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Introduction

_Asigniﬁcant demographic shift, experienced by many economically developed countries at the
moment is an increasing aging population. Driven by increased life expectancy and declining birth
rates, this situation creates complex economic challenges and opportunities that need careful
consideration and demand policy consideration. This shift in demographic is taking its toll on the
economy and presented itself as the root of many issues. Recent figures show the magnitude in
which this nation is fading into an extreme elderly population. As of 2021, 18% of the total
population standing at 65 years old or older, with an increase from 9.2 million over 65’s in 2011 to 11

million in 2021? is evidence of the projection of a rise In coming years.

The aging population of the UK s a very real issue and shows no signs of slowing down due to
medical advances. This is a problem that may make it harder for younger generations as there is an
ever-Increasing number of loved ones to look after as they get old. Also retirement ages are rising.
Between 2010 and 2018 the state pension age for women rose from 60 to 65, so that it became the
same as that for men. Between 2018 and 2020 it then rose from age 65 to 66 for both men and
women. Between 2026 and 2028 it is due to rise to 67.3.

| This assignment will explore how the demographic shift leads to strains on public finances due to

@ susbfication® backgreund O

rapidly increasing demand for healthcare, a growing need for sacial care, the effects on the {abour

market, growth and productivity and challenges to the state pension’s sustainability. This assignment

s

am

{ will assess the impact of these issues on the UK economy.

' - Office for National S,
Ihttps: w,0fs.gov.uk/peoplepopulationandcommunity/bi hsandmarriages/aging/articl

heolderpopulationtivinginenglandandwalesin2021andchangessince2011/2023-04-
03#:~:text=2. from%2016.4%25%20t0%:2018.6%25.

3 ht_tng:[[lﬁ.gm.gugmc!eglﬁanned-lncrease-state-genslon-age-67-
630:™:text=Between%202010%20and36202018%20the,due%20t0%20rlse%20t0%2067.
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Chapter 1 — Impact on Health/NHS

Public Finance and Opportunity Cost

The UK’s current aging population situation is significantly affecting public finances, in particular
expenditure on healthcare. A steep increase in demand for medicines and general doctor visits from

the elderly population Is reported by The Office for Budget Responsibility®, suggesting that in turn,

@ the government spending an which will increase.?ri_sing from this shift in demographic is the fiscal

challenge of opportunity cost; the resources allocated to OAP’s healthcare may be diverted from
other key public servic_E’]F\_;glyslng the graph below, in 2022-23 the UK spent over £200 billion on
health and social care compared to education receiving roughly half the funding (around £110

billion) whereas in 1999-00, funding for both services was very similar (around £80 billion)®
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showing that there has been a significant increase in healthcare spending compared to education

and other public services. The IFS recognises struggles the government faces when deciding what

4 https://obr.uk/frs/fiscal-risks-and-sustajnability-july-2023/
* https://obr.uk/frs/fiscal-risks-and-sustajnability-july-2023/

5 hitps://www.gov.uk/government/statistics/public-spending-statistics-release-july-2023/public-
spending-statistics-july-2023
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issues need funding in the diverse needs of the population and reiterates that the aging population

significantly affects the sway of government spending on different sectors’.

A trend that may worsen this budget issue is that over 85s require a more than proportionate
amount of NHS spending to deal with health issues that come with old age. A study conducted by
Nuffield Trust reveals a significant increase in NHS expenditure per individual once they reach the
age of 50. However, those over 85 need significantly more health spending, reaching an average
annual spend of £7,000 for those in the '85 and above' age bracket®, The report adds that “medical
care for men in the 85+ group costs about seven times more than for the late 30s cohort”) This

