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From cradle to Nest
Malcolm Deering, Pensions Archive Trust, looks 
back over the tumultuous years to 1972 when 
Pensions World was launched. Can governments 
and the pensions industry learn from history?

Upon the fortieth anniversary 
of the entry of Pensions World 
into the “world of pensions”, it 

seems appropriate to look back at UK 
pensions in October 1972 and at some of 
the subsequent changes and “interesting 
events” that have occurred.

By 1972, the various previous tax 
regimes, governing occupational pension 
provision, had been replaced by Finance 
Act 1970. The requirements were fairly 
simple. The governing practice notes 
consisted of approximately 72 pages 
in the pre-metric equivalent of an A5 
booklet. However, it was not until 
1973 that people leaving service before 
retirement had a statutory right to a 
deferred pension. 

The “practice notes” became longer, 
as the governing requirements became 
increasingly complex, and separate 
technical memoranda were regularly 
issued. The requirements became 
substantially more complicated in 
1978, when – as described below – the 
basis of state pension provision was 
extended. Two other dates of significant 
complication were 1997 and 1999, when 
different supplementary regimes were 
introduced. With effect from 2006, a new 
“simplifying” regime was introduced 
that would replace the various existing 

legislation received royal assent. However, 
there was a further general election in 
1973 and in came a Labour government.

The new government cancelled the 
state reserve scheme and, with effect 
from 6 April 1978, established the 
Barbara Castle state earnings related 
pension scheme (SERPS), which was 
defined benefits with a facility for 
members of DB occupational pension 
schemes to be contracted out of part of 
SERPS. The life of the state graduated 
scheme was not extended to 1978, 
although the full rate of national 
insurance contributions remained 
payable. With effect from 1988, the 
contracting out facility was extended 
to employers with DC schemes. The 
basis of the SERPS benefits was reduced 
over subsequent years. With effect from 
2002, SERPS was superseded by the 
state second pension scheme. This is to 
be changed, for subsequent pensioners, 
to become a flat rate pension, but 
contributions paid before the change are 
to be honoured.

The creation of SERPS from 1978 
and the contracting out facility helped 
stimulate interest in the creation of 
occupational pension provision. Another 
influence was the hyperinflation in the 
seventies and statutory caps on salary 
increases. Trade unions and others 
realised that increases, which could not 
be applied to salary increases, could be 
applied to pension benefits.

Mis-selling
In 1972, the only form of formal pension 
saving for the self-employed and for 
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regimes governing occupational and 
other pension provision. However, 
various protections of the rights of 
individuals under the existing regimes 
seemed to complicate matters even more.

Political football
In 1972, the state pension consisted 
of the basic state pension and a small 
additional pension under the state 
graduated scheme. However, the end 
of the sixties and the first half of the 
seventies was an “interesting” time. 
There were general elections, changes 
within the party in government and 
three proposals for a new second tier 
state pension. The state pension scheme 
“political football match” started at 
the end of the sixties with the Labour 
government Crossman scheme. This was 
to be a defined benefit (DB) earnings 
related scheme. However, although 
a Bill was produced, the idea died in 
1970, with a general election and a 
Conservative government.

By October 1972, the Conservative 
Keith Joseph state reserve scheme – a 
defined contribution (DC) scheme – was 
being planned with a view to it coming 
into force from April 1975, when further 
benefits under the state graduated scheme 
would cease to accrue. The primary 
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people not included in an occupational 
pension scheme was through provisions 
introduced under Finance Act 1956. 
From 1987/88, the regime was 
superseded by personal pensions, which 
included a facility for individuals to be 
contracted out of SERPS. This coincided 
with the removal of the ability of 
employers to force employees to join an 
occupational pension scheme. 

