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EXECUTIVE SUMMARY 
The international movement of workers presents unique challenges. 

One in five workers in the UK comes from overseas1. 

There are over one million recipients of state pension living outside the United Kingdom2. 

The skills shortages in the United Kingdom are identical to those experienced in other English-speaking 
countries meaning the United Kingdom must compete for the same skill pool. 

The United Kingdom has a world-leading network of double tax agreements that facilitate international 
movement of workers but has few reciprocal social security agreements. 

The Commission is urged not to overlook this important cohort of workers. Mid-career international movements by 
workers bring much-needed skills and experience to the destination country but can also benefit the country of origin 
e. g. AUKUS. The United Kingdom should not be the outlier when it comes to protecting the rights of its workers. 

The National Insurance Fund will be exhausted by 20503. 

The triple lock is an unsustainable luxury. 

The combination of low fertility and increased longevity is pushing the burden of paying future state pensions 
onto a shrinking workforce. 

Australia and New Zealand are transitioning from pay-as-you-go to funded age pension schemes. Canada is 
already there with the Canada Pension Plan and Québec Pension Plan. 

National Insurance contributions vary according to the worker’s employment status, location of employment, 
age and the amount of remuneration. 

National Insurance contributions provide healthcare, welfare benefits and an old age pension. This is out of 
line with practice elsewhere in the world and obscures the purpose of National Insurance contributions. 

The case for transitioning to a fully funded state pension scheme is, in our opinion, overwhelming. 

We believe that since contributions buy the same benefits, they should be applied at the same rate and based on the 
same income. 

We believe separating National Insurance contributions into two discrete contributions, one for NHS cover and one 
for a state pension will improve transparency and raise public acceptance when increases in contribution rates are 
inevitably necessary. 

Fairness comes in many forms 

Equal coverage between men and women delivers gender fairness. 

Intergenerational fairness does not burden tomorrow’s workers with the cost of today’s pension obligations. 

Discrimination without a rational basis is fundamentally unfair. There is irrational discrimination in the way 
state pensions are uprated that has no rational basis. 

Decumulation must be available to all on a basis that does not incentivise imprudent behaviour. 

Proactive engagement with savers, pensioners and their representatives will ensure no one is overlooked. 

The current state pension scheme has inconsistencies that challenge its claim to fairness. Some can be changed 
immediately; others will take a generation to fix. 

EARLY ACTIONS TO HEAD OFF BAD OUTCOMES ARE FAR LESS COSTLY THAN LATE 
ACTION4 

  

 
1 Source: https://migrationobservatory.ox.ac.uk/resources/briefings/migrants-in-the-uk-labour-market-an-overview/ 
2 Source: Stat-Xplore 
3 Source: Government Actuary’s Quinquennial Review of the National Insurance Fund as at April 2020. 
4 Source: paragraph 1.5 of OBR Fiscal Risks and Sustainability July 2026 

https://migrationobservatory.ox.ac.uk/resources/briefings/migrants-in-the-uk-labour-market-an-overview/
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Acknowledgement of Country 

We acknowledge the traditional custodians of the land on which this document has been prepared, the 
Terramerragal people of the Guringai Nation.  

Second Pensions Commission Terms of Reference 

The Pensions Commission is tasked with considering the long-term future of the British pensions system, 
including: 

• outcomes and risks for future cohorts of pensioners on current trajectories through to 2050 and 
beyond 

• how to improve retirement outcomes, especially for those on the lowest incomes and at the greatest 
risk of poverty or undersaving 

• the role of private pension provision and wider savings, building on the foundation of the State Pension, 
in delivering financial security in retirement and supporting those approaching retirement 

• the long-term challenges of supporting an ageing population 

• proposals for change beyond the current Parliament, that build on the measures in the Pension 
Schemes Bill and ensure Britain in the mid-21st Century delivers financial security in retirement through 
a pensions framework that is strong, fair and sustainable 

Introduction 

1. We welcome this opportunity to contribute to the important work being done by the Second Pensions 
Commission (“the Commission”). 

2. The Commission aims to produce recommendations to Government for a durable future pensions system 
that is adequate, fair and sustainable. We make this submission in the hope that it assists the Commission 
meet its objectives. 

3. We hope the Commission will not shy away from making recommendations that may be unwelcome by 
the Government because they require decisions to be made that are politically difficult. The overall driver 
should be a commitment to provide future generations with an assurance of financial security in old age. 

4. We were interested to read that the Commission has set up various liaison groups. We were 
disappointed that they did not reach out to us as a representative body of a significant number of state 
pension recipients and future state pension recipients. 

5.  We are heartened to know that the state pension will remain the backbone of retirement savings for 
almost everyone and must remain as universal as possible and be sustainable. 

Who We Are 

6. BPiA is a registered charity that cares for British state pension recipients living in Australia and elsewhere. 
We make this submission on behalf of the 200,000 current state pension recipients in Australia and many 
more potential state pension recipients living in Australia or planning to move to Australia. As their 
representative body, we know they live in the earnest hope that they will not be overlooked in the 
Commission’s considerations. 

7. We are run by unpaid volunteers and are reliant on contributions and donations from recipients and 
potential recipients of British state pensions for funding. We do not receive funding from any government 
or any commercial sponsor. 

8. We believe we can bring the experience of the highly successful retirement income scheme in Australia 
to the conversation on the future of the retirement income scheme in the United Kingdom.  
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Overview 

9. There are over one million recipients of British state pensions living outside the UK5. The Commission 
appears to have overlooked this important cohort. These people represent over 8% of all state pension 
recipients. They have paid into the National Insurance scheme and are relying on their entitlement to a 
British state pension as a key component of their retirement income. They are looking to the United 
Kingdom to do the right thing by them. 

