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Foreword

For women like me in their fifties and beyond the world is very different in many important respects
from the one we grew up in, because so much has changed over our lifetimes. Women'’s lifestyle
choices have greatly expanded — for most if not all of us — something for which | for one am
extremely grateful, even if the idea that ‘women can have it all’ has sadly been largely debunked!

One of the most obvious differences is that many more women are in employment than in earlier
years and, as a result, the degree of financial independence women typically now expect has
substantially risen. Because more women are working, greater numbers have their own private
pension provision too; however, since so many women combine part-time working with time out to
bring up children and/or care for older relatives their private pension provision is usually quite
modest. For this and other reasons it is always important to remember that for most women, and
indeed for many men too, their State Pension will still be their main source of income once they
stop working.

What happens though when retirement approaches and actually arrives? How do women fare
financially once they reach this new stage in life? If they live with a husband or partner, who does
what in terms of paying general living costs and other expenses, and how is this division of
expenditure negotiated? How are different sources of income used by retired women, including
their State Pension? And crucially, what particular challenges do women encounter when it comes
to financial matters in retirement, and what can we do to help them overcome them?

These are the kinds of questions that this report asks and seeks to answer — against a context, of
course, in which pension policy has also undergone enormous changes, especially in recent years
with the changes to the State Pension and with the ‘freedom and choice’ reforms to private
pensions. Encouraged by organisations including Age UK, policymakers have recognised the
transformation in how many women live their lives and have acted to flex pension policy; for
example, the recent State Pension reforms help women who take time out to care to sustain their
entitlement to a full pension. However, have these adaptations gone far enough to prevent women
from being unfairly disadvantaged in some situations? And has the public’s understanding kept up
with all the changes to pensions and their implications for their own financial fortunes later in life
and, if they haven’t, what needs to happen to help everyone get up to speed?

The focus of this report is therefore highly relevant to many millions of us, and it would be hard to
exaggerate how much impact the issues it investigates potentially has on the quality of life people
— women especially - experience once retired. I'm delighted that Age UK is contributing to such an
important area of policy and practice where despite the flurry of reforms in recent years there is
still clearly more to do.

Caroline Abrahams, Charity Director, Age UK
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Summary - findings and recommendations

“l had a letter and discussed with husband. | want to take the money and let’s have a
good holiday and he said no | don’t think we should do that, let’s wait and see. If it were
up to me, | would have the holiday. It was a good amount for a really good holiday. But |
go by his final decision. When it comes to money | can be a bit more reckless and he

can be more cautious. It’s just how | am with him.”

Focus group participant, 62

Main findings

Household decision-making: In our survey of people aged 55-70 and living with a partner, 70
per cent of women and 66 per cent of men told us that they pool at least some of their
income. This makes sense for households on a restricted income and is a good platform for joint
decision-making. Conversely, 25 per cent of women and 28 per cent of men keep all their money
separate.

Among couples aged 55-70, most of whom are retired, household decision-making is largely
collaborative. The overwhelming majority of people (96 and 97 per cent of women and men
respectively) consult their partner before taking a previously undiscussed decision.

However, even where couples say they take joint decisions, this does not mean that women
are operating on an equal footing. Although many of our focus group participants were very
happy with their household arrangements, collaboration or pooling income does not necessarily
mean that:

e Both partners have equal weight in the decision-making process
e The household has sufficient income to make choices that please both partners
e Men are giving full consideration to their partner’s contribution

Rather, our research suggests that it is being the ‘breadwinner’ that can lead one partner to
take control. This is only indirectly related to gender i.e. it is having the greater income rather
than being male per se that is important.

Even when people say they pool their income, we found that many women in our focus groups
told us that they retained their private pension savings for their personal use. From our
discussions with older women, it is clear that individual private pension saving is very
important for women’s economic independence, and for retaining a sense of personal
identity. Yet in practice, many women (and indeed men) do not earn enough for complete
financial independence.
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Some degree of income pooling and collaboration is therefore a necessity for many
households.

