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Executive summary

Key findings

1 The biggest impact on incomes of the increase in the state pension age
from 65 to 66 is simply that 65-year-olds lost — on average — state pension
income worth around £142 per week in 2020-21. This reduction in state
pension income was much larger than the overall increase in earnings arising
from around 9% of 65-year-olds delaying their retirement until they reached the
new state pension age.

2 Accounting for all forms of income, including state pensions, earnings, other
benefits, private pensions and investment incomes, the increase in the state
pension age pushed down the net income of 65-year-olds by an average
of £108 per week. This is an average, and many will have seen bigger
reductions in their incomes, while those who remained in full-time work as a
result of the reform actually received a higher total income than if the state
pension age had remained at 65.

3 The reduced payments of state pensions — and the higher direct tax
payments resulting from the increase in the state pension age — boosted
the public finances by around £4.9 billion per year. This is the counterpart
to the reductions in household incomes caused by the reform. This exchequer
gain is equivalent to around 4% of national income and almost 5% of public
spending on state pensions.

4 The reductions in household incomes have had a particularly important effect
on lower-income households: they have caused significant increases in income
poverty rates among 65-year-olds. The reform caused absolute income
poverty rates (after accounting for housing costs) among 65-year-olds to
climb to 24%, some 14 percentage points higher than — or more than
double — the 10% that we estimate it would have been had the state
pension age remained at 65.

© The Institute for Fiscal Studies, June 2022



5 How did increasing the state pension age from 65 to 66 affect household incomes?

5 For some groups, the increase in the state pension age from 65 to 66
caused absolute income poverty rates among 65-year-olds to rise by
much more. These include single people (rising to 38%, 22 percentage points
higher than the 16% it would have been without the reform), those with at most
GCSE-level education (to 35%, 21 percentage points higher than the 14% it
would have been) and renters (to 46%, 24 percentage points higher than the
22% it would have been). This is because many in these groups were close to
the poverty line prior to the latest increase in the state pension age.

6 This latest increase in the state pension age led to a larger increase in
income poverty than that seen following earlier increases in the female
state pension age. This is for two reasons. First, the gap between state
support for those just above and just below state pension age has increased,
as both means-tested support for pensioners and state pensions paid to new
pensioners have risen while working-age benefits have not. Second, fewer
people are in work at older ages, meaning people were much more reliant on
the state pension at age 65 than at age 60.

7 Most of the increase in absolute income poverty for 65-year-olds as a
result of the reform has been among people not in paid work. The fraction
of 65-year-olds who were in poverty and not in employment rose by 10
percentage points from a pre-reform baseline of 9%. However, there was also
an increase in in-work poverty, with the share of 65-year-olds in work and in
poverty rising by 32 percentage points from a pre-reform baseline of only 1%
of the 65-year-old population being in in-work poverty.

© The Institute for Fiscal Studies, June 2022
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1. Introduction

With rising life expectancy and an ageing population, there are pressures on the financial
sustainability of providing state pensions in the UK: the number of people of pensionable age is
projected to reach over 15.2 million by 2045, a 28% increase on the level in 2020 (Office for
National Statistics, 2022). One response to this challenge by the UK government has been to
increase the earliest age at which people can claim a state pension (‘the state pension age’, SPA).
The female state pension age began rising from age 60 in April 2010, achieving parity with the
male state pension age of 65 in late 2018. The state pension age for both men and women then
increased from 65 to 66 between December 2018 and October 2020. It is this latter reform that
we examine in this report. Further increases in the state pension age are already legislated,

starting with an increase to age 67 between 2026 and 2028.

Although such increases to the state pension age are a coherent government response in the face
of rising life expectancy at older ages, they can have a substantial effect on household finances.
In the current year (2022-23), a full new state pension is worth £185.15 a week." This is a
significant amount for many: state support (the most important source of which is the state
pension) makes up just over half of income for middle-income pensioners, and more than 80%

of income for the poorest fifth of pensioners (Department for Work and Pensions, 2022).

In response to a higher state pension age, some people might change their retirement and
financial plans. The full effect of a rise in the state pension age on household incomes will
depend on these responses and is therefore unclear a priori. In this report, we quantify the impact
of increasing the state pension age from 65 to 66 (which occurred between 2018 and 2020) on
household incomes, poverty and public finances, after — in particular — taking into account that
some will remain in paid work at age 65 as a result of the reform. Not only is this analysis
important for evaluating this previous increase in the state pension age, but it is also useful for

assessing the potential effects of future increases.

This is especially important now given the upcoming second independent review of the state

pension age, scheduled to be published by May 2023. The first review (known as the ‘Cridland

Some will receive a smaller amount as they have fewer than 35 qualifying years of National Insurance
contributions or credits; however, this will be a small minority. In addition, there is also a group of people who will
lose a larger amount from the changes in the state pension age as they accrued a larger entitlement to the state
pension system that operated prior to 2016 (the Basic State Pension and the State Earnings-Related Pension
Scheme (SERPS) or Second State Pension (S2P)); this will particularly be the case for those who spent several
years with high employment income but did not contract out of SERPS or S2P.

© The Institute for Fiscal Studies, June 2022



7 How did increasing the state pension age from 65 to 66 affect household incomes?

Review’; undertaken in 2017) concluded (among other things) that the increase in the state
pension age, legislated to take place between 2044 and 2046, should be brought forwards to
between 2037 and 2039, but that the second review should reconsider the timing of the increase

in the light of emerging evidence (Independent Review of the State Pension Age, 2017).

Changing employment plans is one key way in which people can respond to a higher state
pension age. Previous research at IFS showed that the increase in the state pension age from 65
to 66 led to many people staying in work longer: Cribb, Emmerson and O’Brien (2022) found
that the employment rate of 65-year-olds increased by around 8 percentage points in response to
the reform, with relatively similar effects for men and women. That research also identified
some groups who seemed to be more adversely affected by the increase in the state pension age,
such as the 5,000 additional 65-year-olds who were unemployed (rather than retired or

remaining in paid work) due to the reform.

However, employment responses are only part of the story when assessing the impact of state
pension age increases. In this report, we analyse the extent to which households’ incomes were
affected by the increase in the state pension age from 65 to 66, as well as which components of
household income changed and by how much. We build on the analysis of Cribb and Emmerson
(2019), who examined the effect of the earlier increase in the female state pension age from 60
to 63 on household living standards. They found that that increase in the female state pension
age led to a reduction in women’s household incomes by £32 per week (in 2015-16 prices) on
average — with the loss of state pension income being partially offset by an increase in earnings —

and an increase in the share of women in absolute income poverty by 6 percentage points.