10. Australia, Canada, New Zealand and the United Kingdom have similar political systems and strong 
historical connections. All four countries face similar challenges for the future of retirement incomes of 
their populations. The similarities and the differences between the approach of each country to these 
challenges provide useful comparisons for the way forward for the United Kingdom. 

11. All four countries have a blend of mandatory and voluntary arrangements involving workers, employers 
and governments. Where they differ is in the emphasis given to each of the three pillars of old age income 
security: mandatory publicly managed old age income, mandatory privately managed old age income and 
voluntary old age income. These pillars supported by welfare and other benefits aim to deliver a reliable 
and adequate income in old age. 

See table on page 6 

Whole of Government Approach 

12. We believe the responsibility for the provision of adequate retirement incomes in the United Kingdom 
is not just the responsibility of the Department for Work and Pensions. A whole of government response 
is needed to achieve optimal outcomes through increased GDP growth, the benefits of skilled 
immigration, availability of low-cost housing for people of pension age and informed decision making by 
savers. 

13. If the amount paid in state pension is to be constrained by a reference to GDP, the solution to better 
retirement incomes is to be found in growing the economy, not limiting the adequacy of state pension or 
moving the age eligibility goal posts. Economic growth requires greater investment in education to raise 
the skill level of the UK workforce, greater investment in infrastructure to improve productivity and a 
more generous and selective approach to immigration to give the United Kingdom access to the world’s 
best talent. 

14. The provision of subsidised state housing will go a long way to alleviate poverty in old age for those who 
have been unable to buy their own house or flat. 

15. The decline of defined benefit pension schemes in favour of defined contribution schemes is transferring 
the burden of managing long-term savings from skilled professionals with supporting capital to individuals 
who are not necessarily capable of making the risk management and investment analysis decisions 
required. This has led to the growth of an advisory industry that adds an additional expense to be borne 
by the saver. We believe that the benefits of compound interest, how financial markets work and how to 
assess and manage financial risk should be among the core curriculum of the British education system to 
ensure informed decision making by all workers. 

  

 
5 Source: Stat-XPlore 
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COMPARISON OF RETIREMENT INCOME SCHEMES 
  Australia  Canada  New Zealand  United 

Kingdom 

Primary scheme  Superannuation  Old Age Security 
(OAS)6 

 NZ Super  State Pension 

Secondary scheme  Age Pension 
(means tested)7 

 Canada Pension 
Plan (CPP)8 

 KiwiSaver 
(voluntary) 

 Automatic 
Enrolment 
(voluntary) 

Means tested 
additional benefits 

 Work bonus and 
rent assistance 

 Guaranteed 
Income 
Supplement (GIS) 

 

 Accommodation 
Supplement 

 Pension Credit 
and Housing 
Benefit 

Entitlement  Based on 
contributions 
(Super) or 
residence (Age 
Pension) 

 Based on 
residence (OAS) 
or contributions 
(CPP) 

 Based on 
residence (NZ 
Super) or 
contributions 
(KiwiSaver) 

 Based on 
contributions 
(through National 
Insurance for 
state pension) 

Mandatory 
contributions 

 12% employer  11.9% (5.95% 
each employer 
and worker)9 

 None10  National 
Insurance 
contributions 
vary. Automatic 
Enrolment 8% 

Eligibility Age  67  65 (CPP from 60 
to 70) 

 65  66 (rising to 67)11 

Taxation  Super investment 
earnings 15% 

Super withdrawals 
free-of-tax. 

 OAS and CPP 
taxed as ordinary 
income. 

 NZ Super taxed 
as ordinary 
income. 

 State pension is 
taxed as ordinary 
income.12 

Funding model  Funded (Super) 
and taxation for 
Age Pension 
(supplemented by 
Future Fund) 

 Taxation (OAS), 
Funded (CPP) 

 Taxation (in 
transition to 
funded from NZ 
Superannuation 
Fund) 

 PAYG (for State 
Pension) and 
contributions for 
workplace 
pensions. 

Replacement rate  55% to 80%  40% to 70%  40%  30% (State 
Pension only) 

Primary scheme 
portability 

 Good  Good  Limited  Mixed 

 
  

 
6 While OAS is not means-tested, there is a claw back mechanism for people with high incomes (the current threshold is $93,454 a 
year). 
7 About 56% of Australians who have reached pension age receive a full or part Australian Age pension (source: Australian Institute of 
Health and Welfare).  Receipt of Australian Age Pension entitles the pensioner to ancillary benefits such as discounted medicines, free 
GP visits, discounted utilities and lower property taxes. 
8 In Québec, the Québec Pension Plan. Canada also offers Workplace Registered Pension Plans (RPPs), Registered Retirement Savings 
Plans (RRSPS) and Tax Free Savings Accounts (TFSAs), which are tax advantaged retirement savings plans. RPPS, RRSPs and TFSAs are 
voluntary. 
9 The Québec Pension Plan has a combined contribution rate of 10.6% 
10 3.5% is the employer default rate. Employees can choose to contribute at 4%, 6%, 8% or 10% 
11 State Pension age is scheduled to rise from 67 to 68 between 6th April 2044, and 5th April 2046. This will affect anyone born after 
5th Aril 1978. 
12 Contributions to Workplace Pensions attract tax relief. Investment earnings accumulate tax free. Withdrawals are taxed as ordinary 
income but there is a generous tax-free allowance. 
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The recognition of migrant workers as a category of workers that require special consideration does not 
require the Commission to take a position in the debate over immigration. 

