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CHARLIE THOMAS: Who is respon-
sible for the long-term financial well-
being of employees? Should the
government be doing more to
encourage employers to provide
workplace savings, and to what
extent can the two interact without
stepping on each other’s toes?

JONATHAN WATTS-LAY: My
view is it’s a shared responsibility.
There is clearly an inherent interest
in the individual to save, because it is
about the lifestyle that ultimately
they are going to have, whether at
retirement or before.

Also, even though the pension
onus has swung away from the
employer to the employee, there is a
balance thathas to be struck, because
if the employers are not at least mak
ing their employees aware of the
issues they may face come retire-
ment, there is a consequence ulti-
mately for those organisations.

MARK FUTCHER: With the shift
from defined benefit (DB) to defined
contribution (DC) pensions, there has
been a change of emphasis from the

for pensions?

employer taking responsibility for
risk management and providing
decent pensions to the individual.

Individuals need to start taking
more responsibility for themselves,
but having the tools to do that is key.
Many of the employers that we engage
with do not want to just comply with
the bare minimum; they want to do
more for their employees.

We all know why people do not like
pensions. There is a lot of bad press
about them. They are inaccessible.
Companies are recognising that and
want to address short and medium-
term savings and debt management.

ANDREW WARWICK-THOMP-
SON: It’s a fundamental issue of
workforce management. One of the
things that worries HR directors
about the removal of the compulsory
retirement age is that you cannot
plan talent renewal. The other worry
is [the employees| do not have enough
money to retire on.

Most of the big employers we talk to
who take talent management seri-
ously can see the provision of gener-
ous retirement benefits, whether
that is provided through ISAs or DC
or DB plans, is an important part of
their role as is encouraging people to
make provision for themselves.

It is probably less costly in the long
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run to make sure people are able to
retire in comfort than it is to have
them stuck on the payroll for don-
keys’ years because you cannot retire
them.

CHRIS ATKIN: Do you see employ-
ers with this problem of how to get
rid of older employees now?

WARWICK-THOMPSON: They call
ittalent management.

ATKIN: Will employers look at
ways of targeting their resources into
making provision for the employees
they want to get rid of at perhaps an
earlier age?

WARWICK-THOMPSON: They used
to do it through DB plans, but now it
has to be done on the profit and loss
sheet.

ATKIN: Employees are responsible
for their own wellbeing and retire-
ment. The employer is a facilitator.
Good employers should recognise
they are doing something more in
thisarea, butitshould not be compul-
sory that they do it. Rather, the
employee should take responsibility
for themselves.

WARWICK-THOMPSON: Ultima-
tely, the employer is going to pay for
it. It does not matter whether they
pay for it through redundancy,
through pensions or some other
means.

JOHNSON: I do not agree with
that. Ultimately, it’s the taxpayer who
pays for it, to the extent that we have
people coming out of work with
insufficient savings or pension provi-
sion [who then] fall back on the state.

The question perhaps is easier to

answer by saying who is not responsi-
ble and I think the employer is not
responsible at all. The dilemma here
isit’s the government that carries the
can, but to what extent is there a role
for government to be involved? The
National Employment Savings Trust
(Nest)is alittle hint.

THOMAS: The short-term nature
of government surely makes it impos-
sible for any government to set up any
long-term plans?

JOHNSON: That is a perennial
problem, but there are some wise
heads in government who realise
that position is no longer sustainable.
The question is, to what extent the
state can facilitate or catalyse
employeerelated savings? Thereis an
opportunity to harness the employer/
employee relationship; the former is
effectively a distribution agent and I
can see that role becoming more sig-
nificant in the future with incentives
from government. Nest is the start of
that.

WARWICK-THOMPSON: I am
not sure I agree with that, but that
may be due to the nature of the
employers we talk to. I can see that
Nest works for the vast number of
small businesses, but Nest is irrele-
vant for the larger businesses.

THOMAS: A number of insurers
are looking into producing an alter-
native to Nest and they are marketing
itassuch.

WARWICK-THOMPSON: Abso-
lutely. There are already employers
who are going to be looking for alter-
natives. They feel it is their responsi-

“The big
employers
can probably
afford the
resources to
offer a full
range of
advice and
education,
but smaller
employers
cannot”

bility to provide something better or
atleast equivalent to Nest, which is to
brand it themselves.

JOHNSON: How many are going
tolevel down, post-Nest, the employer
contribution?

FUTCHER: The Association of Con-
sulting Actuaries said 41% recently.

JOHNSON: The temptation is
going to be enormous.

WATTS-LAY: There are two things
that come out of this. One is responsi-
bility versus accountability and what
you are talking about is government
accountability, not responsibility.

The second point regarding where
money is spent is there are a lot of
employers saying, “We spend 10% per
head of base salary on pensions at the
moment, but they do not engage
employees.”

More employers are going to their
employees and saying: “Here is the
10%, you decide how you want to
spend it. We do not really care any-
more if you spend it on pensions or
not.” For them, it is about the engage-
ment of their employees and how
they are going to recruit and retain
the staffthey want.

