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Third State Pension age review: independent report call for evidenceSummary
Prospect does not support any further increases to State Pension age beyond those already legislated for.
State Pension age changes should be determined by a comprehensive assessment of the needs of retired people, and other relevant factors, and not based on arbitrary rules that can never capture the full range of criteria that should be considered.
State Pension age should be set at a level that enables all workers, particularly those who depend mainly on the State Pension, to retire at a reasonable age.
Adequate notice, of at least 10 years, should be given ahead of further changes to State Pension age.
The independent reviewer should consider the appropriateness of allowing some groups of workers access State Pension early under certain conditions.  
The independent reviewer should consider whether the link between State Pension age and Normal Pension Age in post 2015 public service pension schemes remains appropriate and / or should be subject to further independent review.
The independent reviewer should specifically consider the impact of changing State Pension age on groups, such as women and the self-employed / freelancers, with worse retirement outcomes.     

       
Introduction
Prospect is the UK’s leading trade union for engineers, managers, and specialists. We represent more than 160,000 members working across the public and private sectors. Prospect represents workers in the civil service and other public bodies as well as in the energy, defence, aviation, heritage, creative, science, and technology sectors.



Questions
Please see below for Prospect’s detailed comments on the questions outlined in the call for evidence.
Life Expectancy
a. What are the advantages and disadvantages of linking State Pension age to life expectancy?
In his 2013 autumn statement speech[footnoteRef:1], the then Chanceller of the Exchequer gave two main advantages for the new approach of linking State Pension age to life expectancy that he was proposing. [1:  Chancellor George Osborne's Autumn Statement 2013 speech - GOV.UK] 

He claimed that allowing future generations to spend the same proportion of their adult life over State Pension age would be fair.
Definitions of fairness are subjective, but this definition is, at best, an extremely partial one. Comparing the number of years that people spend over State Pension age across generations gives one impression of intergenerational fairness. But it ignores other equally important factors such as the relative generosity of the State Pension(s) for each generation, their access to other sources of income and wealth in retirement and the different cost each generation paid to support previous generations in retirement.
Fairness is an appropriate aim for any approach to assessing State Pension age, or any other aspect of the State Pension system. But it cannot be claimed as an advantage for a specific reform, such as linking State Pension age to life expectancy, simply because it (by definition) results in less variation in outcomes between generations in just one metric.
The other main advantage claimed by the then Chancellor was in relation to “fiscal responsibility” and allowing future generations to know their “country can afford to give them a proper pension when they retire”.
The fact that this claim would only really hold if longevity was improving and the proposed link led to increases in State Pension age (which in turn “saved around £500 billion pounds”) gives the game away.
A link between State Pension age and longevity can only ever be one-way (ie State Pension age can go up if longevity improves, but not down if it gets worse). This exposes the true nature of the original link between State Pension age and longevity; it provided cover to implement future changes that were only ever designed to reduce costs.
The backsliding in relation to the proposed longevity link can be seen in the terms of reference given to the Government Actuary for the previous reviews of State Pension age. For the first report, the Government Actuary was asked[footnoteRef:2] to consider scenarios of 33.3% of adult life over State Pension age (the maximum possible under the definition of “up to a third”) and 32% (said to be the average amount over the previous twenty years). The second report[footnoteRef:3] revealed that the terms of reference asked for modelling based on 32%, 31% and 30% of adult life over State Pension age. [2:  Future life expectancy to be considered in first State Pension age review - GOV.UK]  [3:  Periodic review of rules about State Pension age] 