It is only necessary for the Commission to recognise that there are already many migrant workers working 
in the United Kingdom and there are already many British citizens living overseas. 

The Role Of Migration In The UK Workforce 

16. If the United Kingdom is to have a retirement income scheme that is adequate, fair and sustainable, it 
must have an economy that can afford it. The key to growing its economy, is for the United Kingdom to 
improve its productivity. This requires an upskilling of the workforce, greater investment in infrastructure 
and a willingness to learn from others. 

17. The retirement income scheme in the UK is necessarily targeted towards residents of the United 
Kingdom. However, the role of immigrants and emigrants in sustaining and developing the British 
economy should not be overlooked. This is not a matter for future policy decisions. Migrants are already 
an important component of the British workforce. For example, currently one in five NHS workers 
comes from overseas13. 

62% of the one-in-five NHS workers from overseas do not have the protection of a reciprocal 
social security agreement. 

18. If The United Kingdom wishes to attract the world’s best talent to enhance the skills of its workforce 
and grow its economy, it must provide a retirement income scheme that accommodates people who 
immigrate to the United Kingdom mid-career. The Government must accept that the demand for talent 
is not unique to the United Kingdom and British workers will be attracted to work overseas. 

19. The government has partially facilitated the movement of people through agreements and treaties. Where 
the United Kingdom lags other countries is in the provision of reciprocal social security agreements. The 
Committee should urge the Government to enter into reciprocal social security agreements that facilitate 
the movement of people. 

20. State pension is paid worldwide if the claimant has paid sufficient National Insurance contributions to 
qualify. State pension is uprated annually to most pensioners living overseas but for a minority of state 
pension recipients living in selected countries, no uprating occurs. There is no rationality in the selection 
of the countries and territories where the state pension is in effect “frozen”. Temporary migrants to the 
United Kingdom can earn the right to a British state pension only to find on their return to their home 
country, this pension is ‘frozen’ 

How mid-career migration affects state pension entitlement 
How much state pension will a migrant receive? 

Assumes a 50-year working life from age 18 to age 68. 
Assumes someone paying voluntary National Insurance contributions would pay the maximum possible number of 
contributions. 
Voluntary National Insurance contributions can only be paid by an emigrant from the UK if they have lived in the UK 
for ten years continuously and have paid ten years National Insurance contributions. Most people born in the UK will 
meet this requirement but someone who was brought up while their parents were living overseas would not. 
 With no voluntary NI contributions With voluntary NI contributions 

Migration Age Immigrant to 
UK 

 

Emigrant from 
UK 

 

Immigrant to 
UK 

 

Emigrant from 
UK 

30 100% 34% 100% 100% 
40 80% 63% 97% 100% 
50 51% 91% 69% 100% 

 
13 House of Commons Research Briefing “NHS staff from overseas: statistics” 26th November 2025. 
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How Other Governments Facilitate Migration 

21. Australian Superannuation is fully portable. Australian Age Pension is portable subject to residency 
requirements. Australian Age Pension paid to non-residents is indexed regardless of the location of the 
pension recipient. 

22. Canadian Old Age Security (OAS) is portable if the recipient has lived in Canada for at least 20 years 
after turning age 18 or have lived and worked in a country that has a social security agreement with 
Canada. OAS paid to non-residents is indexed regardless of the location of the OAS recipient. The 
Canadian Pension Plan is fully portable. 

23. To receive NZ Super, the claimant must be a New Zealand citizen or permanent resident at the time of 
applying and normally live in New Zealand. Payment of NZ Super to non-residents is restricted but where 
it occurs it is indexed regardless of the location of the NZ Super recipient.. KiwiSaver is portable but 
Government contributions may be forfeited if the saver emigrates permanently. 

Transfer Of Workplace Pensions When a Worker Emigrates 

24. An increasingly important factor to be considered by people migrating from the United Kingdom is the 
portability and tax treatment of their workplace or personal pension. This is usually covered by the 
double tax agreement between the United Kingdom and the country to which the worker is migrating. 
HMRC maintains a list of recognised overseas pension scheme (ROPS) where workplace pension or 
personal pension can be transferred without penalty being incurred (subject to conditions)14. 

25. HMRC warn that they will usually pursue any tax charges (and interest for late payment) arising from 
transfers to overseas entities that do not meet the ROPS requirements even when they appear on the 
list of ROPS. HMRC say they will do this even in situations where the ROPS requirements have changed 
and where taxpayers are overseas. They will also charge penalties in appropriate cases. HMRC advise 
owners of workplace or personal pension savings to seek suitable professional advice, including from a 
regulated financial adviser. 

We believe HMRC is offloading responsibility for compliance to others and should do more to guide 
people through a complicated process. 

Transfer Of Overseas Pensions to the United Kingdom When A Worker Immigrates 

26. Immigrants to the United Kingdom can usually transfer an overseas pension into a UK-registered pension 
scheme, such as a Self-Invested Personal Pension (SIPP) or a workplace pension. However, not all foreign 
pensions qualify, and there can be complex tax rules, fees, and age restrictions to consider. 

The rules and requirements for transferring an overseas pension to the UK include: 

• Qualifying Recognised Overseas Pension Scheme (QROPS): The foreign pension provider must meet 
specific requirements and usually must be registered with HMRC to achieve a tax-free transfer. 

• Overseas Transfer Allowance (OTA): Transfers from foreign QROPS must not exceed the transferor’s 
OTA (currently £1,073,100). Any transfers that exceed the OTA are taxed at 25%. 

We believe HMRC should establish and publicise clearer guidance for people wanting to bring their 
retirement savings to the United Kingdom. 