There are several reasons why the increase in the state pension age from 65 to 66 might have
different effects from the earlier increase in the female state pension age analysed by Cribb and
Emmerson (2019). First, this is the first time that the effect of an increase in the male state
pension age on household income and poverty rates has been analysed in the UK. There are also
reasons to suspect that changes in the state pension age might have different effects as the state
pension age reaches older ages, and as other aspects of the tax and benefit system change over
time. For instance, 65-year-olds tend to have more health problems than 60-year-olds and so
may be less able to work and may be more reliant on the benefit system if not in paid work. In
addition, as we show, the gap between pensioner benefits and working-age benefits has
increased over the past decade, which could increase the importance of the state pension age for
less well-off households. All these changes mean that the effect of the earlier state pension age

increase for women might differ from the effect of the more recent state pension age increase.

The rest of this report proceeds as follows. We begin in Chapter 2 by briefly describing the data
set we use for our analysis, the Family Resources Survey, as well as our empirical methodology.

Then, in Chapter 3, we estimate the effect of the increase in the state pension age from 65 to 66

© The Institute for Fiscal Studies, June 2022
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on individual incomes, both in terms of the effect on the average level of income of 65-year-olds
and in terms of the sources of income that individuals have. In doing so, we shine a light on how
higher state pension ages interact with other aspects of the tax and benefit system and we

quantify the effect of the reform on the public finances.

In Chapter 4, we turn our focus to the impact of the recent increase in state pension age on
household incomes. We do this because household incomes are generally a better measure of
living standards than individual incomes, and because official income poverty rates are

measured by the fraction of people whose household income falls below a particular level.

Throughout Chapter 4, we consider how the effects of the higher state pension age vary by
income, sex and marital status. A delay in the ability to claim a state pension is likely to matter
more for poorer households than for richer households, but it is a priori unclear by how much.
Whether poorer households offset these losses to a greater extent than richer households is
therefore important when it comes to assessing the impact of the policy on income poverty.
Cribb, Emmerson and O’Brien (2022) find that individuals in more deprived neighbourhoods are
more likely to stay in work in response to this state pension age increase, potentially suggesting
that lower-income households might be more likely to offset losses in state pension income with
employment income. But it is still a minority of individuals in these areas that are found to
respond to the rise in the state pension age by working longer. Indeed, many poorer people will
not be able to respond through working longer, perhaps because they were already planning on
working past 65, or alternatively because they are unable to work due to health problems or
inequalities in labour market access (Trades Union Congress, 2022).

In addition, recent trends in inequality and marital status make analysing the differential effects
of the reform along these lines particularly important. Recent research from the Centre for
Ageing Better (2022) highlights that there are widening income and wealth inequalities among
people in their 50s and 60s, as well as an increase in the number of people of these ages living
alone. Estimating the impact of the reform separately by sex is also important as policies to
extend working lives can have substantially different effects on men and women (Foster, 2021).

Chapter 5 concludes this report.

© The Institute for Fiscal Studies, June 2022
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2. Data and methodology

We use data from the Family Resources Survey (FRS), a cross-sectional household survey
which contains around 20,000 households per year that is currently available up to the end of
March 2021 (Department for Work and Pensions, 2022). The FRS contains detailed information
on people’s incomes from different sources, as well as characteristics usually available in survey
data such as sex, age, education, housing tenure and household structure. It also contains month
and year of birth, and a flag for whether the individual is over or under state pension age at the
point they are interviewed. The FRS is used to create derived income variables that underpin the
government’s official income and poverty statistics (known as the ‘Households Below Average

Income’ statistics); we use these derived variables in this work.

Consistent with the Department for Work and Pensions (DWP), when looking at the effects of
the increase in the state pension age on absolute income poverty, we use the government’s
measure: having a household (net equivalised) income that is below 60% of the median in 2010-
11, after adjusting for inflation. When we equivalise incomes (to take account of household size
and structure), we use the OECD modified equivalence scale and express values as equivalent
levels of income for a couple with no dependent children. All cash figures are expressed in
2020-21 prices (adjusting for inflation using variants of the Consumer Prices Index, as DWP
does in its official poverty statistics).? To prevent households with extremely high (or low)
incomes driving our results, in each year of the data we exclude individuals who are in
households that have the lowest 1% and the highest 1% of household incomes.

We estimate the impact of increasing the state pension age on different measures of household
income. The fact that between late 2018 and late 2020, increasingly large numbers of 65-year-
olds were under, rather than over, the state pension age, and the fact that 66- and 67-year-olds
were always over the state pension age, mean that we can use a ‘difference-in-differences’

methodology to estimate the causal effect of the reform.

In other words, the challenge faced when estimating the causal impact of the reform is that while
65-year olds’ outcomes may change as the state pension age rises, we do not necessarily know
what would have happened to these outcomes if the reform had not been introduced. We

therefore need a ‘control group’ that did not experience the reform to help us estimate this

2 Specifically, when incomes are measured before housing costs are deducted we use a variant of the CPI that
includes mortgage interest rates for owner-occupiers, and when measuring incomes after housing costs are
deducted we use a variant of the CPI that excludes all housing costs (including rent).

© The Institute for Fiscal Studies, June 2022



10 How did increasing the state pension age from 65 to 66 affect household incomes?

counterfactual. In our case, this control group is made up of 66- and 67-year-olds — who were
always over the state pension age. Therefore, the causal impact of increasing the state pension
age is estimated by comparing how outcomes change among 65-year-olds (who were affected by
the reform) and how they change among 66- and 67-year-olds (who were not). The key
assumption that we must make in this analysis is that, in absence of the reform, the outcomes of

65-, 66- and 67-year-olds would have all evolved over time in the same way.

This is essentially the same way that Cribb, Emmerson and O’Brien (2022) estimated the impact
of increasing the state pension age from 65 to 66 on employment and other labour market
outcomes using data from the Labour Force Survey and the Annual Population Survey. It is also
essentially how Cribb and Emmerson (2019) estimated the impact of the increase in the female

state pension age from 60 to 63 on household incomes and poverty rates.

