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WILL CURRENT PENSION POLICY ENCOURAGE PENSIONS? 
 

ABSTRACT 
 

Government is relying on private second tier pensions to ensure adequate 
income for increasing numbers of older people in future.  It believes current 
policies will allow State spending on pensions to remain around current levels, 
despite a 40% rise in the over 65’s.  This paper argues that present policies will 
not achieve their aim and suggests alternative approaches, to encourage more 
people to contribute to pensions and/or to extend working lives – but not in full 
time work.  This should improve both pensioner incomes and long term UK 
economic growth. 
 
INTRODUCTION 

 
The headlines have been full of pension news in recent months.  Survey results show that 
90% of the population thinks pensions are in crisis, or need urgent policy changes.1 
Confidence in pensions has plummeted.  A series of scandals, poor investment returns, high 
charges, increasing complexity and lack of security for some occupational scheme members, 
have undermined what used to be thought of as one of the best private pension systems in 
the world. 
 
The level of State pension payments is very low and the Basic State Pension is set to fall 
further.  However, this has been accepted because the UK has been encouraging funded 
‘second tier’ private provision, via employer’s final salary occupational pension schemes and 
personal pensions, to provide a decent retirement income for millions of workers.  
Successive Governments have reduced the level of State pension support and aimed to rely 
more on private pensions, to reduce public expenditure on supporting the elderly.  In fact, 
this Government has stated that its objective ids to reverse the current ratio whereby around 
60% of people’s retirement income comes from the State and 40% from private means.  By 
2050, the aim is to have 60% from private means and 40% from the State.   
 
Unfortunately, the most recent figures suggest that, in fact, the proportion of private 
provision has been falling, rather than rising.  In particular, final salary pension schemes are 
being closed at an alarming rate.  An NAPF Survey in July 2003 showed that only 19% of 
employers now offer a final salary scheme to new employees and that over 40% of 
companies with such schemes have closed them to new members in the last 12 months.  
There is a huge shift underway, from defined benefit (DB) final salary pension schemes, 
towards defined contribution (DC) money purchase schemes and personal pension 
arrangements.   
 
This is a significant change, yet policy has not risen to the challenges associated with moving 
from a reliance on the employer to provide pensions, towards a system where individuals 
must increasingly make these important decisions themselves.  With the current lack of 
confidence in pensions, the complexity of our present system and the lack of understanding 
and education among the vast majority of the population, more radical action is needed, if 
we are really to ensure better pensions in future. 
 
Over the next 40 years or so, the proportion of people over current pension age is forecast to 
rise by 40% and will comprise nearly a third of the population.  These people are all voters 
and, if they do not have sufficient income, they are likely to demand more from the taxpayer.  
The higher the private pension income these people will have, the less the call on the State.  
At the moment, however, middle income groups are not saving nearly enough to provide a 

                                                 
1 YouGov and Dr. Ros Altmann, Nationwide Survey on Pension and Retirement October 2002 
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decent standard of living for themselves.  The lack of confidence and understanding of 
pension issues, the difficulty of managing to put money aside for the future, rather than 
spending it today and the reluctance to think about ‘getting old’ are all barriers which are 
currently preventing people from putting money into pensions.  It is clear that they need 
better incentives to encourage them to do so. 
 
The Government’s response, so far, has been inadequate.  Several policy initiatives have 
been introduced, with the aim of encouraging more people to put more money into pensions, 
but these have not worked.  I believe a major reason for this is that the initiatives have 
concentrated mainly on the ‘supply’ side of pensions, rather than the ‘demand’ side.  Part of 
the Government’s proposals are to simplify pensions, offer people more choice, give them 
cheaper products and require all employers to offer access to (but not contribute to) 
stakeholder pensions.  The stated aim is to offer people more low cost, simple, cheap 
products to choose from.  But, however cheap and simple they are, if people do not want to 
buy them, they will not do so.  It is important to also address demand – find ways of 
encouraging people to want to engage in the pensions process.  The Government’s response 
here has focussed on such elements as improving financial education and awareness, 
introducing a publicity campaign and targeted information for individuals, but of themselves 
these measures will not lead to more people putting money into pensions.   
 
This paper will examine the measures which the Government has taken to try to encourage 
and increase pension savings.  It will discuss why these measures are likely to prove 
inadequate and proposes alternative policies, which should be more effective in achieving 
the Government’s aim of increasing income for older members of society. 
 