There is strong evidence of gender-stereotypes when looking at decision-making by
purchase category, reflecting gendered roles within the household. For example, 58 per cent of
women say they take decisions about grocery shopping, compared to just 13 per cent of men.
Men are more likely to take decisions about ongoing commitments and major financial products.
The full results are shown in Table 2.3.

Given that many older women would struggle financially if they were completely reliant on their
own resources, the mostly collaborative approach to household finances is to be welcomed
and, through giving access to their partner’s (often higher) pension, can improve help
improve financial outcomes for women in later life. However, it does not mean that everything
in the garden is rosy. While no tension may ever arise between household need and individual
financial security, and she can enjoy a form of domestic risk-pooling that cushions the impact of
retirement if her pension savings alone are too small, this is a precarious arrangement. If there is a
negative shock such as divorce, it is the female partner who bears the higher financial risk.

While being conscious of the need to plan for an independent future, many women in our focus
groups were caught between concern for their own long-term financial security, immediate
household need and wariness of rapidly evolving priorities.

Expenditure: among all households, analysis of the Living Costs and Food Survey finds that
spending on different product categories was largely in line with gender stereotypes. Over
60 per cent of spending on food, children and gifts was done by women; for holidays, recreation
and motoring, it was done by men. Utility bills, rent/mortgage and alcohol were largely shared.

Of the 25 and 28 per cent of women and men respectively who do not pool any income, men
are more likely to spend their own money on the household, even on ‘essentials’ like
groceries, which in other households would typically be purchased by women. This is likely to be
because they have the larger private income, hence are the ‘breadwinner’. However, women in
households that do not pool income were more likely to spend money on supporting the
children and grandchildren, which risks disproportionately high spending of their own money on
helping family, with possible long-term consequences for their income.

The State Pension: this remains a vital source of income for the majority of households,
particularly those in the lower-mid income brackets. The new State Pension for people reaching
State Pension age from April 2016 onwards will improve pension entitlement for some women.
However, broadly speaking, it is based on an individual’s contribution record and, unlike the old
system, does not have provisions for people to claim based on their spouse or civil
partner’s contributions. This may cause particular difficulties for women approaching State
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Pension age who have not build up their own full contribution record, and had expected to be able
to claim on their husband’s record in the event of bereavement.

Priorities for using private pension income: both men and women generally use or intend to
use their pension income for general living costs — 58 per cent of women and 62 per cent of
men viewed this as their top priority. ‘Enjoying myself / treat the household’ was the next most
common priority (13 and 19 per cent of women and men respectively). In addition to these, when
asked about their top three priorities, over half of survey participants reported ‘save for nothing in
particular’ and over a third that their pension is a ‘safety net'. Interestingly, reasons like ‘health or
care-related costs’ and ‘paying off debt/mortgage’ were considered low priorities.

There are very few gender differences concerning the expected use of pension income.

Some issues emerging from the freedom and choice reforms are likely to place women at
particular risk. For example, women are likely to live longer but have a smaller pension to use,
which makes spending at the appropriate rate even more important. Other issues include the risk
of paying too much tax on pension withdrawals, and losing the right to a spouse’s pension if your
partner transfers their pension from a defined benefit (DB) scheme (where this is offered
automatically), to a defined contribution (DC) scheme which does not. On the plus side, if one
partner dies any money in their drawdown account can be passed on — under the previous regime,
annuitised money would usually have been lost.

Divorce: divorce rates for 60+ women are low compared to the overall rate, but across their
lifetime many women have been divorced. Of women born in 1955, nearly a third had been
divorced by age 60. This raises a number of significant issues for pensions:

e Pensions are rarely included in divorce settlements, leaving women potentially poorer in
their retirements. Research by Scottish Widows found that 71 per cent of couples do not
discuss pensions at all.

e There is no automatic right to know your partner’s pension value at divorce.

e Scottish Widows also found that 16 per cent of women actually lost access to a pension
when they got divorced. This echoed our focus groups, where we encountered two women
who, when married, had paid into a joint account, which in turn was used to pay into a Self-
Invested Personal Pension (SIPP) in their husband’s name. On divorce, pensions had not
been considered, their husband had taken the SIPP and they had lost everything they paid
in.

e Women are likely to be the losers when pensions are not considered, and many people we
spoke to identified this as a problem.

