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Retirement and Pensions are changing:

You need to take control

20th century retirement
In the later years of the 20th century, retirement
was about reaching a specific age – usually 60 or
65 – stopping work and receiving a state and 
company pension. Most company pension
schemes were well funded and predictable: based
on your salary and years of service with no risk or
decisions needed by you. In 1950 men could
expect to live to 66 and women to 71.

What has changed?
Everything! The good news is that we are all living
longer. Men can expect to live to at least 76 and
women 81. The bad news is how you will pay for
the extra 10 years?

Pensions have become more complex. Many
employers find it too expensive for the company
pension scheme to pay for the extra 10 years of
pension and so they are making changes. Many are
changing from a scheme that pays a pension
based on your final salary to one in which you and
your employer both contribute to create a pension
fund. This fund is then converted into a pension
when you retire by the purchase of an annuity. The
size of your pension depends on when you retire,
how big your pension fund is and the type of 
annuity you buy. It is your responsibility to ensure
your pension fund will provide you with a pension
that will provide you with the life you seek in 
retirement. You need to take control by planning
and taking decisions. How long will you work? How
much will you contribute to your pension fund?
Where will the fund be invested? What sort of
annuity will you purchase?

Money has become more complex. We live in a 
consumer society of increased advertising 
encouraging us to spend, easy credit, increased
personal debt, and more sophisticated financial
products. One benefit of this is the growth of 
savings and pensions opportunities. Personal 
pensions and Self Invested Pension Plans are more
popular. These pensions, and savings schemes
such as Individual Savings Accounts (ISAs), allow
you to contribute into your own pensions or savings

for retirement; they provide tax advantages and
increased flexibility. But you must take control of
your personal finances, borrowing and savings.

Family life has become more complex. Increased
divorce is leading to more single parents and single
adults where women can no longer rely on their
husband for their pension. There are more ‘hybrid’
families as divorcees find new partners who also
have children. Many women in particular have
increased caring responsibilities. As their parents
live longer there are caring responsibilities for older
relatives. 35% of women aged 51 to 65 have caring
responsibilities. 1 in 6 workers have eldercare
responsibilities. Children are living at home longer
which again places increased responsibilities usually
on the mother and 75% of grandparents look after
grandchildren. These increased caring 
responsibilities can make it difficult for carers to
work full-time. You need to be aware that you may
find it difficult to continue working in the same way
that you do now. Think ahead, have a contingency
plan, and put in place any actions that you need to
take. All the changes to family life make working,
savings, pensions and retirement less predictable
and more difficult. In order to avoid being caught
unawares planning is increasingly important.

Pathways into retirement. In the 21st century it is
not surprising that the later stages of your working
life are more critical and that there are more 
pathways from work into retirement. You have
choice over your work and retirement. The earlier
you plan and take actions the greater will be your
choices. Do you need or wish to work longer? Do
you wish to plan to work part-time to ease into
retirement or to cope with caring responsibilities or
to enjoy your grandchildren? Perhaps you want to
downshift so that you can continue to enjoy work
but with less responsibility or hassle. Perhaps you
want to do something entirely different on a self
employed or consultancy basis.

The Government response to the ageing
society. The Government knows people can
expect to live longer and in common with most 
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countries in Western Europe the UK has an ageing
society. It knows that 10 million of us are not saving
enough for retirement and are at risk of having an
inadequate pension: women and those over 50 are
at high risk in this respect. The Government also
knows that the birth rate has declined. This is
important because it means the ratio of workers to
pensioners will decline and it will be more difficult
for governments to fund the increased pension,
health and social care needs of an ageing society.
The Government asked the Pensions Commission
to look into the issues.  The Pensions Commission
advised that if people in the UK are to avoid an
inadequate retirement they must work longer
and/or save more. This advice has underpinned the
Government approach. The Government has:
• made it easier for people to save for their 

retirement
• encouraged pensions to be portable as you 

move from one employer to the next
• provided greater protection of occupational 

pension funds if the company falls into 
liquidation in order to increase confidence in 
pensions

• introduced age discrimination legislation to 
prevent discrimination on age grounds

• allow those who are competent and fit to work 
to 65 and enabled employees to ask to work 
beyond if they would like to do so

• passed the 2007 Pensions Act and introduced 
a further Pensions Bill that provides for new 
pension arrangements to be introduced 
including new Personal Accounts into which 

those not in an occupational pension scheme 
will automatically be enrolled unless the 
individual opts out

• allowed, subject to the rules of the company 
pension scheme, individuals to take their 
pension and continue working for the same 
employer thereby allowing individuals to adopt 
a phased retirement by working reduced hours 
or downshifting and still maintaining their level 
of income

• provided financial incentives for those who 
defer taking their state pension at State 
Pension Age

• provided for the age at which pensions can be
taken to increase.

21st century retirement offers greater life
expectancy, opportunity, choice and flexibility. The
increased life span offers a rewarding ‘third age’.
But it also brings the challenge of the additional 10
years: how to fund them, how to divide the 
additional years between work and retirement, how
to benefit from the ‘new style’ retirement patterns,
how to avoid being forced unwillingly and 
prematurely from work because of caring, health, or
lack of relevant skills or training issues. 

21st century retirement makes you responsible for
your planning and actions. It is for you to find the
best way to optimise your work, income, spending
and saving bearing in mind your family situation. 

What are you going to do to take control?
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