Pre-Budget Statement November 2001





�
Chancellor’s Announcement


Since Labour’s second term in office began in June, Ministers have said very little about their pension plans for Britain’s 11 million older people. Unofficial leaks in national newspapers and private admissions have acknowledged that the Government would be unable to repeat the mistake of last April’s 75p, and as a result, pensioners everywhere were eager to hear what the Chancellor would propose in his pre-budget report at the end of November. The main points of the announcement included:





An increase in the Basic State Pension next April of £3 for a single pensioner and £4.80 for a couple, bringing the pension to £75.50 and £120.70 a week respectively.


A guarantee to raise the Basic State Pension from 2003 by a minimum of £100 a year for a single pensioner and £160 for a couple, through the continued link with inflation. This calculates at £1.92 a week for an individual and £3.08 for a couple and would cost £225m.


A rise in the Minimum Income Guarantee (MIG) next April of £7.85 to £98 a week for a single pensioner and of £6.45 to £147 for a couple. By 2003, the MIG is set to be £100 and £154 a week, respectively.


The launch of a new £2bn Pension Credit Scheme in 2003 which aims to give additional means-tested help to those with savings up to £135 a week for a single pensioner and £200 for a couple. For example, a pensioner with an occupational pension of £1000 a year, will be eligible for a rebate of £600.


Continuation of the £200 Winter Fuel Allowance per pensioner household for the lifetime of the Parliament.


A rise in pensioner tax allowances in line with earnings, from 2003 until the end of the Parliament. The age related allowances will increase to £6,100 for those aged 65 to 74 and to £6,370 for the over 75s.


The levels and thresholds for National Insurance contributions will increase in line with inflation, but from April 2002 employers contributions will be reduced by 0.1% to 11.8%.





Analysis


Whilst the Chancellor admitted that “pensioner poverty is a reproach to us all”, very few of the measures contained in his statement would actually address the problem. Furthermore, most of the information surrounding the increases in the state pension and the introduction of the Pension Credit has already been known for at least 12 months. Pensioners have therefore been left feeling that they have ‘heard it all before’.





However, the overwhelming principle behind the Chancellor’s announcement lies in the phrase “more help to every pensioner in Britain, most to those who need it most”. 





Essentially, the Government’s attempt to tackle pensioner poverty relies on the increasing use of means-testing, through the MIG. This coupled with the new Pension Credit proposals to take into account the amount of individual savings, will result in 5.5 million pensioners (half the pensioner population) facing some form of means-testing by 2003. 





Clearly the Government has failed to accept the widespread evidence that means-testing is costly and bureaucratic to administer, ineffective at reaching all those who are eligible to claim and intrusive and unpopular amongst many older people. 





The linking of the MIG with earnings, while the state pension continues to be tied to a proportion of the retail price index, also means that the gap between the pension and the MIG is growing. Those who have made a lifetime of NI contributions will therefore see their incomes continue to fall, both in real terms and in relation to the rest of society.





Most surprising is the Chancellor’s headline-grabbing ‘guarantee’ of raising the state pension in line with inflation, by at least £100 a year for an individual. This is of course what is already happening and will mean a rise of a mere £1.92 a week. This is also less than the £5 in April 2001 and the £3 promised for April 2002, and will do very little to make up for the £29 lost since the link with earnings was broken in 1980.





The freezing of the tax-free winter fuel allowance at £200 for the lifetime of the Parliament also means that by setting the figure for the next 3-4 years, the real value of the allowance will actually fall over the same period. This will therefore do little to tackle the problem of winter deaths amongst older people. 





Finally, in a worrying development for the future of the National Insurance system, the Chancellor also announced employers could pay less NI contributions from April next year. Not only does this impact on the amount of money available to pay our existing pensioners, but it also has serious implications for the pensioners of tomorrow. The funding and future of NI based pensions may therefore be under threat.





NPC’s Response


In a statement released shortly after the Chancellor’s speech, Rodney Bickerstaffe, NPC President said: “Much of what the Chancellor has announced today has merely confirmed what pensioners already knew - but we hope that between now and the real budget early next year, he will find it in his heart and the public finances to do more for Britain’s 11 million older people.”


“Despite the proposed increases, the gap between the means-tested Minimum Income Guarantee and the state pension is growing. Much of the detail surrounding the new Pension Credit has yet to be decided - and as a result many pensioners feel confused by the complexity of this new scheme and the potential intrusiveness of even more means-testing.”





“And when it comes to raising much needed funds, I hope that the Chancellor’s suggestion for a wider discussion on the future of taxation will also mean that he has an open mind when considering raising the Upper Earnings Limit on National Insurance contributions.”





“In his announcement the Chancellor also suggested that he would be able to better understand the implications of caring for children after the birth of his own child - but I hope he’s not waiting until retirement before understanding the needs of our elderly.”





“That is why the pressure to enable pensioners to truly share in the growing prosperity of the nation, through the payment of a higher state pension linked to earnings, will have to continue.”





As a result of our work, the NPC’s views featured in 5 national newspapers as well as local and national radio and BBC TV. 





However, it is extremely important that our analysis of what the Chancellor’s statement means for Britain’s older generation is now widely distributed and discussed throughout the pensioners’ movement.  We must consider how to mount a serious campaign that will put pressure on the Government to do much more for pensioners in the real Budget planned for March 2002. And in doing so, place a substantial rise in the state pension and the restoration of the link with earnings at the very top of the political agenda.
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