The policies covered are as follows: 
 

1. Stakeholder pensions 
2. Informed choice 
3.  ‘Rebranding’ tax relief 
4. Pension Credit 
5. Longer working life  

 
Alternative proposals considered are as follows: 
 

1.  - Pooling of stakeholder pensions 
  -Lottery stakeholder pensions 
 
2.   - Specialist advisers 

- Standard forms and procedures 
- Employers to provide access to advice 

 
3.    - Higher rate tax relief for everyone 
 
4.    - End means test for older pensioners 

-  Make Pension Credit temporary 
   -  Allow pensions to be ‘undone’ 
 
5.    - Gradual retirement 
 

1.  STAKEHOLDER PENSIONS 
 
The Government has introduced these personal pensions, which are low cost (charges 
capped at 1%), flexible products.  Individuals can contribute small amounts, can stop and 
start payments and change providers with no penalties.  They were designed to appeal to 
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lower and middle income groups, to encourage those who had not had pensions before to 
start contributing to one.  Even non-taxpayers can obtain basic rate tax relief on stakeholder 
pensions, designed as an added incentive for low income groups.  All employers with more 
than 5 workers, who do not provide a pension scheme, are required to have a stakeholder 
scheme. 
 
Problems with Stakeholder Pensions 
 
The Government claims that stakeholder pensions have been a success.  However, this is not 
validated by the data.  Research suggests that contributions to private pensions have stalled 
since 2000.2  Demand for stakeholder pensions has been significantly below expectations 
and the figures suggest that it is often better off households, children of wealthy parents or 
grandparents and non-working spouses who have been the main purchasers.  Many 
company stakeholder schemes are empty shells.   
 
The official claims of success are based on the premise that the 1% charge cap has driven 
down costs for pension products as a whole, which has benefited all consumers.  However, it 
is possible to argue that the 1% cap has actually made the situation worse for the target 
group, not better.  This is because, at 1%, it is not cost-effective for advisers to advise small 
investors.  So the ‘1% world’ may have effectively locked all but the wealthiest in society out 
of the financial advice process altogether.  It is generally accepted that pensions need to be 
‘sold’ to these unwilling middle-income consumers and the target group is not therefore 
putting money into stakeholder pensions.  The highest paid, who will usually get advice, are 
benefiting from lower charges when they buy their pensions, but the target group is not 
being helped or encouraged to contribute at all.   
 
Alternative Proposals: 
 
(i) Pooling of pensions – too expensive one by one 
 
The current approach to personal pensions needs to be radically re-thought.  Buying savings 
products individually is not the best approach.  The benefits of pooling could be substantial.  
Encouraging consumers to join together by various affinity groups (for example, by age, by 
profession, by union etc) should allow much greater economies of scale and enhance 
consumer buying power significantly.  This would be more efficient for the industry and 
individuals and would be a much more sensible way forward.  Selling personal pensions one 
by one will never achieve economies of scale and will always entail charges which are too 
high.  By allowing consumers to join together, product providers and advisers will have 
better opportunities to reduce charges, consumers should be better represented and the 
whole process should work better.  The Consumers Association has some excellent proposals 
on this3. 
 
(ii)  Lottery Stakeholder 
 
To encourage people (especially younger workers) to put money into stakeholder or personal 
pensions, Government should consider introducing a ‘lottery’ scheme, (using the precedent 
of Premium Bonds).  For example, for every pound put into a stakeholder pension, the 
purchaser could be entered into a weekly draw which would have a top prize of £1million, to 
be paid in cash to the winner to spend as they please.  This would provide a real incentive for 
younger people to think about investing for their future.  They may win £1million today and 
they can also know that they are providing for their future security.  This is trying to tap into 

                                                 
2 Pensions Policy Institute ‘The Pensions Landscape’ 2003, p.37 
3 M. McAteer, Consumer Policy Review May/June 2003 Vol. 113 
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the average prospective pension purchaser’s mindset and would cost relatively little – just 
over £50million a year. 
 
 
2.  INFORMED CHOICE: 
 
Government has proposed various measures to ensure that cheaper and simpler pension 
products are available, and to provide ‘decision trees’ and leaflets to explain the products.  
The idea is that ‘informed choice’ will enable more people to buy a pension.  The 
Government also proposes to extend tailored individual pension information and combined 
pension forecasts (requiring pension providers to show estimates of private and state 
entitlements on one statement) to help people realise what their future pension is likely to 
be.   
 
