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Budget Statement


The Chancellor’s Budget statement on April 9 was designed to show “a Britain of economic strength and social justice”, with evidence of investment, growth and increased productivity matched against what the Chancellor described as “a clear goal to end pensioner poverty”. However, despite this bold declaration, there was very little evidence to show how this was to be achieved.





The main points of interest within the Budget included:





A re-announcement of the £2bn Pension Credit that will be introduced from October 2003, which aims to give additional means-tested help to those with modest savings of up to £139 a week for a single pensioner and £203 for a couple. Under the scheme, those aged 65 and over will be entitled to have 60p of every additional £1 above the basic state pension level disregarded when applying for the Minimum Income Guarantee (MIG). This could give an average additional income of £7 a week for a single pensioner and £9 for a couple. (Full details of how the Pension Credit will work are available in NPC Briefing Paper No 24).


Extending the period in which all pensioners in hospital can continue to receive their full state pension, from 6 to 52 weeks. Thereafter, an individual’s pension will be reduced to just £15.10 a week. Those who were resident in hospital up to the Budget announcement and have already had money deducted from their state pension under the old six-week rule will receive a refund from 21 May 2003.


An additional tax-free £100 annual payment for the lifetime of this Parliament, on top of the existing £200 Winter Fuel Allowance to every pensioner household which includes someone aged 80 or over. The 25p a week age addition at 80 is unaffected by this announcement and will not increase.


A rise in pensioner tax allowances from April 2003 until the end of the Parliament. The age related allowances will increase from £6100 to £6610 for those aged 65 to 74 and from £6370 to £6720 for the over 75s. This should mean that those with incomes of less than £127 a week will not pay any income tax.


A response from the Department for Work and Pensions to the submissions on the recent Green Paper on pensions will be issued shortly.





Analysis


Despite the headlines suggesting that pensioners have done well out of this latest Budget, there was nothing in the statement to strengthen the position of the basic state pension. Instead, the Chancellor reiterated his support for means-testing through the forthcoming introduction of the Pension Credit, which will affect up to half the pensioner population (5.5m).





Significantly, on the same day as the Budget, the Public Accounts Committee (PAC) watchdog on Government spending issued a report entitled Tackling Pensioner Poverty, in which it criticised the low take-up of means-tested benefits. The PAC stated that the Government’s target of getting 3m pensioner households (73%) to claim the Pension Credit by 2006, “lacked ambition”. 





It also found that nearly £2bn worth of MIG, Council Tax benefit and Housing benefit remains unclaimed – with many pensioners finding the system of means-testing both complicated and intrusive.


 


Widespread evidence therefore continues to show that means-testing is both an ineffective way at reaching those who are eligible to claim, and at present levels, still fails to take recipients above the official poverty line of 60% of median income.





On a separate matter, the Chancellor’s decision to delay the deductions from the state pension following a stay in hospital, from 6 to 52 weeks, is of course to be welcomed – but it should be recognised that it has only come about after renewed pressure from the Convention. Nevertheless, the rules will still apply after one year and despite this unfair anomaly costing less than £500,000 to abolish, the Government has fallen short of making a real gesture of social justice, by removing this rule completely.





Furthermore, whilst the Chancellor also acknowledged the inadequacy of the 25p a week at 80 age addition, he declined to improve it as part of the state pension system, preferring to add an additional £100 (£1.92 a week) to the Winter Fuel Allowance for the 2m men and women currently in their 80s. For an 80-year-old couple this will mean an increase of just £50 each. 





An analysis by the Institute for Fiscal Studies shows that as a result of these announcements, the Budget will raise the weekly disposable income of the average single pensioner by less than one-third of a per cent. 





Therefore, in view of the spiralling costs of living in Council Tax and other bills, and the falling value of the state pension, pensioners will feel justified in suggesting that this Budget has effectively done very little for Britain’s elderly, especially when compared with the amount of money available in the National Insurance (NI) Fund useable surplus (£18.7-20bn) that could have been spent on improving the lives of our older population.





By comparison, the Convention’s demand for a higher basic state pension, that is linked to average earnings and free from means-testing, is estimated at costing approximately £8bn a year. The recent additional 1% on NI contributions would have paid for that increase. Yet the Chancellor has diverted that money to improve the NHS – rather than use general taxation. As a result, the Government has mis-used National Insurance, the main purpose of which is to fund state pensions.





NPC’s Response


In a statement released shortly after the Chancellor’s speech, Rodney Bickerstaffe, NPC President said: “Today’s Budget statement fails to meet the financial challenges felt by today’s pensioners or the crisis facing the pensioners of tomorrow. The Pension Credit will result in half the entire pensioner population being means-tested and having to fill in forms and parade their poverty, simply in order to get extra money that should be theirs by right.


 


In addition, the removal of the £28.30 per week so-called hotel costs after a six-week stay in a hospital is long overdue, but it is only after pressure from the NPC and its supporters that this has now been delayed to a year. The raising of the Winter Fuel Allowance for the over 80s is also a very modest step in the right direction, but we must be clear that none of these measures will eliminate pensioner poverty. 


 


The Chancellor is keen to point out how well the economy is doing compared to Europe, but the fact remains that we spend less of our GDP on pensions than nearly every other European country. Britain has the fourth richest economy in the world, yet millions of our elderly people still live below the poverty line and if we can find £3bn to fund the war in Iraq - why can’t we find the money to wage a war against pensioner poverty at home?


 


On hearing the Budget today I believe many of our older generation will feel that the Government simply has not risen to the challenge."


April 2003
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