Skills Shortages 

27. There are significant overlaps in the skills shortages in the four countries under consideration (refer to 
table on page 9). 

  

 
14 https://www.gov.uk/guidance/check-the-recognised-overseas-pension-schemes-notification-list 

https://www.gov.uk/guidance/check-the-recognised-overseas-pension-schemes-notification-list
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SKILLS SHORTAGES 

 Australia15 Canada16 New Zealand17 United Kingdom18 
Healthcare & Social 
Assistance 

Aged care workers 
Childcare workers 
Disabled care 
workers 
General 
Practitioners 
Physiotherapists 
Occupational 
therapists 
Registered Nurses 
Social Workers 

Licensed Practical 
Nurses 
Medical Laboratory 
Technologists 
Registered Nurses 
Respiratory 
Therapists 
Specialised Care 
Practitioners & 
Personal Support 
Workers 

Clinical 
Psychologists. 
General 
Practitioners 
Medical Specialists 
Midwives 
Registered Nurses 

Aged care workers 
Adult and mental 
health nurses 
Radiographers. 

Trades & 
construction 

Bricklayers 
Carpenters 
Electricians 
Metal fabricators 

Carpenters 
Electricians 
Heavy-Duty 
Equipment 
Technicians 
Pipe fitters 
Plumbers 
Welders 

Civil Engineers 
Electricians 
Plumbers 
Project Managers 
Quantity Surveyors 
Structural Engineers 
Welders 

Bricklayers 
Carpenters 
Civil Engineers 
Electricians 
Plasterers 

Technology & Digital Cybersecurity 
Specialists 
Software 
Developers 
Systems Analysts 

AI & Machine 
Learning Engineers 
Cybersecurity 
Specialists 
Data Scientists 
Software Developers 

Cybersecurity 
Specialists 
Data Analysts 
ICT Security 
Specialists 
Software Developers 

Cybersecurity 
Specialists. 
Data Scientists 
Software Developers 

Professional Services Accountants 
Chefs & Cooks 

Accountants 
 

  

Education Early Childhood 
Teachers 

K-12 Teachers and 
School 
Administrators 

Early Childhood 
Teachers 
Secondary School 
Teachers 
(particularly in STEM 
subjects) 
Special Education 
Need Teachers. 

 

Transport & 
Logistics 

Motor Mechanics Automotive Service 
Technicians & 
Mechanics  
Long-haul Truck 
Drivers 

Heavy Diesel 
Mechanics 
Vehicle Painters. 

 

Australia’s skills shortages are most acute outside capital cities. 

 
15 Source: https://www.vu.edu.au/about-vu/news-events/vu-blog/the-10-most-in-demand-jobs-in-australia-right-now and 
https://www.jobsandskills.gov.au/sites/default/files/2023-09/2023%20SPL%20Key%20Findings%20Report_0.pdf 
16 Source: https://medium.com/@edstellarofficial/canadas-skills-gap-crisis-why-employers-are-struggling-to-fill-these-5-critical-roles-
f9bbe41e711f 
17 Source: https://www.y-axis.com/overseas-jobs/what-are-the-most-in-demand-jobs-in-new-zealand-for-the-next-10-years/, 
https://www.new-zealand-immigration.com/visa/the-green-list and https://www.consultanz.com.au/new-zealand-skills-shortages/ 
18 Source: https://recruitmentjuice.com/uk-shortage-occupations-in-2026-where-recruiters-should-focus-their-efforts/ 

https://www.vu.edu.au/about-vu/news-events/vu-blog/the-10-most-in-demand-jobs-in-australia-right-now
https://www.jobsandskills.gov.au/sites/default/files/2023-09/2023%20SPL%20Key%20Findings%20Report_0.pdf
https://medium.com/@edstellarofficial/canadas-skills-gap-crisis-why-employers-are-struggling-to-fill-these-5-critical-roles-f9bbe41e711f
https://medium.com/@edstellarofficial/canadas-skills-gap-crisis-why-employers-are-struggling-to-fill-these-5-critical-roles-f9bbe41e711f
https://www.y-axis.com/overseas-jobs/what-are-the-most-in-demand-jobs-in-new-zealand-for-the-next-10-years/
https://www.new-zealand-immigration.com/visa/the-green-list
https://www.consultanz.com.au/new-zealand-skills-shortages/
https://recruitmentjuice.com/uk-shortage-occupations-in-2026-where-recruiters-should-focus-their-efforts/
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Sustainability 

28. The Great Britain National Insurance Fund will be exhausted by 205019. The 2025 Quinquennial Review 
is expected to confirm the factors affecting the sustainability of the National Insurance Fund have not 
attenuated and may well have worsened. 

The Government Actuary attributes this worrying situation to: 

• Projected changes in the size and age structure of the population in Great Britain. These changes 
will result in benefit expenditure increasing more rapidly than fund income. Assumed increases in 
state pension age will have only a limited impact on mitigating this trend. 

• The triple lock can cause benefit expenditure to grow faster than contribution income. 

29. The government is addressing higher life expectancy by raising the state pension age. We believe this 
should be done in a way that provides sufficient notice to enable savers to adjust their saving plans. Ten 
years notice is not in our view sufficient notice. 

30. The Triple Lock imposes a ratchet effect on the state pension scheme, where the real value of state 
pensions increases where average earnings or the 2.5% minimum are greater than the rise in prices. This 
is driving intergenerational unfairness as the resulting additional cost is born by current and future 
workers, not by the pensioners who benefit. We believe the time has come to ditch the Triple Lock. The 
Resolution Foundation is of the same opinion20. 

