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07 February 2018 
 
 

 
Dear Colleague, 
 
 

I am writing to all members of the academic, professional and managerial staff in the 
University to set out the current position on proposals for USS benefit reform and to be clear 
about the University’s position on this issue and on the industrial action proposed by the 
University and College Union (UCU). 
 
This is complex and difficult, and I recognise the depth of feeling about the proposed changes 
amongst colleagues. Coming at a time of such political, policy and financial uncertainty in the 
higher education sector, and when the cost of living has been rising steadily, I also appreciate 
fully that a change to existing pension arrangements will feel like yet another blow.  
 
However, for more than a decade, the USS scheme has faced challenging valuations driven 
by very high and increasing liabilities. Recent valuations have required contribution increases 
or benefit changes or some combination of both.  Employers and members of USS require a 
scheme which is stable, sustainable, affordable, valued and fair.  Failure to act appropriately at 
this valuation could mean that employers are unable to offer attractive pensions in the medium 
and longer term, and this would be to the detriment of future generations and the higher 
education sector as a whole.  
 

 

 

The reasons for benefit reform 

The USS trustee – a body comprising a Chair (appointed by UUK), three members appointed 
by UCU, three members appointed by UUK and five independent members – is required to 
carry out an actuarial valuation once every three years. All valuations must make certain 
assumptions about the future in order to estimate the value of the scheme’s assets and 
liabilities. For the 2017 valuation, UUK’s actuarial advisor (Aon) has made clear its view that 
‘weaker assumptions’ have been applied than at the last valuation in 2014. Even on this basis, 
at the March 2017 valuation: 

 The cost of providing current future service benefits was estimated to have risen by 
over a third since the last valuation; 

 A substantial past service deficit of £7.5bn1 existed, having grown from £5.3bn as 
at March 2014; 

 Reliance on the sponsoring employers had grown significantly since the last 
valuation, being £23bn at the valuation date (compared to £14bn at the 2014 
valuation). 

 
Many of you will be aware that the UCU has challenged this assessment of the scale of the 
deficit. Nonetheless, it submitted a proposal to USS’s national Joint Negotiating Committee 
(see below) that would have led to staff paying an additional 2.9 per cent of their salary in 

                                                 
1 Based on the valuation assumptions developed at the last valuation in 2014, the USS deficit at March 2017 would 

have been £12.7bn. The revised assumptions that the USS trustee consulted on in September 2017 brought this to 
£5.1bn. Following consultation with employers, a further consultation on the mortality assumptions as well as 
considering the view of the independent Pensions Regulator and USS’s covenant advisors, PWC, the deficit now 
stands at £7.5 billion based on the trustee’s final technical provision position.  
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contributions to their pensions (to 10.9 per cent), and an increase in employer contributions of 
5.5 per cent of salary (to 23.5 per cent), in return for reduced benefits. I can only read this as 
an acceptance by the UCU that the current situation is not sustainable and that action is 
needed.  
 
 
 

Benefit reform 

The requirement for change in the light of the 2017 valuation was discussed at length by the 
USS’s Joint Negotiating Committee (JNC), which comprises five UCU appointees, five UUK 
appointees, and an experienced independent chair who has been in post since September 
2008.  There were more than thirty negotiating meetings, culminating in a decisive meeting of 
the JNC on 23 January 2018.   
 
The JNC considered two proposals on 23 January, one from UUK representing the employers, 
and the other from UCU. The key elements of the employers’ proposal, which had been 
modified by UUK based on feedback from UCU, are outlined in the next section of this note.  
The UCU proposal (unchanged since it was first tabled for the JNC meeting on 19 December 
2017) suggested a reduction in the accrual rate from 1/75th to 1/80th, whilst maintaining all 
other elements of the current benefit structure.  To adopt UCU’s proposal would have required 
raising employer contributions by 5.5 per cent of salaries and member contributions by 2.9 per 
cent as described above, raising issues of affordability for employers and for scheme 
members.   
 
Both proposals were put to a vote with both UCU and UUK supporting their own proposals. 
The independent JNC chair, who holds a casting vote, voted in favour of the employers’ 
proposal, meaning that the employers’ proposal became the formal proposal of the JNC.   
 
 
 

The proposal 

The proposal is for USS benefits to be reformed from an agreed implementation date 
(expected to be 1 April 2019). Any change to pension benefits will only affect benefits earned 
after the implementation date, as benefits already accrued are protected by law and cannot be 
changed retrospectively. 
 
