Submission to the Government’s Call for Evidence – “When should the state pension age increase to 66?”
- GMB Response -
INTRODUCTION

GMB is a growing Trade Union representing more than 610,000 members in the United Kingdom.  Our members reflect a diverse range of society and hold jobs in both public and private sectors, based in locations from Aberdeen to Aberystwyth and from Derry to Dover.  Furthermore our members reflect the range of different categories of social groups.  We also have a thriving Retired Members Association.

As such we are in a unique position to provide evidence, comment and guidance on any proposals in relation to social security and savings provision; and in this instance on the state pension age.

We welcome the opportunity to submit evidence to the Government in consideration of plans to speed up the planned increases to the state pension age, but note with great concern the exceptionally restrictive timescale allowed for composing our response.  In such an important, long term subject such as state pensions, there should be no cutting of corners in allowing a full consultation and national debate in formulating policy.
We should make it clear from the outset that the arbitrary proposal to increase the state pension age, which is being rushed through by the Government, is one that GMB rejects in the strongest possible terms.  As will be made clear in this submission our concerns rest on three main factors:
1. Whilst the average life expectancies may be observed to be increasing it is being seen that groups of citizens who would be more reliant on the state pension are not seeing life expectancy increases in line with other groups.  This seems perverse as it is these groups who have traditionally had the lowest life expectancies and it would be hoped that life expectancy improvements would benefit these groups the most.  This has not been the case and the variation in life expectancies appears to be increasing.  An increase to the state pension age will have the most detrimental impact on these groups of citizens who have the largest reliance on the state for an income in retirement.

2. The rationale explained for applying the proposed accelerated increase to men only is that women’s pension ages are being equalised. This appears to GMB to be an illogical argument.  If equality considerations are fully taken into account, the conclusion would be reached that is wrong to further compound the difference between the sexes’ state pension ages when the long stated objective by UK Governments has been for equalised retirement ages.

3. Whilst retirement ages should be continually reviewed, it is profoundly unreasonable for a change to retirement age to be introduced with as little as five and a half years notice.  Many citizens will have planned for their retirement and receipt of the state pension forms a key part of those plans.  As pensions represent a long term commitment from individuals, employers and the state, so any changes should be planned for the long term and adequate notice should be given to help individuals’ plan.  Less than six years does not represent adequate notice – at least ten years notice of increases to state pension age should be given.  This has been the repeated policy of recent Governments.
THE CURRENT POSITION

GMB has long supported moves to improve pension provision in the UK.  Our main objective in terms of pension policy is to ensure individuals have adequate provision for their retirement.  This has traditionally involved our engagement with employers in ensuring the best level of occupational pension provision possible.  However, it is impossible to ignore the provision of state pensions when considering the retirement of our members.  The state plays a very important part in providing an income based on the foundation of social security provision paid for through National Insurance.  

GMB has contributed to a number of reviews of, and consultations on, the pensions system in the UK, most notably to the Pensions Commission chaired by Lord Turner and the consequential legislative process.
The Turner Commission advocated an increase to the state pension age to 68, and this was enshrined in legislation through the Pensions Act 2007.  GMB was not able to support this move as it has a disproportionately detrimental effect on the lowest earners who are not able to fund pre-state pension age retirement and have lower life expectancy than high earners.  In many instances these individuals carry out roles which become more difficult with age as they require physical capabilities or dexterity that become increasingly elusive at older ages.  We advocated a minimum provision that the Pension Credit should remain available from age 65 and we repeat this call in the context of the current consultation.  We further called for the Government to do more to lessen the disparity in life expectancies experienced by different groups across the UK.  As the system currently stands the Government has nearly 14 years to try and achieve this task.

We continue to believe that the level of the Basic State Pension is too low and an immediate injection is needed to bring the Basic State Pension up to a decent level.  This is evidenced by figures published by the European Union’s statistical office
.  These show that in 2008 (latest figures available), only five EU states have a higher risk of pensioners being in poverty than the UK, and our rate of 27.8% of pensioners at risk is significantly higher than the EU average of 18.9%.  This confirms that more must be done to increase the incomes of the UK’s elderly population in retirement.
The recently announced commitment to link the Basic State Pension to the best of the CPI, earnings and 2.5% is lacking in detail as the index of earnings has not as yet been defined and all agree that it is likely to leave pensioners worse off than if RPI had been adopted as the appropriate measure of price inflation within the triple guarantee.