Problems of ‘informed choice’: 
 
The overall problem is that individuals cannot be left to make their own choices, however 
much information you give them, because most of them are unable to understand financial 
products and financial planning.  Survey evidence shows that 65% of people find pension 
issues hard to understand4.  Even if we educate children to understand financial matters in 
the future, (which may never be achievable) this will take decades to have any effect and 
there are still millions of adults today, who will not know how to engage in this process.  In 
fact, giving them even more choice than today will just lead to confusion, not consumer 
improvement.   
 
Individual pension forecasts are unlikely to be of significant assistance in encouraging new 
pension contributions.  They may actually cause confusion because, if people have more than 
one source of pension, the combined statements they receive will show the state entitlement 
twice.  So they will not receive accurate information and will be overestimating their future 
pension income.  And, of course, this measure will only help those who are already saving in 
a pension! 
 
The need for advice: 
 
The barriers to saving are not principally due to lack of information, therefore, just giving 
people more information and simpler products will not address the right issues.  The real 
problems are more to do with consumer’s lack of expertise and the complicated nature of 
financial planning itself.  These can best be solved by offering people independent advice, 
someone to hold their hand through the process.   
 
Even the simplest financial products are not simple for the average person.  They do not 
understand how to assess the risk of a product, how much to put into bonds or equities, 
whether to have index-linked bonds, gilts or corporates, whether to consider hedge funds or 
venture capital, what type of investment profile is most appropriate for their age or personal 
circumstances.  No amount of leaflets or information will equip people to make this choice.  
They must have help.  Advice is not a luxury, it is a necessity, and the current environment is 
particularly fraught with dangers for the ‘average person’.  For example, they need to know 
whether they should buy a pension or an ISA and how much to contribute.   Without advice,  
either people just won’t save or they may buy the wrong product and ‘mis-buying’ is worse 
than ‘mis-selling’, because there will be no-one to compensate them for the losses suffered! 
 
However, the Sandler Review and subsequent announcements of proposed changes to the 
financial products sales regime, suggest that the Government believes people should be able 

                                                 
4 YouGov and Dr. Ros Altmann survey  October 2002 
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to manage to ‘safely’ buy savings products, including pensions in which the money is locked 
until retirement, without advice.  Most people are unable to make these decisions on their 
own.   
 
Alternative proposals: 
 
(i)  Specialist advisers – not ‘full fact find’ 
 
If advice is too costly to give in the current regulatory environment, then the answer should 
be to make it cheaper and simpler to give the advice, not just to leave people to manage 
without advice.   
 
One solution would be to introduce regulatory approval for a cheap, simpler advice process, 
or better still a specialist independent adviser qualification, focussing on specific major 
financial decisions e.g. pension, annuity, mortgage.  This advice needs to be much quicker 
and simpler to deliver than the current six-hour ‘full fact find’.  A specialist adviser in each of 
these fields could give expert advice on financial planning relevant to each product, to 
ordinary people, without complicated circumstances.  Such people do not need to be advised 
by someone who knows all about offshore bonds, tax-efficiency or inheritance tax avoidance. 
The adviser could just talk the individual through a few basic questions that need to be 
considered, to ensure a product such as a pension is ‘suitable’ for the client, rather than leave 
the client to assess suitability on their own, or with the aid of a decision tree which most of 
them simply won’t understand.   Without advice, the potential for mis-buying is enormous. 
 
(ii)  Standardised procedures and Plain English 
 
The Government should require product providers to simplify their forms and procedures.  
To use plain English, standardise the application processes for each product, put the same 
required information in the same place on each company’s forms etc.  At the moment, the 
same basic products are often called something different by each provider, they each have 
different forms, require different information from the customer or ask for the same 
information to be filled in in a different place on the form etc. etc.  Survey evidence shows 
that 86% of people believe pension companies use too much confusing jargon.5 The 
Association of British Insurers (ABI) has introduced a voluntary initiative, called ‘Raising 
Standards’, to try to encourage its members to do this.  But, this initiative does not go far 
enough, because those who have the worst forms and processes are the ones who fail to sign 
up to it and the better ones will comply.  The Government should set a deadline by which 
time firms must agree to standardise their procedures and forms.  This would make the 
whole advice process much simpler and enable people to understand the processes much 
better. 
 