Specifically, in this report, we have estimated the following econometric model:
(D Yie = a(underSPA)y + v¢ + Xabalagei = al + Xy + &

where the outcome of interest (y;;, such as household income) for individual i, observed in time
period t, is allowed to vary by whether the individual is aged below or above the state pension
age (underSPA) plus a set of controls. The coefficient « is of key interest: it is the effect of
being under, rather than over, the state pension age on the outcome. As the increase in the state
pension age means that 65-year-olds are now under the state pension age, this is the same as the

effect of increasing the state pension age.

The key controls are time (measured in years and quarters, y;) and age (also measured in years
and quarters, Y., 6,[age;; = a]). We also control for a set of other characteristics that could
affect household incomes (contained in the equation in X;;): relationship status, education,
ethnicity, housing tenure, region, partner’s age, partner’s education and whether the partner is

under their own state pension age.

We use FRS data from two years before the 65 to 66 rise in the state pension age (2016 Q4) until
2021Q1 (the latest data, up to five months after the state pension age reached 66). The sample
includes 65-, 66- and 67-year-olds over this period. We estimate our econometric model using
Ordinary Least Squares and cluster standard errors at the year-and-month-of-birth level, as those

born in a particular month have the same state pension date.

In Table A.1 in the appendix, we show the sensitivity of the key results in this report to a variety
of different specifications: including a (linear) control for the year of birth; changing the amount
of pre-reform data that is included; and changing the calculation of standard errors. None of

these changes makes an important difference to our results.

© The Institute for Fiscal Studies, June 2022
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3. Effect of the reform on
individual incomes and
government finances

In this chapter, we examine how the increase in the state pension age from 65 to 66 affected
individuals’ incomes. As well as looking at how average levels of income changed in response
to the reform, we also analyse how different components of income were affected — for example,
how income from benefits, earnings from employment and occupational pensions have changed.
In addition, we calculate the overall impact of the reform on government finances. This
calculation takes into account the direct effect of not paying state pension income to 65-year-
olds together with the effects of changes in direct tax payments and other state benefits, due to

people’s responses to the reform.

To start with, we show graphically the direct impact of the reform on the state pension income of
65-year-olds. Figure 3.1 shows the percentages of people aged 65, 66 and 67 receiving state
pension income by age and year. In 2018, when nearly all 65-year-olds and all 66- and 67-year-
olds were above the state pension age, 93% of people aged 65 claimed the state pension and
therefore reported receiving state pension income. This proportion was fairly stable over time,
and slightly lower than the share of 66- and 67-year-olds reporting positive state pension income
(93% and 96% respectively), implying that a (very) small proportion of people delay claiming
their state pension by a year or two. However, the figure shows a stark drop in the share of 65-
year-olds receiving positive state pension income after 2018, with the proportion reaching 18%
in 2020. This is a direct result of the increase in the state pension age. Of course, once the state
pension age reached 66, on 6 October 2020, all 65-year-olds were too young to claim the state

pension, and so the share would be zero for 2021 and beyond.

Figure 3.2 shows average weekly state pension income by age and year for this same set of ages.
We can see that average weekly state pension income for individuals of these ages rose slightly
until 2018, from £120-130 in 2009 to £140 in 2018. This is a result of: increases in the real
value of the state pension due to the ‘triple lock’ introduced in 2010;* other reforms to the state

pension system in 2010 and 2016 that increased the generosity of the system for many reaching

3 The triple lock is a government commitment to increase the value of the state pension each tax year by the higher
of average wage growth, inflation or 2.5%.

© The Institute for Fiscal Studies, June 2022
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Figure 3.1. Percentage of individuals receiving state pension income, by age and year
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Note: State pension age started to rise above 65 in December 2018 and reached 66 in October 2020. The
percentage of 65-year-olds receiving state pension income would be zero from 2021 onwards.

Source: Family Resources Survey.

Figure 3.2. Mean individual state pension income (£ per week), by age and year
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Note: State pension age started to rise above 65 in December 2018 and reached 66 in October 2020. State
pension income would be zero for all 65-year-olds from 2021 onwards.

Source: Authors’ calculations using the Family Resources Survey.
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the state pension age after these dates; and increasing labour market participation over time,
particularly for women, which boosts state pension entitlements. The graph also shows the effect
of the increase in the state pension age, with the average state pension income of 65-year-olds
falling to just £29 per week in 2020 as fewer and fewer 65-year-olds were eligible to claim the

state pension.

Therefore, by making 65-year-olds ineligible to claim the state pension, the direct effect of the
reform was to make 65-year-olds worse off by around £140 per week on average. Since over

90% of 65-year-olds claimed the state pension before 2018, this direct cost would be borne by
the vast majority. However, many individuals can act to lessen the effect of this income hit by

remaining in paid work rather than retiring or by claiming other types of benefits, for example.

Figure 3.3 shows graphically how employment rates responded to the increase in the state
pension age to 66. Concentrating on the period before this increase, we can see that the
employment rates of 65-, 66- and 67-year-olds evolved fairly similarly, increasing gradually
between 2009 and 2018. The employment rate of 65-year-olds increased by 4 percentage points
from 19% in 2009 to 23% in 2018, while the employment rate of 66-year-olds increased by 5

percentage points from 16% to 21%.

Figure 3.3. Percentage of individuals receiving positive income from employment, by age
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Note: State pension age started to rise above 65 in December 2018 and reached 66 in October 2020.

Source: Authors’ calculations using the Family Resources Survey.

© The Institute for Fiscal Studies, June 2022
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However, between 2018 and 2020, while the state pension age was rising from 65 to 66, the
percentage of 65-year-olds receiving positive employment income rose starkly from 23% to
33%, while the percentage of 66- and 67-year-olds receiving positive employment income
stayed relatively flat. Assuming that 66- and 67-year-olds are a good comparison group, this
suggests that the increase in the state pension age led to more 65-year-olds staying in work — a
result that is consistent with other analysis of the effects of the increase in the state pension age
from 65 to 66 using data from the Labour Force Survey and the Annual Population Survey
(Cribb, Emmerson and O’Brien, 2022).

What about other sources of income? In Table 3.1, we present regression results showing the
estimated impact of the increase in the state pension age from 65 to 66 on whether or not
individuals report being in receipt of income from different sources, using the methodology set
out in Chapter 2.

Table 3.1. Effect of increasing the state pension age from 65 to 66 on probability of receipt of
different sources of individual income (percentage points)

Receives employment income +8.8%** [2.6] 21%
Receives any state benefits —69.3*** [3.7] 100%
Receives any stgte t.)enefits +3.9* [2.0] 21%
(excl. state pension income)

Receives occupational pension —-6.3** [2.5] 64%
Receives investment income —5.5%* [2.4] 50%
Receives employment or +15 2.2] 65%

occupational pension income

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 6,654 observations
in all models. Pre-reform means are estimated using data from 2014Q4 to 2018Q3.

