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The triple lock ensures that the weekly rate of the State Pension increases each year by
the highest of average earnings growth, inflation, or 2.5 per cent. When it was introduced
in 2011, it was originally intended to modestly improve the adequacy of retirement
incomes.

This report examines the impact of the triple lock on State Pension rates and overall
spending. It shows that the policy has significantly increased both. Looking ahead, the
triple lock is also expected to remain the main driver of higher State Pension spending.

Our conclusion is that the triple lock needs to be reformed. It is unsustainable,
unpredictable, and intergenerationally unfair. At a time when the UK already faces large
budget deficits, rising public debt, low growth, and stretched public services, the triple
lock is simply no longer affordable or fair.

The report also outlines several reform options that would place the State Pension
system on a fairer and more sustainable footing over the medium to long term. The
savings from reform could help reduce the deficit, while also strengthening targeted
support for poorer pensioners.

State Pension spending has increased significantly over the past two decades. In
2025-26, the State Pension is projected to cost £146 billion, equivalent to around 5 per
cent of GDP. In 2005-06, spending stood at £86 billion.” Over this period, the cost of the
State Pension has increased by almost 70 per cent in real terms.

The triple lock has materially increased weekly pension rates. In 2025-26, the full
basic State Pension is between £6 and £24 per week higher than under the main
alternative uprating mechanisms, while the full new State Pension is between £5 and £22
per week higher.?

These higher weekly rates have translated into higher overall spending. State Pension
expenditure has risen from £108 billion in 201112 to £146 billion in 2025-26. Had
alternative uprating mechanisms been in place since 2011-12, spending in 2025-26
would be around £132 billion under inflation-only uprating, £135 billion under the average
of inflation and earnings, £138 billion under earnings-only uprating, and £143 billion
under a double lock.

T All figures in this paper are expressed in 2025/26 prices unless otherwise stated.
2The alternative uprating mechanisms considered in this paper include inflation, earnings, the average of
inflation and earnings, and a double lock, which removes the 2.5 per floor.
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The burden on the working-age population has also increased. In 2011-12, the
government spent around £3,200 per working-age adult on the State Pension. By 2025-
26, this had risen to around £4,100, a 28 per cent real-terms increase.

Looking ahead, implementing an alternative uprating mechanism would generate
substantial and growing savings. In our central projection, annual savings by 2030-31
range from just over £1 billion under a double lock to just over £9 billion under inflation-
only uprating. By 2045-46, annual savings rise to around £9 billion under a double lock,
£17 billion under earnings-only uprating, £34 billion under uprating by the average of
inflation and earnings, and £52 billion under inflation-only uprating.

Recommendations

IF recommends replacing the triple lock with a more stable and sustainable uprating
mechanism. Our preferred reform pathway is to cap State Pension increases at inflation
until 2030-31, and then uprate the State Pension by the average of inflation and earnings
thereafter.

e This is the most balanced reform option. It would generate substantial long-
term savings, reduce the volatility associated with the triple lock, while also
preserving a link between pension uprating and broader improvements in living
standards.

o This reform would deliver significant fiscal savings over time. We estimate that
itwould save around £19 billion per year by 2035-36, £28.5 billion by 2040-41, and
£38 billion per year by 2045-46.

e Some of the savings should be redistributed to the poorest pensioners. We
propose a new Low-Income Pension Supplement for households receiving
Pension Credit, worth £30 a week (£1,560 per year) in 2026-27, fully disregarded
inthe means test, and uprated thereafter in line with the State Pension. This would
deliver a clear and targeted boost to poorer pensioners, while still absorbing only
a modest share of the total savings. By the mid-2030s, the cost would amount to
only around 10 per cent of the savings from our preferred reform.
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1. The impact of the triple lock

In the UK, the State Pension system provides a minimum level of retirement income to
individuals who have reached State Pension age.® This system operates on an unfunded
‘pay-as-you-go’ basis. This means that the State Pension currently received by older
individuals is funded through the National Insurance contributions (NICs) of those who
are currently working. Eligibility for the State Pension, as well as the rate of payment,
depends on an individual’s NICs record.*

The State Pensionis already one of the largest areas of government spending. In 2025-26,
it is estimated to cost UK taxpayers around £146 billion.® This is equivalent to around 5
per cent of GDP.® In 2005-06, spending on the State Pension amounted to £86 billion. This
means that, over the last two decades, the cost of the State Pension has increased by
almost 70 per cent in real terms.

1.1 Why was the triple lock introduced?

The rising cost of the State Pension has partly been driven by the triple lock. This is a
policy commitment that guarantees the weekly rate of the basic and new State Pensions
increases each year by the highest of average earnings growth, inflation, or 2.5 per cent.

When it was introduced in 2011, the triple lock was intended to improve the adequacy of
retirementincomes. Since the early 1980s, the State Pension had been annually uprating
in line with rising prices. This resulted in the value of the State Pension declining relative
to earnings. After peaking at 26 per cent of average earnings in 1979, the value of the basic
State Pension fell to about 16 per cent of average earnings between 2000 and 2010.”

