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the dick turpin generation 
an examination of ‘generational theft’ 

This strategy note makes one bold and stark claim, which is that the current 
generation is guilty of pilfering on a massive scale. We call this ‘generational 
theft’. As well as short-changing pensioners, we are piling huge obligations 
on to the young people of today and of the future. Will future generations be 
prepared to pick up the tab? And, indeed, is there any reason why they 
should?   
In all modern societies, theft is strictly outlawed, and anyone found guilty of it can expect severe 
punishment. But is wholesale theft occurring under our very noses, with the current generation 
engaged in shameless pilfering both from the elderly and from the young? We believe this to be the 
case. In this brief note, we set out the ‘generational theft’ indictment, and ask what might be done 
about it. 

This note looks at Britain, but it must be emphasised that the UK is examined here purely for 
illustrative reasons – generational theft is a global (or at least a developed world) phenomenon. As 
it’s the simplest (and also the smallest, but perhaps the meanest-spirited) component of the 
generational theft indictment, let’s start with pilfering from the elderly. Though short, the indictment 
here is nasty.  

Picking granny’s pocket … 
The British weekly state pension is £95.25 per week (though only for those with full entitlements). 
According to official figures, this sum has increased by a nominal 56% since 1996-97 (£61.15). This 
sum does represent a modest (15%) real improvement when measured against CPI, which sounds 
fair enough, but there are serious question-marks over the validity of CPI as a measure of the real 
cost of living, particularly where the elderly are concerned.  

In 2007, for example – a year in which fuel and food costs escalated – ASDA calculated consumer 
inflation at 5.2%1, far ahead of reported CPI for the same year (1.8%). And the 56% nominal increase 
in state pensions since 1996 looks pretty mean when compared with an 80% rise in nominal GDP 
over the same period. State pensions, then, have underperformed the economy by 15% over the last 
thirteen years. 

The situation for those who have invested in private pensions is, if possible, even worse. For a start, 
the Labour government’s first budget in 1997 imposed an unprecedented, consensus-breaking tax 
“raid” on private pensions which, in its first year alone, drained £5bn from their funds. Depending 
upon the returns which could have been earned through reinvestment, the total sum extracted from 
private pensions since 1997 is probably in the range £150-225bn2. This tax has picked the pockets of 
the pensioners of the future to pay for the spending of today.  

Largely reflecting increasing longevity – but not helped, of course, by the swingeing tax raid – the 
outstanding liability for defined benefit pension schemes in the UK alone is thought to exceed £1,000 

                                                
1 See ASDA press release, 27th March 2008. ASDA calculated that, within a cost-of-living rise of 5.2%, petrol costs had risen 
by 20.3%, transport by 6.2%, and food by 5.6%. Average after-tax incomes had increased by only 2.3%.  
2 See The UK Pensions Crisis, Terry Arthur and Corin Taylor, November 2008. 
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bn3. With higher inflation and interest rates posing real dangers over the medium- and longer-term, 
companies will be hard pressed to contain a likely future escalation in pension obligations. 

Nearer-term, of course, interest rates are at historic lows. Whilst necessary from a macroeconomic 
point of view, low rates have had a truly pulverising effect on the elderly, impacting not only returns 
on savings but annuity rates as well. In any case, interest earned – which in reality does nothing 
more than maintain capital value in the face of inflation, if it achieves even that – is treated by 
governments as ‘income’ and, iniquitously in our view, is taxed accordingly. 

Shabby treatment of the elderly is not a new theme in itself, but has significant implications when 
seen through the prism of a generational theft concept. Sharp reductions in rates have been 
necessary – indeed, vital - during the financial crisis, but their effect has been to transfer value to the 
current generation (of mortgage-payers) from the elderly of today and tomorrow. 

… and raiding the kids’ piggy-banks ... 
If the circumstances of the elderly are pretty grim, the outlook for the young looks even worse. Most 
obviously, they will be expected to shoulder the burden of a national debt which, even on the basis of 
the arguably-rosy assumptions used by the government, is likely to climb from £800bn to £1.47 trillion 
by 2014-154. This, moreover, is debt as reported on the government’s own definition. On the more 
stringent Maastricht Treaty format, debt is forecast to reach £1.68 trillion by 2014-15. 

