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In March we marked International Women’s 
Day and Mothering Sunday, celebrating the 
strengths and achievements of women around 
the world as well as our own mothers, sisters 
and daughters. Yet, the huge contribution 
made by women to the economy and society 
is not rewarded in later life. Research by the 
Chartered Insurance Institute uncovered the 
scale of inequality in retirement income1:

1 CII Insuring Women’s Futures Programme, Solving Women’s Pension Deficit to Improve Outcomes for All

• A woman taking a 5-year career gap will 
have 33% less pension at age 65 than her 
male counterpart.  

• Despite the rise in female state retirement 
age, female pensioners outnumber men by 
1 million. 

• The average 65-year-old woman has 
pension savings of just £35,800 – a mere 
1/5th of her male counterpart.

The reasons behind this inequality are many 
and varied. This guide explains the causes, but 
most importantly points out what can be done 
by women, their partners and family to tackle 
them. In launching this guide, LEBC starts 
the new tax year with a campaign to raise 
awareness of the Gender Pension Gap and 
crucially how we can begin to narrow it.

Jack McVitie
CEO, LEBC Group
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About this Guide

The gender pay gap1 becomes the gender 
pension gap, leaving women poorer than 
men throughout their retirement.

Pensions are linked to pay. Pay inevitably 
impacts how much an individual can afford to 
save, lower earners have less surplus income 
to put aside for their retirement. Closing the 
pay gap will help close the pension gap. Yet 
lower pay is not the whole story behind the 
gender pension gap, which leaves women with 
an average pension fund at 65 of £35,800, 
1/5th that of men2.

For many women, it’s the gaps they have in 
earning, while caring for other family members, 
and the impact of taking up part time, lower 
paid jobs to balance a career with family 
responsibilities which widens the gender 
pension gap. If gaps in working are also 
accompanied by gaps in retirement saving 
and membership of the state pension scheme, 
then the gender pension gap is not just a 
reflection of the gender pay gap, but the gap 
becomes a chasm which gets harder to fill as 
retirement approaches.

In this guide, we explore the stages of life in 
which women face the biggest challenges to 
saving for retirement and suggest actions to 
narrow the gap.

This guide is for information and guidance 
only, it does not constitute a recommendation 
or advice. If you are unsure whether any action 
is suitable for your individual circumstances, 
you should seek professional advice.

1 World Economic Forum Global Gender Pay Gap, women earn 18.4% less than men. ONS Hours and Earnings 2017
2 Solving Women’s’ Pension Deficit to Improve Outcomes for All, Chartered Insurance Institute, Insuring Women’s’ Futures Programme

1 2019/20 tax rates for England, Wales and Northern Ireland. Taxpayers in Scotland will receive tax relief at 20%. 21%, 41% and 
46%. Based on minimum auto enrolment contributions on earnings between £6,136 and £50,000

Starting Work

All employers are required by law to offer a 
pension scheme to all workers over age 22, 
who earn more than £10,000 a year. This 
requires an employer contribution of 3% of 
eligible earnings and the employee must pay 
5%. With tax relief, this costs employees 4% 
or less of earnings and gives 8% in total saved
for retirement1.

Employer payments into a pension are tax 
free. By not participating in a workplace 
scheme you are essentially turning down 
free money and a good start to retirement 
saving. Opting out of an employer’s scheme 
is rarely advisable as the amount of money 
saved in employee contributions is often less 
than half the value of employer and taxpayer 
funded contributions (especially for higher and 
additional rate taxpayers).

Average male 
pension fund

Average women’s 
pension fund in 
comparison

Total 
saved

Cost to 
employee

8%

4%
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Changing Jobs

According to the Department for Work & 
Pensions the average person will have more 
than 11 pensions during their working life1. 
Years later, it’s easy to forget about pensions 
you might have built up decades ago. It’s a 
mistake to assume that just because you were 
on a lower salary in your first few jobs, and 
maybe didn’t stay long, that any pensions 
earned then are not worth much now. In fact, 
pensions built up over many years are likely 
to have grown in value and some final salary 
pensions must be inflation linked. What might 
have seemed like a paltry sum when you left a 
workplace scheme, could make the difference 
between living comfortably in retirement or 
struggling to afford luxuries.

If you’ve lost track of older pensions there is a
Government funded online pension
finder service.

It’s worth reviewing any old pensions you 
no longer pay into. It’s possible to benefit by 
consolidating all pensions into one plan. Doing 
so can often mean paying lower ongoing 
charges and make it easier to manage the 
investment as well as keeping track of how 
much your pension savings are worth. 

Consolidating pension funds

Some pension plans may offer valuable 
guarantees, which means that leaving them 
as they are is the best thing to do. A pension 
review with a regulated financial adviser, like 
LEBC, assesses this and can recommend the 
best course of action.

Top Tip

Reunite with your old 
pensions, simplify them and 
understand what is saved for 
your future.

When changing jobs, it’s easy to focus on 
the pay offered and ignore the value of other 
employee benefits. A good package of health, 
childcare and retirement savings can be worth 
thousands of pounds. Some employers also 
offer flexible benefits, so that you can choose 
what’s important to you.

Top Tip

Always ask about the 
pension scheme, health and 
wellbeing packages too.

1 https://www.gov.uk/government/news/new-pension-tracing-service-website-launched

Many employers offer pension contributions 
more generous than this minimum requirement 
and may also offer it to staff under 22. Even 
if under 22 or earning less than £10,000, you 
can request to join sooner.

Although a workplace pension is linked to 
a job, it does not belong to the employer, it 
belongs to the employee. So even if a first 
job is not expected to last long, it’s still worth 
joining an employers’ scheme as you will keep 
the funds paid in and the growth on them.

Top Tip

Join workplace pension 
schemes as soon as you can 
and save as much as you 
can afford.