1.2 The impact on State Pension rates

The impact of the triple lock on weekly State Pension rates has been substantial.® As
Figure 1 illustrates, the full basic State Pension for an individualin 2025-26 is £176.45 per
week. This represents a considerable premium over alternative uprating mechanisms:
£23.50 (15.4 per cent) higher than inflation-only uprating since 2011-12, and £17 (10.7
percent) higher than if it had been linked to earnings. The current rate is also £20.15 (12.9
per cent) above what would have resulted from the average of inflation and earnings, and
£6.30 (3.7 per cent) higher than under a double lock mechanism.

3 The system comprises two main schemes: the new State Pension, which applies to individuals who
reached State Pension age after April 2016, and the basic State Pension, which applies to those who reach
State Pension age before that date.

4 For people reaching State Pension age after April 2016, 35 years of NICs are necessary to qualify for a full
new State Pension.

5 DWP, Benefit expenditure and caseload tables 2025.

8 OBR, Fiscal risks and sustainability report July 2025.

7Hobson, F., Harker, R., & Kirk-Wade, E. (2023) House of Commons Library. State Pension triple lock.

8 The tables containing all these figures are included within the appendix.
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Figure 2 highlights the impact of the triple lock on the rate of the new State Pension.

Figure 2:
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New State Pension rate under alternative uprating mechanisms, 2016-17 to 2025-26
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In 2025-26, the full new State Pension was £230.25 per week. This exceeds alternative
mechanisms by £21.50 (10.3 per cent) compared to inflation-only uprating since 2016-
17, £8.20 (3.7 per cent) compared to earnings-based uprating, £4.75 (2.1 per cent)
compared to the double lock, and £14.80 (6.9 per cent) compared to the average of
earnings and inflation.

1.3 The bigger fiscal picture

The triple lock’s impact on overall State Pension spending is illustrated in Figure 3. State
Pension expenditure has risen from around £108 billionin 2011-12 to £146 billionin 2025-
26. This represents a real-terms increase of around 35 per cent in 14 years. Under
alternative uprating mechanisms, spending would be considerably lower: £132 billion
with inflation-only uprating, £138 billion with earnings-based increases, £143 billion
under a double lock system, and £135 billion using the average of inflation and earnings.

Figure 3:
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1.4 The demographic challenge

The rising cost of the State Pension has also been driven by the ageing of the population.®
Figure 4 illustrates how the demographic composition of the UK has changed over the
last few decades. ' In 1950, there were around 5.4 million people aged 65 or over,

® OBR, Fiscal risks and sustainability report July 2025.
0 Ritchie, H., & Roser, M. (2019) Our World in Data. Age Structure.
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comprising just 11 per cent of the population. In 2024, this figure had risen to around 13.5
million, or 19 per cent of the population. These demographic trends reflect both falling
birth rates and rising life expectancy."

But Figure 4 also highlights how the age structure of the UK is projected to radically

change over the coming decades. In 2050, it is estimated that there will be around 18.6
million people aged 65 or over, making up just under a quarter of the overall population.
By the end of the century, this figure could rise to 23.1 million, or 31% of the population.

Figure 4:
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These demographic changes will have profound economic and fiscal implications. An
ageing population affects the size of the UK’s labour market, as older individuals are
much less likely to work compared to younger people. An ageing population will therefore
lower the proportion of the overall population who are economically active, reducing
economic output per person and placing downward pressure on economic growth.'?

The ageing population will also place growing pressure on the public finances. In general,
government spending is highest for older age groups, while tax revenues are largest for
those of working age.

" ONS (2019), Living longer and old-age dependency — what does the future hold?
2 André, C., Gal, P., & Schief, M. (2024) OECD. Enhancing Productivity and Growth in an Ageing Society:
Key Mechanisms and Policy Options.
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The Office for Budget Responsibility (OBR) recently modelled the net fiscal contributions
of different age groups.™ This refers to the average tax revenues per person minus average
government spending per person. The OBR predicts that in 2028-29, the average net
fiscal contribution of someone aged 30-39 will be £19,300, rising to £23,300 for someone
aged 40-49. By contrast, for those aged 70-79, this figure declines to negative £20,600,
and negative £35,100 for those aged 80-89. These deficits in older age groups are driven
by a combination of lower tax revenues and larger age-related spending on healthcare
and the State Pension. Population ageing will, therefore, tend to increase government
spending per person while decreasing tax revenue per person.

Some argue that these kinds of concerns about the consequences of an ageing
population are overstated. Such critics often point out that rising longevity and other
factors are leading more people to continue working for longer, offsetting the overall
impacts of an ageing population. And there is some evidence for this trend: the
employment rate for those aged 65 or over in late-1995 was just 5 per cent, compared to
12.7 per cent today.' However, as recent research by the OECD has demonstrated,
extending working lives is expected to only modestly mitigate rather than offset the
broader economic and fiscal challenges posed by an ageing population.'®

1.5 The triple lock is fiscally unsustainable

The combination of population ageing and the triple lock means that the State Pension
will consume an increasingly large share of the economy over the coming decades. This
is illustrated in Figure 5 below.