If only this were all. In addition to reported debt, of course, there are huge off-balance-sheet items. In 
a 2008 report, the CBI5 estimated that the public sector pension burden had risen to £915bn from the 
£650bn figure published by the government in March 20066. Since it’s likely that there has been 
further escalation since the CBI report, it may be reasonable to assume that the real pension 
obligation now significantly exceeds £1,000bn, and is continuing to rise. 

Though much smaller than the public sector pension commitment, PFI7 is a very striking example of 
generational theft. Essentially, today’s generation gets to use the hospitals and roads paid for by PFI, 
and future generations pick up the tab (which, on the basis of the net present value of the published 
repayment schedule, we estimate at £150bn). 

Taking on- and off-balance-sheet obligations together, then, and using the Treaty definition of debt, 
we estimate that the public sector obligation currently stands at close to £2.2 trillion, and is likely to 
rise to £3 trillion by 2014-15. (Even this isn’t the lot, of course, because it excludes all private-sector 
debt and forward commitments, not to mention future state pensions). 

And here we must draw a very important distinction between on-balance-sheet debt and off-balance-
sheet obligations. A country which retains control of the printing presses is unlikely to go bankrupt in 
its own currency. Rather, developed countries tend to opt for ‘soft default’, in which inflation and 
currency depreciation devalue the sums to be repaid. But this doesn’t work where off-balance-sheet 
obligations are concerned, because these obligations tend to rise in cost as the value of money 
deteriorates. 

How are the young people of today – and of the future – likely to respond to the burden that they are 
being expected to carry? They are likely to find it both unfair and unaffordable, particularly as 
longevity tilts the demographic balance against them. Certain countries (such as Ireland) are already 
addressing the affordability of future public sector pensions. It seems likely that, if future generations 
are anywhere near as selfish as this one, they will cut pensioner benefits whilst also demanding 
much higher contributions from public sector workers.    

 

… isn’t something you learn at skool 

                                                
3 Financial Times, 22nd February 2010 
4 See the 2009 Pre Budget Report  
5 Confederation of British Industry 
6 Clearing the Pensions Fog, CBI, December 2008 
7 Private Finance Initiative 
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And then there’s education. Today’s graduates typically carry student debts of £30,000 even before 
they join the workforce and start bearing the inherited burden of national debt. And, because of the 
expansion in higher education, it is at least arguable that their earning potential has been impaired by 
an over-supply of graduates. 

Nor is this all, of course. Environmentalists and ‘peakniks’i would add that the current generation is 
behaving irresponsibly, degrading the environment and depleting the resource base to the ultimate 
detriment of future generations. Leaving these issues aside (for now), even the purely financial 
aspects of value transfer are quite sufficient to support the generational theft indictment.  

Where, then, does this leave analysts and the media, policymakers and financial market 
professionals? Well, both analysts and the media can perform a valuable service if they research and 
expose the generational theft concept. This is by no means a purely theoretical or altruistic exercise, 
as this issue has real consequences for individuals, for the economy and for investors.  

The position of policymakers is a strange one. They are under significant political pressure from what 
can be termed a ‘want it now, let the kids pay for it later’ generation. An irony here is that most of 
today’s policymakers graduated without material debts in an era where the state paid all tuition fees 
and gave maintenance grants to most students. The temptation to put off facing this issue is 
considerable, but problems deferred tend to become problems magnified.  

Financial market participants, on the other hand, may have a critical role to play. Today’s markets are 
the product of remarkable ingenuity. Any investment professional (or academic economist) who can 
crack what we call the ‘generational transfer algorithm’, and thereby create an effective hedge 
mechanism in this area, could earn the lasting gratitude of future generations (not to mention very 
large sums of money).              

 

 

 

Dr Tim Morgan 

GLOBAL HEAD OF RESEARCH 

 

                                                
i Believers in the imminence of Peak Oil. This is a subject that will be addressed in future Tullett Prebon Strategy Insights 
research.  
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