\ “A e,()\“/\ demonstrates that with an aging population and better health provision, more people will enter this

age bracket so NHS costs in the future will need to rise significantly to provide healthcare for these

ane 6:91 peo@

impact on patients

The aging population’s increasing demand on healthcare directly affects patients and potential
patients due to the struggles of resource allocation and overall patient experlence®. The statistics
have already proven this, with the latest ONS survey revealing the snowball effect of increased
elderly population taking up the NHS time and money. ‘Among respondents seeking an NHS
appointment, 65% had been waiting for up to six months, another 12% for up to 11 months, and 17%
longer than a year. Around 70% of adults waiting for NHS treatment said the delays had a negative

impact on their lives'®,

Strain on the NHS caused by this surge in demand significantly worsens waiting times for essential
@ treatments and negatively impacts on the quality of care“.Ehe implications that these increased
waiting times have on older patients who are still working is great, leading to further economic
Qfelysis 2 strains such as, absence from onJOne fifth of all employees have had to reduce their working

hours as a result of being unable to go to work due to illness that they have had to wait longer than

7 hitps://ifs.org uk/sites/default/files/output url files/R143-Chapter3-new.pdf
8 More people are living longer: how much will it cost? | ICAEW

9 inst 0 f (health.org.uk

eople-are-living-longer-how- -will-j¢-

!! More than one million employees’ work impacted by NHS waiting lists, official data shows
{peoplemanagement.co.uk)
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—
@ expected to get treatment".@is may directly affect UK productivity. Taking sick leave results in
mc\ G?‘H'\ reduced business productivity, as well as affects service delivery, leads to client dissatisfaction,

o\ 5‘;{,‘2 diminishes mental health, and elevates stress levels. Without proper management or support, the

|associated risks, costs, and disruptions become ‘even more pronounced’!!, l

@ [_l;j aging population has also caused a trend of Jonger hospital stays with a very limited bed
capacity®. Due to this, a reduced number of beds strains healthcare resources, impacting NHS’s
a,%,s% overall efficlency. Average length of stay in hospital increased from 7.3 days in 2019 to 8.3 days in
2022 (13%)’ ™. This adds to the financial burden associated with prolonged hospital stays. The
combination of an increase of demand for both speclafised care and specific needs of an aging
population forms predicaments for the UK budget management®. To put it simply, there is a greater

need for hospital beds, which have halved over the past 30 years in England due to improvements in

_technologies and methods reducing the need for longer hospital sta\;‘_s -Another reason for this
reduction Is a shift in focus of the NHS in recent years, with more and more resources being spent on
mental health and disabilities'>. However, the current lack of beds may slowly improve as the
government made a commitment of building 40 new hospitals by 2030, a strategy that would

reduce the shortage significantly.

12 pMore than one million employees’ work impacted by NHS waiting lists, official data shows
(peoplemanagement.co.uk)

'3 https://www.health.org.uk/publications/long-reads/longer-hospital-stays-and-fewer-admissions
" https://www.health.org.uk/publications/lang-reads/longer-hospital-stays-and-fewer-admissions
15 https://www.kingsfund.org. uk/insight-and-analysis/data-and-charts/number-hospital-beds

16 https://commonslibrary.parliament.uk/hospital-bullding-in-england-plans-and-progress
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Chapter 2 — Pension Crisis

‘State pensions were introduced in 1948, but with constant increasing life expectancy they have
increased significantly as a percentage of GDPY. This has raised concerns about the sustainability of

our pension system as our increasing aging population shows no sign of stopping.

In 1948, workers could expect a 13.5-year state pension, starting at the age of 65, equivalent to 23%
of their adult life. The pension age stayed at 65, but in 2017 people could expect to have it for 22.8

years, accounting for 33.6% of their adult life?®,

@ "~ Figure 1.2: Proportion of adult life over 66, UK, 198120172
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State Pension Provision as a percentage of GDP rose from 3.6%-4.6% of between 1997-2016, with
current public spending on state pension now hovering around 12%. Although the population may
not be happy about having to work for longer, funding the pensions of an aging population has
meant huge increases in costs for the government, and a decision to reform the state pension in

2018, changing SPA to 66 for both men and women?®. Reports from the Government Actuary state

-[ vi W-
023#"' ext=The%200ffice320for¥20Budgetd20Responsibility,o ZOGDP%ZOIn 2 2F72.

womeni#:~:text=Men%20and%20women%20In%20the, quallfying%20age%20for% 20the%20benefit.
7
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that the SPA will remain unchanged for the time being, however, will increase from 66-67 in 2028
and then again to 68 in 2046

[]iiis aging population will worsen the UK’s dependency ratio. In economic theory the dependency

ratio Is the ratio of those who are not working, inactive and dependant to those who are in active

and employed. The is found by a formula comparing the number of under 15's and over 64's to the
rest of the working age population {between the ages of 15 and 64) using the ratio

population 0-15 + population 65+

/ population 15-64.

