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Today’s Roundtable

The roundtable is the official launch of the first part
of the “From Pensions to Payslip: Life Course
Impacts on Retirement Saving Among Low Earners”
series

This first report, Part One: Persistent Low Earning,
investigates persistent low earnings.

In this research

Low earning - means earning less than a full-time living wage.
Persistent - means being a low earner for an extended period.
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Introduction PPI

» Automatic Enrolment is due to expand its scope.

» Some Low Earners can and should save, while others cannot afford to
and may not need as much of a private pension.

> Low Earners are sometimes excluded from Automatic Enrolment.

» This project aims to identify what different low earners need in terms
of pensions, and what policy interventions may be necessary.
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Introduction PPI

» This first phase of the project looks at persistent low earning.
» We find that many low earners spend decades as low earners,
especially women, and that there are risk factors that can help

predict persistent low earning.

» We predict this by building a career “roadmap” for different groups
using the Understanding Society dataset.
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Definitions PPI

» Automatic Enrolment currently uses a trigger income of £10,000 p/a.

» However, many people earning above this could also be considered
low earners.

» This research mostly considers those earning less than a full time
Living Wage (£24,570 salary; £916.50 contribution).

» This research also considers one gender at a time.
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Persistent low earning increases with a higher threshold
for low earning
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Gender differences PPI

» Men and women are considered separately in this analysis.

» Men and women have different career trajectories and different risk
factors for low earning.

» Women are more likely to be low earners, and more likely to be
persistent low earners.
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Women are more likely to be persistent low earners
than men
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What contributes to low
earnings among women? PPI

» One factor that contributes to low earning among women is
motherhood.

» Another is low qualifications.

» There is some evidence to suggest that either factor by itself
increases the persistence of low earning.
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Motherhood increases the persistence of low earning
among women
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Low qualifications also increase the persistence of low
earning for women, as well as men
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What contributes to low
earning among men? PPI

» For most men, low earning is less common overall, and happens
most often at the beginning or end of working life.

» In the middle of working life, a key risk factor for men is self-
employment: at age 40, 41% of self-employed men are low earners,
compared to 16% of employed men.

» However, this is not a risk factor for persistent low earning: at age 40,
low earning men can expect 7.6 years of future low earning if they
are employed, or 7.3 if they are self employed.
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In the middle of working life, self-employed men are
more likely to be low earners than employed men
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Self-employed men and employed men have similar
rates of persistent low earning

14.00

z

:fg 12.00

3

» 10.00

z Expected

g number of

£ 600 future years of

> 400 low earning for

= °

: low earning

D men, by

(4]

% o 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50 51 52 53 54 55 56 57 58 59 60 61 62 63 64 65 employment
Current age of a low earner type

—employed —self-employed

www.pensionspolicyinstitute.org.uk



PENSIONS POLICY INSTITUTE

Other factors PPI

» Low earning is less consequential at very young ages than it is at
older ages.

» Having a partner was also investigated, but has little effect on
persistence of low earning.

» Other factors were identified as risk factors, such as disability, caring,
and geography, which need further research.
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Main takeaways PPI

» Some low earners, especially women, are likely to spend around 20
years of their career earning less than a full-time minimum wage.

» This can be predicted by motherhood and qualification level.

» Self-employment is a predictor of low earning, but not persistent low
earning in men.

» Predicting persistent low earning can help to estimate lifetime saving
capability.
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Chatham House

RO u n dta b I e Please respect the Chatham House Rule

Participants are free to use the information received, but
neither the identity nor the affiliation of the speaker(s),

® -
D I S C u S S I o n nor that of any other participant, may be revealed.
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