31. The fundamental challenge for the state pension scheme is the pay-as-you go funding. This leaves future 
workers bearing an increasing burden caused by demographic changes that are outside their control. We 
believe the only sustainable way out is a long-term programme that transitions the state the state pension 
scheme to a funded scheme. 

32. Australia has already established a Future Fund to invest for future generations of Australians. This was 
established using budget surpluses and the proceeds of privatisation of the state-owned telephone 
company (Telstra). The Future Fund currently has a balance of A$337 billion21. This compares to an 
annual budget for Australian Age Pension of A$62 billion (equivalent to about 2.6% of GDP)22. 

33. The Canada Pension Plan (CPP) and Québec Pension Plans (QPP) are fully funded pension plans. The CPP 
manages over C$793 billion in assets, serving roughly 22 million Canadians and the QPP manages C$163 
billion serving 6.8 million Canadians.  

34. The New Zealand Government established the New Zealand Superannuation Fund (NZ Super Fund) in 
2001 to pre-fund the rising, long-term costs of universal retirement benefits for New Zealand's aging 
population. Major drawdowns from the Fund are not expected to be required until the 2050s. 

Transition to a fully funded state pension scheme will transform the National Insurance Fund 
to the National Investment Fund. 

Transparency and Simplicity 

35. The National Insurance scheme is unique in that it funds what in other countries is usually delivered in 
three discrete schemes: healthcare, welfare and retirement savings. We believe there will be greater 
public acceptance of the costs relating to these three components if they are funded through separate 
levies (with perhaps the welfare element funded from general taxation). 

36. Placing the burden of funding National Insurance on workers and their employers can give rise to 
anomalies in the funding programme. We believe there is a case for broaden the “tax base” to include all 
taxable income including investment income. This is the case for the Medicare Levy in Australia, which 
works well – and is generally accepted – as a discrete element of the tax system. Canada and New Zealand 

 
19 Source: https://www.gov.uk/government/publications/government-actuarys-quinquennial-review-of-the-national-insurance-fund-as-at-
april-2020 
20 See https://www.resolutionfoundation.org/app/uploads/2026/06/What-a-ratchet.pdf 
21 At 31 March 2026. 
22 See https://www.anao.gov.au/work/performance-audit/administration-of-the-age-pension 

https://www.gov.uk/government/publications/government-actuarys-quinquennial-review-of-the-national-insurance-fund-as-at-april-2020
https://www.gov.uk/government/publications/government-actuarys-quinquennial-review-of-the-national-insurance-fund-as-at-april-2020
https://www.resolutionfoundation.org/app/uploads/2026/06/What-a-ratchet.pdf
https://www.anao.gov.au/work/performance-audit/administration-of-the-age-pension
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fund their healthcare systems through general taxation which indirectly spreads the cost to all residents, 
not just workers and their employers. 

37. The current multitude of National Insurance contribution rates for both workers and employers over 
complicates the assessment and collection process. There are eight classes, lower- and upper-income 
limits, primary and secondary thresholds, different rates for apprentices and veterans and different limits 
and thresholds for freeports and investment zones. We believe there is merit in moving to a simplified 
contribution basis. 

“I have already said that I am not prepared to defend the logic of the present situation. It is illogical. There 
is no consistent pattern. It does not matter whether a country is in the Commonwealth or outside it. We 
have arrangements with some Commonwealth countries and not with others. Indeed, there are differences 
among Caribbean countries. This is an historical issue and the situation has existed for years.” 

Jeff Rooker, Minister of State, Department of Social Security, statement in the House of Commons 
13th November 200023 

Adequacy 

38. There is no one perfect measure of retirement income adequacy. While the British state pension 
compares poorly with state pensions in other jurisdictions, by itself this is not a complete measure of 
retirement income adequacy as pillar 2 and pillar 3 income must be included for a fair comparison. 

 
 Pillar 1  Pillar 2  Pillar 3 
       Mandatory state 

pension 
 Mandatory 

private savings 
 Voluntary 

Savings 
      Form Contributory or 

paid from taxation 
 Personal savings 

plan or workplace 
pensions scheme 

 Savings or voluntary 
pension scheme 

      Financing Paid for from 
taxation or from 

employee/employer 
contributions. Could 
be PAYG or funded. 

 Paid for from 
employee/employer 

contributions. 
Fully funded. 

 Fully funded 

      Form Flat rate pension or 
income/contribution 

related pension. 
Could be means 

tested. 

 Defined 
contributions fund. 

 Private savings 

      Taxation Usually taxed as 
ordinary income 

 Tax advantaged  Possibly tax 
advantaged 

39. The United Kingdom has state pension (pillar 1) as the bedrock of its retirement income scheme. There 
is no pillar 2. Pillar 3 is workplace pensions (driven by automatic enrolment) and personal retirement 
savings plans (SIPPS). Research shows the current system is not achieving the target replacement rates 
envisaged by the First Commission (31% state pension, 15%-18% through Automatic Enrolment and 15%-
18% through additional savings)24. 

Australia has Superannuation (pillar 2) as its principal retirement income scheme. Australian Age Pension 
(pillar 1) acts a means-tested safety net. Australia has no official pillar 3 scheme. It is noticeable that the 
introduction of compulsory superannuation in 1992 has reduced poverty in old age (see section headed 
“Poverty in Old Age”).  

