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Introduction
1. The Occupational Pensioners’ Alliance (OPA) comprises members from 36 
occupational pensioner organisations nationwide and represents the interests of over 50 pension schemes with over two million members.
2. The OPA welcomes the opportunity to make a submission to the Enquiry Tackling Pensioner Poverty on Great Britain.

3. Occupational pension provision has been devastated on the UK over recent years. Defined Benefit Schemes have been closing in ever increasing numbers and those that are left are under threat because they are suffering large deficits.

4. The OPA urge the Committee to recommend that the Government halt its policy of reducing regulation of pension schemes. Recent experience of the complete failure of “light touch” regulation of the Financial Services industry should be a stark warning.

5. Our response will be restricted those areas concerning occupational pensions.
6. 
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What more does DWP need to do to address pensioner poverty?

Are there specific groups who are more vulnerable to facing poverty in old age?
7. The Government’s pension policy over the last 12 years has been concentrated on focusing help to those most in need. The poorest have certainly had significant increases in their incomes through Pension Credit, Winter Fuel Allowance etc. However much of the help has been delivered through means-testing. As a result a large number of eligible pensioners have not applied.
8. Many OPA members will have small occupational pensions either from broken work patterns or more likely they are widows of pensioners who retired up to twenty years ago, often on small pensions. As a result they may just miss out on Pensions Credit and therefore also will not receive Council Tax and Housing Benefits. The Savings Credit element of the Pension Credit gives some help but at a low level. The marginal rate of tax for those just above the means test cut off can be as high as 100 per cent. The Government must review the Pension Credit and make it fairer for those with small extra incomes.

9. The retreat from good occupational pension provision by companies has been well documented. Defined Benefit (DB) schemes have often been replaced by inferior Defined Contribution Schemes (DC). The following issues will lead to future pensioner poverty unless tackled now:

· Contribution rates to the DC schemes are in general insufficient to deliver pensions approaching the level of those from DB schemes.

· Since the employee takes all the risk in DC schemes, the current total lack of confidence in investments will lead to reluctance to make sufficient contributions.

· Employer contributions are also usually significantly smaller than in DB schemes, even ignoring any deficit payments.

· Most people will tend to choose the least risky investments and therefore receive the smallest long term returns further reducing their pension pots.
· With long term reductions in interest rates the returns from annuities will also be reduced affecting the pensioner for all of their retired lives.

10. The issues raised above will apply to the Personal Accounts when they are introduced so we urge the committee to recommend that the Government take urgent steps to reduce their impact.

11. The Pension Protection Fund and belatedly the Financial Assistance Scheme have certainly been life savers for many workers in failed DB schemes following collapse of their companies. The Committee should urge the Government to ensure the long term viability of both schemes by guaranteeing them should they get into financial difficulties.  The OPA would be strongly opposed to any reduction in benefits provided by the PPF.

Impact of the financial crisis on pensioner poverty
12. The current financial crisis is bound to discourage many from taking out Personal Accounts given that those who currently have DC schemes have seen their investment fall in value by at least 20% with the prospect of further falls to come.

13. The committee should be considering a radical rethink of the whole scheme. The average employee is far from being financially sophisticated and defined contribution schemes are never going to be the answer for them. Perhaps the government’s contributions would be better spent on encouraging and subsidising employers to set up at least a basic career average scheme so that they are not exposed to the degree of risk present in DC schemes.

14. The government should be considering ways of preserving and encouraging the defined benefit schemes in the private sector albeit maybe at a lower cost to the employer than the current levels. Accrual rates could be reduced in line with increases in longevity for example.
Is the Government's programme of welfare reform the right approach for supporting pensioners who wish to continue working?
15. With unemployment rising to 12 year highs, the OPA see little prospect of any job opportunities for pensioners for some years to come. Those who have experience of having to apply for jobs after the age of 50 or so know only too well how difficult it is to obtain work other than stacking shelves in B&Q.
16. The Mandatory retirement age should be scrapped to prevent employers getting rid of older people based solely on age.