Value of tax relief1 and employer contribution into auto enrolment 
workplace pension:

Basic rate
(20%) taxpayer

Higher rate
(40%) taxpayer

Additional rate
(45%) taxpayer

Monthly salary £2,000 £4,583 £13,500

Monthly employee contribution 
(5%) net of tax relief £59.52 £109.65 £100.51

Tax relief £14.88 £73.10 £82.24

Monthly employer contribution (3%) £44.64 £109.65 £109.65

Total contribution £119.04 £292.40 £292.40

1  2019/20 tax rates for England, Wales and Northern Ireland. Taxpayers in Scotland will receive tax relief at 20%. 21%, 41% and 
46%. Based on minimum auto enrolment contributions on earnings between £6,136 and £50,000.

Starting Work
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Maternity Leave

Becoming a mother is a common reason why 
women tend to fall behind in their retirement 
planning compared to men. 26% of mothers 
give up work for an extended period to look 
after their family, this compares to 6.9% of 
fathers1. Whether you’re planning to take only 
statutory maternity leave or have an extended 
break, it’s important to try to maintain some 
retirement saving during this time.

CASE STUDY: The new mother

Alice: Insurance Technician, Income £32,000 pa is expecting her first child and will be starting 
12 months maternity leave in 3 months. She’s a member of her company pension scheme. The 
company pay 8% of her salary and she saves 4% via salary sacrifice. She qualifies for statutory 
maternity pay (SMP) but is worried that she and her partner may find it difficult to manage once 
that stops, as they have a large mortgage. She asks about opting out of the company pension 
scheme as she wants to save as much as possible before her pay drops to SMP.

As her company pension contributions are paid by salary sacrifice, all payments to the scheme 
are made as employer pension contributions and are required to continue throughout her 
maternity leave. By opting out of the scheme three months before her leave starts Alice would 
save £217.60 net of tax and national insurance but would forgo employer contributions of 
£4,480. Once this is explained she decides to remain in the scheme.

Top Tip

Remain a member of your
workplace pension throughout
your maternity leave.

1 ONS Families and the Labour Market, October 2018

Where the pension scheme is on a salary 
sacrifice basis, the employer is required to pay 
the whole of the cost of the pension scheme, 
without deductions from pay. This is required 
to be paid not just for the period of Statutory 
Maternity Pay (SMP) payment, but throughout 
maternity leave. So, leaving an employer’s 
scheme could save the employee nothing and 
cost a whole year’s employer contributions.

While in receipt of SMP your employer must 
continue to pay into a pension for you and 
deductions will continue to be made from your 
SMP if the scheme is arranged on a net pay or 
relief at source basis.

Maternity leave financial tips

Having children can be a financial strain, not 
only do two sources of earnings become one 
for a period but extra expense is inevitable. 
If you need to cut spending, it’s typically a 
mistake to start with your membership of the 
workplace pension. Since most of the cost 
of a workplace pension is usually paid by the 
employer, suspending your payments is just 
giving up free money. This is especially the 
case where the employer makes payments to 
the pension scheme on a salary sacrifice basis.

26% 6.9%

Percentage of mothers and 
fathers who take extended 
leave to look after their family

98

https://www.lebc-group.com/news-and-views/maternity-leave-financial-tips


Child Benefit and the 
State Pension

When you have a child, you’re automatically 
entitled to child benefit. This is paid at £20.70 
per week for the first child and £13.70 per 
week for each subsequent child for the 
2019/20 tax year. You need to apply for child 
benefit by completing form CH2 which is 
usually given to new mothers by NHS staff or 
can be found via this link.

Child benefit is a non-means tested benefit 
but since 2013 it is taxable if one of the adults 
in the household earns more than £50,099 
per year. Once income exceeds £60,000 child 
benefit is taxed at 100%, with a sliding scale 
of tax for those with earnings inbetween. 
Consequently, many families with a high earner 
have waived child benefit.

Parents can eliminate child benefit tax

For children born after April 2013, where one 
parent is not working and paying their own NI 
but has waived child benefit to avoid paying 
tax on it, the non-working parent needs to 
make a separate claim for the state pension 
credit by completing form CH2 but choosing 
not to be paid child benefit. Claims can only 
be backdated 3 months. It’s also important 
that any claim for child benefit is made by and 
paid to the non-working parent or the benefit 
of state pension credits will be wasted.

Top Tip

Non-working parents with 
children born after April 
2013, who’ve waived child 
benefit should complete 
form CH2 to claim state 
pension credits.

Parents claiming
child benefit 
earn credits  
for their state
pension
Parents claiming child benefit also earn credits 
for their state pension entitlement until their 
youngest child reaches age 12 (17 if the child 
is disabled). Those who are working and 
paying national insurance automatically get 
credits for the state pension. To get a full state 
pension 35 years credits are needed.

CASE STUDY:  
The Working Mother

Heather: Sales Manager, Income pa £60,000. 
Heather belongs to the company pension scheme 
and saves 5% of her salary into the scheme with 
the employer paying 3%. She has two children 
and has waived child benefit to avoid the need 
to complete a tax return. If she were to increase 
her pension savings by £7,000 she would be able 
to claim child benefit free of tax. The table below 
shows the total benefit payable to Heather net of 
income tax from increasing her personal pension 
savings.

Heather’s current pension contributions mean that 
she is eligible for reduced child benefit of £536.80 
per year but like many parents who have earnings 
over the £50,090 threshold she was not aware that 
her pension contributions are taken off her earnings 
when assessing eligibility and has waived it to 
avoid the need to complete a tax return.

Personal pension savings £3,000 £10,000

Taxable income £57,000 £50,000

Income tax payable (£10,300) (£7,500)

Pay net of income tax £46,700 £42,500

Pension savings £4,800 £11,800

Child benefit waived £1,789

Total benefits £51,500 £56,089
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Planning a Career 
Break

If you’re a taxpayer planning a career break you should also consider claiming the maximum tax relief 
available while still at work. The table below sets out the relief available on personal savings into pensions 
per tax year, with differing levels of income and the net cost of £10 invested in each case.