 
23 https://hansard.parliament.uk/commons/2000-11-13/debates/65fb5239-7859-4406-b065-7bd5beda4c6d/OralAnswersToQuestions 
24 M Broome & I Mulheirn, “Perfectly adequate?: Revisiting pensions adequacy 20 years after the Pensions Commission, Resolution 
Foundation”, October 2024. 

https://hansard.parliament.uk/commons/2000-11-13/debates/65fb5239-7859-4406-b065-7bd5beda4c6d/OralAnswersToQuestions
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New Zealand has New Zealand Superannuation (NZ Super) (pillar 1) as its principal retirement income 
scheme. It is a universal old age pension funded from general taxation. The figures for New Zealand show 
that a retirement income scheme that relies solely on a universal old age pension without a pillar 2 scheme 
and with a weak pillar 3 scheme (KiwiSaver) results in a higher rate of poverty in old age (see below). 

40. The UK Centre for Research in Social Policy has calculated the amounts needed in retirement for three 
living standards, which they describe as minimum, moderate and comfortable25. 

The report estimates that a couple who own their own home would need annual incomes as follows: 

Lifestyle  Amount   State Pension   Other income   Lifetime annuity 

Minimum   £22,394.32     £25,095.20          

Moderate   £45,245.20     £25,095.20     £20,150.00     £443,300.00  

Comfortable   £62,479.04    £25,095.20    £37,383.84    £822,444.48  

And for a single person who owns his or her own home: 

Lifestyle  Amount   State Pension   Other income   Lifetime annuity 

Minimum   £13,864.24     £12,547.60    £1,316.64    £28,966.08 

Moderate   £32,611.28     £12,547.60     £20,063.68     £441,400.96  

Comfortable   £45,266.52    £12,547.60    £32,718.92    £719,816.24  

The state pension income assumes full New State Pension entitlement for both members of the couple. 
The lifetime annuity is the indicated sum required for an indexed lifetime annuity for a 65-year old (or a 
reversionary indexed lifetime annuity for a couple). 

41. The Commission quite rightly points out that the replacement rate is a common measure of retirement 
income adequacy, it is of little use to someone on a low income prior to retirement. We believe the use 
of target replacement rates tailored to similar tiers as used by the Centre for Research in Social Policy 
with a higher target replacement rate for the lower paid and a lower replacement rate for the higher 
paid. 

42. There is a case for tying the state pension to the National Minimum Wage. A petition to demand this 
garnered over 17,000 signatures26. An earlier petition asking purely for an increase in the rate of state 
pension and a reduction in state pension age garnered over 110,000 signatures27. A straightforward 
summary of the government response is “NO”. However, the link between state pension and National 
Minimum Wage does not have to mean that the state pension equals the National Minimum Wage. 
Currently the National Minimum Wage for an adult is £508.401 per week. The New State Pension is 
£241.30 per week per week or 47% of the National Minimum Wage.  Our suggestion is to set a floor for 
New State Pension going forward of 47.5% of the National Minimum Wage 

43. The percentage of state pension recipients in the United Kingdom also receiving pension credit is another 
measure of state pension adequacy. If the percentage is increasing, it is an indication that state pension is 
too low. Currently 1.39 million people receive pension credit28.  

Poverty in Old Age 

44. The OECD defines poverty as having an income lower than 50% of median equivalised household 
disposable income29.  

 
25 https://www.retirementlivingstandards.org.uk/2026_research_report.pdf 
26 See https://petition.parliament.uk/archived/petitions/640356 
27 See https://petition.parliament.uk/archived/petitions/617603 
28 Source: https://www.gov.uk/government/statistics/dwp-benefit-statistics-february-2026/dwp-benefit-statistics-february-2026 
29 Source: OECD Pensions at a Glance (data is for 2022 or latest available year). 

https://www.retirementlivingstandards.org.uk/2026_research_report.pdf
https://petition.parliament.uk/archived/petitions/640356
https://petition.parliament.uk/archived/petitions/617603
https://www.gov.uk/government/statistics/dwp-benefit-statistics-february-2026/dwp-benefit-statistics-february-2026
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Country All Age 
66-75 

Age 
over 75 Men Women Total 

Population 
Australia 22.6% 19.7% 27.0% 18.2% 26.6% 12.6% 
Canada 10.1% 10.4% 9.6% 8.7% 11.3% 12.2% 
New Zealand 33.7% 26.9% 44.7% 30.2% 36.9% 14.3% 
United Kingdom 15.0% 12.0% 18.8% 13.3% 16.5% 12.6% 

Changes to rules or policies for retirement saving plans take time to be wholly effective. For example, 
someone in Australia aged 76 in 2026 will have benefited from compulsory superannuation for 24 years 
of their 50-year working life. Someone in Australia aged 66 in 2026 will have benefited from compulsory 
superannuation for 34 years of their 50-year working life. It will only be in 2042 that someone in Australia 
will have benefited from compulsory superannuation for their entire working life. 

International Agreements and Treaties 

On the assumption that once again it will be possible for men to move from one country to another to find 
the best use for their powers, it will be desirable to consider the making of reciprocal agreements between 
the schemes of different countries facilitating transfer from one to the other, that is to say, arrangements 
enabling men on migration to avoid forfeiting security and allowing them to carry with them some of the 
rights they have acquired in their former country. 

Paragraph 39, Beveridge Report 1942 

45. The United Kingdom has several agreements and treaties with other countries which have the effect of 
facilitating worker migration. 

The United Kingdom has the largest network of double tax treaties, covering around 120 countries30. 
Among other things double tax treaties can facilitate the transfer of workplace pensions and their 
equivalents overseas. 

The United Kingdom has reciprocal health agreements with the 27 countries in the EU and with 22 other 
countries and territories31.  