Source: Authors’ calculations using the Family Resources Survey.

First, confirming the previous graphical evidence, we estimate that being under the state pension
age leads to an 8.8 percentage point increase in the probability of receiving employment income.
This result is very similar to the estimated impact found by Cribb, Emmerson and O’Brien
(2022), who estimated that the reform led to an increase in the employment rate of 65-year-olds

by around 8 percentage points.

Unsurprisingly, we estimate that being under the state pension age substantially reduces the

probability of receiving state benefits by 69 percentage points, which is driven by the fact that

© The Institute for Fiscal Studies, June 2022



15 How did increasing the state pension age from 65 to 66 affect household incomes?

everyone who previously claimed the state pension is no longer able to do so, but some people
will be able to claim other benefits. Indeed, there is actually a small increase in the probability (4
percentage points; significant at the 10% significance level) of claiming a benefit other than the

state pension.

Finally, the increase in the state pension age from 65 to 66 also led to a decrease in the
proportions of 65-year-olds receiving occupational pension income and investment income by
6.3 and 5.5 percentage points, respectively. The comparable figures in Cribb and Emmerson
(2019) for the increase in the female state pension age from 60 to 63 are just 3.2 and 1.5
percentage points, indicating that individuals were more likely to delay receipt of occupational
pensions in response to the state pension age increasing from 65 to 66 compared with the earlier
increase. The final line of the table shows that the share of 65-year-olds receiving either
employment or occupational pension income increased by only 1.5 percentage points, which is
not statistically significantly different from zero. This implies that the delay of occupational
pension receipt was driven by people who worked longer due to the increase in the state pension

age choosing also to delay receipt of their occupational pension.

Table 3.2. Effect of increasing the state pension age from 65 to 66 on different sources of
individual income (£ per week)

Gross earnings (incl. self-emp.) +46.80"* [13.60] 75.70
Gross occupational pensions -15.60" [8.50] 104.70
Gross investment income -1.30 [2.90] 25.10
Total gross private income +30.00** [13.60] 205.50
Benefit income (incl. state pension) —-129.80"** [4.40] 163.80
State pension income —141.70*** [2.80] 134.30
Benefit income (excl. state pension) +14.50*** [3.70] 26.30
Net income -107.70*** [10.50] 335.30
Net transfer from government -137.70*** [6.90] 129.80

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 6,654 observations
in all models. Pre-reform means are estimated using data from 2014Q4 to 2018Q3. Effects are rounded to
the nearest 10p. ‘Benefit income (excl. state pension)’ also excludes other pensioner benefits such as the
warm homes discount and the Christmas bonus paid to certain benefit recipients (including recipients of the
state pension).

Source: Authors’ calculations using the Family Resources Survey.
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16 How did increasing the state pension age from 65 to 66 affect household incomes?

We now turn to how the increase in the state pension age from 65 to 66 affected the average
level of individual income from different sources. The results are reported in Table 3.2.
Importantly, note that those who are not receiving any income from a particular source are

included in the analysis as receiving £0 per week from that source.

On average, being under the state pension age is found to increase individuals’ gross private
income by around £30 per week. This is driven by an increase in employment income of around
£47 per week, consistent with the increase in employment due to the increase in the state pension
age. This is almost exactly the same as the estimated increase in employment income found by
Cribb and Emmerson (2019) — an effect of £44 per week (in 2015—16 prices, which is just over
£47 per week in 2020-21 prices). Being under the state pension age is also associated with a

small decrease in occupational pension income by around £16 per week.

Despite the estimated increase in gross private income, the increase in the state pension age from
65 to 66 caused a decrease in net (i.e. post-tax, post-benefit) income of £108 per week. We do
find a statistically significant increase in the amount of other benefits received by individuals of
around £15 per week; however, neither this nor the increase in employment income is enough to

completely offset the fall in state pension income of £142 per week.

Of course, the £108 per week loss in net income is an average, and will not necessarily reflect
the actual loss experienced by the majority of people. Some people may actually be better off
financially due to the reform. Indeed, this will be true for most of the individuals who stay in
full-time work longer due to the reform, whose extra earnings should outweigh their lost state
pension income. However, over 90% of people do not change their employment decisions at age
65 due to the reform. Most of these people will have experienced a loss of net income of greater
than £108 per week.

In Tables A.2 and A.3 in the appendix, we examine how the effect of the increase in the state
pension age to 66 differs between men and women, and between single people and those in a
couple, respectively. Women have a slightly larger decrease in net income (£112 per week) than
do men (£100 per week). This is driven by a larger increase in gross private income for men than
for women, mainly coming from a larger increase in employment income for men (£60 per
week) than for women (£33 per week), reflecting higher average earnings for men. Offsetting
this, we find that benefits fall by less for women (£123 per week) than for men (£136 per week).
This is mainly driven by women experiencing a larger increase in non-state-pension benefits of

£19 per week, compared with £11 for men.

4 ‘Single people’ refers to people not living with a partner, i.e. those who have never married (and are not

cohabiting) or are divorced, separated or widowed.
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17 How did increasing the state pension age from 65 to 66 affect household incomes?

When comparing single people with those in a couple, we find a smaller reduction in the net
income of single people, at £96 per week, compared to a £113 per week reduction for individuals
in a couple. This is caused by the gross employment income of single people increasing by £61

per week, while the gross employment income of those in a couple increases by £39 per week.

We can also calculate the effect of the increase in the state pension age from 65 to 66 on
government finances. On the one hand, government finances will benefit from not having to pay
state pension income to 65-year-olds, saving around £5.1 billion per year. This is augmented by
higher tax revenues arising both from employee National Insurance contributions now being
levied on the earnings of 65-year-olds and from the increase in the number of 65-year-olds in
work. We estimate that the amount of tax on employment income (i.e. income tax and employee
National Insurance) paid by 65-year-olds increased by £0.4 billion per year due to the reform.
On the other hand, the reform led to an increase of £0.5 billion per year in other benefit
payments. Taking these together, and adding in other small effects on government finances, we
estimate that the reform benefited the exchequer by approximately £4.9 billion per year (about

¥4% of GDP or 5% of government spending on state pensions).