 
(iii)  Require Employers to give access to advice: 
 
Proposals to require employers who do not provide a pension scheme to give their workforce 
independent advice would be helpful. This should be a tax deductible expense.   One of the 
best ways of cutting the cost of the advice process would be to centralise it in the workplace.  
Advisers would be happy to come in to a firm talk to groups about how to plan finances, 
important factors to consider for pension provision and so on.  Our survey showed that 60% 
of people would like to attend an employer-provided course to learn about how to plan their 
financial affairs.6 
 

                                                 
5 YouGov and Dr. Ros Altmann 
6 YouGov and Dr. Ros Altmann 
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DEMAND SIDE REFORMS 
 
What is really needed is to introduce measures to improve the demand for pensions.  The 
Government needs to ensure that there are sufficient incentives to encourage people to put 
money into pensions.  Government has proposed some measures aimed at improving 
incentives to save.  Two of these are discussed below. 
 
3.  ‘REBRAND’ TAX RELIEF 
 
The main incentive for pension contributions is in the form of tax relief.  However, Survey 
evidence shows that people do not understand how tax relief works, or how much it is worth.  
79% of those contributing to a pension have no idea of the amount which Government is 
putting into their pension from tax relief.7   
 
The Green Paper proposes that pension saving incentives can be improved by the idea of just 
‘rebranding’ current tax relief, to explain to people more clearly how it works, presenting it 
more like a ‘matching payments scheme’.  The idea is to tell people more clearly exactly how 
much they get for each pound of their pension contributions.   
 
Problems with rebranding tax relief: 
 
This rebranding proposal is simply nowhere near enough to encourage basic rate taxpayers 
to put money into pensions.  The problem with tax relief, as an effective method of 
incentivising pensions, is not just that people do not understand it.  The level of incentive 
given is not sufficient.  In fact, the amount of incentive varies, depending on people’s 
income, with the groups which need the least incentive actually receiving the most under the 
present system.  For example, higher rate taxpayers receives £2 worth of tax relief for every 
£3 they contribute to a pension, whereas the other 90% of people who do not pay higher rate 
tax receive, at most, 85p for every £3 they put in. The cost of this tax relief is enormous.  It is 
estimated to be £13billion a year, yet half of this goes to the top 25% of taxpayers and a 
quarter of it goes to the top 10% of taxpayers.  This is highly regressive and inefficient. 
 
The Government is not proposing to increase the level of incentive even though, for anyone 
not a higher rate taxpayer, it appears to be too low to make people feel that it is worthwhile 
to sacrifice current consumption.     Currently, the incentive that can be given is determined 
by what tax rates happen to be, rather than by what level of matching is actually needed to 
encourage savings.    The relative attractiveness of ISA’s, the fact that pensions are locked in 
until retirement and the recent events which have undermined confidence, all lead to the 
conclusion that the Government is simply not offering enough reward to elicit more pension 
savings from basic rate taxpayers.  
 
Alternative Proposal: 
 
Higher rate tax relief for everyone: 
 
Government should consider giving everyone higher rate tax relief.  This would be much 
fairer and would provide significantly more incentive for middle income groups to 
contribute to pensions.  Some try to justify the current system of tax relief by pointing out 
that the pension is taxed at the end, and they claim that the tax is merely ‘delayed’.  
However, this argument is fallacious.  It is not true that the fact that pensions in payment are 
taxed means that tax relief effects are neutral and therefore equitable.  Very few pensioners 
pay higher rate tax, so most will benefit from tax arbitrage and will be taxed at lower rates in 

                                                 
7 YouGov and Dr. Ros Altmann survey October 2002. 
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retirement (or may pay no tax at all, given the effects of the more generous age allowance)  
In addition, the 25% tax free lump sum also means that higher rate taxpayers benefit 
substantially more than those receiving basic rate relief.  Furthermore, the entire amount of 
pension contributions receive the tax relief, whereas only the top slice of pensioners’ income 
will be subject to the 40% rate.  This alternative proposal to give everyone higher rate tax 
relief, even if they are only basic rate taxpayers, would be much fairer.  It would be a more 
powerful incentive for average income groups to put money into their pension and they 
would end up with a much higher pension, for the same level of contributions as now.  Some 
work has been done to explore the costings of this type of approach and it would be 
interesting to explore this further8. 
 