This is important because it compromises those now aged between 57 and 62 — all of whom may
potentially be accessing their private pensions imminently, or have already recently done so under

6
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the ‘freedom and choice’ reforms. It is vital that sufficient advice or guidance is provided to
minimise the risk of poor decisions being taken, and reinforces calls for a proper opt-out
system of default guidance.

Bereavement: women typically outlive their partner, which brings further challenges. When
bereaved, this might not only mean adjusting to a lower income, but also taking charge of some
household spending decisions that they previously may have had limited involvement with, for
example making major financial decisions.

Our survey suggested that three quarters of men thought that their DC pension offered a
benefit to their spouse following their death. This is potentially a serious misconception, as any
such benefit is not paid automatically, and if the finding is correct, many women could find they
have less money once bereaved.

Recommendations

e It should become compulsory to at least consider pensions as part of the divorce
process, through introducing a strong ‘nudge’ to include them in the settlement. For example,
both parties could be compelled to sign a declaration that they are aware of their pension and
have considered dividing their pensions, even if they do not proceed.

e People accessing their DC pension (or transferring out of a DB scheme) need a greater
understanding of death benefits. We were alarmed by the seeming assumption among men
with a DC pension that their survivor would get a pension, and believe greater clarity is needed
about what happens to death benefits. This should be promoted through Pension Wise and in
other communications.

e Better budgeting tools should be introduced and promoted to help minimise the long-
term impact of gendered spending. If women spend too much of their own pension on
groceries or the children, this can lead to a reduction in their own financial security, particularly
if they are bereaved later on.

e Individual pension saving is important for women'’s financial independence and their identity in
retirement. We believe the threshold for automatic enrolment (AE) eligibility should be
lowered to match the National Insurance Primary Threshold, currently £8,424 a year, and
that multiple jobs should be included. These reforms would bring more women into pension
saving. The Government should introduce these reforms as soon as possible.

¢ Women are more likely than men to take on caring responsibilities, which has an impact on
pension saving. The Government needs to bridge this gap, and we believe that a Carers’

7
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Credit for private pension saving, similar to that already in place for State Pensions,
should be introduced as soon as possible.

There is growing evidence that many people are struggling with at-retirement product
decisions. We believe it is more important than ever to develop suitable guided product
pathways that can help women (and men) derive a decent income throughout their retirement.
Similarly, ensuring the reach of pensions guidance should be extended by a system of
defaulting savers, on an opt-out basis, into Pension Wise. We uncovered further evidence
that women are less likely than men to seek financial advice, making this all the more
important.

As the DWP and FCA acknowledge, there has been little innovation in the retirement income
product market for savers with low and mid-value pensions. This is more likely to affect
women, who usually have smaller pension pots. We believe The FCA and the Government
need to take bold action to spur innovation, including allowing NEST (the Government-
backed workplace pension scheme) to offer income drawdown products to the wider
marketplace.

The State Pension remains the main source of income for many retired households. We are
concerned that the loss of derived rights may impact on many women once they are bereaved.
The Government should contact people individually to inform them of changes that will
affect their future State Pension entitlement.

Many women have found it very hard to cope with the recent increase in women’s State
Pension age (SPA) from 60 to 66, and as SPA continues to rise, this will have a particularly
significant effect on people who cannot continue to work because of caring or long-term
unemployment. Some people should have early access to State Pensions, including people
within three years of the State Pension age who are claiming Employment and Support
Allowance (ESA), are carers, or are long-term unemployed. These groups face particularly high
barriers to getting back into work.

With a rising State Pension age, most people still have many years to work and prepare for
retirement. The Government has already committed to rolling out some form of Mid Life
Review, and we believe that the Mid Life Review should include pensions and retirement
planning alongside guidance/advice aimed at helping people keep working, and tailor
part of this session to issues particularly affecting women.

