
ISSN (Print): 2328-3734, ISSN (Online): 2328-3696, ISSN (CD-ROM): 2328-3688 

 

              

American International Journal of 
Research in Humanities, Arts  
and Social Sciences 
               

 

         
 

AIJRHASS 15-195; © 2015, AIJRHASS All Rights Reserved                                                                                                         Page 268 

Available online at http://www.iasir.net 

 

 AIJRHASS is a refereed, indexed, peer-reviewed, multidisciplinary and open access journal published by 
International Association of Scientific Innovation and Research (IASIR), USA 

(An Association Unifying the Sciences, Engineering, and Applied Research) 

 
  

Older People in the UK Today are Financially Better off than Older People 

from Previous Generations: A Comparative Literature Review 
 

Rahman
1
, M., Chowdhury

2
, A.S & Kiser

3
, H. 

1,2
Assistant Professor, Department of Statistics, Comilla University, Bangladesh 

3
Lecturer, Department of Statistics, Comilla University, Bangladesh 

 

 
 

I. Introduction 

Across the last century, the UK population grew older due to gain in average life expectancy and broadly 

decline in fertility rate (except the periods immediately after both world wars, and the 1960s) (ONS, 2010). 

Particularly, over the last 25 years, the proportion of older people aged 65 and over increased from 15 percent in 

1985 to 17 percent in 2010 (ONS, 2011). At the same time, the social security systems for the older people also 

developed to a mark extent, for example, the development of comprehensive public pension systems. In the 

early 20
th

 century, majority of older people in The UK had to depend on family, charity, employment, and 

savings for their livelihood (Jonhson, P., 2004). However, over the past one hundred years, there had been a 

drastic transformation happened in labour market participation, and in demographic characteristics around the 

world. At present, in most of the developed countries and in the UK as well, majority of older people covered by 

social protection schemes such as public pension schemes and social assistance schemes. That is, social security 

has become a major source of income for almost all older people of today’s generation in the UK. In addition, 

they have more access to private work, wealth and other social services than previous generations. As a result, 

they are healthier, making economic contribution and breaking the preconception of ‘old age and poverty are 

synonym’ (DWP, 2005; p. iv). The next section states the literature search strategy of this study, and hereafter a 

section for brief discussion on the demographic background before going to discuss the main determinants of 

financial well-being of older people in the remaining sections. 
 

II. Literature Search Strategy 

A wide range of literature that describes the financial well-being of older people in the UK has been examined. 

Journal articles, reports and working papers of national and international organizations were reviewed regardless 

of their professional affiliation. In addition, several text books on ageing, financial well-being and Britain were 

studied. With regard to assuring totality, a literature review has been performed for the period 1980-2014 using 

the following databases: DelphiS, Ageinfo, Web of Science, Google Scholar, Advance Google Search, and 

PubMed. Abstracts of identified articles were reviewed and full copies were downloaded if they were found 

relevant for a comprehensive evaluation. Associate references of key articles were also reviewed and used to 

find additional relevant articles.  
 

III. Demographic Background 

The first comprehensive demographic data in England was collected in the 1840s and the data reveal that 

average life expectancy at birth on average was only 41.7 years for the country (Wrigley et al., 1997).  The rapid 

decline in mortality rate over the last century (except the period of two world war), in 2008, the life expectancy 

at birth as a whole increased to almost double;  men’s life expectancy at birth increased to 78.1 years and 
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female’s life expectancy at birth increased to 82.1 years (ONS, 2011). That is, the proportion of older people in 

Britain is growing rapidly. In addition, the number of oldest old has been also dramatically increasing 

particularly from last couple of decades which is clearly reflected from the decline mortality rate and the higher 

life expectancy. Today, the number of population aged 65 and over represents around 17 percent and population 

age 85 and over represents around 2.1 percent of the total population in the UK (ONS, 2012).These 

demographic changes, on the one hand have raised the potentials of older people with regard to the longer active 

participation in the labour market, and on the other hand have increased the risk of old age vulnerability. 