4.  PENSION CREDIT 
 
From October 2003, the Government has proposed introducing a ‘credit’ to supplement the 
incomes of poorer elderly pensioners.  Currently, pensioners with low incomes are entitled 
to claim a means tested benefit called Minimum Income Guarantee (MIG), - higher than the 
Basic State Pension - to bring their income up to this ‘poverty line’.  However, any private 
pension or savings are counted against them in the means test calculation and they may lose 
£1 of benefit for every £1 of savings income.  The Government recognises that this is a major 
disincentive to save and have proposed to ‘reward’ savers, by allowing them to keep 60% of 
their savings income.  So, for every £1 of pension income, they will lose ‘only’ 40p.  The 
Government has billed this as a reform to ensure that ‘it always pays to save’, however, the 
way Pension Credit works in practice, this is not strictly true for many people. 
 
Problems with Pension Credit: 
 
A major problem with Pension Credit is that around half of older people will be entitled to it.  
The Institute for Fiscal Studies forecasts that by 2040 the figure will rise to 75%. The cost of 
paying this benefit to so many people will be enormous, the complexity of the administration 
will also be significant.  Furthermore, as with all means tested benefits, not all those entitled 
will actually claim.  It is often the case that the older, more frail and potentially more needy 
pensioners are the ones least able to fill in the required forms, or understand how the system 
works.  The potential for low take-up means that the policy may not be effective. 
 
Pension Credit will still entail a loss of all pension savings, for anyone who does not have a 
full Basic State Pension (BSP).  Since only about 25% of women have a full BSP in their own 
right, they will be particularly penalised by Pension Credit.  For women with, say £10 less 
than full BSP, the first £10 per week income from their private pension savings will be taxed 
at 100%, not 40%, so this part of their pension savings will be worthless.9  It is therefore not 
true to say that Pension Credit ensures that it always pays to save.  Even with an employer 
contribution, many women may not safely put money into pensions and are likely to be 
better off saving in a different form.  
  
Finally, because there is still the potential to lose a significant proportion of pension income, 
financial advisers are unlikely to recommend basic rate taxpayers to put money into 
pensions.  It is safer to recommend ISA’s, since these can be cashed out in full, without 
losing 40%, if the person becomes entitled to Pension Credit.  Thus, Pension Credit is likely 
to be a major disincentive to pensions in the future. 
 
Alternative proposals: 

                                                 
8 Aberdeen Asset Management, Datamonitor and Dr. Ros Altmann  ‘Modelling Changes to Tax Relief’ 
April 2003 
9 For a woman of 60 to save enough to buy a £10pw pension, she would need to have saved almost 
£14,000, which would have been completely wasted! 
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(i) End means test for older pensioners 

 
This proposal entails a radical overhaul of the State pension system.  Everyone who is over 
age 75 (or some other age, depending on the cost) would be entitled to the MIG level as their 
State ‘pension’ as of right, with no need to claim or fill in forms.  Private savings could be 
kept in full above this level, but would be taxable in the normal way.  This would abolish 
poverty for the elderly, would eliminate the problem of low take up and high cost and 
inefficiency in administering means tested benefits and be a significant improvement to 
incomes of the elderly.  It would also be of particular benefit to single older women, who are 
the ones most likely to be in poverty and least able to fill in the forms.   

 
(ii) Make Pension Credit temporary 
 

Pension credit is an excellent policy for today’s pensioners, but is destroying the incentive to 
put money into pensions for future generations.  If the Government were to announce that it 
will be phased out over the coming years, this would remove some of the disincentives. 

 
(iii) Allow people to ‘undo’ their pensions, if they would lose 40% of it in 

Pension Credit.  
 
This proposal would mean that people who put money into a pension and later find that 
they would have been better off putting money into an ISA, or not saving, should be 
allowed to change their pension arrangements, pay back the tax relief and not be 
penalised. 
 

Having looked at measures which are unlikely to be effective in addressing the problems of 
low incomes for older members of society in future, we now turn to discussing one of the 
most promising ways of tackling this issue.  The Government has started the changes 
required here, but a more radical approach is recommended.  We need to recognise that, 
even if we succeed in improving pension provision in the UK, it is likely that relying on 
pensions alone simply can solve the problems of financing an ageing population.  The 
answer is to help people maintain  
their independent sources of income for longer. 
 

5.  EXTEND WORKING LIVES 
 

The Government has proposed several policies which will assist in encouraging longer 
working lives.  These include age discrimination legislation, allowing people to work part 
time and take part of their pension from their existing employer, raising minimum age for 
drawing full pension from 50 to 55 for personal pensions and from 60 to 65 for civil 
servants. 
 