Data to measure the impact of the pension flexibilities is currently inadequate. The Office for
National Statistics should develop a suitable and sustainable framework for evaluating
the effect of pension freedoms. This should look at individuals’ total savings across pension
types (and possibly other sources of wealth and income as well), and how they access and
use their pension wealth over time.
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01 Introduction

There have been a considerable number of research and policy reports looking into women’s
experience of saving into a pension, and particularly the gendered savings gap that affects
women. There are a host of issues compromising women’s ability to save adequately for
retirement, from the gender pay gap in the workplace to the likelihood of leaving work or reducing
hours because of motherhood or caring responsibilities.

In this report, we are moving beyond saving and into retirement. We examine spending and
decision-making processes among women living in couple households, and among those who
had been expecting to do so in their later life before divorce or bereavement waylaid their plans.
We were patrticularly interested in the dynamics of how women’s pension income was viewed,
and whether they were particularly disadvantaged by having lower savings than men (which is
often the case).

We look at decision-making processes and actual expenditure (who pays for what) separately, as
this helps get under the skin of how couple-households really operate.

Household decision-making

In 2015 the Government introduced a new policy of ‘pensions freedom and choice’ which
removed any requirement for pension savings to be turned into an income. This has opened up
new possibilities for using pension wealth. However while people save individually, if they live in a
household then financial decisions about how they use those savings are often more complex.

We try to uncover how decisions are made under such circumstances, and generally we find that
a significant majority of older households pool their income and take spending decisions jointly.
This suggests that in terms of day-to-day living, the impact of having a smaller pension fund is
moderated. Even though responsibility for spending is sometimes quite gendered, for example
women are more likely to buy the groceries, where all decisions are taken on a collaborative
basis this seems less problematic — particularly as by-and-large men’s and women’s spending
priorities are the same.

However, while this may be fine in a ‘model’ household, even where decisions appear to be taken
jointly one partner can be left worse off in the longer-term, for example if they disproportionately
use their own money for buying groceries or spending on the children — which is typically the
case for many women. So it’s not simply a case of ‘all's good and well’.

There are of course also a significant minority of older households where money is not pooled,
and while this may be no cause for concern if both partners are financially secure, more
investigation is needed to shed light on what it means in practice, particularly for households
where one partner has very few financial resources of their own.

The impact of divorce and bereavement
For many women the real problems emerge once the household breaks-up, through divorce or
bereavement. This can leave women particularly at risk — often they have planned a jointly-
financed retirement, and there can be a significant shock when this does not materialise. For
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example, we encountered two women in our focus groups who, instead of saving into their own
pension, had paid into their husband’s Self-Invested Personal Pension (SIPP) via a joint account,
and had lost the lot when they got divorced. Automatic enrolment into individual workplace
pensions may encourage future generations to build up their own pension pots, but there is still a
significant risk that women will be the ‘loser’ when divorce occurs. More needs to be done to
ensure pensions are divided fairly on divorce.

This report explores the range of experiences and later-life factors that women may have to
balance when deciding what their private pension savings are used for, especially when those
savings are limited. And it considers what this means for pensions policy at a time when the UK
is in the middle of a major shift in pensions culture: away from a world of defined benefit (DB)
pensions providing income certainty on a household basis but little flexibility, to one of
individualised defined contribution (DC) ‘pension pots’, which provide flexibility but very little
security.

Improving pension outcomes

By exploring these issues, Age UK hopes to encourage debate about how well the DC pension
system meets the needs of women at retirement; what can be done to help improve planning and
budgeting throughout later life; and identify areas for new thought and research. We also believe
that, as the new ‘freedom and choice’ reforms bed in, looking at the potential impact on women in
particular will be extremely important for policy-makers. This is not just because we are
concerned about the ‘gender pensions gap’; but also because looking at how the pensions
system meets the needs of women who tend to have lower savings, we may also learn more
about how the system could work better for everybody, regardless of gender, on a low income.

Women and the small pension problem

It has been well-documented that women have lower levels of pension savings than men, for
various reasons including the gender pay gap and historically lower levels of participation. The
consultancy firm Mercer estimated that the ‘gender pensions gap’ stands at about 40 per cent. !