Earnings/Profits £ Nil Up to £50,000 £50,001-
£150,000

£150,000-£210,000

Maximum pension savings £3,600 Lower of 100% of 
profits or earnings or 
£40,000

Up to 
£40,000

£39,999 reducing by £1 
for every £2 income over 
£150,000 to £10,000

Cost of saving £10 £8.00 £8.00 £6.00 £5.50

Tax relief given £2.00 £2.00 £4.00 £4.50
 

Top Tip

Make your pension savings 
while still earning and 
paying tax at higher rates, 
to maximise the tax relief 
available and reduce the 
personal cost of saving.

CASE STUDY: The High Earner

Joanne: Finance Director, Income pa 
£120,000. Joanne has been concentrating 
on paying off her mortgage and is inclined 
not to pay more into her pension until she has 
cleared it. The company pays £9,600 a year 
into her pension plan which is tax free and 
costs Joanne £3,600 of salary given up.

This leaves her £116,400 of taxable income. 
Her high income means that Joanne loses 
£8,200 of the personal tax allowance so 
that instead of paying no tax on the first 
£12,500 of her earnings she starts to pay 
tax on earnings over £4,300. If she were to 
increase her pension savings by £16,400 she 
would have taxable earnings of £100,000 and 

receive the full income tax allowance. The 
table below shows the total benefit paid to 
Joanne net of income tax from increasing her 
personal pension savings.

Personal pension
savings

£3,600 £20,000

Taxable income £116,400 £100,000

Income tax payable (£35,780) (£27,500)

Pay net of income tax £80,620 £72,500

Pension savings £9,600 £26,000

Total benefits £90,220 £98,500

Employers may pay up to £40,000 per tax 
year into an employee’s pension, including any 
personal contributions, for employees with 
taxable income below £110,000. Additional 
one-off pension savings can also be made to 
claim tax relief in respect of three earlier
years earnings.

Those earning over £100,000 lose £1 of  
tax-free income for each £2 their income 
exceeds this. Making pension savings can 
restore some of the allowance as each £1 
saved reduces taxable income.
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During a Career Break

Mothers who take extended career breaks 
are the most likely to suffer from the gender 
pension gap. It’s possible to continue saving in 
a pension plan, even while you’re not working. 
This can include keeping up contributions to 
a former workplace scheme, providing it’s a 
portable group personal pension, where each 
employee has their own individual plan. This 
kind of plan may benefit from lower charges 
than would be payable on an individual private 
pension. If this isn’t an option, a new personal 
pension may be opened. To make regular 
savings a direct debit payable to the pension 
provider is needed. One-off amounts can also 
be saved by bank transfer or cheque.

Those with no earned income at all can save 
up to £3,600 per tax year but this will only 
cost £2,880 because tax relief at the basic 
rate is automatically added to pension savings. 
Funds within the pension pot can grow with no 
tax payable. Personal pension funds can be 
accessed from age 55 with up to 25% payable 
tax free and the rest taxable as income as
and when drawn.

Top Tip

If you decide to take a 
career break, enquire about 
continuing savings into your 
pension plan.

Top Tip

Keep some retirement 
savings going when taking 
an extended break from 
work. While few parents 
fulfilling a caring role would 
expect to be paid, including 
pension savings in the family 
budget is a good idea.

If you’re no longer earning, while also having 
the expense of raising children, it may be 
harder to afford pension savings. If retirement 
seems a long way off it’s easy to assume that 
pension savings are a lower priority and that 
you can catch up with pension saving later. 
Keeping pension savings going, even at a 
modest level, can make a significant difference 
to eventual retirement income. This is because 
savings made many years before retirement 
have longer to build up and the effect of 
achieving compound growth over many years 
means that these savings can produce more 
retirement income than money put away 
over a shorter time. The chart (on page 15) 
illustrates this.

1 Based on illustrations to age 65 with a total monthly contribution of £125 per month. (£100 net of basic rate tax relief)

Age 25

Age 35

Age 45

Age 55

Projected
value

£64,000

£46,100

£30,000

£14,800

Effect of retirement saving in early life1

The above figures are not guaranteed. Remember, pension investments can fall as well as rise.
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Free Money

While dropping from two salaries to one 
presents a challenge, many couples are 
not taking full advantage of the free money 
available to help ease the strain. Households 
where one spouse or civil partner has income 
of less than £12,500 and the other less than 
£50,000 can claim marriage allowance, this is 
worth £250 a year and if backdated for 3 years 
over £900. HMRC estimate that over 700,000 
eligible couples have not claimed this yet.

Get the taxman to pay for Christmas

The cost of childcare can also be a strain on 
the family budget but again there is financial 
help available with Government top ups to 
savings adding 20p in the £ on savings used 
to pay for childcare, activities and clubs.

Summer holiday childcare

CASE STUDY         
The Lower Paid  
Part-Timer

Becky: Part-Time Receptionist, 
Income £9,000 pa: Becky is not a 
member of the pension scheme as 
she earns less than £10,000 per year 
so she has not been automatically 
enrolled into it. She can join the scheme 
on a voluntary basis and receive 
employer contributions into her pension.
Becky is not sure she can afford to join
the scheme which would cost her £143.20
per year and as she is not a taxpayer 
she would not benefit from tax relief 
on her pension savings. If she does 
not join she will lose her employer’s 
contributions of £85.92 per year.

She then learns about a tax break 
she and her husband are eligible 
for, the marriage allowance, which 
would involve Becky electing for 10% 
of her personal tax allowance to be 
credited to her husband Paul. This 
would increase Paul’s take home pay 
by £250 a year and more than cover 
the cost of Becky’s pension savings, 
which with the employer contributions, 
would grow to £229.12 per year.