Under the proposal, there would be a change to a market-leading defined contribution scheme 
from the agreed implementation date, with the option of moving back to a defined benefit or 
hybrid scheme (as we currently have), should the financial outlook improve. Death and 
incapacity benefits would remain on current terms, so that USS continues to provide protection 
in the most difficult of circumstances. 
 
Table 1 below summarises the key elements of the benefit specification, which was designed 
to address the challenges at the 2017 valuation, whilst continuing to offer the most attractive 
benefits that can be afforded.   
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What happens next? 

On 24 January the USS Trustee Board met, considered and accepted the JNC decision and 
recommendations. There will now be a consultation with scheme members, starting in mid-
March and running for a minimum of 60 days, on the impact of the JNC proposal. The USS 
trustee is currently working to develop and deliver this consultation. Modifications to the JNC 
proposal could be made on the basis of responses to the consultation.  
 
The University will continue to provide information to colleagues so that they can make an 
informed contribution to the forthcoming consultation.  To this end we are arranging a further 
series of briefings by independent pension experts Mercer on 12 and 19 February (Book your 

place). 
 
 
Industrial Action 

I am puzzled that UCU, which has played such a central role in the national negotiations and 
has experienced appointees on the USS Board and its key committees, should respond to the 
JNC decision and recommendations by initiating a series of disputes at local level, knowing 
that no university acting in its own right can alter the position taken by USS. 
 
Nevertheless, UCU conducted a ballot for industrial action at 61 universities including Leeds, 
closing on 19 January 2018. As a result it has called for an unprecedented period of industrial 
action which will be challenging for students, universities and UCU members. The UCU action 
comprises a total of 14 strike days from 22 February, alongside a range of actions short of a 
strike. To put this in context, the strike would account for 14 of the 17 days of teaching 
between 22 February and the end of the second term; 35 percent of teaching in the second 
term; and 25 percent of semester 2 teaching. 
 
Whilst colleagues have a legal right to take industrial action, I would encourage everyone to 
remember that our students will bear the brunt of this action. It is also worth remembering that 
in 2009-10, students’ fees accounted for 28 per cent of the total income of the University; in 
2016-17, this figure was 48 per cent, or £323m. 
 

The University will of course do everything it can to ensure that the interests of students 
remain paramount during this period, and in particular will require that alternatives to any 
cancelled teaching events are provided as soon as possible.  Staff have a clear responsibility 
to students to make sure that this happens. Professor Tom Ward, Deputy Vice-Chancellor: 
Student Education, will write to staff shortly with details of the University’s expectations of 
those who take industrial action and of the steps needed to minimise the effects of disruption. 
The University also has a responsibility to be clear and consistent about the contractual 
obligations and deductions in pay for staff who choose to take strike action, and this will be set 
out clearly in a further communication from Francesca Fowler, the Director of Human 
Resources. 
 
A less disruptive course of action would be for all members to play a full part in the USS 
Trustee Board’s 60 day consultation process and to press home the points you want to make 
about the future development of the scheme, a route that will allow your voice to be heard by 
the key decision makers without adversely impacting on the education of our students.  
 
 
 
 
 
 

https://www.leeds.ac.uk/forstaff/news/article/5958/uss_pension_information_sessions_february_2018
https://www.leeds.ac.uk/forstaff/news/article/5958/uss_pension_information_sessions_february_2018
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Table 1 

Scheme element Current benefits JNC proposal 

Employer contributions 18% of salary for all USS 
members 

18% of salary for all USS members2 

Member contributions 8% of salary 8% will remain the standard contribution, with 
the addition of a lower cost saving option 
involving a contribution of 4% of salary 
(depending on member choice) 

Defined benefit salary 
threshold 

£55,550 (linked to CPI) £0 

Employer contribution to 
Defined Contribution above 
the salary threshold 

12% 13.25% (proposed, depending on a final 
decision from the trustee on the level of deficit 
recovery contributions) 

Death and incapacity 
benefits 

 These benefits will be largely unchanged and 
will remain on a defined basis to provide 
certainty to members and their families in the 
most challenging of circumstances. 

Investment management 
charge subsidy 

 Re-commit to subsidise the majority of the fund 
investment management charge for the period to 
the next valuation, meaning no charges for 
almost all members. 

1% Defined contribution 
match 

1% Defined contribution 
match 

No match 

 
 
 
 

 
With best wishes 
 
 

Yours sincerely, 
 
  

 
 
 
Alan Langlands 
Vice-Chancellor 
 
 

                                                 
2 It is noted that the consultation on the recovery plan and therefore the level of deficit recovery contributions is yet 
to take place, however this commitment is unaffected by those remaining processes.  


