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To: POLICY AND RESOURCES 
COMMITTEE 

C U  
AGENDA ITEM NO. 00- 

Subject: PENSIONS REVIEW 

NORTH LANARKSHIRE COUNCIL 

REPORT 

From: CHIEF EXECUTIVE 

Date: 30 SEPTEMBER I Ref: SD/CM 

1. INTRODUCTION 

Correspondence has recently been received from the Department of Social Security regarding the 
Government’s Pension Review and is attached at Annex 1 to this report. North Lanarkshire Council, together 
with many other employers, pension industry members, pressure groups, etc. have been invited to make their 
views known. This report outlines the background to the review and details the Council’s proposed response. 

2. BACKGROUND 

The Government are considering measures to improve pensions and security in retirement. More specifically, it 
is intended to “review the central areas of insecurity for elderly people including all aspects of basic pension 
and its value and second pensions incluchng SEWS; to build a sustainable consensus for the long-term future 
of pensions; and to publish the Government’s proposals, for further consultation, in the first part of 1998”. 
Following consultation with relevant Council departments it is proposed that a response be made to respond to 
the Department of Social Security in the following terms. 

3. NORTH LANARKSHIRE COUNCIL’S RESPONSE 

3.1 PENSION lN2QUALITIES 

Inequalities e?rperienced in working life - between empyment and unemployment, between differing levels of 
pay and between men and women, are compounded in old age. Approximately 66% of the elderly population 
are women. Women are more likely to be poor pensioners because of their lower earnings during working life, 
intermittent or interrupted work patterns and greater life expectancy. There is also a clear division amongst the 
elderly population in Britain - some pensioners live in poverty, dependent on Income Support with no private 
or occupational pensions, little or no savings and capital, and usually living in council or private rented 
accommodation whilst others enjoy the fruits of a lifetime of secure employment, have little or no housing costs 
and may have a significant private pension. Any pensions review must address these inequalities - inequalities 
made worse by @e fall in the value of state pensions since 1980 - and their underlying causes. 

3.2 BALANCE BETWEEN STATE AND PRIVATE PENSIONS 

Whilst it is acknowledged that future security can best be achieved by individuals building self funded second 
pensions, this option is not available to many people living in poverty or on a low income. Therefore, the link 
between basic state pension and earnings should be re-established for those who wish to remain in the scheme. 
Retirement pensions should be set at levels that take into account losses since 1980 and ensure minimum 
protection for the most vulnerable members of the elderly population. Also, the current retirement pension is 
lower than income support - an anomaly that should be addressed as a matter of urgency. 

The state pension gap between men and women should be narrowed to allow women greater security and 
independence in retirement. Women’s national insurance contributions record and consequent entitlement to 
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pensions is traditionally weaker than men’s because of lower earnings and greater caring responsibilities. 
Special provisions should be made to correct this imbalance. 

3.3 SEWS ‘CITIZENSHIP PENSION’ AND ‘STAKEHOLDER PENSIONS‘ 

The Social Security Act 1986 and Pension Act 1995 both weakened the state earnings related pension scheme, 
increasing the incentives to take out private pensions and reducing the protection given to people who are least 
likely to be able to make private provision. In future years this could mean increased poverty for many elderly 
people. The proposals for ‘citizenship pensions’ to respond to the inequality e,xperienced by carers and 
‘stakeholder pensions’ for workers on low pay or part time contracts may address the problems created by the 
weakening of SEWS. However, it is essential that the provision of state pensions is protected and enhanced (as 
described above) so that the introduction of ‘citizenship pensions’ and ‘stakeholder pensions’ has a real impact 
on the incomes of current and future elderly people who live in poverty. 

3.4 OVERALL 

An increase in disposable income through improved additional pensions will allow older people greater choice 
in terms of living conditions, maintenance of health, and leisure. Improved pensions may also affect the 
capacity of older people to contribute to the cost of their own care in a residential setting or in their own home. 
However, any increase in pensions should not be met by a corresponding increase in residential or nursing 
home rate. 

4. RECOMMENDATION 

It is recommended that the Committee 

(a) authorise the Chief Executive, on behalf of the Council, to respond to the Department of Social 
Security regarding the Government’s Pension Review in the terms detailed in section (3) above, 
forwarding a copy of this response to Cosla; and 

(b) otherwise note the report. 

CHIEF E$$UFE c 

For further information please contact Charles Muir, Chief Executive’s Department, Tel: 0 1698 302363. 



DEPARTMENT OF SOCIAL SECURITY 

Richmond House, 79 Whitehall. London SW1A 2NS 
Telephone 0171 - 238 0800 

From the Pariiamenra? Under Secretary of Srare for Social Securip 

Mr Cowe 
Chief Executive 
North Lanarkshire Council 
Civic Centre 
MOTHERWELL 
ML1 1TW 

17 July 1997 

Dear Mr Cowe 

PENSIONS REVIEW 

The Government is committed to building a sustainable consensus for the future of pensions 
in Britain. 

We promised in our manifesto to consider measures to improve pensions and security in 
retirement. As part of this programme Hamet Harman announced today that we would be 
undertakmg a wide-ranging review of all aspects of pension provision with the following 
terms of reference:- 

"To review the central areas of insecurity for elderly people including all aspects of 
the basic pension and its value and second pensions including SEWS; to build a 
sustainable consensus for the long term future of pensions; and to publish the 
Government's proposals, for further consultation, in the first part of 1998." 

The purpose of this letter is to invite you to participate in the Pensions Review. We are 
anxious that all interested parties, including those who are already pensioners, should have 
every opportunity to make their views known. We are also setting up an independent 
representative group of pensions experts to give us advice about the current state of pension 
provision in the UK and likely future trends. This will provide the grounding for the 
development of our proposals. 

We intend to publish the Government's proposals for the short and long-term in the first part 
of 1998. These proposals will be formulated in the light of the views that we receive and 
provide a considered response to them. 
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E. R. 
For this first Stage of the review I am inviting your COmments on all aspects of pension 
provision and particularly - 

the nature of the current problem; 

the balance to be struck between state and private provision; 

the form which provision might take. 

We are also developing and will consult on, proposals to meet our manifesto commitments 
to - 

the retention of the State Earnings Related Pension Scheme ( S W S )  for those who 
wish to remain within it and for the development of "citizenship pensions" for those 
carers who are unable to contribute to pensions in their own right; 

the establishment of a new framework of good value second pension schemes - 
"stakeholder pensions" - to meet the need of those on low or modest incomes or with 
changing patterns of employment and how new partnerships between the pensions 
industry, employers and employees might be developed. 

Your views on these issues are requested as soon as you can make them availab' - so that they 
can inform the discussions and meetings I have already started with a wide range of 
individuals and groups. 

I recognise that some respondents to this letter will wish to raise concerns about community 
care for the elderly. We will make sure that such responses are considered by the Department 
of Health and in the future consideration of long term care for the elderly which it will 
shortly be initiating. 

The last date for receipt of letters and proposals for this first part of the Pensions Review 
process is the 31 October. 

Responses should be sent to- Mrs Lynne Paske 
Pensions Review Team 
Department of Social Security 

London WC2N 6HT 
1-11 John Adam Street 

This letter goes to all those on the attached list. 

I look forward to hearing from you. 

John Denham MP 