In 2023-24, State Pension spending along with other pensioner benefits amounted to
around 5.6 per cent of GDP. By 2073-74, this figure will rise to almost 9 per cent of GDP.
Health spending is projected to follow a similar path, rising from 7.9 per cent of GDP in
2023-24to 14.5 per centin 2073-74. Much of this additional spending on health will also
be directed towards older individuals, as the government already spends around three
times more per person on healthcare for pensioners compared to working-age adults."’

3 OBR, Fiscal risks and sustainability report September 2024.

14 See, for example, Davis, N. (2024) The Guardian. Concerns about ageing society ignore huge
opportunities, says population expert.

8 ONS, Employment, unemployment and economic inactivity by age group.

8 André, C., Gal, P., & Schief, M. (2024) OECD.

7 Nakkan, C. (2025) Intergenerational Foundation. A growing divide: Two decades of intergenerational
unfairness.
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Figure 5:
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The OBR has warned that this projected level of spending on the State Pension is fiscally
unsustainable.” When the triple lock was introduced, it was forecast to only modestly
increase the generosity of the State Pension over time. Instead, it has proven significantly
more expensive than expected. The OBR now estimates that the policy will cost an
additional £15.5 billion a year by 2029-30. This is nearly three times higher than the £5.2
billion originally forecast at the time of its implementation.

Looking further ahead, the triple lock's fiscal impact becomes even more significant. Of
the projected increase in State Pension spending from 5 to 7.7 per cent of GDP over the
next 50 years, the OBR attributes 1.6 percentage points to the triple lock, with the
remaining 1.1 percentage points reflecting demographic changes.'® This means that the
triple lock alone accounts for well over half of the projected increase in State Pension
spending. In a fiscal context where underlying debt is approaching 100 per cent of GDP
and other spending pressures are intensifying, the OBR reasonably concludes that if
current State Pension policy settings are maintained, "debt would be on an unsustainable
path."?°

'8 OBR, Fiscal risks and sustainability report July 2025.
% This excludes other pensioner benefits.
20 OBR, Fiscal risks and sustainability report July 2025.
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1.6 The triple lock is unpredictable

The triple lock also introduces significant unpredictability into long-term fiscal planning.
Because the uprating is tied to the highest of earnings, inflation, or 2.5 per cent, the cost
of the State Pension becomes highly sensitive to macroeconomic volatility. Since 2010,
the 2.5 per cent or inflation element has driven uprating in 8 of 13 years, resulting in larger
and more volatile increases than originally anticipated.?’

The OBR also considers different future scenarios to try to assess this long-term fiscal
risk. If macroeconomic volatility remains at post-2010 levels, State Pension spending
could rise to 9.1 per cent of GDP by the early 2070s.22 If volatility instead falls back to pre-
2010 levels, spending could fall to 6.3 per cent of GDP.

1.7 The triple lock is intergenerationally unfair

Beyond concerns about its fiscal unsustainability and unpredictability, the triple lock is
also intergenerationally unfair. While it has helped reduce pensioner poverty, it now
delivers large, untargeted gains to all pensioners, including those who are already well-
off. Given that the State Pension is not means-tested, every pensioner receives the same
uplift, regardless of income, assets, or broader financial circumstances. This includes
those with substantial private pension incomes or significant housing wealth, who
are often among the wealthiest households in the country.??

Meanwhile, younger generations face a very different set of economic circumstances. As
recent research by IF has demonstrated, young people in the UK are falling further behind
older generations.?* Despite becoming more educated, young people today face higher
levels of unemployment, greater job insecurity, and relatively stagnant wages. They are
less likely to own a home and more likely to spend the majority of their income on
essentials. At the same time, they are saddled with rising student debt burdens and face
high marginal tax rates. Moreover, around three in ten children in the UK currently live in
poverty, while government spending is increasingly skewed towards the old.

21 A further problem with the triple lock is its “double bounce” effect: an inflation shock can feed through
first via CPl and then again via the following year’s earnings measure, as wages adjust. For example, the
full new State Pension rose by 10.1% in April 2023 and by a further 8.5% in April 2024. This allows the
same shock to push up pension spending twice, ratcheting costs upwards without any equivalent
improvement in real living standards.

22 This also excludes other pensioner benefits.

2 |Intergenerational Foundation (2022), 3 million pensioner millionaires: Identifying the numbers.

24 Nakkan, C. (2025) Intergenerational Foundation. A growing divide: Two decades of intergenerational
unfairness.
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Figure 6:
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The nature of this intergenerational transfer becomes even clearer when we examine
State Pension spending per working-age adult. Figure 6 demonstrates thatin 2011-12,
when the triple lock was introduced, the government spent around £3,200 on the State
Pension per working-age adult. By 2025-26, this figure had risen to around £4,100. This
is a 28 per centincrease in real terms.