In theory, a low dependency ratio is desirable because it indicates that there are proportionally more

adults of working age who can support the young and the elderly of the populatio@

Although recent reforms maintaln short-term stability in the dependency ratio, there are major
concerns about what may happen after 2046 If there are no more SPA adjustments?. It is essential
for government finances for workers to work longer to be able to fund the state pension due to the

rising costs due to the aging population. Without an increase in SPA, pensions would be unaffordable

@ for the government to maintaln”,lﬁmis could cause increasing inequalities with low income workers

(,\Julag"i s 4

159

having to work longer as they can't afford to take early retirement whereas increasing the SPA

wouldn’t have the same effect on “richer” pensioners as they have private pensions and other
incoma

Every year the State Pension goes up with the ‘Triple Lock’ mechanism which is a commitment that
state pensions will rise by the highest of CPI, 2.5% or average earnings growth. This has raised basic
state pensions provision to 18.8% of earnings in 20222 up by 2% from when the triple lock was
introduced in 2016. The economic consequences of this are evident with a huge rise in public
spending on state pensions costing around £11 billion a year more than it would if the pension rose
“in line with earnings or prices since@l&is is a huge squeeze on public finances and means huge
opportunity cost in terms of spending on other important services. if the government were unwillling
to cut other budgets, then it means that they have to borrow more to fund state pensions, and this
means higher national debt and debt interest payments which could mean the government have

even less money to fund pensions] Despite this, pensioners are still struggling, questioning the future

3 hitps:/fwww.gov.uk/government/news/state-pension-age-review
2https://www.ons.gov.uk/peoplepopulationandcommunity/birthsdeathsandmarriages/aging/articles/livinglon
gerandoldagedependencywhatdoesthefuturehold/2019-06-24

2 https://www.pensjonsage.com/pa/Increasing-SPA-is-not-enough-to-tackle-UK-pension-crisis-CSFi.php

24 The triple tock: How will State Pensions be uprated in future? (parfjament.uk}

# The triple lock creates uncertainty for pension incomes and savers, as well as the public finances | Institute
for Fiscal Studies {ifs.org.uk)
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. of this policy. It may be the whole pension system needs to be changed, especially with a likely

change of government and therefore new ideas on how to fund the state pension in the future.

Our aging population also increases the strain on private pension pots, potentially leading to rising
premiums. Two thirds of people who retired in 2021 did not have enough savings to last their
lifetime, with the average pension saving of £366,000 in their pot and planning to spend around
£21,000 a year?. To combat this, the government put in place schemes like NEST, with auto
enrolment inltiatives which boost the number of people that have work pensions?. introduced in
2011, NEST has successfully boosted the number of work pensions in Scotland, with an increase from
46.5% in 2012% to 79% in 2021%°. However, a savings gap still exists as workers are not putting
enough into their pension savings®®, especially with people from minority ethnic backgrounds. White
British savers accumulating an average of £114,941 compared to a saver with ethnic background
with, £52,333%, neither of which reach the recommended £400,000 for comfortable, and easy
@ Ilfestyle”.]iot having enough pension provision could lead to a greater increase in pensioner
poverty in the future which has implications for future growth and inequality in the UK. Pensioner’s

o 1% (9 standards of living will worsen because they will be living longer with not enough in their pension to
| cover their costs of Ilvin_]