£250
marriage 
allowance pa
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Top Tip

Don’t ignore free money, it 
could make the difference in 
being able to afford to save 
for retirement, which also 
comes with more free money 
in the tax relief added to 
pension savings.

Free Money

CASE STUDY: The Graduate

Bhavika: Customer Services Manager, Income 
pa £30,000. Bhavika is a member of the company 
pension scheme and saves 5% of her salary with 
her employer paying 3%. She is a graduate and 
has 9% of her salary over £25,000 deducted to 
repay her student loan. If she were to increase her 
pension savings to £5,000 per year she would 
no longer have student loan deductions, her loan 
would be written off 30 years after graduating.

Personal pension savings £1,500 £5,000

Taxable income £28,500 £25,000

Income tax payable (£3,200) (£2,500)

Student loan repayment (£315) 0

Pay net of tax and student loan £24,985 £22,500

Pension savings £2,400 £5,900

Total benefits £27,385 £28,400

Graduates who intend to take an extended 
career break, should consider carefully before 
paying off student loans. Student debt is only 
repayable in years that the graduate breaches 
an income threshold. 9% of income over this is 
deducted from pay, regardless of the amount 
outstanding. It is written off after 30 years, or 
at age 65 for older plans.

Read our blog to see why it’s not always a 
good idea to repay it early:

Should parents pay student fees?

Making pension savings via an employer’s 
scheme which operates on a salary sacrifice 
basis, reduces the threshold income on which 
student loan repayments are based, enabling 
the tax charge to be reduced or
even eliminated.

If you’re taking a career break part way 
through a tax year (or dropping to part-
time hours) you may be able to reclaim loan 
repayments made in that year, if total earnings 
do not exceed the income threshold over 
which the 9% charge is levied.
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State Pension

Since 2016 the state pension no longer 
provides a dependant’s pension to a surviving 
spouse. Each person has their own state 
pension providing enough NI contributions 
have been made or credits earned. Any 
earnings-related state pension built up before 
2016, may include some pension for a 
bereaved spouse or civil partner.

State bereavement payments to a surviving 
spouse or civil partner under state pension 
age, only provide income for 18 months.

Changes in state support for bereaved 
families

State Pension Credits 

State pension entitlement depends upon the 
individual’s national insurance (NI) record, 
with 35 years required to achieve a full state 
pension. Where there are gaps in your NI 
record, you can claim credits in certain 
circumstances, for example, if claiming child 
benefit, job seekers allowance or carers 
allowance. If there are still gaps in NI, it might 
be worth topping this up by making voluntary 
Class 3 NI contributions. These cost £780 per 
credit and buy 1/35th of the state pension, 
currently worth £250 per year of inflation-
linked lifetime income, payable from state 
pension age.

Employer Sponsored Pension 
Schemes

If you’re a couple, but not married or in a civil 
partnership, many final salary pensions do not 
automatically pay out to a surviving partner. 
Scheme members should check the scheme 
rules to see if their dependants will be eligible. 
Where schemes do provide for payment to 
cohabitants, it’s vital that the scheme member 
completes a nomination form stating who they 
wish to receive any ongoing pension or
lump sum.

Common law myth

Married couples and civil partners need to 
check their entitlement too, as scheme rules 
will dictate who is entitled to any dependants’ 
pensions payable. For example, some 
schemes may only pay a spouse’s pension to 
the spouse as at the date the member left the 
employer’s scheme. Those who marry later 
may not qualify. Knowing what the scheme 
would provide enables any gaps in future 
income to be filled in other ways.

Marriage and 
Relationships

It’s a mistake to assume that the pensions 
of one spouse or partner will automatically 
provide enough retirement income for both to 
live on. This applies when both are alive but 
especially following the death of one.

While you may choose to manage your money 
jointly, you each have your own allowances 
for tax relieved pension savings as well as 
your own personal tax allowances. If only 
one person owns the pensions in the family, 
they are likely to pay tax on some of their 
retirement income, possibly even at higher 
rates. Whereas owning separate pensions 
in retirement enables each of you to receive 
£12,500 of tax-free income and only pay 
higher rate tax, once individual income 
exceeds £50,000 (£43,430 in Scotland).

The table (below) shows the income after 
tax a couple would receive, depending upon 
whether only one has a pension or they have a 
smaller pension each.

One pension 
of £55,000 pa

Two pensions 
of £27,500 pa

Net income 
per month

£3,792 £4,083

Net income 
per annum

£45,500 £49,000

Difference -£3,500 pa / 
-£291 pm

+£3,500 pa / 
+£291pm

Assumes income tax rates and allowances for 2019/20 
and 20/21. Tax rates and allowances may be subject to 
changes in the future. See Appendix 1 for a table of UK 
income tax rates.

While it’s 100 years since some women 
got the vote, it took until the 1990s for 
married women to be taxed independently 
of their husbands. Couples with savings and 
investments may wish to consider who should 
own savings and investment income.

Making the most of independent taxation

Top Tip

Each of the couple should 
maximise their own pension 
savings, relying solely on the 
other’s is tax inefficient.

20 21

https://www.lebc-group.com/news-and-views/changes-in-state-support-for-bereaved-families
https://www.lebc-group.com/news-and-views/changes-in-state-support-for-bereaved-families
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Divorce and 
Splitting Up

When a marriage ends, the division of financial 
resources between the couple needs to be 
agreed. The principle applied by the family 
courts is that equality of future income between
the couple should be achieved. You should 
both include pensions in the statement of
financial assets which each party must provide.