1.8 How to reduce spending on the State Pension

As this section has made clear, the triple lock has evolved from a policy designed to
modestly improve the adequacy of pensionerincomes into an expensive mechanism that
increasingly transfers resources from younger, less well-off workers to older, wealthier
pensioners. With demographic and fiscal pressures set to intensify over the coming
decades, reforming the State Pension is now a matter of national urgency. Given these
concerns, there are three main ways to constrain the growth in State Pension spending.

i) Raising the State Pension age

The first approach is to further increase the State Pension age. The current State Pension
age is 66 for both men and women, having risen from 65 for men and 60 for women over
the past decade. Under existing legislation, the State Pension age is scheduled to rise to
67 between 2026 and 2028, and to 68 between 2044 and 2046. However, the government
has announced an independent review of the State Pension age, examining whether
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these planned increases remain appropriate given changing life expectancy trends and
labour market conditions.?®

Raising the State Pension age would reduce spending by shrinking the number of people
eligible for benefits while potentially increasing the number of working-age contributors.
However, this approach has some limitations. For one thing, it places the burden of
adjustment on those approaching retirement, who may have limited capacity to extend
their working lives due to health, skills, or labour market conditions.

Moreover, most of the large baby-boomer cohortis already over or near State Pension age.
This cohort will add significantly to expenditure over the coming decades regardless of
future State Pension age increases. In other words, while rising the State Pension age in
line with increases in life expectancy is essential for long term, it cannot entirely prevent
the fiscal pressures arising in the next few decades

ii) Introducing means-testing

The second approach is to introduce some form of means-testing to better target State
Pension support to those who need it most. Australia provides an instructive model
through its Age Pension system, which operates as a safety net rather than a universal
benefit. The Australian Age Pension is subject to both income and asset tests, ensuring
that payments are directed to those most in need of support. Under this system,
pensioners with substantial private savings, property wealth, or other income sources
receive reduced payments or no Age Pension at all.

This approach offers significant advantages in terms of both fiscal sustainability and
intergenerational equity. It would reduce the cost of the pension system by eliminating
payments to wealthy retirees who do not need state support, while preserving adequate
incomes for those who do. By way of comparison, Australia expects its Age Pension
spending to fall from 2.3 per cent of GDP in 2022-23 to just 2.0 per cent by 2062-63.%°

iii) Reforming the uprating mechanism

The third approachis to change the uprating mechanism. There are four main alternatives
to the triple lock:?’

% Intergenerational Foundation (2025), Third State Pension age review response.

26 Treasury (2023), Intergenerational Report: Australia’s future to 2063.

27 Another alternative, recently proposed by the Institute for Fiscal Studies (IFS), is to replace the triple lock
with a ‘smoothed earnings link’. Under this approach, the government would set a target for the value of the
new State Pension as a share of median full-time earnings. When the pension is at that target, it would rise
in line with average earnings growth. In years when inflation exceeds earnings growth, however, the pension
would instead be uprated by inflation, until real earnings recover and the pension can return to its target
share of earnings. Depending on where the target is set, this approach could generate meaningful savings
while also reducing some of the volatility and unpredictability associated with the triple lock. This paper
does not model that option, as its design and effects have already been examined in detail by the IFS. For
further discussion, see IFS (2025), The Pensions Review: final recommendations.
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e Earnings-only uprating would link pension increases solely to wage growth,
ensuring that pensioners maintain their position relative to working-age incomes
without the additional generosity of the 2.5 per cent floor or inflation protection
during periods of low wage growth.

¢ Inflation-only uprating would protect pensioners' purchasing power but allow
their relative position to decline during periods of strong wage growth, similar to
the pre-2011 system.

e Average of earnings and inflation represents a middle path that has been
recommended by the OECD. 2 This approach would provide more moderate
increases than the triple lock while maintaining some link to both living standards
and living costs.

e Double lock would retain the higher of earnings or inflation but eliminate the 2.5
per cent floor.

This report will only focus on the alternatives to the triple lock. While introducing some
form of means-testing will likely be unavoidable in the longer-term, such reforms will
almost certainly be complex and highly contested. By contrast, changing the uprating
mechanism is straightforward and would generate immediate fiscal savings. As such, the
following section examines the fiscal implications of different uprating mechanisms over
the next 20 years.

2. Alternatives to the triple lock

As the OBR has highlighted, one of the inherent difficulties in forecasting future State
Pension expenditure is that the triple lock makes overall spending highly sensitive to
macroeconomic volatility. Because pensions rise by the highest of inflation, average
earnings growth, or 2.5 per cent, unpredictable changes in macroeconomic conditions
can have large and lasting effects on the spending baseline.

This makes it challenging to accurately predict how much the State Pension will cost at
any given pointin the future. Put simply, we do not know how inflation or earnings growth
will evolve over the next two decades. And, as the experience of the past 15 years
demonstrates, macroeconomic volatility can be significantly greater than official
forecasts anticipate.