Moreover, the great challenge for Britain is to ensure the entitlement of pensions for this growing number of 

older people. In 2012, there are 12.2 million pensioners out of total 61.4 million population in 2012 in the UK 

(ONS, 2012). This indicates that the UK has already faced a huge pension burden but due to higher life 

expectancy, a growing number older people get involved in work after the retirement age which lead them to be 

economically solvent besides the pensions’ income. 
 

IV. Labour Market Participation 
 

It is the twentieth century that has witnessed a significant marginalization of age as retirement has become 

'formalised and routinised’ and this is clearly enunciated in the arguments on about the weakening economic 

standing of older workers in the labour market (Jacobs et al., 1991; p. 25). For instance, in the 1880s, almost 75 

percent of older men (aged 65 and above) were involved in some form of employment.  Over the past hundred 

years, retirement has become a general norm, and so by 1951, the percentage of older workers in labour market 

declined to only 31. This figure had further fallen to around 8 percent by 1991 (Johnson, P., 2004). This decline 

in labour market participation of people age 65 and over was mainly due to rapid expansion of pension systems 

and unfavourable labour market policy for older people.  

Recent evidence indicates that no more than one third of early retirees aged 50 and above left the labour force 

voluntarily, and only 12 percent had planned for their retirement (UK Government, Cabinet Office 2000). 

Moreover, some workers willingly chose to leave the labour market because they have already accumulated 

sufficient savings particularly entitlement in company pension schemes. However, public pensions became 

available from 1928 for the some manual workers at age 65, and this may not be the main cause of declining 

labour force participation people at older ages. The pension amount was less than 20 percent of manual worker’s 

average wage, and it stood below the existing estimates of the poverty line (Rowntree, 1941).  That is, to earn 

more and lift themselves out of poverty; majority of older people like to remain in the labour market after the 

retirement age. Moreover, there may be number of factors that may influence the older workers for taking the 

decision to work after the state pension age such as financial pressures, improved health and well-being, higher 

life expectancy and eagerness to remain active in society. Besides, in old age, large portions of women become 

widowed or live one and majority of them passed a vulnerable later life.  These older people like to remain 

active in working place after the retired age that give them economic support and make them alive as well. In 

this context, older people of previous generations were economically better off than the recent generations.  
 

Figure 1: Employment rates for older workers, annual averages 1993-2011, UK 

 
Source: Labour Force Survey (ONS, 2012) 
 

On the other hand, the participation of older people in the labour market has been increasing since the 

early1990s when participation was in the lowest point.  The number of older workers has almost doubled from 

0.753 million in 1993 to 1.4 million in 2011 (Figure 2). It is clear from the Figure 2 that the number of older 
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people remained relatively flat between the year 1993 and 2000 but rapidly increased to a peak of 1.45 million 

in 2010. Similarly, the percentage of the older population in employment has also risen from 7.6 percent in 1993 

to 12.0 percent in 2011. This indicates that the number of older workers has risen at a faster rate than the 

population.  

Figure 2: Economic support ratio in the UK 

 
Source: Office for National Statistics (ONS, 2013). 
 

Although, over the last four decades the old-age dependency remained stable at 300 per thousand working age 

people (ONS, 2010), the economic support ratio during that time had increased from 0.78 in 1972 to a peak of 

0.93 in 2008 (Figure 3).  This indicates that today’s an increasing number of older people remain active in the 

labour market. As a result, older people in The UK today are economically better off than the older people of 

the1990s. However, economic support ratio has been declining again since 2008 due to worldwide the economic 

recession. As the economic recession again started last year in the European countries, the economic support 

ratio is expected to declining till date. 

V. Pensions Trend 

It is true that a history of continuous full-time employment in a pensionable work at a standard wages, likely to 

produce a retirement with financially secure later life. On the other hand, if the previous work history contained 

long earnings gaps, lower average wages, part-time work, and a non-pensionable work (all of which frequently 

happened particularly for women), then retirement will lead to a time of low financial capacity as well as 

dependency on family and public welfare (Johnson, P., 2004). Thus, the nature and level of work one’s do now 

determine the benefit level of retirement he/she will receive. 