In summary, this chapter has quantified the changes in individual incomes that have been caused
by the increase in the state pension age from 65 to 66. We have shown that in response to falls in
state pension income for 65-year-olds, increased employment rates have increased average
incomes from employment, and that there have been increases in benefits (other than the state
pension) paid to 65-year-olds. Delays in claiming occupational pensions as a result of retiring
later push down average incomes slightly. However, the counterpart to falling incomes is the
considerable benefit to the exchequer as a result of the reform, by almost £5 billion per year (in
2020-21 prices).
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18 How did increasing the state pension age from 65 to 66 affect household incomes?

4. Effects on household
incomes and poverty

Household incomes are typically better measures of living standards than individual incomes, as
many people on low individual incomes live with someone with a higher income. In this chapter,
we consider how household incomes have been affected by the increase in the state pension age
from 65 to 66. We also show how the estimated impact on household income differs across the
income distribution. Households near the bottom of the income distribution are of particular
interest because they are more likely to be pushed into income poverty by the loss in state
pension income. Our estimates indicate that the reform led to a large increase in the share of
households in income poverty, particularly among certain groups. We then conclude this chapter

by examining the drivers behind the significant increase in income poverty that we find.

4.1 Effect on household incomes

We start by analysing how the increase in the state pension age affected average household
incomes. This may differ from the effect on individual incomes if partners’ employment
decisions, benefit eligibility or decisions to draw an occupational pension respond to the increase

in the state pension age.

The results are shown in Table 4.1. We estimate that the increase in the state pension age
reduced 65-year-olds’ (unequivalised) net household incomes by £83 per week on average. This
is lower than the reduction in household benefits of £120 per week due to an increase in private
income of £55 per week. If we adjust household incomes (using the OECD modified
equivalence scale) for the fact that couples do not need to have twice as much income to have
the same living standards as a single person, we estimate that the reform decreased average
equivalised household income by £101 per week before housing costs are deducted (BHC) and
by £110 per week after housing costs are deducted (AHC).

How was this decrease in average household income spread out across the income distribution?
This is an important question because a £100 decrease in income for a household with initial

weekly income of £300 will be felt much more keenly than a £100 decrease for a household with

initial weekly income of £1,000, for example.
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Table 4.1. Effect of increasing the state pension age from 65 to 66 on total household income
(£ per week)

Gross private income +55.40™ [26.90] 431.50
Benefit income (incl. state pension) —-120.40*** [6.80] 250.50
Net income —83.10*** [20.70] 606.90
Equivalised net income (BHC) —101.40"* [17.40] 619.00
Equivalised net income (AHC) -109.80*** [17.30] 590.40

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 6,654 observations
in all models. Pre-reform means are estimated using data from 2014Q4 to 2018Q3. Effects are rounded to
the nearest 10p.

Source: Authors’ calculations using the Family Resources Survey.

Figure 4.1. Distribution of household income among 65-year-olds, by whether they have
reached their state pension age or not
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Source: Authors’ calculations using the Family Resources Survey.
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Figure 4.1 shows the distribution of equivalised household income for 65-year-olds who are over
and under the state pension age between late 2016 and early 2021. Although differences between
the two groups are not necessarily causal (because they are slightly different ages and are
observed, on average, at slightly different times), this provides suggestive evidence of the
distributional effect of the increase in the state pension age. We can see that, if anything, the
reduction in household income is greater in absolute terms for households at the bottom of the

income distribution.

For the bottom fifth of the household income distribution, household incomes are around
£90-100 lower for people under the state pension age than for people above the state pension
age, but this gap drops to closer to £50 further up the distribution. This pattern could suggest that
those higher up the household income distribution are better able to offset the loss in household
income due to the reform. Losses as a proportion of household income would be even more

concentrated on lower-income households.

We can also get an idea of how the increase in the state pension age affected the poverty rate of
65-year-olds from Figure 4.1. Among 65-year-olds who are over the state pension age, around
12% had a household income below the absolute poverty line, £301 per week (in 2020-21
prices).” However, among 65-year-olds who are under the state pension age, we can see that
around 25% were in absolute poverty. This suggests an increase in the absolute poverty rate of

around 13 percentage points.

4.2 Effect on income poverty

In this section, we formally estimate the impact of the increase in the state pension age on the
absolute poverty rate, and how this differs for different groups of the population. We start by

examining absolute income poverty rates over time for men and women separately.

Figure 4.2 shows the share of older men in absolute poverty (measured after housing costs) over
time for three separate age groups. Two things are worth noting. First, the graph shows that the
poverty rates of 65-year-olds and of 66- and 67-year-olds were fairly steady at around 10% until
2018. However, after the state pension age started to rise above 65, the poverty rate among 65-
year-olds increased sharply, reaching 22% in 2020, which is similar to, but slightly higher than,
the poverty rate of 60- to 64-year-old men in this year. Second, we can see that the poverty rate
of 60- to 64-year-old men increased over the past ten years from 16% in 2009 to 19% in 2020. In

Section 4.3, we discuss why the poverty rate of people just under the state pension age might

5 The government’s absolute poverty line is calculated as 60% of median equivalised household income in 2010-11.
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Figure 4.2. Share of men in absolute poverty, by age and time
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Source: Authors’ calculations using the Family Resources Survey.

Figure 4.3. Share of women in absolute poverty, by age and time
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Table 4.2. Effect of increasing the state pension age from 65 to 66 on the probability of being
in absolute income poverty (percentage points)

In absolute poverty (BHC) +12.9" [2.2] 10.5%

In absolute poverty (AHC) +13.7 (2.0] 10.2%

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 6,654 observations
in all models. Pre-reform means are estimated using data from 2014Q4 to 2018Q3.

Source: Authors’ calculations using the Family Resources Survey.

have risen over the past decade. Figure 4.3 shows the percentages of 65-year-old and of 66- and
67-year-old women in poverty over time.® Between 2013 and 2018, we can see a fairly stable
fraction of 65-, 66- and 67-year-old women in poverty, at around 10%. Again, after the state
pension age rises above 65, the poverty rate of 65-year-old women increases sharply, reaching
21% in 2020.

Undertaking more formal econometric analysis, Table 4.2 shows the impact of being under the
state pension age on the probability of being in absolute poverty (measured both before and after

housing costs are deducted), estimated using the methodology described in Chapter 2.