A significant number of employees 
– sadly in some cases as a result of 
advice by members of the pensions 
industry – chose not to join or to leave an 
occupational pension scheme (with the 
advantage of employer contributions) 
and instead to effect a personal pension 
scheme with only the contracting out 
abatement or some minimal personal 
contribution being paid to the personal 
pension. This “mis-selling scandal” led to 
the requirement for the pensions industry 
to investigate all their personal pension 
business and to compensate individuals 
for the loss in benefit where it could not 
be shown that appropriate advice was 
given.

Equalisation
The Sex Discrimination Act 1986 
imposed the right to common normal 
retirement ages, but the right applied 
under contract of employment and did 
not directly apply to pension schemes.

With effect from April 1988, the 
Financial Services Act (1986) legislation 
came into effect. Its main objectives 
were to regulate investment business, 
providing investors with greater 
protection, and to promote competition 

in the savings industry. 
Various regulatory 
bodies were created and 
combined and replaced. 
The responsibility now falls 
under the Financial Services 
Authority.

On 17 May 1990, the 
European Court of Justice 
(ECJ) handed down a judgment, in 
the Barber v Guardian Royal Exchange 
case, that pensions and redundancy 
payments were subject to Article 119. 
This meant that gender discrimination, 
including different normal pension dates, 
in occupational pension schemes was 
illegal. Subsequent cases were brought 
before the ECJ to clarify aspects of the 
original judgment. However, no agreed 
basis could be achieved as to how to 
apply the equalisation of contracted out 
benefits. The government has introduced 
a basis of guaranteed minimum pension 
equalisation, but there remain doubts 
as to the correctness of the government 
basis.

The ECJ judgments did not require 
equal state pension ages for men and 
women. However, the decision was 
subsequently made to gradually increase 
women’s state pension age to that of men. 
This equalisation timetable became more 
complicated, as a result of the subsequent 
decision to increase the state pension age 
for everybody.

Maxwell
At the beginning of the nineties, we 
had the Maxwell scandal. Robert 
Maxwell used about £460m from the 

funds of his companies’ 
pension schemes. As 
a result, members lost 
substantial parts of their 
pensions. Professor Goode 
was appointed to lead a 
committee to examine 
issues surrounding 
occupational pension 

schemes. The Goode Committee 
reported in September 1993. The 
review led to the Pensions Act 
1995, establishing new protective 
requirements and the establishment of 
the Occupational Pensions Regulatory 
Authority (OPRA) – a statutory body 
that mainly responded to problems 
that had occurred. OPRA was replaced 
in 2004 by the Pensions Regulator, 
which had far greater powers and was 
“proactive”. The Act also established a 
limited compensation scheme and, in 
2004, the Pension Protection Fund was 
established.

In 1999, the minimum income 
guarantee was introduced for the poorest 
pensioners and from 2003 this was 
superseded by Pensions Credit. It appears 
that, under the planned switch of the 
second tier pension to flat rate, the state 
pension would exceed the maximum 
level generating Pensions Credit.

Many individuals, who paid additional 
voluntary pension contributions, paid 
them to the Equitable Life Assurance 
Society with profit linked investment. 
In 2000, because of its long term 
failure to address its liability from its 
high historical guaranteed annuity 
rates, Equitable Life closed for further 
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contributions. As a result of that liability, 
people investing in the with profit linked 
contract lost a significant part of their 
accrued investment.

In 2001, a new form of pension 
provision – stakeholder pension 
arrangements (SPAs) – was introduced. 
With limited exceptions, all employers 
were required to establish an SPA and 
to allow any employee to join and pay 
contributions thereunder. There was 
no requirement for an employer to 
contribute. The vast majority of employers 
found that no employees joined.

Decline of DB
During the latter part of the last 40 
years, there have been numerous 
reports, including the aforementioned 
Goode Report, and various consultation 
documents. In 2002 Alan Pickering 
published A Simpler Way to Better 
Pensions and in 2004 a paper – Towards 

a Lifetime of Saving – was produced for 
the Policy Unit (Conservative Research 
& Development), identifying a possible 
format for general long term savings, 
with government matched contributions 
and early access provisions. Nothing 
came of this. But in 2005 came the 
milestone report from the Pensions 
Commission headed by Adair (now 
Lord) Turner which led to the current 
pension reforms.

