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Disclaimer: my opinions, not advice!
In compiling this presentation, the aim has been to ensure the 
correctness of the information given. However, it has not been 
possible to check all the material and no warranty, expressed or
implied, can be given that all or any of the information provided is true 
and accurate. Dr. Ros Altmann shall not have any liability whatsoever 
in the event of any of the said information proving to be untrue or 
incorrect.
All comments made in this presentation reflect the opinions of Dr Ros 
Altmann only. They are not intended, in any way, to reflect any advice 
or guidance to either individuals or organisations, nor are they
intended to encourage anyone - individual or organisation - to make 
any investment, financial or other decision on the basis of any views, 
opinions or facts expressed.
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Outline
History
Current problems
Pensions Bill reforms and personal accounts
Radical reform required
Conclusions
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Historical pension perspective
Current system dates back to last century
Idea to support people for last few years of their life
Low state pension plus private/employer provision if lucky
Private pensions encouraged, not rely on state
Strong UK retirement savings culture 
Now disappearing
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Pension basics

What is a pension?
Social insurance to prevent poverty: Government role
Long-term savings vehicle: individual role
Paternalistic employers took on social insurance in final 
salary schemes – to reward lifelong workers
Led to expectations of employers to help long-term saving
UK Government relied on employer and personal pensions

Help reduce cost of state pensions
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UK pension policy developments
Governments expected private equity investments to 
offset state pension cuts
Schemes raided: tax ‘surpluses’ + industrial restructuring
Employer final salary schemes in terminal decline

Company cost, not company benefit:  HR -> FD
Money purchase schemes far less generous
Low state pension led to poverty 
Scandals and loss of confidence
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Problems to sort out

Complexity of state pension system
BSP, S2P, NI credits, contracting-out

Mass means testing of pensioners in pension credit
Government policy undermining private pensions
Risks/difficulties of saving seem greater than 
risks/difficulties of NOT saving
Restore confidence – scandals, employers pulling out
Squandered chance for radical reform
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Proposed Pensions Bill reforms
State pension: 

keep BSP, S2P, Pension Credit
keep contracting-out for DB
reform contribution tests 
raise state pension age

Private pensions: 
3% employer compulsion, 8% total
personal accounts 
auto-enrolment
no advice on ‘suitability’ or investment risk
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Problems of state pension reforms
Half-way house compromise

Still complex and confusing state pension
Contracting out still a problem – costs over £10billion pa
Still too much means testing – poverty, disincentives
Still relying on employers 
Raising state pension age not a long-term solution
Not radical enough – my view: need citizens pension, 
clear separation of state and private roles, fairer to all
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Employer compulsion not the 
answer 

Still using employer contributions instead of state pension
What is the intellectual case for employer compulsion?

Just a tax on small employers.  Mortgages next?
Pensions are part of your pay – not magic money!
Auto-enrolment dangerous for many
Big risk employer contributions will actually fall overall

Nearly half DC employers contribute > 8% (DB > 20%)
Putting money in is important to politicians today, but 
getting pensions out is vital to individuals years later!



11

Personal accounts dangerous
8% not enough – people will think it is
3% employer contribution minimum to become maximum
Those with pensions now will be worse off; those without 
will either opt out, or find them unsuitable
Administration a nightmare - what if things go wrong?
Low costs not the most important factor
Auto-enrolment not safe in current environment

Suitability, investment risk, annuities
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Investment risk not taken seriously

Low state pension means private pensions vital
Pensions different from other investments – annuities risk
What annuity safeguards in personal accounts?
Need education and advice
Most people’s idea of risk is ‘Will I lose money?’

Not outperforming market or industry benchmarks
Need good default options – capital protection?

Will Delivery Authority be able to protect members?
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More radical reform needed
Citizens pension (join BSP and S2P, end pension credit)

At least £120 per week, simple
Funded by reassigning current spending – no new money 

Contracting out rebate/women pension age…
State pension to provide social welfare

Minimise means-testing, end poverty, annuities
Clear message for individuals and financial companies

If want more than minimum, safe to save 
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The future?
State can only provide basic minimum 
Radical state pension reform could free up the market for 
providers to sell pensions to mass market
Wake up to pension reality - rethinking of pensions and 
retirement urgent - promote better understanding
Pensions alone cannot solve the ‘pensions crisis’
New phase of life waiting to be grasped – in future most 
people in their 60’s and 70’s will work part-time
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Conclusions

Current reforms not radical enough – crisis will remain
Can’t reform private pensions without radical state reform
Tinkering with old model won’t work
Citizens pension for private savings to flourish again
Auto-enrolment in personal accounts dangerous
Rethinking pensions and retirement for 21st century
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Thank you for listening

Any questions?

www.rosaltmann.com