Among people coming up to retirement (the current 50 to State Pension age (SPA) cohort), there
is still a reasonable ‘protection’ against the potential negative outcomes associated with DC
saving. The Pensions Policy Institute have calculated that the majority of people with ‘some DC’
and ‘moderate DC’, who perhaps are most at risk of harm from poor choices, also have a
considerable amount of DB saving. The chart below from the Pensions Policy Institute shows this
breakdown? (note it is for both men and women, figures are not available for women alone).

For a detailed look at women’s pension saving and future income adequacy, please see the
Pensions Policy Institute’s report ‘The underpensioned 2016’, available on its website.3

10
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Those with high levels of DC savings are less likely to have DB entitlement

Groups divided by 25" percentiles of DC savings and shaded by level of DB entitlement (people
aged 50 to SPa in 2018 at their individual SPa’s)

ENo DB

Some DB Some DB

m Considerable

B Considerable DB DB

Moderate DC

ENo DB
ENo DB

Some DB Some DB

491,750

m Considerable

DB m Considerable

DB

Today’s full State Pension of around £8,500 per year is unlikely to be enough for the type of
retirement most people hope for. As DB schemes decline* and automatic enrolment nudges
many more into DC saving, the amount people are saving in their DC pot® — and how they
ultimately decide to use it — will become an increasingly large determinant of the standard of
living they get to enjoy in later life.®

For today’s women retiring with DC savings, the median amount is just £10,000 compared with a
male saver’s pot of £22,000 at the same age.’ Research by the Pensions Policy Institute shows
that around 2.7 million women are currently excluded from auto-enrolment into DC schemes
because they earn under the £10,000 threshold.®

The inequality contributes to unequal retirement outcomes: among pensioners, women’s risk of
poverty in retirement is greater than men’s - and 17 per cent of retired women are living in
poverty compared to 14 per cent of men®. In addition, as women vastly outnumber men in older
groups age there are many women more living in poverty than men —1.1 million compared to 0.7
million. Going forward, although we know that the new flat-rate State Pension is likely to help
reduce the numbers of women in poverty and automatic enrolment will mean more women reach
retirement with private pension savings, the gender poverty gap is likely to take many years to
narrow.

Furthermore, women typically retire younger than men — at an average age of 63.6 compared to
65.1, meaning there is less time to save and that their pension has to last longer.1°

Given the risk of even higher numbers of women reaching retirement with inadequate DC savings
in future, it is important to understand as much as possible, not just about why women are saving

11
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less in the first place, but also about how they make use of the savings they have once they get
to 55.

Household versus individual retirement

Most retirements in the UK are joint: around 73 per cent of women aged 55-64, are living in a
married or cohabiting couple!! and there is a strong tendency within UK couples to retire together
or not far apart. The Institute for Fiscal Studies found that the rise in women’s SPA from 60 to 61
caused a 5.4 per cent increase in female employment rates and a 4.2 per cent rise in their
husbands’, higher than one would expect if decisions were taken independently.'? This suggests
men’s and women'’s financial decisions in or near retirement are more likely to be taken jointly.*3

For a woman in a relationship where retirement resources are shared, no tension may ever arise
between household need and individual financial security — she can enjoy a form of domestic
risk-pooling that cushions the impact of retirement if her pension savings alone are too small. But
this is a precarious arrangement. Women can expect to outlive a male partner of a similar age by
around three years, and longer for the many with older partners,'# while increasing numbers of
unmarried cohabiting couples, and single-sex and transgender relationships have thrown into
doubt some of the old certainties about who gets a pension from whose earnings.