Once the decree absolute is granted, any 
rights to spouse’s pensions paid on the death 
of an occupational scheme member are lost. 
If seeking a share of such benefits application 
to the court for the decree nisi (the legal 
step which comes before a decree absolute) 
should be delayed until the sharing order has 
been implemented. The same applies for 
civil partnerships although the terminology 
is different – the decree nisi is called a 
conditional order while the decree absolute is 
a final order.

Cohabitants have no right to a pension share 
and neither do married couples who separate 
but do not divorce. Those seeking judicial 
separation may apply for offsetting or an 
earmarking order which requires some of the 
pensions, once in payment, to be paid to the 
ex-spouse.

All couples splitting up should update the 
nomination forms placed with their pension 
schemes if they wish to avoid pensions being 
paid out on their death to an ex.

1 Scottish Widows Women & Retirement Report, 2017

Top Tip

Always take pension assets 
into account in a divorce 
settlement.

71% of
couples

divorcing ignore 
pension assets

Since 2000, it is possible for pension assets 
to be shared and for the party with less to 
receive a share of the other’s pension and 
capital assets. This can be achieved either by 
offsetting the value of pensions against other 
assets or by a pension sharing order.

Divorce and pensions

The basic state pension can’t be shared but 
earnings-related state pension benefits built up 
before 2016 can.

Research by Scottish Widows shows that 
71% of couples divorcing ignore pension 
assets1. Yet they can represent a large part of 
the couple’s wealth. Ignoring pension assets 
when divorcing can be a costly mistake for the 
spouse with less pension savings.

Private Pensions

Personal and stakeholder pensions can be 
used to secure a lifetime income for one or 
both of a couple from age 55 onwards. The 
extra cost of providing guaranteed income for 
both lifetimes, rather than just one, is usually 
low, even where there is an age difference.

Private pension funds can also be left invested 
with any income drawn directly from the fund. 
The value of any remaining funds at the date 
of death can be passed to others, outside of 
the estate of the deceased. Completing and 
updating nomination of preferred beneficiaries 
is vital.

Top Tip

Complete nomination forms 
saying who you want to get 
your pensions when you 
die. Change them if your 
circumstances change.

Keep your 
nomination of 
beneficiaries 
complete and 
up to date
The important thing is to talk about each 
other’s pensions well before retirement and 
to understand how much income they will 
provide for both your lifetimes and for the one 
who lives longest. Steps may then be taken 
to fill any gaps before retirement to avoid 
disappointment and possible financial
stress later.

Top Tip

Talk about your pensions, 
understand what you each 
have and how they pay out. 

Marriage and 
Relationships
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Caring for Relatives

Non-working Carers

As well as caring for their own children, 
women are more likely than men to provide 
care to other relatives and often give up 
work to do so, or work part-time. This is a 
contributor to the gender pay gap and can 
impact on their ability to build up a pension.

If not working or earning too little to pay 
national insurance (£6,136 per year in 2019/20),
state pension will be lost for the years of 
caring. But you can claim credits where care 
for an adult is given by a person over 16 and 
under state retirement age. If the carer qualifies 
for carers allowance they will automatically get 
credits to boost their state pension. Find out 
more at gov.uk/carers-credit

Many working parents rely on other family 
members to help with child care. Relatives 
who are not working and paying national 
insurance and are under state pension age, 
can claim specified childcare credit for the 
weeks they look after children under age 12.

Summer holiday childcare

1  https://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/
Commons/2018-06-27/158349/

2  https://www.royallondon.com/media/press-releases/2018/march/surge-in-grandparents-claiming-help-for-looking-after-grandchildren/

CASE STUDY: The Grandmother With no Earnings

Maria: Housewife aged 58 and has no 
earned income or pension of her own. She 
hasn’t worked since her children were born. 
She now looks after her grandchildren while 
her son and daughter-in-law work. When 
they retire, Maria will rely on her husband’s 
pension. She should get a reduced state 
pension from her 10 years at work before she 
had her family of around £46 per week.

As Maria is providing childcare for her 
grandchildren enabling her son and daughter-
in-law to work, she will be eligible to claim 
credits for the state pension. Every extra 
year’s credit will buy her 1/35th of the state 
pension, currently worth £250 per year for life 
from age 66. This claim for specified childcare 
credit can be backdated to 2011 so Maria 

can claim 7 years credits already and will 
be able to claim until the youngest child is 
12. After that she could buy additional years 
credits at a cost of £780 per credit bought by 
paying voluntary class 3 contributions.

As a non-earner she’s also entitled to make 
pension savings of up to £2,880 per year 
which will be automatically increased by 20% 
up to £3,600 per year. She is eligible to make 
these savings with tax relief added until she 
is 75. If Maria survives her husband, some of 
their pension income will fall, so Maria’s own 
pension savings can be used to make up 
some of the shortfall. If she doesn’t need to 
top up her income, she can leave the fund to 
her loved ones, without it forming part of her 
taxable estate.

HMRC estimate that 80,000 eligible carers are 
entitled to this benefit but not claiming1,2.
This can be backdated to 2011. Full 
backdating could be worth up to £1,750 of 
annual state pension.

Top Tip

If eligible for state pension 
credits, claim them.

Top this up with savings into 
your own pension plan, those 
not earning can pay in up to 
£2,880 a year which grows to 
£3,600 with tax relief.
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Carers With Jobs

Caring responsibilities may mean working part 
time and earning below the income thresholds 
for auto-enrolment into an employer’s pension 
scheme (£10,000). However, it’s still possible 
to join your employer’s pension scheme on 
a voluntary basis. If part time earnings are 
also below the NI threshold (£6,136 per 
year in 2019/20) but you don’t qualify for 
carers allowance, then paying voluntary NI 
contributions is worth considering.

Carers Who are Self Employed

Caring responsibilities lead many women into 
self-employment. The self-employed can start 
their own pension savings and get tax relief at 
20p in the £, even as a non-taxpayer, so that 
every £8 saved becomes worth £10. Non-
earners can pay in up to £2,880 per tax year, 
which is topped up to £3,600.