However GMB has called into question the appropriateness of either of these measures of price inflation for pensioners.  We repeat our call for an official cost of living index, specific to pensioners, to be developed.

Following the Pensions Commission headed by Lord Turner, GMB has been mindful of the number of reviews and further Commissions brought about to look into pensions; particularly on Deregulation, Public Sector pensions (Hutton Commission) and Pensions Institutions (Thornton Review).
GMB has already called for a permanent Pensions Commission to analyse the challenges that present themselves for long term pension provision.  Given the long term nature of pension saving, this body needs to be free of political influence and capable of delivering reforms as they are needed to ensure the best level of pension provision for UK citizens.  GMB is repeating the call for such a commission.

INTERNATIONAL COMPARISONS

GMB notes that the call for evidence issued by DWP includes a table of comparative state pension ages from a number of EU and non-EU states.  We would express concern at the emphasis being put on other states which will have a state pension of 66 enacted before the UK.  This gives the impression that the Government see the whole process of increasing state pension ages as a race; which the UK is not winning.  This is not a race but rather a proposal that needs to be widely considered and debated before any plans to implement it.  Any such implementation needs to be introduced in a manner that allows individuals the time to amend retirement plans accordingly.

A comparison of state pension age alone gives a very limited view when looking at the UK’s state pension system in the wider international arena.  For example, no information has been given about the facility to retire earlier on a reduced state pension that has been agreed in Holland.  No such facility currently exists in the UK, where access to any state pension is already set to rise by three years.  In the comparison we note that only one other state has legislated to increase the state pension age to 68.  As such the UK’s position might be seen as being out of step with other states.  However as we have indicated, comparison of state pension ages alone paints a very restricted picture.  

Whilst it is right that Government should look abroad for inspiration for potential reforms to improve the UK’s pension system, it is wrong that one particular element of other systems is being considered.  Consideration needs to be given to the entire pension system in each state and the needs of that state’s citizens, in terms of when they receive a pension, who provides the pension, how much they receive and what proportion of GDP is allocated to providing social security benefits for older citizens.  If comparisons are to be used then these need to include more information than simply outlining state pension ages.  As has already been noted our system does not fare very well when comparing the risk of poverty figures amongst the elderly in Europe.
LIFE EXPECTANCIES

The Government has acknowledged that differences in life expectancy persist across the UK.  In many instances these differences can be quite stark.  It is consistently the case that an individual’s occupation, income and postcode can be major contributory factors to how long they live.
The Office for National Statistics has analysed Census and DWP data and summarised findings in its Pensions Trends series.  This confirms that:

· A 65 year old man in the professional social class group has an average life expectancy which exceeds that of those in the unskilled group by 4.2 years.  This difference, as measured in 2005, has increased significantly from the 2.5 year difference measured in 1976.

· In England, individuals who are 65 years old and living in the most deprived areas can expect to live, on average, at least three years less than counterparts in the least deprived areas.  
· Disparity also exists across regions of the UK.  The ONS report indicates that the Southern regions of England enjoy life expectancies which are on average more than two years greater than in Scotland.
All of the evidence suggests that variations in life expectancy are continuing to increase across the UK, with lower earners and more deprived areas coming out worse off in this divide.  It is excessively unfair to penalise these groups even further, as they already have the largest reliance on state pensions for income in retirement.  The Pensioners’ Incomes Series 2008/09, issued by DWP, shows that individuals in the lower quintiles of retirement income have a proportionately higher reliance on income from benefits, including their state pension.  To deny those that will need their state pension most for a period will only serve to further increase the higher rates of mortality already experienced by those on low incomes.  As such this is a retrograde proposal which impacts highest on those members of society who rely on state provision the most.
EQUALISATION OF STATE PENSION AGES

As has been noted, the Pensions Act 1995 incorporated a principle that state pension ages should be equalised between the sexes.  This principle was continued when the Pensions Act 2007 legislated for further increases to the state pension age to apply to males and females equally.

GMB notes that the proposal to increase the state pension age from 2016 is planned only to apply for men.  The rationale for doing this, as we understand it, is that women are at that time undergoing the phased equalisation of state pension ages implemented by the Pensions Act 1995 and it was, quite rightly, viewed to be unfair to complicate matters further.  This could be interpreted as “the reason equal treatment is not being applied is because equalisation is being phased in”.