At the end of ninetieth century, pension provision in labour market was introduced in the UK and particularly 

the public pensions became available for some manual workers at age 65 from 1928. In around 1900, about 5 

percent of workers were registered in the company pension schemes, the figure increased to 13 percent in 1936, 

53 percent in 1967 and after then the percentage of coverage has flattened for several years at around half of the 

total labour force (Hannah, 1985). Over the last century both the state pension schemes and occupational 

pensions have been developed to a mark extent. In 2012, there were more than 12.2 million (approximately 20 

percent of total population) pensioners in the UK. Among them 7.6 million are women and 5 million are men 

(ONS, 2012). That is, almost all older people in the UK receive any form of pensions such as state pensions or 

occupational pensions. At present, all citizens in the UK entitled to state pension at the age (65 for men and 60 

for women) by contributing to the state pension fund. Besides, almost all employees in the labour market are 

also entitled to occupational pensions by contributing to employer’s pension fund. According to the Office for 

National Statistics’ Occupational Pension Schemes Survey (OPSS), over the last five decades, the highest 

number of active members in occupational pension schemes was 12.2 million in 1967 and the lowest was 8.2 

million in 2008. Moreover, according to HM Revenue and Customs (HMRC), the number of individuals 

contributing to the personal pension schemes also went down; fell from 7.6 million in 2007/08 to 5.7 million in 

2010/11. Except this recent declining trend, the number of active members in occupational and personal pension 

schemes over the last four decades was growing significantly. Thus, this high proportion of pension coverage in 

the last couple of decades implies that today’s older people were the active member of these pension schemes in 

that period. It means that older people today in the UK have had a significant contribution to their pension fund. 

This is also reflected in the pensioners’ growing income trend from last decade which is discussed detailed in 

the next point. That is why, now they are receiving enough pension income from their pension fund and so they 

are financially better off than the older people of previous generations. 

Finally, although the changes in labour market in the UK over the last century have hugely improved the 

retirement experience of majority of working people particularly workers in stable and well-paid jobs but have 

contributed a little to enhance the old age well-being of informal or peripheral workers Particularly, over the last 

twenty years the range of leisure and recreational activities for elderly in the UK has developed enormously, and 
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at the same time their relative cost has also declined(Johnson, P., 2004). Thus, the majority of retired persons 

today in The UK able to enjoy the active ageing compare to previous generations.  

VI. Pensioner’s Income Trend 

In accordance with the expansion of pension schemes, the average pension income has also increased more than 

40 percent to over 50 over last century. In 1929-31, state benefits were considered as the main source of 

pensioner’s income. However, the income from savings and investments has remained constant, but the benefits 

of occupational pension schemes have rose significantly in the recent decades. For instance, the private sources 

of non-employment in retirement, particularly from pensions and investment, have doubled with their relative 

share in 1993 compared to 1929-31 (Johnson, P., 2004).  According to Department of Work and Pension (2013), 

in 2011/12, there were around 3.3 million single women pensioners and the average gross weekly income of 

single women pensioners came particularly from the state pensions were around 63 percent. Form the Figure 4, 

it is clearly seen that, in 2010/11, the median gross income for pensioner’s units was around £335 in comparison 

to £449 for working-age benefit units. While the median net income for pensioner units was around £297 

(Before Housing Costs) and £265 (After Housing Costs) compared with the corresponding working-age benefit 

units £362 and £294. 

Figure 3: Real income of pensioners, 1979-1996/97 and 1994/95-2011/12 

 
Source: Department of Work and Pension (DWP, 2012) 

On the other hand, figure 4 also reveals that pensioners’ income has been grown-up more speedily than average 

earnings since 1998/99. Net median income for pensioners has grown by 35 percent in real terms (median 30 

percent) since 1998/99, compared to 12 percent real average earnings growth over the same period. While, the 

net median income (After Housing Costs) has grown rapidly, increased by 43 percent in real terms since 

1998/99 (35 percent growth in mean). Thus, it is undoubtedly clear that pensioner’s income had an increasing 

trend until 2009/2010. This implies that the older people of recent generations in The UK have higher pension 

income than previous generations. However, the pensioner’s income trend is slightly decreasing from last 

couple of years (2009 and afterward) partly due to the economic recession in the whole European Union and the 

UK as well. 