Where profits are above £3,600 you can save 
the lower of taxable profits for the year or 
£40,000 and get tax relief on your savings 
at the highest rate you pay. Higher rate relief 
reduces the cost to 60p in the £ and top rate 
to 55p in the £ can be claimed via the self-
assessment tax return.

Self-employed less prepared for 
retirement

The self-employed earn credits for their state 
pension entitlement by making class 2 NI 
contributions and require 35 years credits to 
achieve the basic state pension.

Top Tip

If working, join your 
employers pension scheme, 
or if self-employed, start your 
own pension savings.

Planning for Retirement

As life expectancy increases the period 
spent in retirement lengthens and yet many 
retirees fail to make the most of the pension 
savings they have built up. The Financial 
Conduct Authority has highlighted that too 
few are shopping around when it comes to 
securing their retirement income and too 
many simply accept the offer made by their 
pension provider, without considering other 
options which could provide more income 
in retirement1.

Guaranteed Income

For a healthy individual with a life expectation 
of average or longer, shopping around could 
provide an increase in guaranteed annual 
retirement income of up to 8.34%3. For 
someone in ill health the differences are even 
greater. Even with no health issues, just being 
a smoker could increase lifetime income by 
17.17%3. Where there are multiple health 
issues, combined with lifestyle factors the 
guaranteed income offered could be up to 
50% more than a healthy person. Currently 
67% of the people we help shop around 
secure an enhanced level of income above
the income offered to a healthy person
of their age2.

Top Tip

Shop around with your 
retirement savings to secure 
the best possible level of
guaranteed income, especially
if you have health issues.

Our own research has shown that women are 
much less likely to shop around than men2 
with only one in four of those who seek our 
help in securing a higher retirement income 
being women.

There are some important considerations 
that you might miss out on if you don’t shop 
around.

Caring for Relatives

1 FCA Retirement Outcomes Review July 2018
2 LEBC Annuity Market Review, November 2018
3 Comparison of prevailing UK annuity rates as at March 2019
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Income From Invested Pensions

These days pension income can also be 
drawn directly from a pension fund, with 
investment returns determining the level of 
income and the period over which it might 
last. The FCA have voiced concerns that a 
high proportion of people doing this, without 
advice, have opted for investment in deposit-
based funds which are unlikely to be suitable 
over the longer term1.

Studies have shown that women tend to be 
more risk averse than men when investing 
their money2. If your pension fund is needed 
to provide long term income, an over-reliance 
on cash deposit-based investments risks 
running out of money or having less income 
later. Cash deposits are unlikely to maintain 
their purchasing power, as their value is usually 
eroded by the effects of inflation.

While everyone needs some money in cash for 
short term needs, holding too much cash in 
pensions which are long term investments can 
be detrimental. Planning retirement income 
needs well ahead of retirement, and balancing 
investment risk, using a wide range of assets, 
may achieve a better outcome.

Tax-efficient Income

Understanding the tax treatment of different 
sources of income, and making the most of 
tax-free allowances for income and capital 
gains can improve the net income received 
from investments.

A carefully planned strategy of lump sums and 
income taken from pensions can reduce the 
tax payable and make the pension income 
more sustainable.

In most cases up to 25% of a pension fund 
can be withdrawn tax free. The balance is 
withdrawn as taxable income.

Since 2015 private pensions can be withdrawn 
on a flexible basis. If you withdraw more than 
your tax-free cash as a lump sum, your future 
pension savings which can benefit from tax 
relief will be restricted to £4,000 per year. 
Any pension savings made above this level, 
including employer contributions, are taxed
as income.

Making large withdrawals over a short period 
may increase the tax payable compared with 
withdrawing funds gradually.

Up to 25%

of a pension 
can be withdrawn
tax free

Planning for Retirement

1 FCA Retirement Outcomes Review
2 Fidelity International Power of Women Report

Top Tip

Take tax allowances into 
account when drawing your 
retirement income. Drawing a 
large sum in one go, when it 
is not required for immediate 
spending increases the tax 
payable and reduces the 
funds left for future income.

Top Tip

Plan for retirement and take 
regulated advice to help 
manage the risks of relying 
on investment returns for 
your retirement income.

Cumulative value of £1,000 initial investment at the end of each calendar year based on annualised return of UK RPI, Bank of 
England Base Rate, Mixed Equities (IA Flexible Investment) and UK Equity (MSCI United Kingdom). Data sourced from FE Analytics 
on 3.4.19
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Preparing for 
Bereavement

Women typically live longer than men. The 
average life expectancy of 65-year-old women 
is 85.9 years, 2.25 years longer than men of 
the same age1. This means that based on an 
income of £13,4002 per year women are likely 
to need £30,150 more income than a man of 
the same age, yet on average women at 65 
have 1/5th of the pension savings of men3.

1 ONS National Life Tables 2015-2017
2 ONS statistics show that the average spent on essentials in retirement households is £13,400 per year.
3 Solving Women’s’ Pension Deficit to Improve Outcomes for All, Chartered Insurance Institute, Insuring Women’s’ Futures Programme

Ongoing Financial Support

Those who give up their career or take 
long breaks are most likely to face financial 
difficulty if their partner or spouse dies before 
them. They need to ensure that adequate 
arrangements are made to maintain an 
acceptable standard of living. For a young 
family life assurance is essential.

Policies should be placed in trust, so that 
payment of a claim is outside the deceased’s 
estate. This enables money to be paid out 
more quickly, before probate is granted.

Cohabitants do not have any spouse 
exemption from inheritance tax when assets 
are passed from the deceased, but a trust 
leaves the payment outside of the estate and 
can save an inheritance tax charge
of up to 40%.

Top Tip

Review life assurance needs, 
and update policies as 
required. Place policies in 
trust to speed payment and 
avoid inheritance tax.