This really does seem to be a perverse argument and one over which many commentators have expressed concerns.  

The state pension is a social security benefit.  As such it is not subject to the same over-riding European Directive which covers occupational pension schemes (and requires equalisation of pension ages therein).  Social security benefits are subject to different Directives on gender equality, which do allow for different pension ages for men and women.
Whilst this is the case, it has been the clear intention of successive Governments to implement an equalised state pension age.  This proposal goes against that intention by exacerbating the differences between state pension ages for men and women.
Whilst the European Directive for equalised pension ages does not apply to state pensions, we can see no reason why the principle should not be applied in the UK.  It is not sensible to look upon state pensions and other forms of retirement saving in complete isolation.  There are clear instances of these benefits being mutually interlinked such as through contracting out of the State Second Pension and occupational schemes basing their benefits on state provision.  The recent Green Paper launched by the European Commission (Towards Adequate, Sustainable and Safe European Pension Systems) highlights the unclear boundaries that exist between social security schemes and private schemes.  These unclear boundaries and the interdependence of pensions would support an argument for consistent principles to apply across the spectrum of pension saving.
INDIVIDUALS’ FUTURE FINANCIAL PLANNING

Significant reforms to state pension ages have been made in recent years.  The Pensions Act 1995 legislated for the state pension age for women to increase from 60 to 65 between 2010 and 2020 (as discussed above).  The Pensions Act 2007 legislated for state pension age to increase from 2024 in three main phases over 22 years.

These legislative changes, enacted by different Governments, were predicated on the fact that sufficient advance warning of increases to state pension age needed to be given – 15 years and 17 years respectively.  A move to increase the state pension in 2016 would contravene this policy adopted by successive Governments.
On the face of it, these do appear to be reasonable periods of notice of intentions to increase the state pension age.  GMB is adamant that giving less than six years’ notice of an increase to state pension age, especially where there is no consideration of accrued rights being protected, is unjustifiably punitive and should be reconsidered by the Government. 

GMB has experience of dealing with changes to occupational pension schemes.  A common principle that has been adopted in many instances is that changes should not be impacted on members who are within 10-15 years of their retirement.  Such a principle would be justified for state pension provision.
We note that the Government is consulting on the removal of the Default Retirement Age from October 2011.  We fully support this move, but do note that the consultation suggests that retention of a retirement age by an employer is possible with an objective justification.  This does mean that, as is the case at present, employers will retain the ability to dismiss employees before any state pension is payable.  This objective justification route needs to be suitably tightened up to ensure it is not subject to abuse by employers.

EVIDENCE

In formulating this submission GMB has used resources published by or for central Government, most of which will be familiar to DWP; in particular:

1. Standard Note SN/BT/2234 – House of Commons Library

2. Pensioners Income Series 2008/09 - DWP
3. Pensions Trends Chapter 3 - Office for National Statistics.
We have also found the National Audit Office’s report “Tackling Inequalities in Life Expectancy in Areas with the Worst Health and Deprivation” to be helpful.