Female population aged 55+
living in couples

in England and Wales in 2016
100%

90%
80%
70%

60%
50%
40%
30%
20%
10%

0%

55-59 60-64 65-69 70+
B Women living in a couple B Women not living in a couple

Figurel: Office for National Statistics, Population estimates by marital status
and living arrangements 2002 to 2014 (released July 2015)

Mirroring these social trends, pension provision in the UK has also been individualised, through
DC saving without automatic death benefits. The State Pension is based on individual National
Insurance contributions and credits, and workplace pensions on individual earnings. And pension
savings policy is based on inertia with an emphasis on outcomes for individuals and
individualised retirement planning: there is little left of household financial strategies.®

12
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Yet it seems that public understanding is lagging behind this shift. As part of our research for this
report, we surveyed 1,010 people aged 55-70 and living with a partner (see Section 2), including
about their perceptions of DC saving. The findings have given us cause for concern — 75 per
cent of men with a DC pension believed it included a financial benefit for their partner or
dependents in event of their death. 68 per cent of women thought similar. This suggests many
people think their spouse will automatically get an income later on, when in reality DC pensions
do not automatically provide for this. To be clear, this survey does not mean all of the 75 per cent
misunderstand — some may have already chosen an option that does provide for their spouse, or
may be confusing their DC and DB pensions — but it suggests that in future many bereaved
women could be living on less income than they previously expected. We recommend
further investigation by the Government and relevant authorities.

So how does this apparent conflict between the household reality of most UK retirements and the
individual emphasis of the private pension system play out for women, when it comes to deciding
how to use them?

Methodology

In this report, we examine what is known about how women’s pension pots are treated in the
context of a household retirement, with a particular focus on DC pensions. We have drawn from
existing research, analysis of household spending data from the Living Costs and Food Survey,
and focus-group discussions with women aged 55-70 to pull together a picture of the factors
within married or cohabiting households that determine women’s later-life economic behaviour,
and influence their withdrawal decisions.

We conducted focus groups with 22 women from different

household backgrounds, comprising: Main source of pension income

(actual or expected) of focus group
participants

e 5 women who had already retired but not yet used '

any of their DC savings; DB

e 7 women who had already retired and used some or

all of their DC savings;
e 7 women who were still in paid work, or were looking

for paid work, and not yet used any of their DC savings; and
e 3 women who were still in paid work and had already used some or all of their DC savings.

State
= DC

= Unknown

Participants were from Greater Manchester and London, and all had (or have used) DC pension
savings, and some also have (or have used) additional personal pension provision through a DB
scheme or schemes. Two participants had also taken out personal pension schemes.

The Pensions Advisory Service (TPAS) also kindly provided us with several examples of the
issues faced by women, some of which are included throughout this report.

13
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They are colour coded as follows:

Quotes from Age UK Individual’s stories, Quotes provided from

focus groups drawn from in-depth
interviews with

the Pensions Advisory
Service (TPAS)

We also commissioned ComRes to undertake a survey of UK adults aged 55-70 who were living
with their partner, with the aim of understanding more about retired couples’ attitudes to spending
and managing their income with 1,010 people participating. The results of this polling are mainly
included in Section 2 (“Household realities”). We asked people a range of questions including:

e whether they pool their income or keep it separate
e which partner purchases which items, and how decision-making processes work
¢ what their individual spending priorities are for their retirement income

For background, we also asked people what was the estimated value of their defined contribution
(DC) pots at age 55 (Chart 1.1). Interestingly, the most common answer was that people did not
know — which applied to women more than men (34 and 28 per cent respectively), and indicates
some degree of disengagement with pension saving. Among those women who did know, about
half said they had under £40,000, compared to approximately one third of men.

Chart 1.1 — estimated value of pension pot(s) at age 55 of those with at least one DC pension

40%

35% 34%
o

30% 28%
26%
25%
20%
16% 16%
15%
11% 11%11% 11% 10%
10% 7%
5%
il =
0%

Upto £20,000  £20,001 - £40,001 - £60,001 - £80,000+  Don’tknow
£40,000 £60,000 £80,000

B 'Women M Men

Chart 2.2 shows the proportion of people in the survey, by self-reported income band. It should
be noted this is household income, so does not imply that women have higher incomes than
men. It makes no distinction between earnings from work and pension income, and is included
for guidance as to the household circumstances of the respondents.
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Chart 2.2 — total household income of survey participants
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02 Household realities

“Women’s pensions aren’t good for a lot of reasons, women are generally in lower paid
work, part time work, they take breaks for caring. I’ve got three different pensions, and
all of them are small pots cos you’re having to move all the time...lI personally feel like
that’s disadvantaging me cos I've got bits of things that aren’t going to add up to what |

would have had if I'd have been a man working right through.”

