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Introduction

The State Pension Age (SPA) is
the age at which people are first
eligible to claim a state pension.
The Coalition Government has
recently passed legislation to
raise the SPA more quickly than
was legislated for by previous
Governments. This briefing note
explores the potential implica-
tions of recent and future SPA
increases.

The current State Pension Ages
were introduced in the 1940s at
age 60 for women, age 65 for
men

In 1908, the Old Age Pensions
Act introduced first state pen-
sion, which was non-
contributory, means-tested, con-
ditional (for example, on not hav-
ing a criminal record) and availa-
ble to people over the age of 70
(the first SPA).

After undergoing several chang-
es, in 1948 the state pension had
become a contributory, non
means-tested, unconditional old
age pension payable from the age
of 60 to women and the age of 65
to men.

The choice of SPAs was based on
political negotiation and lobby-
ing. Women's SPA was set 5
years below men’s due to several
factors. Women were, on the
whole, likely to be dismissed at
younger ages than men and less
likely to be able to regain em-
ployment at older ages. A further
relevant factor concerned mar-
ried women, who were, on aver-
age, around 4 years younger than
their husbands and less likely
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than unmarried women to be
employed. A single state pen-
sion was considered too small
for a couple to live on, so wom-
ens’ SPA was originally set at
age 60 with a view to enabling
women with older husbands to
start receiving their state pen-
sion around the same time as
their husband might be leaving
work (around age 65) and
claiming his state pension.:

The SPA is rising due to the
cost implications of increases
in life expectancy

In 1948, when the SPA was 60
for women and 65 for men, the
average life expectancy for a 60
year old woman was 18 years,
(age 78).2 By 2010, a 60 year old
woman’s average life expectan-
cy had increased by around 11
years, to nearly 29 years (age
89).5

Improvements in life expectan-
cy mean the Government has to
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pay a state pension to each in-
dividual for longer, resulting
in both greater costs to Gov-
ernment, and increases in the
amount taxpayers need to pay
to meet the costs of state pen-
sions (wWhen compared to pre-
vious, older cohorts).

In the Pensions Act 1995 legis-
lation was passed to equalise
women’s SPA with men’s SPA.
The Act set out the Govern-
ments legislation for women’s
SPA to increase from age 60
starting in 2010 to become
equal with men’s SPA at age 65
by 2020.

In the Pensions Act 2007, the
Labour Government legislated
for the then equalised SPA to
increase for both men and
women to 66 between 2024 and
2026, to 67 between 2034 and
2036 and to 68 between 2044
and 2046 (Chart 1).

SPA is rising more quickly
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after changes made by the coali-
tion Government

Since SPA rises were legislated
for in the Pensions Act 2007, offi-
cial projections for average life
expectancy have gone up by
nearly one and a half years for
both men and women (aged 65).4
The Coalition Government has
said that the SPA needs to rise
faster in order to compensate for
faster than expected increases in
life expectancy and originally
introduced draft legislation in the
Pensions Bill 2011 to bring the
increase of women’s SPA for-
ward so that it would have
reached 65 by November 2018,
and men and women’s SPA
would have risen to 66 by April
2020.

There was particular concern
about the impact of the original
draft legislation on women

The timetable originally pro-
posed in the Pensions Bill 2011
would have meant that almost 5
million people (2.6 million wom-
en and 2.3 million men) would
have had to wait longer to claim
their state pension than under the
timetable legislated for in 2007
(Table 1).

There was particular concern
about the impact of the original
draft legislation on women. No
men would have had to wait
more than an extra year to claim
their state pension under the
original draft legislation, howev-
er around 500,000 women would
have had to wait more than a
year extra to claim their state
pension.

Of these 500,000 women, the ones
who would have been the most

original draft legislation

Original Pensions Bill 2011 draft le

Table 1: Around 245,000 women would have
had to wait longer than 18 months to claim
their state pension under the Government’s
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islation and Pensions Act 2011,

number of people by length of additional time to State Pension
Age from previous legislation (rounded to nearest 1,000)
Between 1'2
Between 1 year 172 years exactly| years and 2
1yearorless| and1%:years 2 years exactly
(18 months) years
(13 - 17 months) (19 - 23 months)
Men (draft 11
legislation) 2.3 million 0 0 0 0
Men
(Pensions | 2.3 million* 0 0 0 0
Act 2011)
Women
(draft | 2.1 million 197,000 57,000 214,000 33,000
legislation)
Women
fj:‘;g;‘;f 2.1 million | 197,000 303,000 0 0

Source DWP data
The num

mber of men waiting a year or less for their SPA does not change, however under the Pensions Act
2011 240,000 men will have alower SPA than under the original draft ]eg,ls]atlon

substantially impacted by the
Government’s original draft leg-
islation were the around 245,000
women who would have had to
wait longer than 18 months to
claim their state pension.

The Government estimates that
their original draft legislation
would have saved £31.7 billion
The Government recognises that
bringing SPA rises forward
could cause hardship for some
women however they were re-
luctant to agree to substantially
slow down the proposed timeta-
ble of increases due to the cost
implications of agreeing to pay
state pensions to more people
from an earlier date. The Gov-
ernment estimated that their
original draft legislation would
have saved £31.7bn between
2016/17 and 2025/26.5

The Government has amended
the timetable, reducing the
maximum wait to 18 months

In October 2011 the Govern-

ment amended the Pensions Bill

(now the Pensions Act 2011) re-
vising the timetable of SPA rises
so no women would have to
wait longer than 18 months to
claim their state pension (Chart
2). The Government confirmed
that the amendment was intro-
duced in response to the con-
cerns of women most affected
by the proposed SPA rise to 66.s

The amended legislation in
Pensions Act 2011 reduces the
impact of SPA changes for
around 500,000 people and will
cost around £1.1 billion

Table 1 shows that as a result of
the final legislation in the Pen-
sion Act 2011, 2.3 million men
will still have to wait 1 year or
less to claim their state pension,
although of these 2.3 million
men 240,000 will now need to
wait slightly less time to claim
their state pension due to the
knock-on impacts of the amend-
ed legislation.

