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USS: recent history

• 1975-2011: Final salary defined benefit (DB) scheme;

• 2011: Final salary section closed to new entrants; career
average DB scheme introduced;

• 2016: Final salary closed to new accrual; hybrid scheme
introduced: part DB, part defined contribution (DC) for
higher earners;

• 2018: A proposal to close the DB section entirely led to
major industrial dispute in Higher Education;

• 2019/20: Further industrial dispute over increased
contribution rates.

All of these changes were precipitated by valuations of the DB
scheme.





Links:

• First report of the Joint Expert Panel, September 2018

• Second report of the Joint Expert Panel, December 2019

http://www.ussjep.org.uk/files/2018/09/report-of-the-joint-expert-panel.pdf
https://ussjep.org.uk/second-report-of-the-joint-expert-panel/


Where are we now?

• A 2020 valuation, dated at 31 March 2020, is underway.

• USS claim a huge deficit and total contributions needed
of 42%–56% (cf 26% pre-2018 dispute).Why?



From: Aon comments on March 2021 materials, 9 April 2021

http://www.ussemployers.org.uk/briefings/uuk-launches-consultation-indicative-outcomes-2020-uss-valuation




UUK’s response

• UUK briefly sought to challenge the valuation and called
for a review, then...

• ... pivoted and sought to cut benefits to solve the issue!

• UUK’s proposal, very similar to the offer emphatically
rejected in 2018,

(i) reduces the ‘accrual rate’ from 1/75th to 1/85th;
(ii) reduces the DB cap from £60k to £40k;
(iii) caps inflation protection at 2.5%;
(iv) includes a “flexible, low-cost DC option” aimed at

lower-paid members.

• The proposal is currently with individual employers for
comment.

https://www.pensionsage.com/pa/USS-Employers-call-for-review-over-scheme-valuation-and-tpr-influence.php
https://www.pensionsage.com/pa/USS-Employers-call-for-review-over-scheme-valuation-and-tpr-influence.php
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UCU’s response

• UUK’s proposal has received a strong reaction from UCU:
Jo Grady has called for members to mentally prepare
themselves for industrial action.

• UCU’s negotiators are working to five principles:

(i) Progressive contribution structures to enable more low
paid staff to join and stay in USS.

(ii) An end to the downward spiral of contribution increases
and cuts to retirement income.

(iii) The fund weighted towards return-seeking, ethical
investments.

(iv) Commitments from employers on covenant support,
governance reform, and lobbying for regulatory change.

(v) Exploration of conditional benefits on terms acceptable
to UCU members.

https://list.mercury.ucu.org.uk/t/174136/53588166/13514/3/
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More information

• How extreme prudence and misguided risk-management
sent the USS into crisis, Sam Marsh, USSbriefs, 23 March
2021

• USSbriefs:
• https://medium.com/ussbriefs
• https://twitter.com/ussbriefs

• Me on twitter: https://twitter.com/Sam_Marsh101

https://medium.com/ussbriefs/how-extreme-prudence-and-misguided-risk-management-sent-the-uss-into-crisis-baf78c35d9e1
https://medium.com/ussbriefs/how-extreme-prudence-and-misguided-risk-management-sent-the-uss-into-crisis-baf78c35d9e1
https://medium.com/ussbriefs
https://twitter.com/ussbriefs
https://twitter.com/Sam_Marsh101