Focus group participant, 57

Although we know a lot about how these differences in life course influence male and female
pension savings behaviour, less is known about how a woman’s later-life economic identity might
be rooted in the household, and how that carries over into her pension spending decisions. How
does the household influence a woman'’s later-life economic activity? What are the gendered
roles and responsibilities she undertakes, and how do they influence her financial priorities after
age 55?

Recent analysis of the working histories of men and women now fully retired shows the extent to
which female economic identity is rooted in the household — 54 per cent of women had a working
life dominated by caring responsibilities, while only 20 per cent had a mostly full-time working
pattern. This is to be contrasted with 83% of men working mostly full-time throughout their
working lives.®

Figure 2a, Labour market histories at age 55 or over, of men and women born 1920-49
Full-time very Men Women

early exit, 13% _\
Other, 4%

N\

Mostl

Ca

Mostly part-

Family carer -
time, 8%

to full-time |
(long break:
12 years),
16%

Full-time very
early exit, 9%

B
Y

to pa

(medium Mostly non-
break: 7 employed,
years), 18% 10%

Source: The Wellbeing, Health, Retirement and the Lifecourse Cross-Research Council Consortium, Project Report, 2017

The next few sections look at decision-making and expenditure. Section 2.1 explains the Age UK
polling and the headline figures of income pooling; Section 2.2. focussed on decision-making
processes; and Section 2.3. on who spends money on what.
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2.1 Organising household finances

This section looks in more detail at decision-making processes and the organisation of household
finances.

Income pooling

The majority of respondents to our survey — 70 per cent of women and 66 per cent of men — said
they pool some or all of their income. Only 25 per cent of women and 28 per cent of men keep all
their money in separate bank accounts (Table 2.1).

Table 2.1 — proportion of women/men pooling income

Net pool Pool all Pool some Keep income | Either partner
income income income separate has no income
Women | 70% 50% 20% 25% 5%
Men 66% 49% 17% 28% 6%

This reinforces academic studies that have shown a trend over time towards greater income
pooling (and both partners contributing to costs when pooling does not occur.)!? 18

However, these pooling results cannot be taken at face value. Most women in our groups — even
where they also claimed they pooled all their income — maintained their own bank account, which
they regarded as being “mine”, and used for personal enjoyment. Often, it was their DC pension
pot that they saw as serving this purpose. This
emphasises the importance for women of
individual private pension saving for retaining
economic and social independence in retirement.

“I’'ve worked 40 years, with one or two
breaks, and my private pension is
nothing. Absolutely nothing. | feel like
a second-class citizen.”

Focus group participant, 63

Collaboration
Through our focus groups we found that many couples organise their finances on a collaborative
basis. Our polling also highlighted this consultative nature — responding to the question ‘if you
want to use your combined income for something not previously discussed, do you consult with
them [your partner] first?’, 96 per cent of women and 97 per cent of men ‘always’ or ‘sometimes’
consulted.

Interestingly, men stated they were more likely to ‘always’ consult (Table 2.2).
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Table 2.2 — how often do you consult with your partner before taking a previously
undiscussed decision?

Net consult Always Sometimes Never
(always or
sometimes)
Women 96% 53% 43% 2%
Men 97% 75% 22% 1%

Combining the survey with our focus groups, we can draw several inferences about the decision-
making process in couple households. Pooling income leads to discussions within households
about how spending takes place (most often for larger or longer-term purchases), often combined
with delegated responsibility for taking decisions about different items (see section ‘Spending
decisions by category’ below).

The approach demonstrated in the quote below was typical among focus group participants:

“l had a letter and discussed with husband. | want to take the money and let’s have a
good holiday and he said no | don’t think we should do that, let’s wait and see. If it were
up to me, | would have the holiday. It was a good amount for a really good holiday. But |
go by his final decision. When it comes to money | can be a bit more reckless and he

can be more cautious. It’s just how | am with him.”