Despite these uncertainties, it is still possible to generate reasonable estimates of future
State Pension spending. This report uses a model that accounts for different levels of
macroeconomic volatility. More specifically, it estimates the potential savings from
alternative uprating mechanisms under low, medium, and high volatility scenarios.

As the analysis in this section demonstrates, the higher the level of volatility, the more
expensive the triple lock becomes relative to other uprating mechanisms. Full details of

28 OECD (2023), Economic Policy Reforms: Going for Growth.
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the model, including the underlying assumptions and methodology, are set out in the
appendix.

2.1 Low volatility

Figure 7 illustrates the estimated annual savings from alternative uprating mechanisms
under a low volatility scenario. These estimates are presented relative to the baseline of
maintaining the triple lock, and assume that the uprating mechanism is changed from
2026-27 onwards.

Figure 7:
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To reflect the inherent unpredictability of the triple lock, multiple simulations of the low
volatility scenario were conducted. The columns show the median estimated savings
across these simulations, while the error bars represent the range between the minimum
and maximum outcomes.

As Figure 7 demonstrates, even under a low volatility scenario, the potential savings from
reforming the uprating mechanism are substantial and increase steadily over time.

By 2030-31, moving to inflation-only uprating would generate annual savings of around
£9 billion. Linking the State Pension to the average of inflation and earnings would deliver
savings of just under £5 billion. Earnings-only uprating would save almost £1.5 billion,
while a double lock would deliver savings of around £1 billion.
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By the mid-2030s, the gap between these mechanisms widens. In 2035-36, inflation-only
uprating is estimated to save around £18 billion per year relative to the triple lock. This
compares to roughly £12 billion under the average of inflation and earnings, £3.5 billion
under earnings-only uprating, and just under £3 billion under a double lock.

The savings continue to compound over time. By 2040-41, inflation-only uprating delivers
estimated annual savings of almost £29 billion, rising to around £45 billion by 2045-46.
But the other alternative mechanisms also generate meaningful reductions in spending
by the mid-2040s. The average of inflation and earnings would save around £26 billion per
year, while earnings-only uprating would save around £8 billion and a double lock around
£6 billion.

2.2 Medium volatility

Figure 8 below applies the same methodology as Figure 7, but depicts a medium volatility
scenario in which inflation and earnings deviate more from their long-run assumptions.
As before, the estimates are based on multiple simulations, with the columns showing
median savings and the error bars reflecting the range of outcomes.

The overall ranking of the uprating mechanisms remains unchanged. Inflation-only
uprating delivers the largest estimated savings, followed by the average of inflation and
earnings, then earnings-only, and finally the double lock. However, the scale of the
savings is larger than in the low volatility scenario.

Figure 8:
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By 2030-31, inflation-only uprating is estimated to save just over £9 billion per year
relative to the triple lock. This compares to around £6.5 billion under the average of
inflation and earnings, almost £3 billion under earnings-only uprating, and just over £1
billion under a double lock.

By 2035-36, the savings widen further. Inflation-only uprating is projected to save just
under £20 billion per year, while the average of inflation and earnings delivers around £15
billion. Earnings-only uprating would save roughly £6.5 billion, and the double lock just
under £5 billion.

As before, the divergence becomes more pronounced towards the end of the forecast
period. By 2040-41, inflation-only uprating delivers savings of around £37 billion per year,
risingto approximately £52 billion by 2045-46. The average of inflation and earnings saves
around £24 billion by 2040-41, increasing to roughly £34 billion by 2045-46. Earnings-
only uprating generates savings of around £11 billion in 2040-41, rising to almost £17
billion by the mid-2040s. Meanwhile, savings under a double lock increase from around
£6.5 billion in 2040-41 to almost £9 billion by 2045-46.

2.3 High volatility

Figure 9 applies the same methodology to a high volatility scenario, in which inflation and
earnings deviate more substantially from their long-run assumptions. As in the previous
figures, the columns represent the median estimated savings across multiple
simulations, while the error bars show the full range between the minimum and
maximum outcomes.

The ordering of the uprating mechanisms remains unchanged. Inflation-only uprating
delivers the largest estimated savings, followed by the average of inflation and earnings,
then earnings-only uprating, and finally the double lock. However, both the scale of the
savings and the degree of uncertainty are larger than in the low and medium volatility
scenarios.

By 2030-31, inflation-only uprating is estimated to save around £13 billion per year
relative to the triple lock. The average of inflation and earnings would save roughly £8.5
billion, earnings-only uprating around £4 billion, and the double lock just over £2 billion.

By 2035-36, inflation-only uprating is projected to save around £25 billion per year,
compared to approximately £19 billion under the average of inflation and earnings.
Earnings-only uprating would save around £12 billion, while the double lock would deliver
savings of roughly £6 billion.
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Figure 9:
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Over time, the fiscal differences become even more substantial. By 2040-41, inflation-
only uprating delivers median annual savings of around £46 billion, rising to almost £66
billion by 2045-46. The average of inflation and earnings saves roughly £31 billion by
2040-41 and almost £45 billion by the mid-2040s. Earnings-only uprating generates
savings of around £17 billion in 2040-41, increasing to approximately £23 billion by 2045-
46. Meanwhile, savings under a double lock rise from just under £9 billion in 2040-41 to
almost £12 billion by the end of the forecast period.