This lack pension provision is even warse in the gig economy where it has been uncovered that more
than two thirds of self-employed workers {69%) have no pension provision®® compared to around
@ 79% of employed workers“.Es the gig-economy has boomed over the past years and continuing to
rise, future large-scale inequality may occur. According to the ONS, one tenth of the UK’s population
¢ Y\AQQM’\ holds the majority of private pension wealth (63%) than the rest of the population combined. It was
\\ah Sis Z also stated that the top half of this 10% has a mean pension wealth of £637,500 compared to the
(3 bottom 5% who accumulated less than 1% of the combined top 10%%. These statistics show the

huge pension Inequalities that exist currently and with the gig economy rising, then it will only get

% https://wwwiinsider.co.uk/news/two-thirds-years-retirees-wont-23952632
? hitps://assets.publishing.service.govuk/media/5a7c7576e5274a559005a01c/nest-automatic-enrolment-call-

for;gvldence-resgonse pdf
L s://ww lonsscotland.or, sions-coverage-wont-be-sustalned-without-system-reform

p_o_t[.

» ://getpenfold.com/pension-gui do-the-self-employed-get-a-pension

u https:[[\_omw.gng.gov.uuemnlgymentandlabourmarket[peggleinwgt!;[ﬂorkglacegensions

35 s:/fwww.ftadviser.com/pensions/2022/06/20/gns-data-exgoses-sho -penslons-in |

9
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worse. Nearly half this sector of workers may have to rely on just State Pension as they have not

saved for a better retiremerE

Many would argue that increasing pension provision would solve all problems, however, higher
pensions may reduce capital investment and improvements in the UK'’s infrastructure. If soclety is
putting a higher percentage of income into pension funds, it could reduce the amount of savings

available for more productive investment, leading to lower rates of economic growth.

% hitps://www.unblased.co.uk/news/financial-advice/the-self-employed-pension-problem
10
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Chapter 3 — Effects on the labour market

@ ‘With the working age population already facing a decline due to tightening immigration from

4\\{@,\3 L

Brexit”’, an aging population will only exacerbate the loss of the UK's work force. According to ONS,
regardless of the migration rate, population aging will occur at a twice the rate under scenarios with

zero migration compared to those with high migration®.

Many over 50's left the workforce during Covid and was magnified by the huge number of this age
demographic due to the aging population®, This age group are highly skilled and have many years of
experience which cannot be replaced easily, creating an inelastic supply of said workers in an already
Inelastic supply of workers.l_lieconomic theory, an increase in demand for high skilled workers when
the supply of workers is inelastic would cause a more than proportionate increase in wage prices
(diagram1). Similarly, a reduction in inelastic supply would lead to higher prices compared to elastic
supply (diagram@ Both scenarlos would lead to higher wage push inflation due to the inelastic
nature of the supply of labour. John Lewis’ boss says that the larger numbers of workers leaving the
Jabour market due to their age is already contributing to inflation and that the government must
work hard to get these workers back into the labour market®. This is because the aging population is

pushing more workers into the 50+ age bracket and more of them are retiring early.

* John Lewis boss; Over-50s quitting the workforce fuels inflation - BBC News

11
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An aging population is contributing to labour shortages in many sectors as more start to retire at SPA
or take early retirement. For example, in the UK’s agriculture and real estate sector, over 40% of
workers are over the age of 50. Such a large proportion of highly skilled and experienced workers will
be very hard to replace once they reach retirement, posing huge recruitment and training challenges
@ for the next 20 years‘°.JXs there is a higher percentage of workers of an older demographic who are

. now retiring, a skill and experience shortage emerge within the workforce. These individuals hold
OGS :l'

s:.//www.cipd.org/globalassets/media/knowledge/knowledge-hub/reports/avoiding-the-demographic-
crunch-labour-supply-and-aging-workforce tcm18-10235.pdf

12
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21 ch\f:) ’

valuable expertise, skills, and knowledge crucial for various industries, particularly in specialised
sectors. Replacing them poses a significant challenge due to their unique skill set and time spent in

Industey*!, More of these experienced workers working alongside younger generations can be used

to harness useful skills and experience to address labour shortages and enhance overall productivltz.l