It would also be relatively easy for government to redefine “adult life” in a way that significantly affected any assessment of how longevity should impact State Pension age.
Proof that a longevity link would only be one-way is provided in the Government Actuary’s report for the second State Pension age review. This showed that, based on the recommended long-term aim of 32% of adult life over State Pension age, the increase to 67 should be put back by nine years to 2037-39.
Clearly there was no prospect of any such delay ever being legislated for. A longevity link that only applies in one direction is not a real longevity link.
In any case, even in circumstances where longevity is improving and the link to longevity is delivering increases to State Pension age, it is economically illiterate to claim that the cost of the State Pension can be fully managed through a single lever that applies to one driver of affordability. Affordability is affected by longevity but also by the size of the working age population and, therefore, factors such as past birth rates, levels of net migration, economic activity rates etc.   
For the above reasons, Prospect does not agree that the main claimed benefits for introducing a longevity link (ie fairness, sustainability) apply in practice. The cynicism of claiming a link to longevity, but only applying it when convenient, is a significant disadvantage when it comes to public confidence.
If there is the honesty that a longevity link is mainly intended to provide pollical cover to make unpopular decisions, then its advantages and disadvantages can be assessed more clearly and openly.
The main advantage is that it could potentially make it easier to implement future changes that are necessary to make the overall State Pension system fairer or more sustainable (or meet any other reasonable objective).
This is surely outweighed by the disadvantage of future governments implementing future changes arising from the longevity link that are not necessary to meet any reasonable objective or that even make outcomes worse.
It cannot be good policy to substitute a relatively arbitrary rule for a thorough assessment of what changes to State Pension age might be appropriate or necessary to meet sensible objectives for the State Pension and overall retirement system.
b.    How would linking State Pension age to life expectancy impact upon intergenerational fairness?
The claimed fairness of linking State Pension age to longevity was addressed in the response to question (a) above.
To expand on that answer in relation to intergenerational fairness specifically: a longevity link might be thought to promote intergenerational fairness in respect of (1) the benefits that each generation of pensioners enjoy and (2) the cost that each generation of workers pays.
But in relation to (1): the proportion of working life that State Pension is in payment for is only one factor affecting the level of benefits that each generation receives. The relative generosity of the State Pension system also directly affects this. And the level of other income and wealth that different generations have access to in retirement affects the level that each generation relies on the State Pension in the first place.
In relation to (2): the level of State Pension age is only one factor affecting the cost of benefits that each generation pays for. There is no guarantee that the impact of linking State Pension age to longevity would act to smooth out, rather than exacerbate, costs between generations (eg longevity has worsened in recent years at a time that State Pension costs have been rising). 
For the above reasons, it is not necessarily the case that increasing State Pension age in response to improved longevity would result in greater intergenerational fairness. It could be that increasing State Pension age would be an appropriate response to increased life expectancy (for intergenerational fairness or other reasons) but it would be important to undertake a wider assessment that also allowed for other relevant factors.
In any case, a longevity link that only applied as life expectancy improved, and not when it worsened, cannot be thought likely to promote intergenerational fairness.
c. What role, if any, should State Pension age have for managing the cost of the State Pension in the longer term?
This question is intrinsically linked to the role of the State Pension in the overall retirement system. If the State Pension was a relatively minor part of workers’ overall retirement savings, then there would be greater flexibility in changing key features such as State Pension age.
And while the State Pension plays a smaller role in the UK’s retirement system than it does in many other developed countries[footnoteRef:4], there is a large proportion of workers who rely mainly on the State Pension as a source of income in retirement.    [4:  Pensions: international comparisons - House of Commons Library] 

Therefore, in answering this question, it is important to focus particularly on the needs of those workers who rely mainly on the State Pension and who consequently will reach State Pension age with insufficient private savings to enable them to retire much earlier.
The needs of this group could well be exacerbated by emerging trends[footnoteRef:5] suggesting that fewer will own their homes by the time they reach State Pension age and hence face significant housing costs in retirement. [5:  Homeownership rates of working-age adults, by age group, 1995–2022 | Institute for Fiscal Studies] 

Between this group’s lack of workplace or personal pension (or other) savings, and their potentially higher housing costs in retirement, their State Pension age is effectively a de facto retirement age: most of them will not be able to retire before their State Pension is payable.
Consequently, increasing State Pension age would have a disproportionate impact on this group of workers, resulting in a significant delay in their retirement, making this less suitable as a lever of managing the cost of the State Pension in the longer term.
The significant underlying variability in longevity by locality within the UK[footnoteRef:6] and other factors, including the nature of work undertaken, emphasises this unsuitability. [6:  Life expectancy for local areas of Great Britain - Office for National Statistics] 

We do not seek to deny the fact State Pension costs are projected to increase significantly (from around 5% of GDP today to about 7.7% of GDP by the early 20270s according to the OBR[footnoteRef:7]), nor that there will be difficult choices associated with this. [7:  CP 1343 – Office for Budget Responsibility – Fiscal risks and sustainability (Nb: these projections assume that increases to State Pension age beyond those already legislated for are implemented)] 