DB occupational pension schemes, 
in the private sector, have largely 
disappeared. Many remaining schemes 
are closed to new members or to future 
accrual of benefits. In the eighties, 
schemes might be wound up with a 
surplus, after all the benefits had been 
secured. Nowadays, there tends to be 
a significant deficit against the cost of 
the immediate winding up liabilities. 
One reason is that, in the eighties, the 
government introduced restrictions 
as to the maximum permitted level of 
funding. Subsequently, Gordon Brown 
removed advance corporation tax relief. 
Arguably, another effect was the failure 

of actuarial valuations to properly 
project the immediate and future 
liabilities (including the predictable 
increases in longevity) and assets.

In 2008, the government introduced 
a drawdown option at retirement that 
permits an individual to convert a 
pension pot into a guaranteed income, 
without requiring an annuity policy 
and enabling some flexibility in the 
drawdown level. In April 2011, the 
government suspended the requirement 
to secure an annuity by age 75.

A subject that has been a matter of 
debate has been the idea of trustees of 
DB schemes offering enhanced transfer 
values to members, with a view to 
reducing a scheme’s liability. While a 
voluntary code was published earlier this 
year, some people might consider that it 
needed pensions minister Steve Webb to 
tell the pensions industry to put its house 
in order or face legislation.

Coming up to date, from July 2012, 
employers cannot say anything to job 
applicants that implies that their success 
depends on whether or not they opt 
out of a pension scheme and employers 
are not able to offer inducements to 
employees to opt out. Also, we are now 
starting the National Employment 
Savings Trust (NEST) auto-enrolment 
timetable. 

History lesson
I transferred to the pensions industry 
three years before the entry of Pensions 
World. Even so, looking back over 40 
years, I was surprised at the number 
of changes and “interesting events”. It 
has been necessary to be selective, in 
identifying changes and events, and to 
simplify some of the detail.

Pension changes appear to have 
occurred with increasing frequency 
since 1972. Some changes have been 
further changed or reversed. Pensions 
have become far more “interesting” 
(more complicated?). Some government 
changes appear to have been 

unsuccessful or damaging. One could 
speculate as to what the current position 
might be, if the changes had been 
different. What if the Keith Joseph state 
scheme had come into force rather than 
SERPS? 

The pensions industry – individuals 
and as a whole – has been guilty of 
faults and/or of reluctance to address 
matters. Perhaps governments and the 
pensions industry need to appreciate 
that a greater understanding of pension 
history might result in a reduced chance 
of committing the same mistakes as in 
the past.

The thing about history is that it is 
continuous. Today will be tomorrow’s 
history. How successful will the uptake, 
under auto-enrolment, be and how 
successful will attempts be to develop 
saving for retirement at an adequate 
level? Can the increase of formal pension 
saving be significantly developed, 

without action by the government 
in providing financial incentives to 
encourage saving outside of the formal 
pension system over the medium term 
and long term and without incentives 
to switch the former to the latter? How 
well will governments and the pensions 
industry learn from the past? 

A review in the October 2022 issue 
of Pensions World of the period from 
now until then should make interesting 
reading!
Malcolm Deering, The Pensions Archive 

Trust; malcolm.deering@btinternet.

com

A greater understanding of pension history from governments 
and the pensions industry might result in a reduced chance of 
committing the same mistakes as in the past.
Malcolm Deering

Malcolm Deering is a supporter 
of the Pensions Archive Trust, which 
is dedicated to identifying and 
conserving the history of UK pensions 
for research and for the education of 
members of the pensions industry 
and of the public and to increase 
the opportunity for future decision 
makers to learn from mistakes made 
over the last 40 – and more – years. 
Please do visit www.pensionsarchive.
org


