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Prof Prem Sikka: The government’s
claims of not being able to lift
retirees out of poverty are not
credible
Prem Sikka  15 October, 2021 (3 weeks ago)

'Even before the proposed suspension of the triple-lock, 2.1 million retirees
(18%), including 1.25 million women, live in poverty compared to 1.6 million
(13%) in 2012-13.'

Prem Sikka is an Emeritus Professor of Accounting at the University of
Essex and the University of Sheffield, a Labour member of the House of
Lords, and Contributing Editor at Left Foot Forward.
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The government is rushing the Social Security (Up-rating of Benefits) Bill
through parliament. It seeks to suspend the triple-lock, under which since
2010 the state pension has risen by the highest of the three variables – the
consumer Prices Index, average wages or 2.5%.

Due to statistical quirks related to Covid-lockdown, wages show growth of
between 6.8% and 8.3%. Such an increase in pension would lift many retirees
out of poverty and could add £3bn-£5bn to the total pension cost. The
government claims that this is unaffordable. During the House of Lords
debate on 13th October, many peers supported the Bill whilst a few,
including myself, opposed it.

The government’s claims are bogus and will condemn millions from the
current and future generations to a life of misery.

The average UK wage is around £31,461 a year. The maximum state pension
is £179.60 per week or £9,350 a year, but only four out of 10 retirees receive it.
Some 2.1 million pensioners, mostly women, receive less than £100 a week.

The State Pension is the largest single source, in many cases the only source,
of income for the majority of pensioners. The average amount is around
£8,000 a year, or 25% of average earnings, the lowest among industrialised
nations.

Despite the triple-lock, the proportion of UK elderly people living in poverty
is five times what it was in 1986, the largest increase among major western
European countries. A major reason for this is that in the 1980s the Thatcher
government broke the link between earnings and pensions and retirees never
recovered from it.

Even before the proposed suspension of the triple-lock, 2.1 million retirees
(18%), including 1.25 million women, live in poverty compared to 1.6 million

https://bills.parliament.uk/publications/42780/documents/694
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averageweeklyearningsingreatbritain/september2021
https://hansard.parliament.uk/lords/2021-10-13/debates/7CEE6115-3BE0-409E-BACC-517493188571/SocialSecurity(Up-RatingOfBenefits)Bill
https://www.gov.uk/new-state-pension/what-youll-get
https://www.telegraph.co.uk/pensions-retirement/news/dont-rob-us-pensions-retirees-demand-voice-triple-lock-debate/
https://www.ageuk.org.uk/globalassets/age-uk/documents/annual-reports-and-reviews/age-uk-pensioner-poverty-report.pdf
https://davidhencke.com/2018/06/05/the-downing-street-state-pension-robbery/
https://www.ageuk.org.uk/globalassets/age-uk/documents/annual-reports-and-reviews/age-uk-pensioner-poverty-report.pdf
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(13%) in 2012-13. Malnutrition (or “undernutrition”) affects over 3 million
people in the UK.  Of these about 1.3 million are retirees. Every year, around
25,000 retirees die from cold as they have to choose between heating and
eating.

Governments have bailed out banks, and handed £895bn to speculators
through its quantitative easing programme. Vast subsidies have been given to
companies. For example, around £250bn has gone to oil and gas companies.
Last year, privatised train companies received £8.5bn. So claims of not being
able to lift retirees out of poverty are not credible.

The 2020-21 cost of paying the state pension to 12.4 million retirees is £101.2
billion and can easily be increased by resources already available. The state
pension is administered through the National Insurance Fund which
currently has a surplus of £37bn. When asked why the £37bn is not being
used to honour the triple-lock the Minister replied, “This is a pretty
challenging question, and I do not know”.

A low pension now condemns future generations to even lower state
pension, especially as many cannot afford to pay significant amounts into
private pension schemes.