We simply argue that the disproportionate impact of State Pension age increases on those workers who cannot afford to retire until their State Pension is payable, makes this a particularly unsuitable lever for managing costs.
Our focus on the impact of State Pension age changes on those with the least retirement savings does not mean that Prospect supports extending means-testing in the pension system. Means-testing the State Pension is fundamentally inappropriate and is incompatible with the operation of auto-enrolment for most workers.
d. What are the advantages and disadvantages of using State Pension age to manage the cost of the State Pension in the longer term?      
Many of the advantages and disadvantages of using State Pension age to manage the cost of the State Pension in the longer term were addressed in response to question (c) above.
The main advantage is that increasing State Pension age could, at least, have the intended effect of controlling future State Pension costs if that was thought to be necessary.
But just because something can be used to achieve a desired outcome does not mean that it should be used in that way.
Many workers will have sufficient retirement savings, and flexibility in using those savings, to adjust to such reforms relatively smoothly.
But the disproportionate impact on those who cannot afford to retire until their State Pension is payable, and particularly on those in this group with limited life expectancy, make State Pension age changes the least suitable tool for managing costs.
e. What other factors relating to sustainability should the Government consider when determining State Pension age? What are the advantages and disadvantages of using these factors?
It is trivial to point out that every other factor affecting the cost of the State Pension could be used to manage sustainability.
The assumption that the triple lock will apply throughout the forecast period (ie to the early 20270s), underpins the OBR’s long-term projections and accounts for over half the forecast increase in cost over that period.
Relaxing that assumption, so that the triple lock only applied until the level of the new State Pension reached an acceptable (and defined) percentage of average earnings, could significantly control costs (depending on the level aimed for).
Similarly, varying the number of years required for a full (35) or any (10) amount of new State Pension could also control costs.
Prospect is not advocating for any of the above policies. We mainly make the point that they would have a less disproportionate impact on retirement outcomes for key groups of workers in order to highlight the inappropriateness of increasing State Pension age by comparison.
It would be useful for the independent reviewer to comment on the impact of policies around net migration and birth rates in relation to the sustainability of State Pension and other age-related expenditure.
Finally, the overall pension system itself could be reformed in a way that better allocated resources while managing the sustainability of State Pension (and other) spending. Wider reforms are probably outside the scope of this review.
f. What are the advantages and disadvantages of using Automatic Adjustment Mechanisms to make changes to State Pension age (i.e. if a certain factor changes, State Pension age is automatically increased or decreased as a result).         
Prospect does not accept that it is possible to apply Automatic Adjustment Mechanisms to the State Pension Age in practice.
Such a mechanism could potentially give cover to a government to do something that it wanted to do anyway.
But the first time that it resulted in an outcome that was fiscally and / or politically unacceptable to the government, it would be abandoned.
We have seen the previous backsliding in relation to the link between State Pension age and longevity. Public service pension scheme members have also experienced the government first ignoring, and then rewriting, the cost cap mechanism in their workplace schemes after it produced inconvenient results.
The main disadvantage, and only really relevant characteristic, of an Automatic Adjustment Mechanism, is that it would only last as long as it continued to produce outcomes that were acceptable to government. That is not a sustainable, long-term basis for setting State Pension age.
g. What factors could be considered for use in an Automatic Adjustment Mechanism, and why?  
For the reasons given in the response to question (f) above, Prospect does not believe that any Automatic Adjustment Mechanism would be suitable.
h. What other factors do you think the government should consider when making decisions regarding State Pension age?  What are the advantages and disadvantages of using these factors?
State Pension age changes should be determined by a comprehensive assessment of the needs of retired people, and other relevant factors, and not based on arbitrary rules that can never capture the full range of criteria that should be considered.
Any assessment should be particularly focussed on the needs of those workers who mainly rely on the State Pension in retirement, as changing State Pension age has a disproportionate impact on this group.
So long as there is a significant proportion of workers who mainly rely on the State Pension in retirement, State Pension age will act as a de facto retirement age.
So long as State Pension age is a de facto retirement age, it is important to ensure it is set at an age that reflects the aspirations of these groups to retire at a reasonable age, particularly taking into account geographic variability in life expectancy and healthy life expectancy, the impact of manual labour and the lack of a social safety net for freelancers and other groups.
Taking all of the above into account, Prospect does not support any further increases to State Pension age beyond those already legislated for.
A particular issue that has not appeared in the terms of reference for this review is the question of the notice period for workers ahead of any changes to State Pension age. There is a slight concern that the commitment to giving appropriate notice of any changes has weakened somewhat. 
Previous reviews were undertaken under the clear assumption that workers would have at least 10 years notice of any changes. In a statement to Parliament[footnoteRef:8] last year, the previous Secretary of State described a commitment “to setting clear and sufficient notice of any changes in the State Pension age so people can properly plan for their retirement”. [8:  Government response to Parliamentary and Health Service Ombudsman (PHSO) report  - GOV.UK] 

