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Attention Helen Sands, 

Prices Division, 

Office for National Statistics, 

Cardiff Road, 

Newport, 

NP10 8XG

Email: to cpi@ons.gsi.gov.uk
The Public Service Pensioners’ Council (PSPC) represents the interests of retired public servants.
Thank you for the opportunity to give our views on the discussion paper “Introducing an Index of Household payments”. 


PSPC brings together the various organisations for retired public servants and the retired members’ sections of public sector unions. We campaign alongside other organisations, including the National Pensioners' Convention and the TUC, to protect the interests of pensioners and protect public service pensions. 
PSPC members are not just concerned about protecting existing pensioners. From the vantage point of retirement, we recognise the importance of pensions for current and future public sector workers alike. 

1. Do you believe that there is a need for this type of index? If so, why?

The PSPC has previously campaigned to retain the RPI as a measure to increase Public Sector Pensions as it is the closest the UK has to an index which recognises the prices experienced by households. However, this measure has had its designation as a National Statistic removed. 
CPI is a measure designed to look at the economy overall, but it is now widely used to uprate pensions. We see this exercise as an opportunity to ensure any updated index measures fairly recognise the price changes experienced by all households.
2. What is your need for this index and why do you believe it would be suitable for your need? 

Current legislation for Public Sector Pensions requires the measurement of increases “in the general level of prices”. PSPC is concerned that the indexation being considered (which may in future be used to measure public sector and state pension increases) should be a fair reflection of the cost of living increases experienced by households.  Ideally it should be possible to compare the experiences of different types of household e.g.; working families, retired pensioners, younger couples or single occupants.
3. How frequently would the index need to be published to meet this need?

The index should be published monthly to be comparable to other price indices, this will make comparison easier across different indexation measures. 
To best meet the needs stated above;
4. What is your preferred treatment for weighting (for example, household expenditure weighted or economy-wide expenditure weighted)?
The measure should be household expenditure, weighted to reflect household experience of changing prices. 
5. What is your preferred population (for example, all UK or private UK) coverage?

Ideally the index should reflect national expenditure 

6. What is your preferred expenditure (for example, national or domestic) coverage?

National (expenditure by residents of the UK).

7. What is your preferred approach to timing?

Expenditure should be recognised at the point of payments, i.e.; when it will impact the households’ budget. 
8. What is your preferred treatment for the following items?

Interest payments – The cost or interest levied on household loans should be recognised in an Index of Household Prices.
Student loans – include on a payments basis in order that the actual money expended on them is included and interest charged on the loans. But exclude parts of the loan that are never paid off.
Insurance premiums –Insurance policies represent purchasing protection or fulfilling a legal requirement. Such services should be fully recognised by an Index of Household Prices. 
Life insurance premiums - Life insurance premiums, payable on death, should be included. 

Taxation - As a general rule of thumb income taxes and national insurance should be excluded, but other taxes should be included. e.g., council tax, stamp duty, car tax, TV license fee should all be included. VAT is generally included.

Owner occupier housing costs excluding capital costs – these should all be included. These are particularly relevant to retired home owners as they are less able to maintain their homes cheaply and may need to pay to adapt their home as they become less mobile.
Capital housing costs – should be included. Arguably one of the big failures of our current range of inflation measures is their failure to recognise the increases in housing costs. Households experience these costs differently depending on their mortgage status. Although specific housing cost measures do exist. It is important that these are also included in an Index of Household Prices. 
Are there any other areas you believe we need to consider with regards to this index?

Not at present 
Do you have any additional comments?
The name for the index- we would prefer the Household Prices (or Costs) Index 

 

 

 

	General Secretary: Lisa Ray
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2