As employment rate of 55-64-year-olds in the OECD reaching a record 64% in the second quarter of
(27“2 _2_023, almost 8% higher than a decade ago, evidencing the success of this pollcy".Ethe UK,
employment rates for similar ages (50-64) have increased more than proportionately when

an 413 515 % | compared to the middle aged population, showing that the government is trying to keep this

experience in the labour market*,

Employment rates of people aged 35 to 49 years and
@ people aged 50 to 64 years, UK

Percentage
100

a8
%0 pniy

& __/’\ - 3549 85.8%

55.8%

40
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s e d

]
18864 1867 1980 1693]b) 1996 1999 2002 2005 2008 2011 2014 2017 2020 2023

gver-time-september-
20238:~:text=The%20employment¥%20rate%20for¥20people year¥20t0%2070.7%25%20in%202022.
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With this increase iIn older workers comes an Increase in the need to retrain to adapt to modern
| technology and techniques, costing resources and g’n—;e] Although there are economic advantages to
hiring older workers, a report by revealed that 39% of employers are less likely to recruit people over
@;6 with only 35% prepared to retrain staff of that age“.TE\is is worrying for the UK economy due to
\ Y‘A the change in demographic meaning that these unskilled elderly people, looking for employment is
o ajb 563 constir_\tly increasing, resulting in a hugely inefficient use of potential labour, and therefore stunting
d growt_h{The Government also back this up stating that over 50s are less likely to take part in

workplace training*s, which is what elderly workers need most to adapt in the modern labour

market.

These factors contribute to a decline in economic growth and are all caused by the aging population.
Aging reduces economic growth both through a reduction in the labour force and, in equal or greater
measure, by causing lower productivity*®. IMF research papers show how an aging population
negatively effects productivity because not only is the overall population aging, but so is the
workforce and therefore holding down productivity?’. Findings from the US National Bureau of
Economic Research state that a 10% increase in population aged 60 and over, reduces GDP per capita
E 5.5%, with an estimate of 0.3% loss in GDP per year due to this shift in demographlc“.[A_—l_though

this evidence was gathered abroad, the principles still lie true as the UK’s economy is affected in the

~ |same way, with a growing percentage of the population becoming 60 plus and therefore reducing
onalysis potential economic growm

As the aging population start retiring and leaving labour and skill gaps in the market, there is
increased demand for advancements in technology to fill this hole. This forces industries to seek
innovative solutions to maintain and/or improve productivity and efficiency through development
and increased automation, artificial intelligence, and robotics. Research conducted by Confederation
of British Industry suggests that 78% of business in the UK are investing in automation technology to

address labour shortages and improve productivity*>. Not only do these technologies solve the

labour shortages but also offer the opportunity to grow and gain efﬁciency‘“.[alerall, this could

“ hitps://www.personneltoday.com/hr/older-workforce-skills-shortages/
 hitps://assets.publishing.service.gov.uk/media/5d273adce52742a5862768fi9/future-of-an-aging-
population.pdf

“ https://www,caijxabankresearch.com/en/economics-markets/labour-market-demographics/impact-aging-
labour-force-and-productivity-six-one

¢ https://www.nber.org/system/files/working papers/w22452/w22452 pdf

“ hitps://www.cbj,org uk/media-centre/articles/38-of-business-report-labour-shortages-holding-back-growth-
chipertemps-employment-trends-survey-1/

%9 hitps://www.pwc.co.uk/economic-services/fassets/ai-uk-report-v2.pdf

14
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elderly generation to retire at a reasonable age without increasing worries of the SPA increasing

Indeﬁnitem

better productivity and efficiency, Improving the nation’s economy as a whole, while allowing our