VII. Trend in Old Age Poverty 

According to a report of Royal commission Britain at the end of ninetieth century, a vast majority of working 

people in labour market were ‘fairly provident, fairly thrifty, fairly industrious and fairly temperate’ all over 

their working lives but more than a third of them became miserably poor in old age and had to depend on on 

Poor Law financial assistance to get rid form their absolute destitution (UK Government, 1895: lxix). At the end 

of twentieth century, the second national report on the United Kingdom for the European Commission 

Observatory on Ageing and Older People stated that around 30 percent pensioners of all forms had incomes at 

or below the country poverty level, and those older people became a large proportion of the ‘socially excluded’ 

(Walker, 1992: 64) Equivalised. According to Department of Work and Pension (2012), over the last decade, the 

proportion of pensioners living in low-income households was declined sharply from 29 percent of all 

pensioners in 1998/99 to 17 percent in 2005/06 and no further reduction was happened between 2005/06 and 

2008/09. By all government poverty measures, the pensioner’s poverty rate has dropped under the Labour 

government since 1997 and this has increased the annual spending on pensioners by £11 billion per annum 

(DWP, 2005). There is no official poverty line in the UK. The most commonly used measure of poverty in 

developed nations and the UK as well is the proportion of the people those have less than 60 percent of 

equivalised median household income either After Housing Costs (AHC) or Before Housing Costs (BHC). 

The equivalised contemporary median household income measure represents a declining trend in the percentage 

of pensioners living with poverty since 1994/95 (Figure 5). Figure 5 reveals the percentages of pensioners 

falling below 50%, 60% and 70% of equivalised contemporary median household income. In 1994/95, the 

proportion of pensioners drop below 50%, 60% and 70% of contemporary median household income threshold 

were 11%, 28% and 40% respectively. By 2010/11, these proportions had fallen to 8, 14 and 24 percent 

respectively.   
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Figure 4:  Percentage of pensioners falling below thresholds of equivalised contemporary median 

household income (AHC). 

 
Source: Department of Work and Pension (2012) 

Further, the old age poverty gap by gender has been also declining since the mid-1990s. For instance, in 

1994/95, the percentage of pensioners living with household below the 60 percent equivalised contemporary 

median household income by sex was 31 percent for female and 24 percent for male. By 2010/11, the gender 

gap in living with household below the 60 percent equivalised contemporary median household income 

threshold reduced to only 2 percent; 15 percent for women and 13 percent for men. Thus, for older people today 

in The UK not only have higher economic capability to live beyond the poverty line but also there exist a 

minimum gender inequality in terms of poverty. 

VIII. Conclusion 

In the whole discussion, this essay has compared the main determinants and indicators of financial well-being of 

older people in the UK today and the previous generations over the last century. At the beginning, it has 

discussed little about the demographic transitions and its implications on the economic standing of older people 

in the UK. The compared evidence from the main discussion revealed that older people today in the UK are 

financially better off than previous generations in regard to participation in labour market, contribution to the 

comprehensive pension schemes, incomes from pension schemes and old age poverty rates. Although, at the 

beginning of the twentieth century, older people and out of work was synonymous with becoming and 

remaining poor for all except for few middle class and upper class. However, after a century long shift in the 

active labour force participation of older people along with growing proportion of retirees, out of labour market 

does not heralds poverty and economic dependency but instead a new stage of life course with ‘active and well-

resourced leisure’ (Johnson, P., 2004: 29). Particularly, the rapid growth in the pensions’ income and 

participation of older people in the labour market after the state pension age since the mid-1990s enhanced the 

economic condition of the today’s older people in the UK. This is reflected in the old age poverty rate which has 

been declining in a faster rate from the beginning of last decade. All these events demonstrated that the 

economic standing of the older people has been improved to a great degree over the last century and particularly 

the older people in the UK today are financially in a better position compared to previous generations. However, 

this financial position of older people in the UK may not sustain in the coming years due to rapid ageing and the 

recent recessions in the EU countries.  
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