GMB MEMBER EVIDENCE

GMB holds an annual Congress at which elected representatives debate and formulate our policy.  Successive motions to Congress have been unanimously passed which call on us to resist and reject future increases to the state pension age.  
In addition to this Congress led policy, GMB also commissioned a survey of members on pension and retirement issues.  More than 5,000 GMB members responded to this survey, including nearly 900 men aged between 50 and 60 (the key demographic of individuals who stand to be affected by the proposal).  The key highlights of our survey are outlined below:
· Members overwhelmingly agreed that at least 10 years notice should be given to implement increases to the state pension age (more than 80% of members and more than 85% of men aged between 50 and 60).   This confirms our view that the proposed notice of less than six years is insufficient, and that the long standing policy of applying longer periods for implementation should be maintained.  
· About 50% of GMB members believe that the state pension age should be kept under review, compared with about 25% of members who disagree with this.  This view would be supported by the implementation of a standing Pensions Commission to oversee the UK pensions system, including state provision and private savings. 
· More than 70% of GMB members believe that the state pension ages for men and women should be the same.  As such, we cannot accept the proposal to extend the difference between state pension ages.  Equalisation of pension ages is a key feature of provision in the UK and the current system of equalisation should be allowed to take place before further proposals are implemented.
· Less than 20% of GMB members expect to work beyond their current state pension age (11% of men aged between 50 and 60).  This shows that the vast majority of individuals already have plans mapped out in their minds on when they will leave the UK workforce.  This position is more notable for the demographic of individuals likely to be affected by the government’s proposal.  As such the proposals will force a great number of people to re-assess their retirement plans; and many will have very little time to do so.
· Nearly one-half of members feel that they will not be medically capable of carrying out their current job at the age of 65.  This is very concerning to GMB.  We note that the proposal to increase the state pension age is being accompanied by a proposal to abolish the default retirement age.  Whilst we support such this abolition, we understand that a facility to objectively justify compulsory retirement will be retained.  Where such a justification is allowed, or indeed of instances where individuals are unable to carry out their jobs, employers will seek to dismiss these individuals.  As such we would wish to see improved standards of workforce management, retraining opportunities and redeployment options being encouraged.
· Less than 10% of GMB members expect to able to obtain a job at the age of 65.  This really shows the lack of confidence individuals have of being employable when they reach the age of 65.  The current economic climate is likely to compound members’ fears of being able to find a job.  However the proposed retention of objective justifications for compulsory retirement ages and the concerns of inability to carry on in their current jobs as discussed above means that some individuals may be forced out of work before they reach state pension age and have no means of supporting themselves.
· More than 70% of GMB members have retirement savings (more than 80% of men between age 50 and 60).  This means that in line with the Government’s wishes, the majority of members are trying to make their own provision.  However this comes against a backdrop of many employers trying to minimise provision for employees and a reduction in statutory pensions indexation which will result in an erosion of individuals’ real retirement incomes.  We are concerned about the 17% of members who are not making any savings (although this is lower than the national average).  These individuals will be wholly reliant on the state for retirement and the current level of provision will be insufficient to prevent wide scale pensioner poverty.
Our members continue to give us a clear message that increases to the state pension age at such short notice must be rejected.  The view of GMB members is that many are increasingly concerned about their ability to carry on in work to later ages and that the state pension age may simply be unobtainable for many.
DWP should also be encouraged to engage with individuals more directly on their proposals.  Many of the reforms that followed the Turner Commissions proposals were developed in conjunction with a number of face to face consultations and forums for gathering the views of the British public.  Such an approach would remain appropriate in this context.

QUESTIONS POSED IN THE CALL FOR EVIDENCE

Question 1: What evidence concerning changes in life expectancy and the changed economic context should be taken into account when bringing forward the increase in state pension age to 66? 
We note the reference to the economic context.  This is particularly relevant for many older people either nearing retirement age or recently reached retirement age.  In the current climate, and even in previous, more prosperous years, the fact is that many older people were finding it difficult to either retain their job or secure a new job.  

GMB has outlined the other evidence based sources that influence our policy.  As noted we also rely on the views of our members, who broadly reflect the composition of UK society.

Question 2: What evidence should the Government consider in deciding the notice period for individuals affected by a change to the timing of the state pension age increase to 66? 
It is difficult to find any hard evidence that references the ability of individuals to amend retirement plans and change their expectations.  As noted we rely on the views of our members, who broadly reflect the composition of UK society.  The value of gathering the views of individuals through face to face consultation should not be ignored by DWP.

Question 3: What evidence should the Government consider to ensure no group is disproportionately impacted by the level of the state pension age and any change to the timing of the state pension age increase to 66? 
GMB is clear in our message that the only way to protect any groups from any disproportionate impact is not to bring about the proposed change to state pension age.  The Government should focus on life expectancy differentials and implement policies to reduce these before considering increases to the state pension age.

Government should already be keenly aware of the groups that are comparatively disadvantaged in terms of both life expectancy and income, and the undeniable correlation between these.  It is these groups that rely on state benefits, including contributory benefits and means tested benefits.  It has consistently been the case that the uptake of means tested benefits has been significantly lower than it potentially could be.  DWP has conducted research into this and the conclusions should be acted upon.  Education of these groups of the presence of a means tested benefit would go someway towards softening the blow of an increased state pension age, but this move would be predicated on the fact that the qualifying age for pension credit should not be increased, and that the current means testing regime is too onerous on many pensioners and is need of simplification.
� http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TSDDE320
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