Chapter 4 - Social Care

@ The UK's aging population imposes huge challenges for the social care sector due to the constant
increase in demand for the services, leaving implications on both individuals and the economy, and
@ will inevitably worsen over time.:.Pgople aged 85 and over, who are most likely to need heaith and
sacial care services, is expected to rise rapidly, increasing by 8.2% in the next five years and by 62.7%
by 20435, placing unprecedented pressure on the social care sector. The UK now has the most
pressure to care for our elderly with the lowest capablility of doing so, resulting in a large-scale
deterioration of provision with shortages in the workforce limiting the supply of care with around
165,000 vacancies in the sector (2021/22)52, These social sector issues started pre Covid-19 and are
long term, made significantly worse by Covid, workforce shortages due to government immigration

policy, and a lack of access to quality care services due to the high costs®,

@ ‘Social care resources are put under huge amounts of pressure by the UK’s aging population, raising
concerns about how resilient our current system is. Research by the Health Foundation show that
there Is more than proportionate growth in demand of soclal care than funding for provision. The UK
needs 3.4% growth in funding each year until 2032/33 to keep up with the rise in demand - we are
currently at 2.6%>*. Moreover, the growing need for tailored health services, combined with a lack of
funding creates huge backlogs for waiting lists with one in five over 80s having unmet social care
needs*s - the elderly still need to be cared for while waiting to be accommodated. This places huge
amounts of pressure on carers who may not have enough qualifications or experience to deal with

accumulation health issues that come with age. It is also becoming increasingly harder to access

$1 hitps://www.ageuk.org.uk/globalassets/age-uk -and-publications/reports-and-
iefi

e%ZOservlces

4 https: [mww,healm org, gﬂgubllcaﬂons[long-rgads[adult-soclal-car -funding-pressures

to-fix-it-warns-age-uk/
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these care resources in the first-place dependant on what you can afford and where you live instead

of the type of care you needs®,

@ [§>cial care provision is exacerbated by the staffing crisis amid an aging population, with reduced

quality and closures resulting from lack in supply of social care workerﬂOne in three nursing homes
in England are underperforming, deemed inadequate and needing improvements, with staffing
issues being the leading factor®”. With an average salary of £23,510 for a care worker in the UK, it is
below the threshold for entrance into the UK, the minimum salary for immigrants to work here is
£26,200, with increases to £38,000 starting on 4™ April 20245’.E\is will significantly worsen staff

shortages in the sector and therefore worsen care quality, pushing up prices for services needed by

QM»\g§35 11 our ever-growing elderly populaﬁoﬂ

The effect of the aging population for individuals and families is huge, placing a financial burden on
those who are caring for loved ones or themselves, and is magnified for those who already struggle
financially. IFS research shows that the average cost for residential care has skyrocketed over recent
'years, overtaking inflation and harming household budgets“.@e to this, many older individuals are
forced to sell assets such as their own homes or use up savings®!, raising concerns about
intergenerational wealth inequality as weli as depleting end of life happiness due to this stressful
financial burdeﬂ

Due to the lack of availability of social care much of the burden of caring for the aging population is
left to the ‘sandwich generation’. These are sons/daughters who are not paid, many of which are also
caring for their own children. There are approximately 1.3 million currently in this situation, resulting
in issues such as decline in mental health, fatigue and huge financial burdens®?, This caring at home
saves the government £162 billion a year and masks the full extent of the problem®. The UK’s social

care system relles on these 4 million informal caregivers and would collapse without them, with only

56 https://www.kingsfund.org. uk/insight-and-analysis/reports/social-care-older-people-home-
truths#:~:text=Key%20findings than%200n%20what%20they%20need.

57 https://www.ft.com/content/fb2b38ac-6235-11e7-8814-0ac7ebB4e5{1

*Shitps://uk talent.com/salary?jobscare+worker#;~:text=How%20much%20does%20a%20Care%20worker% 20
make%20in%20United%20Kingdom?%3F &text=The%20average%20care%20worker%20salary%20in%20the%20
United%20Kingdom?%20is,t0%620%C2%A338%2C874%20per%20year.

