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What a contrast. There is almost no media repodfrigension Credit.
The benefit has been an outstanding success. Gotiied record with
what has been happening on working and child tedits. Here, in

contrast, chaos reigns.

Pension Credit has a lot going for it. It is berng by the DWP whose
whole existence is about paying out money. In @sttthe working and
child tax credits are run from the Treasury whehwe all know,

specialises in trying to take money from us, ngiaying it back.

But locating the benefit in the right departmemrat account entirely
for Pension Credit’s success, for success it isost 3.3 million
pensioners are claiming and the average weeklydaisan excess of
£40.

Previous governments have tried to tackle pensipoeerty by re-
badging the benefit. What was once called natiassistance, was then
rechristened supplementary benefit, which in tigodme income
support, in a succession of attempts to make thenmtested benefit
more attractive. A previous Labour government iditrced
supplementary pensions in an attempt to distingwiséit was being
offered to pensioners (as deserving) as oppostubse below retirement

age (less deserving).



The campaign was not that successful and it ledyrpanple to conclude
— myself included - that the very large numbersillimg to claim fatally

flawed a mass means-test approach to welfare.

But that doesn’t look to be the case this time. Gogernment claims

that the percentage of eligible pensioners nowrstag Pension Credit is
in the region of 80 percent. A staggering 176,600mn pensioners aged
90 years or over claim and the success recordtigroperly reflected in

this figure.

| believe the official take-up figures overestimtite numbers eligible.
Many pensioners simply won't fill in the FES forfingm which the
estimates are based) when it comes to capital. Ybgthave saved is, in

their opinion, nobody else’s business.

The Chancellor can be proud of his record of delngvery sizeable
additional income to the poorest pensioners. Nerothancellor now has
a record to compare with this aspect of Gordon Brewtewardship. But

as usual there is more than one sting in the tail.

Because Pension Credit is so generous it has rhadpassible for large
numbers of workers on modest to low incomes toldde @ save enough
to lift themselves above means-tested assistan@titament. Most of
this group, if the savings figures are to be be&k\have ceased saving
since the message went out that they would berlmttaot bothering

and relying on Pension Credit when they retire.

A recent parliamentary answer delivered the sestind. When asked to

project the cost of Pension Credit into the futirdh no change in



eligibility rules the DWP admitted that by 2050-&4penditure would be
£39 billion. The figures are in today’s money sattis equivalent to a 13

pence increase on the standard rate of tax.

No government will allow for a bill to rise likeig So Pension Credit

will be reformed at some point in the future — tuestion is how.

One option is to delink raising the Pension Cradiine with earnings.
This, however, would result in a whole host of deapho are currently
being advised not to save finding themselves iit@égor the help which
they are expecting to gain when they retire. Mdshis group will never
be able to make up the personal savings gap tdwdhianges in Pension

Credit rules will give rise.

There is another way of clawing back what will Imei@supportable
Pension Credit cost. That is to put a shelf lifef@msion Credit by

introducing a major pension reform.

To decide on that reform is urgent but, becaudeeoision Credit's
success, the reform can now be introduced ovemgidb period of time.
Every previous pension reform has been stymiedusscgovernments
have tried to meet two objectives at once. The fies been to help
poorer pensioners now while at the same time inicody major
structural pension reforms. In every reform thehelcurrent poor

pensioners stymied the chance of a stable long-tefonm.

Because of Pension Credit’s success these twosis$sawe been
decoupled. The long-term pension reform can nowdwoéded on without

the cry of what does this do for today’s poor pensrs. That is not to say



that long-term reform is not urgent. It is ratheattonce the reform is
decided upon, and the period of phasing-in is afjrieesvill become

apparent what the shelf-life is of Pension Credit.

As the long-term reform builds up over time it wdkliver a steadily
more generous pension. As that pension comes esnstiewer people
will be eligible for Pension Credit. The Pensioredit bill will fall as will

the number of poor pensioners.
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