Following the final legislation,
2.1 million women will still need
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to wait an extra 1 year or less to
claim their state pension, 197,000
women will still need to wait
more than a year but less than 18
months, and 303,000 women will
now have to wait exactly 18
months to claim their state pen-
sion. Of the around 303,000 wom-
en who now have to wait 18
months to claim their state pen-
sion, around 245,000 women
would have had to wait for long-
er than 18 months under the orig-
inal proposal. These women are
the main beneficiaries of the Gov-
ernment’s amendment.”

While recognising that the
amended legislation provides
some help to those most affected,
critics of the Governments’ policy
feel the amended legislation does
not go far enough and that the
rises still place an unfair burden
on women (especially those born
between 6 October 1953 and 5
October 1954) who will have to
wait between a year to 18 months
to claim their state pension. The
Government estimates that the
amended legislation in the Pen-
sions Act 2011 will cost the Gov-
ernment an extra £1.1 billion in
spending on state pensions and
benefits than under their original
draft legislation.s

The Opposition tabled several
amendments, including a com-
promise amendment which
would have capped the maxi-
mum wait at 1 year. However,
these amendments were rejected
in parliament and the Coalition
Government argued that any fur-
ther decreases to the timetabled
SPA rise would be too costly, for
example, the cost of a cap at 12

Chart 2: The Coalition amendment
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caps SPA rises at a further 18

months
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months would be around £4
billion compared to the £1.1
billion cost of the 18 month
cap.s

Bringing SPA rises forward
reduces the notice time people
have to adjust

An adequate amount of notice
regarding SPA rises is neces-
sary in order to allow people to
adjust their working and sav-
ing plans accordingly.

People who are already eco-
nomically inactive, or have re-
duced hours when an SPA rise
is announced may find it diffi-
cult to respond to policy
changes by working longer or
saving more. Some people may
only have enough savings to
support themselves until the
SPA that they had on leaving
paid work. It might be diffi-
cult for older people to com-
pensate by re-entering the la-
bour market.

SPA changes in the past have
aimed to avoid this issue by

using long lead-in times. Wom-
en were given at least 15 years’
notice in relation to the equali-
sation of male and female SPAs
between 2010 and 2020.

The evidence on participation
rates at older ages would sug-
gest that if less than five years
notice is given of changes to
male SPA, many men might
find it difficult to adjust. Within
5 years of the current SPA of 65,
only 60% of the male workforce
are still economically active.
Men may need at least 5 years
notice and ideally 10 years no-
tice of an SPA change, because
within 10 years of the current
SPA of 65, around 75%1 of men
are still economically active and
could therefore respond to the
policy change by delaying their
retirement if they need to.

A smaller proportion, around
65% of women aged 50-59 were
economically active in 2010n
suggesting that women may
need more than 10 years” notice
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Chart 3: State Pension Age rises
needed to keep proportion of
adult life in receipt of state

pension constant
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of any future SPA changes.

There will be further increas-
es in SPA

The Government has made it
clear that they intend to review
the timetable for further SPA
rises (to age 67 and 68). They
have proposed either setting
up a review committee to con-
sider further SPA rises, or cre-
ating a formula which would
link further SPA rises to in-
creases in projected life expec-
tancy, or a combination of
both. Issues to consider in any
further changes to SPA will
include notice periods, as well
as any distributional impacts,
for example on people with
characteristics that mean they
have shorter than average life
expectancies.

There is no clear objective way

to measure ‘fairness’ in deter-
mining the timing of future
SPA rises, however one possi-
ble way to attempt to ensure
that there is fairness between
the generations is to keep the
proportion of the average pen-
sioners life spent in receipt of
the state pension constant. For
example, if policymakers want
to keep the proportion of adult
life (beginning at age 18 and
assuming a combined average
life expectancy for men and
women) spent receiving the
state pension constant at:

- the 2010 level of 32% of adult
life then given 2011 expecta-
tions of future life expectancy,
the SPA would need to rise to
66.5 by 2030 (Chart 3)

- the 2000 level of 30% of adult
life, then the SPA would need
to rise to 68 by 2030
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- at the 1981 level of 25% of adult
life, then the SPA would need to
rise to 72 by 2030, representing
a very substantial increase in
SPA over a short time frame.

Conclusions

The SPA is rising due to in-
creased costs brought about by
increases in life expectancy. The
Coalition Government has legis-
lated in the Pensions Act 2011 to
bring SPA increases forward. The
initial draft Bill legislation gener-
ated concern that some people,
especially women, were not be-
ing given enough time to adjust
to changes by working longer or
saving more. Therefore the Coali-
tion Government amended the
initial legislation before the Bill
passed into an Act, capping any
increase in the length of time a
woman will need to wait for her
state pension at 18 months. Un-
der the Pensions Act 2011 legisla-
tion around 500,000 women will
still have to wait more than a
year longer before being able to
claim their state pension. It is
difficult to determine the fairest
way to calculate SPA rises. One
potential method is to attempt
keep the proportion of the aver-
age pensioner’s life spent in re-
ceipt of the state pension con-
stant.
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