The regression results indicate that the reform led to an increase in the absolute poverty rate of
65-year-olds by 12.9 percentage points (measured before housing costs) or 13.7 percentage
points (measured after housing costs) — very similar to the implicit effect on poverty shown in
Figures 4.2 and 4.3. These are large effects: since the absolute income poverty rate of 65-year-
olds under the state pension age between 2019 and 2021 reached 24% (measured after housing
costs), our estimate implies that the absolute poverty rate of 65-year-olds would have remained
at 10% in absence of the state pension age increase. In other words, increasing the state pension
age from 65 to 66 more than doubled the absolute poverty rate of 65-year-olds. In addition, our
results are larger than those found for the earlier increase in the female state pension age from 60
to 63: for that reform, Cribb and Emmerson (2019) found that being under the state pension age
led to a 6.4 (AHC) or 8.7 (BHC) percentage point increase in the absolute poverty rate.

6 We do not present the poverty rate of 60- to 64-year-old women on this graph because it is affected by the rise in
the state pension age from 2010 onwards.
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In Table 4.3, we examine how the estimated increase in income poverty varies across different
groups in the population. We find large differences for some groups, although relatively little
difference between the effects on men and women. Focusing on the ‘after housing costs’
measures (as they allow for the fact that many people will have near-zero housing costs as a
result of being owner-occupiers), 65-year-old men saw an increase of 13 percentage points in

poverty, compared with an increase of 14'2 percentage points for 65-year-old women.

Table 4.3. Effect of increasing the state pension age from 65 to 66 on the probability of being
in absolute poverty, by subgroup (percentage points)

In absolute poverty

(BHC)
Men +13.3%* [3.1] 10.4% 3,237
Women +12.7%** [3.0] 10.6% 3,417
Single +17.77 [5.1] 16.0% 1,829
Couple +11.9*** [2.4] 8.5% 4,825
Degree +9.2%** [3.1] 6.2% 1,665
Adlevel +9.2** [3.5] 9.7% 1,801
GCSE or below +19.17 [3.4] 12.7% 3,188
Own home +10.8™** [2.3] 11.0% 5,322
Rent home +19.9" [5.2] 8.6% 1,332

In absolute poverty

(AHC)
Men +13.17 [3.0] 10.6% 3,237
Women +14.5*** [2.6] 9.9% 3,417
Single +21.9*** [4.8] 16.3% 1,829
Couple +11.3"** [2.2] 8.0% 4,825
Degree +7.0** [2.9] 6.1% 1,665
A-level +11.4*** [3.4] 9.1% 1,801
GCSE or below +20.6™** [3.5] 12.4% 3,188
Own home +11.0** [2.0] 6.9% 5,322
Rent home +24.4* [5.4] 22.6% 1,332

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. Pre-reform means are
estimated using data from 2014Q4 to 2018Q3.

Source: Authors’ calculations using the Family Resources Survey.
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For some groups, the higher state pension age increased the income poverty rate by around 20
percentage points. We estimate an increase in absolute poverty (after housing costs) of 11
percentage points for those living in a couple, compared with 22 percentage points for single
people. This is despite the fact that we actually found a smaller reduction in individual net
income for single people than for people in a couple in Chapter 3. The absolute income poverty
rate of single people reached 38% for 65-year-olds under the state pension age between 2019
and 2021, so we estimate it would have stayed at 16% if the state pension age had remained at
65. There are two reasons why we see such a large increase for single people. The first is that
they are generally poorer to start with, so any reduction in their income is more likely to push
them into poverty. The second is that they generally have higher per-person equivalised housing
costs than people in a couple, which explains why the difference in the poverty increase is not

quite so large when measuring poverty before housing costs.

The increase in income poverty is also larger among people with less formal education than
among people with more formal education and among renters compared with homeowners. The
poverty rate (after housing costs) increased by 7 percentage points among 65-year-olds with a
degree, compared with almost 21 percentage points among 65-year-olds with GCSE (or
equivalent) qualifications or less. The income poverty rate of this latter group reached 35% for
65-year-olds under the state pension age between 2019 and 2021, so our estimate implies it
would have been 14% in absence of the reform. In addition, the reform increased the poverty
rate by 11 percentage points for homeowners and by 24 percentage points among renters. The
income poverty rate of renters reached 46% for 65-year-olds under the state pension age between
2019 and 2021, so our estimate implies it would have been 22% had the state pension age stayed
at 65. Much of this latter pattern is driven by the large difference in housing costs between the
two groups, making renters more likely to be in poverty (AHC) to start with: the increases in

poverty are more similar when measured before housing costs.

4.3 Drivers of the large increase in poverty

In this section, we attempt to examine more deeply the drivers of the substantial increase in
poverty we found in Section 4.2, including why the rise that results from the increase in the state
pension age from 65 to 66 is greater than that found for the earlier increase in the female state

pension age.

One reason why the impact of the state pension age on poverty might have increased over time is
that the gap in the generosity between working-age and pensioner benefits has widened over
time. For example, Figure 4.4 shows the maximum weekly amounts of pension credit (only
available to low-income households over the state pension age) and jobseeker’s allowance

(available to out-of-work individuals under the state pension age) that a single-person household
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could receive over time.” There has been a clear divergence in the generosity of these benefits,
especially during the early 2000s, but even between 2010 and 2020 pension credit went from
being worth 103% more than jobseeker’s allowance to 134% more. As well as being more
generous in cash terms, pension credit has less stringent eligibility requirements than jobseeker’s

allowance, as you do not need to look actively for work to claim it.

Figure 4.4. Pension credit and jobseeker’s allowance, 2022 prices, 1988-2022
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Note: Real levels in April of each year are shown. Entitlements shown for single adults. Note that other
forms of support are available to low-income people who are out of work above and below pension age,
such as housing benefit.

Source: DWP, Abstract of Statistics.

The value of the state pension has also risen over time. Figure 4.5 shows, among claimants who
are up to two years over the state pension age, mean state pension income by year, separately for
men and women. For men, we can discern a slight increase in average state pension income over
time, from £148 per week in 2010 to £163 in 2020 (a 10% increase). There is an even clearer
increase for women, whose state pension income was on average much lower than men’s in
2010, at £118 per week, but had almost caught up by 2020, reaching £157 per week (a 34%
increase). There are two reasons for these trends: first, women reaching their state pension age

more recently on average had more qualifying years than women reaching their state pension age

Universal credit (UC) started to be rolled out in 2013, bringing together a range of working-age benefits into a
single payment. As of June 2022, those on legacy benefits will have to move over to UC by 2024. The rate of
jobseeker’s allowance is the same as the rate of universal credit for a single person in good health with no children
and no housing costs (though it did temporarily differ from this rate when there was the temporary £20 per week
uplift in UC during the COVID-19 pandemic).
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in 2010, due to increases in labour market participation for more recently born cohorts of
women; and second, reforms to the state pension system over the past ten years have tended to
increase its real value and especially so for those reaching the state pension age with incomplete

working histories.®

Figure 4.5. Mean state pension income among individuals who are over the state pension
age by less than two years, conditional on claiming, for men and women
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Source: Authors’ calculations using the Family Resources Survey.