Crucially, the uncertainty around these estimates also increases markedly. The upper
bound of inflation-only savings reaches over £87 billion by 2045-46, while even the lower
bound remains above £41 billion. This widening range illustrates the central fiscal risk
embedded in the triple lock: the greater the volatility in inflation and earnings, the larger
and more unpredictable the long-term cost.

3. How to unlock the triple lock

Havingillustrated the potential costs of the triple lock under a range of volatility scenarios,
this final section sets out three reform pathways that would place the State Pensionon a
more sustainable trajectory over the medium to long term.

All three pathways begin in the same way. Annual increases in the State Pension are
capped at inflation until 2030-31. This initial period of restraint helps to stabilise
spending and prevents further ratcheting of the baseline in the near term.
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From 2030-31 onwards, the pathways diverge:

¢ Reform A continues to uprate the State Pension in line with inflation until the end
of the forecast period.

e Reform B uprates the State Pension by the average of inflation and earnings.
e Reform C links uprating to earnings growth only.

Figure 10 presents the estimated annual savings from each reform pathway under the
medium volatility scenario. As in the previous section, the estimates are derived from
multiple simulations, with the columns showing the median outcome and the error bars
reflecting the range of possible savings.

By 2030-31, all three reforms generate similar savings of around £9.5 billion per year
relative to retaining the triple lock. This reflects the shared initial phase of inflation-only
uprating. Thereafter, the differences become more pronounced. By 2035-36, Reform Ais
estimated to save around £20 billion per year, Reform B approximately £19 billion, and
Reform C around £11.5 billion.

By 2040-41, the divergence widens further. Reform A delivers annual savings of roughly
£37 billion, Reform B around £28.5 billion, and Reform C approximately £18.5 billion. By
2045-46, Reform A generates savings of around £52 billion per year. Reform B delivers
approximately £38 billion, while Reform C produces savings of around £25 billion.

Figure 10:
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Ofthe three pathways, Reform B represents the most balanced approach. First, it delivers
substantial and growing fiscal savings over the medium and long term. As Figure 10
demonstrates, the savings compound steadily, reaching around £38 billion per year by
2045-46.

Second, uprating by the average of inflation and earnings introduces greater stability into
the system. By smoothing the effects of short-term macroeconomic volatility, it reduces
the likelihood of sudden increases in State Pension spending. In doing so, it addresses
one of the central weaknesses of the triple lock, namely its sensitivity to fluctuations in
inflation and earnings growth. This is why the OECD has identified average-based
uprating as a more fiscally sustainable and predictable alternative.

Third, Reform B retains a link to earnings growth. This ensures that pensioners continue
to share in improvements in living standards over time, rather than becoming detached
from broader earnings trends.

Taken together, Reform B would materially reduce long-term fiscal risks while preserving
a clear connection between pensions and working-age incomes. It represents a
proportionate and necessary step towards reforming the triple lock without severing the
State Pension’s link to living standards.

3.1 Protecting the poorest pensioners

Reforming the triple lock is not an end in itself. The purpose of reform is to place the
public finances on a more sustainable footing, while ensuring that public resources are
better targeted towards those who most need support. To that end, some of the savings
from reforming the triple lock should be redirected to the poorest pensioners.

There are several ways this could be done. One option would be to increase the
generosity of Pension Credit itself, either by raising the Guarantee Credit amount or by
adjusting the relevant thresholds. But we propose a simpler and more transparent
approach: a new Low-Income Pension Supplement for individuals receiving Pension
Credit. This would provide a clear, targeted boost to poorer pensioners without preserving
the current system of large untargeted increases for all.

Under this proposal, the supplement would be set at £30 a week in 2026/27, uprated by

CPluntil 2030/31, and by the average of inflation and earnings thereafter. This would keep

the supplement aligned with the State Pension. To preserve the integrity of the means test,
the supplement would be fully disregarded when Pension Credit entitlement is assessed.

In other words, receiving the supplement would not reduce an individual’s existing
Pension Credit award. The full annual value of the supplement would be £1,560 in

2026/27.

This approach would have several advantages. First, it would ensure that poorer
pensioners share in the gains from reform, even as overall spending on the State Pension
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is brought under control. Second, it would target support far more effectively than the
triple lock, which gives the same annualincrease to wealthy and low-income pensioners
alike. Third, it would be relatively straightforward to administer, since eligibility could be
tied to the existing Pension Credit system rather than requiring the creation of a wholly
new means test. Fourth, it could help improve Pension Credit take-up, since a more
generous and visible payment would strengthen the incentive for eligible pensioners to
claim the support to which they are already entitled.