Age 90

Age 85

Age 80

Age 75

Age 70

Age 65

£30,150
required

to compensate 
for life 

expectancy 
difference

Know What You Can Expect

Many couples delegate tasks between them to 
meet the demands of a busy life. Women who 
delegate financial decisions to their partners 
during their lifetime, may find themselves under 
greater stress, if bereavement means they 
must cope alone for the first time. Our advisers 
are trained to help clients in vulnerable 
circumstances, such as recent bereavement. 
We notice that those who have taken some 
interest in their financial affairs beforehand find 
it easier to manage.

Currently there are £15 billion of unclaimed 
savings accounts1 and £20 billion of unclaimed 
pensions2, some of these belong to bereaved 
families unaware of their existence. Making 
sure both partners know where family savings 
are invested may help to avoid this.

Top Tip

Familiarise yourself with your 
joint finances and share 
information with your partner 
about what you each own.

1 HM Treasury estimates 2018
2 Association of British Insurers estimates 2018

£15billion
of unclaimed 
savings accounts

£20billion
of unclaimed 
pensions
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Make a Will

It’s important to make a will, without a will 
the law of intestacy applies to a deceased 
person’s estate. This limits the amount which 
a spouse may inherit, where there are children 
and other relatives of the deceased still living.

The last word

For cohabiting couples, no will leaves the 
bereaved partner without any automatic right 
to financial support and he or she may have to 
apply to the court to gain a share of the estate 
as a financial dependant.

Changes in state support for  
bereaved families 

Top Tip

Make a will and update it from 
time to time and especially if 
your circumstances change 
significantly. A previous will 
becomes invalid on marriage 
and on divorce.

Individual Savings Accounts (ISAs) may also 
play a part in providing income. The benefit of 
ISAs is that any income they pay and growth 
on the funds are tax free. When a spouse/civil 
partner who has ISA investments dies, the 
surviving spouse/ civil partner can claim an 
extra ISA allowance, within 3 years of the date 
of death. This enables the survivor to retain the 
tax exemption on the deceased’s ISA savings 
alongside their own ISA savings
and allowances.

Top Tip

Claim the extra ISA 
allowance within 3 years of 
bereavement.

Inherited Pensions and 
Investments

Pension plans don’t usually form part of the 
estate of a deceased person. Instead they are 
governed by trusts. Some pensions die with 
the member of the scheme, but many do not 
and lump sums, income or the whole pension 
plan can be left to others on death. It depends 
on the scheme rules and what the deceased 
chose during their lifetime.

Pension scheme members may nominate 
who they wish to receive any lump sums or 
income. The trustees of the pension scheme 
do not have to follow their wishes but will 
usually take them into account. It’s important 
that nominations are updated with changing 
circumstances.

Private pensions offer more control for the 
member. When someone dies before age 
75, private pension assets can be inherited 
with no tax payable on the lump sums or 
income which these produce up to a limit of 
£1,055,000. Those who die after age 75 can 
leave their pensions inheritance tax free, but 
the recipients will pay income tax as and when 
they draw on them.

Top Tip

Understand what pension 
and death benefit lump sums 
are payable to each of the 
couple as survivor. Update 
nominations of beneficiaries.

Preparing for 
Bereavement
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Preparing for Later 
Life and Care Costs

Care costs in later life are something which 
everyone hopes to avoid. Currently around 
20% of over 80s will need adult social care 
at some time. The average stay in care is 
2.5 years for men and 3 years for women. 
For those required to self-fund their care 
the average cost is £846 per week1. When 
planning for retirement, it is essential to factor 
in the potential cost of care and to make some 
provision for this.

1  Competition and Markets Authorityhttps://www.gov.uk/cma-cases/care-homes-market-study#final-report Published 2nd Dec 16.

20% of over 
80s

will require adult 
social care

Where there is a surplus of retirement income 
in the early years of retirement, saving for later 
life can continue with the benefit of tax relief. 
While it may feel counter intuitive to save into a 
pension plan once retired, tax relieved savings 
can be made until age 75.

Since 2015 pension funds may remain 
invested beyond age 75 and with average life 
expectancy for women stretching 10.9 years 
beyond this1, the need to preserve some funds 
for a longer life is self-evident. Pension plans 
established before 2015 may still require to be 
cashed in by 75, so consolidation of old plans 
into new ones may be necessary.

Consolidating pension funds
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Top Tip

Retirement is just the start 
of the next phase of life and 
saving for the later years 
should continue. Pensions 
and ISAs offer generous tax 
reliefs and can provide for 
future income needs.

1 ONS Life Tables 2015-2017
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Powers of Attorney

One aspect of a longer life is that capability 
and appetite to manage financial matters may 
diminish with age. Anyone, at any age, could 
lose their capacity to make financial decisions 
temporarily or permanently, due to accident or 
illness. Appointing a trusted friend or relative to 
take over your financial affairs should you lose 
capacity can save much expense and delay later.

Empowering others to help you

Our advisers are specially trained to deal with 
the needs of vulnerable clients and will always 
offer the opportunity to involve a trusted 
friend or relative in helping make decisions. 
Be wary of any firm using high-pressure sale 
techniques and offers which appear to be too 
good to be true.

Top tips to protect yourself from scams

Top Tip

Having a power of attorney 
registered can enable a 
trusted person to help you in 
a crisis or make decisions for 
you, if you can no longer do so.

Top Tip

Any firm or adviser which 
does not ask you if you 
would like a companion to 
attend a meeting or puts 
you under pressure to make 
snap decisions should be 
avoided. This can often be a 
sign of a scam.

Contributing to ISAs, so that investment 
income and growth is tax free, may also be 
beneficial. A bereaved partner who inherits an 
occupational pension can see their personal 
income tax rate rise. ISA savings pay out tax 
free income which can help cover increased 
living costs.