Figures 4.4 and 4.5 demonstrate that the amount of state support available to people above the
state pension age has increased over time, while the value of working-age benefits is at a lower
level and has not increased over time. Reaching the state pension age today therefore implies a
larger increase in people’s incomes than in the past as they are eligible for greater state benefits,
which is one reason why we find a larger impact of the increase in the state pension age on

household income and poverty than found for earlier increases in the female state pension age.

In addition to this, state benefits are more important for people’s household incomes at slightly
older ages (i.e. at age 65 compared with at age 60). This is because fewer people are in paid

work, or have a partner in paid work, at older ages than at younger ages, as illustrated in Figure

For example, the Pension Act 2007 reduced the number of qualifying years needed for a full basic state pension for
people reaching state pension age on or after 6 April 2010. Also, the introduction of the new state pension in 2016
further increased the value of the state pension for most people, and transitional guarantees meant that no one lost
out compared with the original system initially. The introduction of the ‘triple lock’ in 2010 also increased the real
value of the state pension during this period.
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4.6. While at age 60 about 60% of people are in paid work and over 40% have a partner in
employment, by age 65 these proportions have both fallen to below 30%. While more 65-year-
olds than 60-year-olds will claim a significant occupational pension, this does not make up for
the large decrease in employment income received by people between the ages of 60 and 65.
This means that 65-year-olds are considerably more reliant on state benefits, including the state
pension, than are 60-year-olds, and so increasing the state pension age is likely to increase
poverty more for 65-year-olds than for 60-year-olds simply because more people at that age will

have been reliant on the state pension for the vast majority of their income.

Figure 4.6. Percentage of individuals in paid work or with a partner in paid work, by age

80
——In paid work

70
* ——Partner in paid work
w© 60
3 ——Someone in paid work
Z 50
£
S 40
()
g
= 30
[0
o
[} 20
o

10

0
60 61 62 63 64 65 66 67

Age

Note: Sample period is 2015Q1 to 2021Q1.

Source: Authors’ calculations using the Family Resources Survey.

Table 4.4 demonstrates how important work status is for understanding the effect of a higher
state pension age on poverty. It shows how being under the state pension age is associated with
the probability of being in absolute income poverty (AHC) and being in or out of paid work. The
first two rows show that, of the 13.7 percentage point increase in the absolute poverty rate found
in Table 4.2, 10.3 percentage points come from an increase in the share of individuals who are in
poverty and not in paid work. Therefore, the majority of the increase in the poverty rate that we
find is down to people who are not in work, and who may well be reliant on the less-generous

state benefits available to working-age people compared with pensioners.
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Table 4.4. Effect of increasing the state pension age from 65 to 66 on the probability of being
in absolute poverty (AHC) and in work (percentage points)

All
In poverty +13.7* [2.0] 10.2%
In poverty and in paid work +3.5™ [0.9] 1.1%
In poverty and not in paid work +10.3"* [2.1] 9.2%
Single
In poverty +21.9*** [4.8] 16.3%
In poverty and in paid work +5.5" [2.3] 1.3%
In poverty and not in paid work +16.4™* [5.4] 15.0%
Couple
In poverty +11.3*** [2.2] 8.0%
In poverty and in paid work +2.9"* [0.9] 1.0%
In poverty and not in paid work +8.4*** [2.0] 7.0%

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 6,654, 1,829 and
4,825 observations in models including everyone, single people and people in a couple, respectively. Pre-
reform means are estimated using data from 2014Q4 to 2018Q3.

Source: Authors’ calculations using the Family Resources Survey.

Nevertheless, there is also a 3.5 percentage point increase in the share of 65-year-olds who are
both in absolute poverty and in paid work. While this makes up only the minority of the poverty
increase, this is a relatively large increase given that only 1.1% of 65-year-olds prior to the
reforms were both in paid work and in poverty. This highlights how it is very rare for people
over the state pension age to be in paid work and in poverty, given that they have multiple
sources of income (and are much less likely than working-age households to have many children
in the household), but this is not so uncommon for people who can only rely on working-age
benefits. The patterns are similar when separating the analysis by single people and people in a
couple — the vast majority of the increase in poverty among 65-year-olds comes in out-of-work

poverty — though there are much larger magnitudes in these effects for single people.
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5. Conclusion

Since 2010 there have been large increases in the state pension age for women, but the increase
in the state pension age from 65 to 66 was the first increase for men and women together. They
are not the last increases on the horizon, with the state pension age already set to increase to 67
between 2026 and 2028 and the second independent review of the state pension age considering
when the increase to 68 should happen (it is currently legislated to start in 2044, with the first
independent review of the state pension age proposing that it be brought forwards by seven
years). While increases in state pension ages are a coherent government response to increases in
life expectancy at older ages, it is also important to understand how an increase in the state

pension age impacts the finances of different households.

We find that while around 9% of 65-year-olds have delayed their retirement as a result of the
increase in the state pension age to 66, this only boosts average incomes of 65-year-olds (i.e.
measured across all 65-year-olds, including those who have not changed their retirement
decision) by £47 per week, compared with an average fall in state pension income of £142 per
week. The fact that some people who delay their exit from the labour force also delay drawing
their occupational pension also pushes down average incomes. Overall, individual net incomes
of 65-year-olds fell by £108 per week as a result of the reform. There are similar-sized falls in

net household incomes (i.e. once you include everyone in the household).

The fall in benefit payments (principally the state pension) and rise in direct tax revenues driven
by the higher state pension age benefited the exchequer to a substantial degree. We estimate the
reform benefited the public finances by £4.9 billion per year, equivalent to around 5% of public

spending on state pensions or %% of national income.

But the reductions in household incomes mean that a considerably higher fraction of 65-year-
olds are in absolute income poverty, rising by 14 percentage points. For some groups — people
living alone; those with low education; renters — poverty rates rose by more than 20 percentage
points. Most of the increase comes for those not in paid work, though there were also small but

significant increases in the fraction of 65-year-olds in in-work poverty too.