On our estimates, a £30 weekly supplement would cost around £2 billionin 2026/27, £1.8
billion by 2030/31, £1.9 billion by 2035/36, £2.1 billion by 2040/41, and £2.2 billion by
2045/46. By the mid-2030s, this would amount to only around 10 per cent of the savings
generated by our preferred reform pathway. In other words, it would be possible both to
offer stronger protection to pensioners most at risk of financial hardship and to use the
majority of the savings to improve the wider fiscal position.

Appendix:

Assumptions and methodology for Section 1:

Table A.1: Assumptions for alternative uprating mechanisms, 2011/12 to 2025/26

Year CPI Earnings Triple Lock Double lock | Average of
earnings and
CPI
2011/12 3.10% 1.30% 4.60% 3.10% 2.20%
2012/13 5.20% 2.80% 5.20% 5.20% 4.00%
2013/14 2.20% 1.60% 2.50% 2.20% 1.90%
2014/15 2.70% 1.20% 2.70% 2.70% 1.95%
2015/16 1.20% 0.60% 2.50% 1.20% 0.90%
2016/17 -0.10% 2.90% 2.90% 2.90% 1.40%
2017/18 1.00% 2.40% 2.50% 2.40% 1.70%
2018/19 3% 2.20% 3.00% 3.00% 2.60%
2019/20 2.40% 2.60% 2.60% 2.60% 2.50%
2020/21 1.70% 3.90% 3.90% 3.90% 2.80%
2021/22 0.50% -0.90% 2.50% 0.50% -0.20%
2022/23 3.10% 8.40% 3.10% 3.10% 5.75%
2023/24 10.10% 5.40% 10.10% 10.10% 7.75%
2024/25 6.70% 8.50% 8.50% 8.50% 7.60%
2025/26 1.70% 4.10% 4.10% 4.10% 2.90%
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Table A.2: Basic State Pension under alternative uprating mechanisms, 2011/12 to 2025/26

Year Triple lock CPI Earnings Double lock Average of
earnings and
CPI
2011/12 £102.15 £102.15 £102.15 £102.15 £102.15
2012/13 £107.45 £107.45 £105.00 £107.45 £106.25
2013/14 £110.15 £109.85 £106.70 £109.85 £108.25
2014/15 £113.10 £112.80 £107.95 £112.80 £110.35
2015/16 £115.95 £114.15 £108.60 £114.15 £111.35
2016/17 £119.30 £114.05 £111.75 £117.45 £112.90
2017/18 £122.30 £115.15 £114.45 £120.25 £114.85
2018/19 £125.95 £118.65 £116.95 £123.90 £117.80
2019/20 £129.20 £121.45 £120.00 £127.10 £120.75
2020/21 £134.25 £123.55 £124.70 £132.05 £124.15
2021/22 £137.60 £124.15 £123.55 £132.70 £123.90
2022/23 £141.85 £128.00 £133.95 £136.85 £131.05
2023/24 £156.20 £140.95 £141.20 £150.65 £141.20
2024/25 £169.50 £150.40 £153.20 £163.45 £151.90
2025/26 £176.45 £152.95 £159.45 £170.15 £156.30

Table A.3: New State Pension under alternative uprating mechanisms, 2016/17 to 2025/26

Year Triple lock CPI Earnings Double lock Average of
earnings and
CPI
2016/17 £155.65 £155.65 £155.65 £155.65 £155.65
2017/18 £159.55 £157.20 £159.40 £159.40 £158.30
2018/19 £164.35 £161.90 £162.90 £164.15 £162.40
2019/20 £168.60 £165.80 £167.15 £168.45 £166.45
2020/21 £175.20 £168.65 £173.65 £175.00 £171.15
2021/22 £179.60 £169.45 £172.10 £175.90 £170.80
2022/23 £185.15 £174.70 £186.55 £181.35 £180.60
2023/24 £203.85 £192.35 £196.60 £199.65 £194.60
2024/25 £221.20 £205.25 £213.30 £216.60 £209.40
2025/26 £230.25 £208.75 £222.05 £225.50 £215.45

Table A.4: Estimated total cost of the State Pension under alternative uprating
mechanisms, 2011/12 to 2025/26 (£ billions, 2025/26 prices)

Year Triple lock CPI Earnings Double lock | Average of
earnings and
CPI

2011/12 £107.6 £107.6 £107.6 £107.6 £107.6

2012/13 £113.7 £113.7 £111.8 £113.7 £112.8

2013/14 £116.2 £116.0 £113.4 £116.0 £114.7

2014/15 £119.7 £119.4 £115.5 £119.4 £117.4

2015/16 £122.6 £121.2 £116.7 £121.2 £118.9
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2016/17 £122.9 £118.8 £117.1 £121.5 £118.0
2017/18 £123.8 £118.4 £118.0 £122.3 £118.3
2018/19 £125.1 £119.9 £118.7 £123.7 £119.3
2019/20 £124.9 £119.6 £118.7 £123.5 £119.2
2020/21 £122.2 £115.1 £116.3 £120.8 £115.7
2021/22 £125.7 £116.7 £116.7 £122.4 £116.7
2022/23 £124.6 £115.8 £120.7 £121.4 £118.3
2023/24 £132.0 £122.9 £123.8 £128.7 £123.4
2024/25 £140.9 £129.5 £132.4 £137.4 £131.0
2025/26 £146.4 £132.0 £137.8 £142.8 £135.0

To calculate the figuresin Table A.4, we built a model of historical State Pension expenditure. For each year,
we took the observed number of recipients on the basic State Pension and, from 2016/17 onwards, the new
State Pension, and multiplied these caseloads by the relevant weekly pension rate and by 52 weeks. This
produced an initial estimate of annual spending on the basic and new State Pension under the baseline
triple lock path.