Building up extra funds in retirement can 
provide for more choice in later life and the 
ability to weather higher inflation. The majority 
who will not need care, can spend these 
savings in any way they choose or leave them 
to their loved ones.

Preparing for Later 
Life and Care Costs
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Planning for the 
Next Generation

We can all say that we wish we had known 
in our youth what we know now. Passing on 
good savings habits, budgeting skills and the 
tools which help us have a healthy relationship 
with money may help future generations.

Money lessons for kids

Parents and grandparents can also pass on 
wealth to children and help them kick start 
their adult life. These may include tax breaks 
on the gift and tax privileged savings such as 
Junior ISAs (JISA) and pensions. Children may 
make pension savings of up to £2,880 per 
year and receive 20p in the £ of tax relief on 
their savings so they have up to £3,600 saved, 
even if they are not taxpayers. Pension plans 
can be accessed after age 55. JISA savings of 
up to £4,368 can be made each tax year until 
the child is 18.

Bank of Nan and Grandad

Top Tip

Start saving for younger 
family members. Pass on 
good financial habits to the 
next generation.

Since 2015 private pension funds, not spent 
on the death of the owner can be passed on 
to others and retained in the tax privileged 
pension. Plans started before 2015 may 
not include this option, so a review of older 
pension plans may be beneficial. Leaving 
unspent pensions to family members who 
have not been able to build up much pension 
of their own helps narrow the gender
pension gap.

CASE STUDY - The Wealthy Grandmother

Emily: Retired age 70 and living off her pensions. Emily has been fortunate to belong to good 
employer’s pension schemes and to benefit from the pensions of her late husband. She has 
£1,000 per month surplus income and likes to spend it on her grandchildren. She’s worried that 
they’ll find it harder than her to save for retirement. Emily is also concerned about the inheritance 
tax due on her estate and would like to help her grandchildren save while she’s still able to make 
lifetime gifts to them. She is conscious that should she need care in her later life she may need all 
her savings, so doesn’t wish to make large capital gifts to her family yet.

Her three grandchildren are aged 2, 6 and 7. She can pay into a pension for each of them up to 
the limit of £2,880 per tax year. Even though the children are not taxpayers, their pensions will 
have 20% tax relief added so that every £8 paid increases to £10. The growth on the fund and any 
reinvested income is also tax free. They will not be able to access the pension funds until their late 50s.

Emily can make regular gifts of her surplus income as an exempt gift for inheritance tax purposes. 
She pays £240 per month into a personal pension for each grandchild, worth £300 when tax relief 
is added. As she is not yet 75 she can also pay some of her surplus income into a pension for 
herself and gain tax relief on it at her marginal rate of 40%, so that her £240 per month grows to 
£300 and she can reclaim a further £720 per year of tax relief. This additional fund can be used 
by Emily for her own later life needs or left to her grandchildren after her death but outside of her 
estate for tax purposes.

Top Tip

Review private pensions 
started before 2015 so 
that unspent funds may 
be passed down the 
generations.
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Conclusion

We hope you have found this guide helpful, 
and if you have, please pass it on to friends, 
family and the next generation of younger 
women who are facing the challenges of 
funding their retirement.

If you have any comments or questions 
following reading this guide, or would like 
to speak to us about any other financial 
planning areas, please do not hesitate to get 
in touch by emailing
genderpensiongap@lebc-group.com.

If you’d like to speak to one of LEBC’s 
financial planners about narrowing 
the Gender Pension Gap or any other 
matter please get in touch:

Call 0800 055 6585

Or visit our website

Or email  
genderpensiongap@lebc-group.com

Appendix 1

Table of UK income tax rates

England, Wales & Northern Ireland (2019/20)

Personal allowance £12,500

Basic – 20% On annual earnings between £12,501 - £50,000

Higher – 40% On annual earnings between £50,001 - £150,000

Additional – 45% On annual earnings above £150,000

Scotland (2019/20)

Personal allowance £12,500

Starter – 19% On annual earnings between £12,501 - £14,549

Basic – 20% On annual earnings between £14,550 - £24,944

Intermediate – 21% On annual earnings between £24,945 - £43,430

Higher – 41% On annual earnings between £43,431 - £150,000
Additional – 46% On annual earnings above £150,000

Important Information

This guide is for information and guidance only, it does not constitute a recommendation or advice.  
If you are unsure whether any action is suitable for your individual circumstances, you should seek 
professional advice.

All information contained in this guide is based on our current understanding of UK tax law at the time  
of writing. Taxation legislation is subject to change.

The Financial Conduct Authority does not regulate taxation advice.

The value of investments may fall as well as rise and you may not get back what you put in.

Established in 2000, LEBC Group has become a driving force within 
the independent financial advisory and employee benefits sector.

About LEBC Group

With a network of locations spanning the UK, 
we give our clients the power to take control of  
their financial future by delivering specialist 
advice on a local level, with the reassurance 
and support of a national operation.

As experts in our field, we provide impartial 
financial solutions tailored to the specific 
requirements of both individuals and 
organisations. Our specialist team of 
advisers and support staff ensure long-term 

client relationships are maintained through 
unmatched service and mutual trust.

It is this commitment to putting you at the 
heart of everything we do that is key to our 
success and the reason we believe we stand 
out within the market. It is why you can rely 
on us to have the insight to understand your 
needs today and the foresight to help you 
create a better tomorrow.
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LEBC Group Ltd is authorised and regulated by the Financial Conduct Authority. Registered address: 1285 
Century Way, Thorpe Park, Leeds, West Yorkshire LS15 8ZB. LEBC Group Ltd is entered on the Financial 
Services Register under reference 760755. Registered in England and Wales. Company number 03995199.

Tel 0800 055 6585 
Lines are open Monday to Friday, 9am-5pm

genderpensiongap@lebc-group.com
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