%9 https;//commonslibrary,parliament.uk/research-briefings/cbp-
9920/#:~:text=The%205kllled%20Worker%20minimum%20salary,recommendation%20for%20the%20new%20!
ist.

 https://ifs.org.uk/sites/default/filesfoutput url files/R143-Chapter3-new.pdf

1 hitps;://www.express.co.uk/news/uk/1742660/cap-soclal-care-costs-care-homes-fees-pensioners

1 https://www journalism.co.uk/press-releases/sandwich-generation-parenting-elderly-care-and-
burnout/s66/a1090521/

3 hitps://socialcare blog.gov,uk/2023/06/08/carers-week-a-personal-perspective-from-fatima-khan-shah/
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27% receiving support from the government and organisations®. The time taken out of work to care
%5 for elderly results in half of working age carers losing £12,000 of income per year"’,@nttibuting toa
mj‘ffgi reduction in the nations productivity and lower standards of living for these home carers:[

unpaid-care/ ‘
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Conclusions and recommendations

!
@ TT; conclude, the UK’s aging population is placing public finances under significant pressure,

particularly in terms of healthcare expenditure. The demographic shift has driven an increase in
demand for healthcare services and is expected to further increase government spending in this
sector. Our elderly population therefore poses a huge fiscal challenge to the government, in terms of
opportunity cost, as other essential public services may lose out due to the majority of resources are
being ailocated to elderly healthcare. My research shows this is especially true for over 85's, who
cost three times more to treat. Strained NHS resources, due to this surge in demand, has resulted in
longer waiting times for critical treatments, increased hospital stays, and a decline in patient

experience, all of which negatively impact the nation’s economic productivit?l

ﬁe increase in elderly has also worsened the dependency ratio, putting pressure on policymakers to
;dress future funding needs, and managing public finances. The UK’s state and private pension
provisions have struggled to cope under the aging population, feading to significant adjustments in
the state pension system. State pension ages have already increased and will continue to increase
leading to inequalities as those on lower incomes who cannot afford to retire early will have to work
longer. Moreover, the rise of the gig economy may make the situation worse as it was found the
majority working in it have no private pension provision. The UK still sees significant saving gaps,
however the government have recognised this and put in place Initiatives like compulsory pensions
(NEST) to help address t@

b —

e S

Fe aging population in the UK presents both challenges and opportunities for the labour market.
Workforce shortages, already a problem after Brexit's reduced immigration, are getting significantly
worse due to longer life expectancies and increased number of elderly, therefore worsening the
dependency ratio. More are taking retirement early and leaving the labour market short of supply
and the lack of workers drives up wages due to inelastic nature of highly skilled older workers,
contributing to inflationary pressures. As the skill and labour shortages worsen, firms are treating
modern problems with modern solutions, introducing Al, automation and robotics to replace the

missing workers enhancing productivity and efﬁcienc_y._l

@ l The UK’s social care sector has been put under immense pressure due to the natlon’s aging

conc by

population, with a lack of resources and workforce shortages. The surge in demand due to an
increased number of elderly highlights the critical need for increased government funding and
retaining the workforce. The research shows that current funding needs to catch up if they want to

match demand. The urgent need to increase funding and support for informal caregivers is
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hightighted in financial hardship for families who struggle to pay for social care and the increasing

|_numbers who are having to give informal care to their elderly relativei_'

@ E’ecommend that the UK government create a reformed pensions system that tackles the issues of a

growing percentage of elderly and longer life expectancies. In this reform | would suggest that the
tec 1

state pension age is increased to a level so that the proportionate time spent in retirement remains

the same as in years gone by, so it is fair. This means the SPA will adjust in line with life expectancﬂ
YQC,Z Additionally, | recommend that it features the remaval of the triple lock as it exposes public finances
leading to higher pension costs as well as it’s forecasting difﬁcuEy]Eso recommend that the

government means-tests pensions as there are many rich pensioners that don’t need the state
W—C’E’ pension and this could free up funds to help those who rely on@

@ Elso recommend that the government allocate more resources into the elderly workforce to keep
highly skilled, experienced workers in the labour market to boost the proven productivity and

rec L} efficiency gains they bring. This may include allocating more money In incentives given to firms to

train or re-train older workers for modern jobs and/or methods to make it easier to contribute their

@ - _gfonomlc bene@ li\_?other way to do this is to incentivise and adopt flexible work arrangements to

encourage older workers to stay in the workforce. This could include policies such as phased
c —
rec O _ retirement programmes, flexible schedules, and job-sharing opportunities.
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