgoings in the face of a pay freeze and the soaring cost of living - including food, transport and energy prices. The 80% of local government workers earning £21k or under have not had the £250 ‘compensation’ paid to other public sector workers, while undergoing a two-year pay freeze. Contribution increases will mean many will not be able to afford to continue to pay into the scheme.

· The threshold of £15k to protect ‘low paid’ workers from paying more is far too low. The Joseph Rowntree Foundation’s “Minimum Income Standard” for a working couple with two children says they need to earn at least £36,800 to reach a minimum acceptable standard of living – an average of £18,400 each

· Many part-time staff whose actual earnings are less than £15k will not be protected from having to pay higher contributions because their full-time equivalent pay – on which their contributions are based - would be above that. In local government two thirds of our workforce are part-time

· The uncertainty about just what our pension will be worth in future years means that many workers are losing confidence in the benefits of paying into the scheme. The current short-term proposals for LGPS are due to take effect by 2015, but a whole raft of more detrimental long-term changes are expected from 2015. LGPS members are increasingly questioning whether it will be worth our while to continue paying more and more in, for less and less pension. The uncertainty that has blighted confidence in private sector money-purchase schemes is now spreading to public sector schemes

If there are large scale opt-outs from the LGPS, the consequences could be catastrophic

· On current terms the LGPS will be cash rich for 15-20 years – it currently takes in £4bn more each year than it pays out. If the proposed changes trigger large scale opt-outs, the scheme could be in deficit within 5 years. Far from sustaining public sector schemes for the future, the changes risks bringing about their demise

· The LGPS has a total of £165bn of assets which are heavily invested in the domestic and global economies. A significant reduction in the number of scheme members will mean withdrawing from some of these investments with a knock on effect on the companies concerned

· The LGPS is also heavily invested in Government bonds. The outcome for the public economy and public services could therefore be catastrophic

· The median pension currently paid to local government workers is less than £3,000 - £2,400 for women. Causing workers to opt out will be a false economy because more will have to fall back on the state pension and means-tested benefits

· Taking even more money out of the pockets of workers who have already had their pay frozen for two years will have a detrimental impact as they have less money to spend on goods and services in their local economies

The changes proposed are not only hugely damaging – they are not necessary, and they are not fair. 

This £900m tax on local government workers is being diverted into paying for the crisis caused by reckless bankers.

Local government workers have already paid their dues. We accepted changes in 2008 which have since saved our employers £2bn, including contribution increases and a standard retirement age of 65.
The cuts now proposed for 2014 are major and will create considerable additional costs in terms of preparing for and administering the changes. Meanwhile a host of other changes are due to be proposed in response to the Hutton report for implementation in 2015.
I would like to ask for your help in raising these issues. I would be grateful if you could:
· Write individually, and with your councillor colleagues, to your LGG political group leader, drawing his attention to the concerns set out in this letter

· Ask for an economic impact assessment to analyse the effect of the proposed changes on spending within your local authority’s economy and area  

· Ask your local UNISON branch to arrange for you talk to employees in your council and other LGPS members employed elsewhere about their financial situation and what these changes would mean for them

http://teams.unison.org.uk/departments/servicegroups/localgov/pension/local government pension scheme/model letter to councillors and leaders - lgps pop campaign 5.doc
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