We are unsure what “clear and sufficient notice” means in this context. The independent reviewer should recommend that a requirement to give at least 10 years notice before major changes such as increasing State Pension age is retained.
A further decision that is closely related to the appropriate level of the State Pension age is the question of whether workers should be allowed to draw a reduced State Pension from a younger age.
A reduced State Pension will not generally be an answer for those with little additional savings who are looking to retire at an age that gives them a chance to enjoy a reasonable retirement.
Any reduction to the State Pension would bring the level of this benefit below the level that would allow workers to enjoy a decent standard of living in retirement.
However, there is a group of workers that it could be appropriate to consider offering a reduce State Pension from a younger age to.
Consider a member of a post 2015 public service pension scheme who has combined workplace and state pension benefits that would allow them to retire comfortably from, say, age 65. If this person cannot access their State Pension until State Pension age, then they could be forced to work longer than necessary simply due to the lack of flexibility in their different pension schemes.
It is simple to show that the combined total of their workplace pension and a reduced State Pension would be enough to allow them to retire with a reasonable level of income. But unless they have sufficient additional savings to see them through the period from the 65 to State Pension Age, they will have to remain at work, at least part-time, for that period.
(It could be argued that in these circumstances the flexibility of commuting some workplace pension into lump sum would, in fact, allow a member in these circumstances to retire at age 65. But in that case the additional flexibility of drawing a reduced State Pension from an earlier age would allow the member to retire from an even earlier age.)
Flexibility around drawing State Pension could result in improved outcomes for a significant number of workers. However, access to these extra flexibilities might have to be closely controlled to ensure they are targeted at those that benefit and do not result in inappropriate outcomes or additional costs.          
i. Which of these factors (life expectancy, sustainability and other factors) do you think are most important for the Government to consider when making decisions regarding State Pension age, and why?
As stated in the above responses, Prospect does not believe that State Pension age should be based on arbitrary rules based on a single factor, even those of such fundamental importance as life expectancy or sustainability.
j. How might changes to State Pension age impact people differently? Which groups of people, regions or nations may be most impacted by changes to the State Pension age, and why?
We have set out above why we believe that changes to State Pension age should mostly consider the impact on those who mainly rely on the State Pension in retirement.
Within this group, we have also explained why the impact on those with lower life expectancy (or healthy life expectancy) should be particularly taken into account.
It is also important to discuss the link between State Pension age and Normal Pension Age in the post 2015 public service pension schemes (such as those for civil servants, NHS workers, teachers and others).
This link means that changes to State Pension age affect both the State Pension and the workplace pension of millions of workers.
The link was first recommended in the Independent Public Service Pension Scheme’s final report[footnoteRef:9]. The relevant recommendation (recommendation 11) also stated that the link should be regularly reviewed: “The link between the State Pension Age and Normal Pension Age should be regularly reviewed, to make sure it is still appropriate, with a preference for keeping the two pension ages linked.” [9:  hutton_final_100311.pdf] 

The link was explicitly meant to manage longevity risk: “The Government should therefore look to link a member’s Normal Pension Age (NPA) for most schemes so that it is in line with their State Pension Age (SPA). This will reflect changes in longevity over the last few decades and the likely nature of changes in the future.”
If future State Pension age changes are no longer directly linked to changes in life expectancy, then the link to NPA in the post 2015 schemes will not be appropriate.
The independent reviewer should either comment on the continuing appropriateness of the link between State Pension age and Normal Pension Age in the post 2015 schemes or recommend that government commission a review of this link as recommended by Lord Hutton.
It is also important to consider the impact of changing State Pension age on groups with generally worse retirement outcomes than average.
Prospect’s research[footnoteRef:10] shows that the gender pension gap was 36.5% in 2022-23 (the latest year data is available for). The differential impact of State Pension age changes by gender deserves further consideration in this review. [10:  7th Annual Gender Pension Gap Report, July 2025] 

Retirement outcomes are also worse for the self-employed / freelance population. Research[footnoteRef:11] by the Bectu sector of Prospect highlights the impact of the lack of a social safety net for these workers.    [11:  Bectu's Big Survey report] 
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