46. The United Kingdom has several agreements that protect the old age pension rights of people who have 
spent part of their working lives in both the United Kingdom and in another country32. The UK-EU 
Withdrawal Agreement includes a section on citizen’s rights, including social security coordination. The 
UK-EEA EFTA Separation Agreement (covering Norway, Iceland and Liechtenstein) and the UK-
Switzerland Citizens’ Rights Agreement address similar separation issues as the UK-EU Withdrawal 
Agreement. In addition, the United Kingdom has reciprocal social security agreements with 18 other 
countries and territories. 

47. Reciprocal social security agreements are bilateral treaties that allow countries to share responsibility 
and close coverage gaps for people who migrate between nations. They ensure individuals who have 
spent their working life split between two or more countries are not disadvantaged when they retire. 

Where state pension schemes have minimum residence or contribution requirements reciprocal social 
security agreements permit people to aggregate residence or contribution periods in both countries. 

Where state pension schemes have portability restrictions, reciprocal social agreements remove those 
barriers. For example, Australia requires individuals claiming Australian Age Pension for the first time to 
be resident in Australia at the time the claim is made. Under its now abandoned reciprocal social security 
agreement with the United Kingdom, Australia waived that requirement so residents in the United 
Kingdom could claim Australian Age Pension while living in the UK. 

Reciprocal social security agreements ensure equal treatment of people covered by the agreement. That 
means, residents or citizens of one country or territory must receive the same benefits and rights as 
residents or citizens of the other country party to the agreement. 

 
30 Source: https://www.gov.uk/government/publications/double-taxation-treaties-overview/double-taxation-treaties-how-they-work 
31 Source: https://www.gov.uk/guidance/uk-reciprocal-healthcare-agreements-with-non-eu-countries 
32 See https://www.gov.uk/government/publications/reciprocal-agreements/reciprocal-agreements 

https://www.gov.uk/government/publications/double-taxation-treaties-overview/double-taxation-treaties-how-they-work
https://www.gov.uk/guidance/uk-reciprocal-healthcare-agreements-with-non-eu-countries
https://www.gov.uk/government/publications/reciprocal-agreements/reciprocal-agreements
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Reciprocal social security agreements eliminate double contribution requirements where someone is 
working in one country but on the payroll of an employer in another country. The United Kingdom has 
three agreements that deal only with double contributions33. 

48. The United Kingdom has not entered into any new reciprocal social security agreements since 1992. 

In the same period Australia has entered into 28 reciprocal social security agreements, Canada into 21 
agreements and New Zealand into 9 agreements. 

Fairness 

49. The state pension scheme can only ever be truly fair if it is transparent and well communicated. 

If the state pension is to be the backbone of retirement for every pensioner, it can only be fair if everyone 
covered by the National Insurance scheme receives the same outcome for the same contributions. 

50. Moving the basis for calculating National Insurance contributions from employment income to taxable 
income will reduce the scope for contribution avoidance, enable contribution rates to be reduced and 
ensure greater intergenerational fairness. 

The current system places too large a burden on employers thereby incentivising offshoring and 
encouraging artificial self-employment schemes. 

51. It is patently unfair if different rates of uprating are applied to separate components of the state pension. 
We believe that if uprating serves to maintain the buying power of the pension and to ensure pensioners 
share in the growth of the economy, it should be applied consistently to all components of the state 
pension. 

52. It is patently unfair if some pensioners miss out on annual upratings merely because they have the “wrong 
address”.  If pensioners living outside the United Kingdom are to receive a lower rate of state pension, 
that lower rate of state pension should be applied to all pension recipients outside the United Kingdom, 
not just the few living in randomly selected countries and territories. 

53. The current plethora of National Insurance contribution rates not only result in an overly complex 
contribution system, they result in some people paying higher contribution rates than others. The 
contribution system started life as a flat rate payable by all. It has now evolved to one based on a 
percentage of employment income. We believe that fairness requires one rate of contribution applied to 
all employment income regardless of the status or location of the worker. 

54. The complexity in National Insurance contributions is a honeypot for those developing contribution 
avoidance schemes. We believe transparency and simplification is needed to ensure that everyone 
contributes equally and fairly to National Insurance. To this end, we suggest that National Insurance 
contributions should be broken into two levies, one for NHS coverage, the other for state pension 
entitlement. To avoid contribution avoidance schemes and to ensure inter-generation equity, these levies 
should be applied to all taxable income, not just employment income. 

This is not an argument for integrating National Insurance into general taxation. The Institute of Fiscal 
Studies has made this case34. We believe there is merit in keeping National Insurance separate from 
general taxation even when income tax and National Insurance are calculated using the same base. All 
forms of government impost are grudgingly accepted. Levies for which there are direct and obvious 
benefits such as an NHS levy and a state pension levy would be in our opinion less resented than income 
tax. 

55. The high rate of National Insurance contributions by employers encourages the offshoring of back-office 
work overseas where not only are wages lower, employee protections are lower and employer oncosts 
lower. This should be born in mind when the Government sets employer contribution rates35.  

 
33 With South Korea (2000), Japan (2000) and Chile (2015). 
34 See https://ifs.org.uk/sites/default/files/output_url_files/wp2107.pdf 
35 See https://www.jrf.org.uk/sites/default/files/pdfs/insecure-shift-why-millions-of-workers-don-t-have-protections-they-need-
01ed11d9228acc09c5dec1dd5419be42.pdf 

https://ifs.org.uk/sites/default/files/output_url_files/wp2107.pdf
https://www.jrf.org.uk/sites/default/files/pdfs/insecure-shift-why-millions-of-workers-don-t-have-protections-they-need-01ed11d9228acc09c5dec1dd5419be42.pdf
https://www.jrf.org.uk/sites/default/files/pdfs/insecure-shift-why-millions-of-workers-don-t-have-protections-they-need-01ed11d9228acc09c5dec1dd5419be42.pdf


BPiA Submission to the Pensions Commission July 2026 Page 14 
 

Governance and Administration 

56. The people whose retirement savings are being managed through a collective scheme (such workplace 
pensions) should have a voice in the governance of those funds. This will ensure that conflicts of interest 
between the interests of the manager or trustee and the beneficiaries of the scheme are equitably 
resolved. 