Even before Covid, 14.5 million people were living in poverty, which is below
60% of median income. Personal debt is currently around £1,741.7bn. Young
people saddled with student debt and high housing costs are unlikely to
accumulate wealth and will be forced to rely upon the state pension for their
retirement.

The social statistics are dire. The poorest 50% of UK have just 9% of wealth.
42% of all disposable household income is in the hands of the 20% of people,
while 7% goes to the lowest-income 20%. Some 18.4 million individuals have
income of less than the income tax threshold of £12,570. 6.2 million people

https://www.bapen.org.uk/malnutrition-undernutrition/introduction-to-malnutrition?start=4
https://www.bankofengland.co.uk/monetary-policy/quantitative-easing
https://theferret.scot/north-sea-oil-250-billion-tax-break/
https://www.rmt.org.uk/news/railway-rolling-stock-fat-cats-paid-out-1-billion/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/954496/Great_Britain_National_Insurance_Fund_Account_-_2019_to_2020.pdf
https://hansard.parliament.uk/Lords/2021-10-13/debates/7CEE6115-3BE0-409E-BACC-517493188571/details#contribution-25C18D11-0055-4292-A9E0-A0333DD3A49B
https://ifs.org.uk/uploads/BN259-How-high-are-our-taxes-and-where-does-the-money-come-from.pdf
https://themoneycharity.org.uk/money-statistics/
https://equalitytrust.org.uk/scale-economic-inequality-uk
https://researchbriefings.files.parliament.uk/documents/CBP-7484/CBP-7484.pdf
https://leftfootforward.org/2021/10/prof-prem-sikka-the-governments-claims-of-not-being-able-to-lift-retirees-out-of-poverty-are-not-credible/nnual%20income%20of%20less%20than%20the%20%C2%A312,500%20Personal%20Tax%20Allowance%20in
https://hansard.parliament.uk/lords/2021-10-11/debates/D8582F1D-578F-4996-A1C7-EF2E891C30B1/HealthAndSocialCareLevyBill
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have income of less than £8,844. Only 58% of the adult population pays
income tax because the other 42% are too poor. So millions await a future of
low pension and early death.

The UK state pension must be aligned with the living wage and there are
plenty of resources without increasing the basic rate or the 40% rate of
income, or national insurance contributions for the masses. It can be achieved
by redistribution and ensuring that national insurance is paid on unearned
income

By taxing capital gains at the same rate as earned income, some £17bn a year
plus another £8bn in national insurance can be raised. Taxing dividends at
the same rate as earned income generates another £5bn plus £1bn in national
insurance. Currently, national insurance on earned income up to £50,300 is
levied at the rate of 12% and thereafter at only 2%. By extending the 12% rate
to all earned income, another £14bn can be raised.

The government provides £41.3bn in tax relief on pension contributions and
most of it goes to individuals paying income tax at the marginal rates of 40%
and 45%. Some 1.5 million individuals pay into private pension schemes but
get no tax relief because their income is below the income tax threshold. By
giving a credit of 20% (equivalent to the basic rate of income tax) to all savers
for pensions, the government can generate a surplus of £10bn a year.
Numerous other possibilities, including a financial transactions tax and
wealth tax, exist.

Condemning current and future retirees to poverty is a deliberate political
choice. It has no economic justification.

As you’re here, we have something to ask you. What we do here to deliver real news
is more important than ever. But there’s a problem: we need readers like you to chip
in to help us survive. We deliver progressive, independent media, that challenges the

https://ifs.org.uk/uploads/BN259-How-high-are-our-taxes-and-where-does-the-money-come-from.pdf
https://leftfootforward.org/donate/
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right’s hateful rhetoric. Together we can find the stories that get lost.

We’re not bankrolled by billionaire donors, but rely on readers chipping in whatever
they can afford to protect our independence. What we do isn’t free, and we run on a
shoestring. Can you help by chipping in as little as £1 a week to help us survive?
Whatever you can donate, we’re so grateful - and we will ensure your money goes as
far as possible to deliver hard-hitting news.

https://leftfootforward.org/donate/