Let us consider what has been happening since pension policy was devised in the middle of 
the last century. 
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Birth BirthBirth

15

15 years not
working

65

50 years
working

75
10 years not
working

33%

67%

18

18 years not
working

60

42 years
working

82

22+ years
not working

20

20 years not
working

55

35 years
working

85

30+ years 
not working

59%

41%

1950’s Now Future?

49%51%

  
       
 
At the time of Beveridge, people would have spent about two thirds of their lives working 
and contributing to the economy.  Nowadays, people stay at school later, retire earlier, and 
live much longer, so they are spending only about half their lives earning.  And the trends for 
the future are even more worrying.   
 
If most people stay on to higher education, then retire in their mid-50’s and live another 30 
years or more, they will only be spending about 40% of their lives actually earning money.  
What will they live on for all the years they are out of the labour market?  How can someone 
who contributes to a pension for, say, 30 years and retires in their mid-50’s, expect to live on 
the income from those 30 years of savings for another 40 years or so?  Pensions were only 
intended to be paid to most people for 5 or 10 years, they were never designed to last for 30 
or 40 years and it is not realistic to expect pensions to be able to do this. 
 
The problem is that pensions policy has fallen way behind the changes in demography and 
health status of the last few decades.  I believe we actually need to think very differently 
about retirement. 
 
The whole concept of retirement should be rethought.  It should be a ‘process’ rather than an 
‘event’.  A new phase of life that never existed before.  It makes no sense for people to 
withdraw from the labour force just because they reach a particular age.  They should work 
until much older ages, but not full time.  This is not a negative, but a positive message.  
There are huge benefits from being at work, but people should be able to cut down the 
amount of hours, or change to less stressful roles.  Mentoring, job sharing, lifelong learning 
to encourage career moves as industry changes.  People could then continue earning for 
much longer and also contributing to society.  By around 2020, the demographics are such 
that there could be serious labour shortages, as more people enter their 60’s and fewer 
younger people come into the labour force.  We should be planning for this now.  The 
concept of gradually retiring, rather than suddenly stopping altogether is much better for the 
individual, for society and for the economy as a whole.  The longer people stay in work, the 
more the whole cost of supporting the elderly becomes affordable.  Society has achieved this 
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for working mothers.  It is important to try and achieve much greater employment rates (but 
on a less than full time basis) for older people.   
 
Several companies are already implementing such policies, with very positive results.  
Employers are finding significant benefits in an age diverse workforce and individuals are 
valuing staying at work.  Our Survey showed that 73% of people would prefer to cut down 
hours gradually, before stopping work completely.10  The benefits of longer working lives to 
long-term economic performance should also not be underestimated. 
 
So the life profile would look more like this: With people spending less of their lives 
dependent on others to support them. 
 

Birth BirthBirth

15

15 years not
working

65

50 years
working

75
10 years not
working

33%

67%

18

18 years not
working

60

42 years
working

82

22 years not
working

20

20 years not
working

60

working

85

part-time
working

24%

47%

29%

1950’s Now Flexible Working

49%51%

retirement

 
 
The concept of gradual retirement has much to recommend it.  This should be much 
healthier for individuals, for society and for employers.  Given the dramatic deterioration in 
demographics around 2020, we need to change social attitudes to retirement now, in order 
to forestall labour shortages in future.   
 
Periods of retirement must be shortened.  The concept of retiring gradually would be much 
healthier and we should try to change social attitudes on this now.   
 
 
 
 
CONCLUSION 
 
Finally, I would just hope that policymakers and pension industry leaders will begin to face 
up to the reality of the situation.  We are in a crisis, pension provision is changing and the 
nation needs strong, visionary leadership to manage these changes as painlessly as possible.  
Even the State pension costs are being hugely underestimated. Government forecasts 
spending on pensions by 2050 will stay around the 5-6% of GDP that it is now.  This is 

                                                 
10 You Gov and Dr. Ros Altmann 
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politically impossible to believe.  The number of older people will rise by 40% by then and 
will comprise 30% of the population.  These are all voters and they will not accept such a 
small slice of national income.  We must improve pensions and lifetime savings planning 
urgently – current policy initiatives are nowhere near enough.  But we must also accept that 
periods of ‘retirement’ cannot last for 30 or 40 years.  Gradual retirement rather than 
sudden full withdrawal from the labour force would be in all our interests.  Society is 
changing and policy must change with the times.   
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