The appointment of worker representatives to the committee overseeing a pension fund should not be 
merely token representation. There should be a sufficient number of worker representatives to ensure 
they hold the power to influence decisions. 

It is not sufficient that there are advisory panels, feedback mechanisms or disclosure. The worker 
representatives must be at the centre of decision making. 

The worker representatives should have access to well-resourced and independent secretariat support, 
should receive a thorough induction and receive suitable ongoing training. They should be provided with 
ongoing advice on their rights as important members of the governance process. 

In this regard we support the recommendations set out in the TUC publication “Member Voice in Pension 
Scheme Governance”36. 

57. There are six government departments involved in the regulation of state pensions and retirement 
income schemes in the United Kingdom: 

Department What they do 

HM Treasury Control of departmental expenditure 

HM Revenue and Customs Collects National Insurance contributions 

Department of Work and 
Pensions 

Sets policy for workplace and private pensions. Administers the 
State Pension. 

Pensions Regulator Regulates trust-based occupational pension schemes.  Ensures 
compliance with automatic enrolment duties.  Protects members' 
benefits and promotes good administration. 

Financial Conduct Authority Regulates contract-based personal and workplace pensions.  - 
Oversees firms providing pension products and advice.  - Ensures 
consumer protection in the retail pension market. 

Prudential Regulation Authority Supervises the financial soundness of insurers involved in pension 
schemes. 

Missing from this regulatory framework is a representative of savers and pensioners. There is a case for 
the appointment of someone to represent their interests. New Zealand has recognised this in the 
appointment of a Retirement Commissioner37. We believe the Commission should consider the 
establishment of a similar position in the United Kingdom. 

58. The Parliamentary Ombudsman has published his Principles of Good Administration. These include a 
commitment to seeking continuous improvement. Specifically, the Department for Work and Pensions 
should: 

• Review policies and procedures regularly to ensure they are effective. 

• Ask for feedback and using it to improve services and performance. 

We cannot find any evidence that the DWP has done either of these tasks. 

59. There are gaps between the service standards published by Department for Work and Pensions38 and 
the experience our members report to us: 

 
36 https://www.tuc.org.uk/sites/default/files/membervoiceinpensionschemegovernance.pdf 
37 https://retirement.govt.nz/about/retirement-commissioner 
38 https://www.gov.uk/service-manual/service-standard 

https://www.tuc.org.uk/sites/default/files/membervoiceinpensionschemegovernance.pdf
https://retirement.govt.nz/about/retirement-commissioner
https://www.gov.uk/service-manual/service-standard
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We – as an organisation representing over 200,000 state pensioners - have never been consulted on 
DWP service standards (nor have any of our members). 

There is no way for communicating confidential information (such as applications for state pensions or 
bank account details) to the DWP other than by post. 

There is no DWP App to match the HMRC App39 

There are no response standards (how long should it take for the DWP to answer the telephone?). 

Why can’t the DWP use VoIP technology to facilitate communication from overseas or establish local 
equivalents of 0800 numbers? 

Recommendations 

60. The Commission to acknowledge the special needs of pensioners living overseas. 

61. Priority to be given to growing the economy as the way to fund retirement income. This will enable the 
United Kingdom to constrain retirement income expenditure to a target percentage of GDP and at the 
same time provide dignity in old age. To grow the economy requires greater investment in infrastructure, 
emphasis on education to upskill the workforce, embracing AI, establishing an immigration policy that 
attracts the world best talent, capitalising on export opportunities, shifting economic decision-making and 
spending power away from London to regional hubs and streamlining regulations and regulatory 
processes. 

62. The Government to be encouraged to match its network of double tax agreements by a similar network 
of reciprocal social security agreements 

63. The Commission to recommend the transition of funding for state pension from a pay-as-you-go scheme 
to a fully funded scheme. There is an overwhelming case for doing this. The Government to be urged to 
draw up a long-term plan for such a transition. 

64. The current National Insurance contributions are too complex, their purpose unclear and too attractive 
for avoidance schemes. The Commission to recommend greater transparency and simplification through: 

• Separation of contributions into two levies one for NHS cover, the other for state pension 
entitlement. 

• Establishing the principle that the same benefits are earned by the same rate of contributions. 

65. The Commission to benchmark its recommendations against the retirement income policies of other 
similar countries. 

66. The Government to establish a mix of targets for state pension adequacy that ensures lower paid workers 
can achieve dignity in old age. 

67. The Government to eliminate differences in the way state pensions are uprated that have no rational 
justification. 

68. The Government to appoint a Retirement Commissioner to represent the interests of retirees, to 
monitor the performance of the departments that govern and administer state pensions and retirement 
income schemes and to coordinate their activities. 

Conclusion 

69. The Commission has the opportunity to make the British retirement income scheme the envy of the 
world by making recommendations that will result in a scheme that has robust funding, provides dignity 
in old age for everyone and is permeated by fairness. 

We hope that our submission will help the Commission build a pensions settlement that is worthy of the 
generations who will depend on it. 

 
39 https://www.gov.uk/guidance/download-the-hmrc-app 

https://www.gov.uk/guidance/download-the-hmrc-app
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