The rises in poverty are bigger than those estimated to have occurred due to previous reforms. In
particular, Cribb and Emmerson (2019) found a 6 percentage point increase in the same measure
of income poverty as a result of the increase in the state pension age for women from 60 to 63
that occurred between 2010 and 2016.
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The larger rise in poverty is due to the increasing gap in state support between pensioners and
working-age people. That arises partly because of considerably higher state pension incomes for
new recipients (particularly for women) in recent years, but also because of the increasingly
large gap between the generosity of financial state support for those above and below the state
pension age. It is also due to the fact that 65-year-olds are less likely to be in employment than
60-year-olds, meaning they are particularly likely to have been dependent on the state pension

for income.

These trends seem likely to continue. Although there has been a pause in the ‘triple lock” for
2022-23, the restoration of that rule in 2023—24 will continue to push up the value of the state
pension compared with either prices or earnings. Means-tested pensioner benefits are likely to
continue to rise relative to working-age benefits. This implies larger gaps in support at the state
pension age and so poverty rates would be even more determined by which side of the state
pension age people are. And as the state pension age rises to 67 in the mid-to-late 2020s, it
means that 66-year-olds, who have even lower rates of employment than 65-year-olds (and so
the state pension is even more important for them) will be under state pension age. If anything, it
therefore seems likely the effect of increasing the state pension age on income poverty rates is

likely to grow, rather than shrink, over time.
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Appendix

Table A.1. Robustness checks

Receives +8.8*** +8.8*** +8.0*** +8.9*** +8.7***
employment income
[2.6] [2.6] [2.6] [2.5] [2.8]
Gross earnings (inc|_ +46.80*** +46.80*** +41.40*** +48.00*** +41.10***
self-emp.)
[13.60] [14.20] [13.50] [13.10] [15.20]
Benefit income ~129.80*** ~129.80%** ~131.70"* | —131.70** | —127.10***
(incl. state pension)
[4.40] [4.40] [4.40] [4.20] [4.90]
Zeplivellseslne ~109.80*** ~109.80*** ~114.40"* | —108.70** | —119.20**
household income
(AHC)
[17.30] [18.70] [16.70] [16.70] [18.80]
In absolute poverty +13.7*** +13.7*** +14 .5%** +13.1%** +13.5%**
(AHC)
[2.0] [2.1] [1.9] [1.8] [2.1]
Observations 6, 654 6, 654 6, 654 8, 302 4, 989

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. The numbers in square brackets are robust standard errors clustered at the month-of-birth
level, except in column (2) where they are clustered at the household level. Column (1) is estimated using
the methodology outlined in Chapter 2; the other columns show the estimated results under different
changes to this specification. Column (2) clusters standard errors at the household level, rather than the
month-of-birth level. Column (3) includes a linear control for financial year of birth. Columns (4) and (5)
extend and shorten the sample period, respectively. Effects on cash amounts are rounded to the nearest
10p.

Source: Authors’ calculations using the Family Resources Survey.
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Table A.2. Effect of the reform on different sources of individual income, by sex (£ per week)

Men
Gross earnings (incl. self-emp.) +60.20* [25.10] 106.90
Gross occupational pensions —5.60 (14.10] 136.70
Gross investment income -5.50 [4.60] 31.20
Total gross private income +49.10** [23.90] 274.80
Benefit income (incl. state pension) —136.30"* [5.80] 169.80
State pension income —144.20*** [3.70] 138.90
Benefit income (excl. state pension) +10.80* [4.70] 27.60
Net income —-100.20*** [18.10] 398.10
Net transfer from government —149.30"** [9.90] 123.30
Women
Gross earnings (incl. self-emp.) +33.40" [11.60] 46.30
Gross occupational pensions -20.10" [10.80] 74.50
Gross investment income +1.30 [3.30] 19.30
Total gross private income +14.60 [15.90] 140.20
Benefit income (incl. state pension) —122.80™* [7.00] 158.20
State pension income -139.00*** [3.30] 130.00
Benefit income (excl. state pension) +18.70™* [6.40] 25.20
Net income —-112.10*** [12.70] 276.20
Net transfer from government —-126.70"** [8.90] 136.00

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 3,237 observations
in all models for men and 3,417 observations in all models for women. Pre-reform means are estimated
using data from 2014Q4 to 2018Q3. Effects are rounded to the nearest 10p. ‘Benefit income (excl. state
pension) also excludes other pensioner benefits such as the warm homes discount and the Christmas
bonus paid to certain benefit recipients (including recipients of the state pension).

Source: Authors’ calculations using the Family Resources Survey.
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Table A.3. Effect of the reform on different sources of individual income, by partner status
(£ per week)

Single
Gross earnings (incl. self-emp.) +60.60*** [21.70] 63.50
Gross occupational pensions -21.00* [12.10] 91.50
Gross investment income —4.00 [3.70] 20.10
Total gross private income +35.60 [22.80] 175.10
Benefit income (incl. state pension) —122.30** [10.60] 196.80
State pension income -146.10*** [4.80] 138.80
Benefit income (excl. state pension) +26.80*"* [8.80] 53.70
Net income -96.30*** [14.60] 342.50
Net transfer from government —-132.00"** [15.00] 167.50
In a couple
Gross earnings (incl. self-emp.) +38.80"" [16.50] 80.30
Gross occupational pensions -11.60 [11.20] 109.60
Gross investment income —-0.50 [3.80] 26.90
Total gross private income +26.80 [16.40] 216.80
Benefit income (incl. state pension) —132.60"* [4.30] 151.50
State pension income —-139.90*** [2.90] 132.60
Benefit income (excl. state pension) +9.80™* [3.30] 16.10
Net income —-112.90*** [13.00] 332.70
Net transfer from government —139.60"** [6.50] 115.80

Note: ***, ** and * denote the effect is significantly different from zero at the 1%, 5% and 10% level,
respectively. Robust standard errors are clustered at the month-of-birth level. There are 1,829 observations
in all models for singles and 4,825 observations in all models for couples. Pre-reform means are estimated
using data from 2014Q4 to 2018Q3. Effects are rounded to the nearest 10p. ‘Benefit income (excl. state
pension) also excludes other pensioner benefits such as the warm homes discount and the Christmas
bonus paid to certain benefit recipients (including recipients of the state pension).

Source: Authors’ calculations using the Family Resources Survey.
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