Because this simple full-rate calculation slightly overstates expenditure, we then applied a year-specific
adjustment factor to calibrate the model to the outturn data. This factor was defined as actual spending on
the basic and new State Pension divided by the modelled spending on those components before
adjustment. In effect, it scales the model so that the baseline closely matches observed expenditure on
the main State Pension components in each year.

We then added a separate category of “other” State Pension costs, using the actual outturn for each year.
These costs were not modelled separately and were therefore held constant across the alternative uprating
scenarios.

Once the baseline had been calibrated in this way, we generated counterfactual scenarios for the
alternative uprating mechanisms. In each case, the basic and new State Pension rates were uprated using
the relevant rule, such as CPI only, earnings only, the double lock, or the average of earnings and inflation.
Pensioner numbers, the year-specific adjustment factor, and the “other” cost category were held constant
across scenarios. The only thing that changed was the annual uprating applied to the pension rates.

This means the model isolates the effect of different uprating rules on State Pension spending, rather than

attempting to capture any wider effects on caseloads, entitlement patterns, or other pension-related costs.
Assumptions and methodology for Section 2 and 3:

To estimate future State Pension spending under alternative uprating mechanisms, we extended the
expenditure model forward from the 2025-26 baseline. Starting from projected State Pension spending in
2025-26, annual spending was rolled forward by applying the relevant uprating factor under each policy
scenario, together with an assumed 1 per cent annual increase in the size of the relevant pensioner
population. This produced projected nominal spending paths for the baseline triple lock and for each
alternative uprating mechanism.

Because future State Pension spending is highly sensitive to inflation and earnings growth, we did not rely
on a single fixed macroeconomic path. Instead, we modelled annual CPI and earnings growth
stochastically around long-run central assumptions of 2 per cent for CPI inflation and 3 per cent for
earnings growth. In each year, CPl and earnings were allowed to deviate from these central assumptions
by random draws. To reflect the fact that inflation and earnings do not move independently in practice, the
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simulations also allowed for positive correlation between the two series. Lower bounds were applied to
annual CPIl and earnings growth in order to avoid implausibly low simulated values.

We then constructed three volatility scenarios. In the low-volatility scenario, the standard deviation was
set at 0.5 percentage points for CPl and 1 percentage point for earnings. In the medium-volatility scenario,
this rose to 0.75 percentage points for CPl and 1.5 percentage points for earnings. In the high-volatility
scenario, the standard deviation was set at 1 percentage point for CPl and 2 percentage points for earnings.
Across all three scenarios, the long-run central assumptions for CPl and earnings were held constant. The
only thing that changed was the degree of year-to-year macroeconomic volatility. This allowed us to test
how increasingly volatile economic conditions affect the long-term cost of the triple lock relative to
alternative uprating rules.

For each volatility scenario, we ran multiple simulations of future CPIl and earnings paths. These simulated
macroeconomic paths were then used to calculate annual State Pension spending under the triple lock,
inflation-only uprating, earnings-only uprating, the average of inflation and earnings, and the double lock.
Savings were measured relative to the baseline of retaining the triple lock. All projected spending paths
were then converted into 2025-26 prices using a CPIl deflator derived from the simulated inflation path.

The charts in Section 2 report the median annual saving across the simulations for each uprating
mechanism, while the error bars show the full range between the minimum and maximum outcomes. This
approach is not intended to produce a single precise forecast of future spending. Rather, it is designed to
illustrate the scale of potential savings under different uprating rules and under different levels of
macroeconomic volatility, which is central to the fiscal risk created by the triple lock.

The reform pathways in Section 3 were modelled using the same medium-volatility simulation framework.
In each case, projected State Pension spending under the reform was compared against the baseline of
retaining the triple lock. Reform A assumes that annual uprating is linked to CPI throughout the forecast
period. Reform B assumes an initial period of CPl-only uprating, after which the State Pension is uprated
by the average of inflation and earnings. Reform C also begins with CPI-only uprating, but then switches to
earnings-based uprating for the remainder of the forecast period. For each reform pathway, annual savings
were calculated as the difference between projected spending under the baseline triple lock and projected
spending under the reform path in the same year, expressed in 2025-26 prices. As with the volatility
scenarios, the charts report the median annual saving across simulations, with the error bars showing the
minimum and maximum outcomes.
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