Focus group participant, 62

Behind the survey’s headline figures of high levels of income pooling and collaboration, there are
a myriad of different experiences. While the ‘model’ household of an equal partnership does
exist, and the majority of our focus group participants stated they were very happy with their
arrangements, there is often more to collaborative decision-making than meets the eye.

For example, it does not necessarily mean equal weight for each partner in the process — for
example, the participant in the quote below viewed her financial relationship as broadly
collaborative, but relied on her partner for all the day-to-day money management:

18



o
ageuk

Love later life

“We discuss decisions but | just leave it up to him. I’'m a bit lazy like that, I’ll just say
yeah whatever you think because | trust him, it’s works for me and he’s very good.
Apart from, | buy my own clothing, family gifts he leaves that to me, that’s personal
spending. | have my own money so it’s up to me. He’d rather leave that to me. Other

than that, he sees to everything. | just rely on him too much really. He makes sure all
the bills are paid and | just leave it to him.”

Focus group participant, 62

Furthermore, many couples are taking decisions jointly but with a low income. This means that
hard choices have to be made, and where a higher proportion of household income is spent on
groceries — where women typically do the shopping. There is a risk this can leave the female
partner disproportionately worse off, especially if they also use some of their private resources to
‘top up’ household budgets.

Decision-making by product category

We asked people who pooled some or all of their income who usually makes spending decisions.
Women are more likely to consider they make joint decisions, although there are clear gender
differences in different categories.

Table 2.3 —summary —who usually makes spending decisions? By product category

Women Men

Me Partner Joint Me Partner Joint
Groceries 58% 1% 40% 13% 26% 61%
Large financial 16% 4% 80% 40% 1% 59%
commitments
Utility bills 30% 6% 63% 51% 4% 45%
Special one-off 14% 2% 84% 11% 3% 85%
purchases
Major financial 17% 5% 71% 34% 1% 61%
products

Spending decisions on groceries

In keeping with lots of other research, we found that women are more likely to make decisions on
the grocery shopping than men. 58 per cent state it is they who does this, compared to 13 per
cent of men. Men are more likely to think it is a joint decision (61 per cent), but only 40 per cent of
women agree the decision is jointly made.

Large financial commitments e.g. insurance, internet or television
This is a male dominated area, with 40 per cent stating they usually take the decision alone,
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compared to 16 per cent of women. The majority of couples, however, take a joint decision (80
per cent of women and 59 of men).

Utility bills
Again, as with other contract-based services, men are more likely than women to take the
decisions by themselves (51 compared to 30 per cent).

Special purchases e.g. holidays, appliances, home improvements
These larger one-off purchases are made jointly. 85 per cent of men and 84 per cent of women
agree they usually make a joint decision.

Major financial products

These are mostly purchased through joint decision-making (71 per cent of women and 61 per
cent of men believe so). However, where not done jointly women are only half as likely to take
the decision (17 vs. 34 per cent). Combined with findings that male decision-making tends to
dominate in large financial commitments and utility bills, this suggests that these may be areas
that women may find more difficult after bereavement or divorce — although a surviving partner of
any gender is likely to need a period of adjustment to dealing with financial decisions that were
previously taken by their partner.

This breakdown suggests that there is a significant amount of gender-stereotyped decision-
making within households. This may or may not be problematic depending on the nature of the
relationship and the long-term consequences, for example one partner not feeling able to make
their voice heard on financial decisions on a particular issue.

Being the breadwinner

The focus groups also gave a sense that being the main breadwinner leads to that individual
being the primary decision maker. This is not necessarily gender-based (at least in retirement),
but suggests that when earning a salary the higher earner will typically take the decisions, which
(owing to the gender pay gap) will typically be the male partner. This changing relationship was
referred to by women in our focus groups — once fully retired, especially where incomes are
pooled, there is greater equality. This anecdotal evidence is also supported by academic
research.19

There were several women in the group who exemplified the ‘breadwinner in control’ theory, for
example:
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“My husband retired last year, up until then, I left it all up to him. He keeps all the
records. But the minute | knew he was retiring, I’'m the one who’s 