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Unite response to the HM Treasury Increasing the normal minimum pension age: consultation on
implementation — 22"9 April 2021

This response is submitted by Unite the Union, the UK and Ireland’s largest trade union representing
over 1million members across all sectors of the economy including transport, manufacturing, financial
services, food and agriculture, construction, energy and utilities, information technology, service
industries, health, local government and the not for profit sector. Unite also organises in the
community, enabling those who are not in employment to be part of our Union.

Unite has not and does not support increases in the state pension age or normal minimum pension
age. We do support longer working lives, and labour market policies to promote opportunities for older
workers, but believe that the State Pension should be there to support those whose circumstances do
not allow them to continue working.

Previous Government Reviews have interpreted the Terms of Reference as being to consider what
changes in state pension age and normal minimum age would be appropriate after the state pension
age has risen to age 67 in 2028.

Application of the ‘one third’ policy

The Government has based the application of the ‘one third’ policy on the principle that on average a
person reaching state pension age should not be expected to receive their state pension for more than
a third of their adult life. The calculation of this has been based on the arithmetic mean average. Life
expectancy does not vary randomly. There is a wealth of statistics indicating how it varies by
occupational classification, region and social class.

Broadly speaking the ONS data suggests a 5 year difference in life expectancy between socio
economic groups with a high life expectancy and those with a low life expectancy. Putting it another
way, the former group will be expected to receive their state pension for 25 years rather than 20 years.

In general, variations in life expectancy mean that this ‘one third’ policy has a regressive effect as
those in advantaged social groups will be very likely to have more than a third of their adult life in
receipt of their state pension while those in disadvantaged social groups will be very likely to have less
than a third of their adult life in receipt of their state pension.

As the Pensions Policy Institute has previously pointed out, the arithmetic median life expectancy is
significantly below the arithmetic mean life expectancy. What this means is that there are more people
whose life expectancy is below the Government’s mean average than there are people above it.

The PPI calculated that if the median average had been used, the point where 50% of people are
above and 50% below the figure, then state pension age on the ‘one-third* formula would have
suggested that 2034 was the date when state pension age should rise to 67, and not 2028 as legislated
for.

Another fundamental problem with the current policy is that life expectancy is uncertain and projections
are subject to change. This suggests that the policy, if applied, should leave a significant margin for
error.



Life expectancy gap shows need for state pension 'rethink’

The Office for National Statistics (ONS) has showed a 19-year healthy life expectancy gap between
the UK’s most and least deprived areas.

Raising the state pension age would push people nearing retirement into poverty, with ONS figures
showing that people in the most disadvantaged areas had an average healthy life expectancy of 52.3
years.

This falls short of the current state pension age, with the problems presented by this being emphasised
by the TUC, which added that its recent research had found that 534,876 workers aged 60 to 65 have
had to leave the workplace due to medical reasons.

Everybody should be able to look forward to a decent retirement. But the gap in healthy life expectancy
between rich and poorer areas remains huge, and in the case of women is widening.

The Government must rethink its plans to raise the state pension age and minimum pension age. This
risks making inequalities worse and is pushing more people into poverty. It makes no sense to make
people who are forced out of the labour market due to ill health to wait longer for their pension.

As well as the sizeable gap in healthy life expectancy, the ONS figures showed that the difference in
overall life expectancy at birth between the least and most deprived areas of England was 9.4 years
for men and 7.6 years for women.

AJ Bell analysis noted that the data pointed to “a widening life expectancy gap between rich and poor”
as people living in the least deprived areas of the country had seen a significant increase in life
expectancy since 2014, while no significant changes were observed in the most deprived areas.

AJ Bell senior analyst, Tom Selby, said: “Perhaps the most striking example of this inequality can be
found on the steps of parliament. There is a near 10-year chasm between the average life expectancy
of a male born in Westminster, one of the wealthiest parts of the country, and Blackpool, one of the
most deprived regions in the North West of England.”

He said the social policy challenges presented by the figures “should be front-and-centre” of political
debate.

Selby continued: “The current flat-rate state pension system and universal retirement age has the
benefit of simplicity, but it also means those with the lowest life expectancies — who tend to live in the
poorest areas — will, on average, receive the least.

The need for flexibility

Research indicates that over a half of those people age 60-64 who are currently not working are not
in that position through choice and a third of them are long-term sick and disabled. We have many
members in a range of occupations whose capability to continue working into their 60s in those
occupations is severely compromised.

It is often blithely suggested that people could do other jobs but this takes little account of the evident
difficulty, given their age and fitness, to obtain employment and the impact on their sense of self-value
of being forced to make such a transition.

Survey data reports that as many as one third of people aged 60-64 report a disability and almost a

sixth have caring responsibilities. Clearly the difficulties experienced by all these people will be
intensified if the retirement age continues to be pushed up.
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As the state pension age is being increased, the stronger is the case for greater flexibility to be
introduced to mitigate the effect on disadvantaged groups.

However, it needs to be recognised that trying to deal with particular groups will always be a flawed
approach as within any group identified, whether advantaged or disadvantaged, the circumstances of
people within the group will vary. There is no average person. The best policy is to limit the increase
in the state pension age and normal minimum pension age rather than using flexibility as an excuse
for accelerating the increase.

A number of different flexibilities around the state pension age and minimum pension age have been
suggested. We would urge that further work be done to develop some of these with a view to their
being implemented as soon as is practicable.
Flexibilities which should be progressed include:
e Allowing payment of an unreduced state pension where a person has 45 years of NI
contributions.
o Allowing early access on a means-tested basis, perhaps by de-linking Pension Credit
gualifying age from state pension age.
e Allowing early access to people with disabilities and with caring responsibilities.
Proposed protection regime for members of other pension schemes

Unite supports the protection regime for members of other pension schemes.

Gail Cartmail, Assistant General Secretary, Unite the Union 22" April 2021

For further information please contact John Neal on 0207 611 2633 or john.neal@unitetheunion.org
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