THOMAS: Have you seen any
change in the paternalistic attitudes
of employers over the last 10 to 15
years?

ATKIN: Within the DB forum, basi-
cally every employer wants to get out
of it. Many employers would like to
getshot of it tomorrow.

On the DC side, the big employers
can probably afford the resources to
offer a full range of advice and educa-
tion, but smaller employers cannot. I
think many companies will just
reduce their pension advice down to
the basic minimum.

FUTCHER: There is no clear strat-
egy from government. It has changed
its mind so many times over the past
10 years; we have not been able to get
a clear strategy for your planning
needs. I think probably everyone
thinks auto-enrolmentis a good idea,
but wrapping it up in Nest is adding
complications.

JOHNSON: The Treasury hates
Nest’s cost implications, and conse-
quently some internal tension may
become evident in the next two
months. There is the government
view and there is the Cameron view. If
one goes back to his philosophy docu-
ment, which sets out the way he
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thinks, called Built to last, it is all
about personal responsibility. There-
fore, I think if one was to ask him
rather than Steve Webb - let us not
forget the coalition angle to this — he
would sayitis down to the individual.

WARWICK-THOMPSON: Perso-
nal responsibility will only work if
youremove the safety net. Going back
to your point earlier, ultimately the
government is the insurer of last
resort. If you bring people up to
believe that at some pointif anything
goes wrong the nanny state will step
in and look after them -

JOHNSON: Do people really
believe that, though?

WARWICK-THOMPSON: It is
very complex to understand why peo-
ple will not save. One reason is they
mistrust pensions, because there has
been a lot of bad publicity about pen-
sions being a rip-off. Younger people
do not invest in pensions because
they do notlike the idea of tying their
money up long term. I am not con-
vinced that by merely introducing
ISAs into the workplace for shorter-
term savings will encourage employ-
ees to save more.

FUTCHER: ISAs are one product
that has worked in the UK. They are
very simple. There is something like
£275bn in ISAs.

WARWICK-THOMPSON: Most of
itisin cash, though.

WATTS-LAY: It would be in the
workplace as well. The 25-year-old has
more worries about potentially pay-
ing off debt, and they want to buy a
house or a car. A pension is not a pri-
ority. It comes back to “What benefits
are we going to offer as a company
that are going to be attractive to this
person?” If they can offer attractive
shorter-term savings at the cost or the
expense of not paying into the pen-
sion, not forever but for a few years,
then maybe thatis a good thing to do.

Getting people into a cultural habit
of saving, whetheritis for the short or
long term - but based on the needs
that they have - which drives engage-
ment, is the key.

THOMAS: Anotherkey pointis the
fluidity of young people’s work now.
Nobody at 25 expects to be in the
same company in 20 years’ time,
which is a key reason why they do not
bother joining things like share-save
schemes and pension schemes; they
do not expect to be there longer than
18 months and they are not portable.

ATKIN: Whereas group ISAs could
be. Do you want to tie your money up,
as a 25-year-old, for the next 30 years
when you can only get it out in dribs

and drabs if you live to 100? Is that
really a sensible investment? I have to
sayno, itisnot.

WARWICK-THOMPSON: We still
have plenty of employers who have
putin things such as share plans, who
have started to put in ISAs and the
take-up rate is not that high. You can
putmoney on the table and people do
not take it up. We’ve seen non-con-
tributory schemes people have not
joined. Auto-enrolment may or may
not make much change, because peo-
ple can optoutofitiftheywantto.

WATTS-LAY: You are right. Staff
are not educated about those bene-
fits. A pension pack is given on the
first week of employment, but that
individual probably has a lot more to
think about in their first week of
employment than worrying about
the pension. There will be the annual
email that comes out from the pen-
sions department and a few other bits
and pieces, which they will probably
never read or, if they do read it, the
chances are theywill notreally under-
stand itand it never gets started.

The key issue is people have to have
good education in the workplace to
understand what the benefits are to
make informed judgements.

ATKIN: Why are you saying in the
workplace? Why is the employer
obliged?

WATTS-LAY: If they do not believe
it will help them commercially they
should not offer the benefits, full
stop. Presumably, therefore, they are
only offering it because they believe it
will help. If they do not believe it will
help, they should not offerit.

ATKIN: That has often been the
irony of pension schemes: you poured
tonnes of money into a pension
scheme and the employees have not
appreciated it.

JOHNSON: Financial education is
an alternative toregulation.

WATTS-LAY: I would not say that.
When you get into the regulatory bit,
you open up a real can of worms.
Since the legislation around work-
place benefits is different from the
retail market, there is a complete mis-
match there. If you were to go and see
anIFA as anindividual and said: “Iam
30 years of age,  want to buy a flat, I
want todo this,Iwant todo that”, you
are very unlikely to be offered the
type of structured benefit that many
people are offered on day one in the
workplace. That is, that IFA, under
the suitability rules, would not be
allowed to say: “I tell you what, buy a
pension.” That is part of the issue.

JOHNSON: One option is to

“Younger
people do
not invest in
pensions
because
they do not
like the idea
of tying
their money
up long
term”

highly educate everyone financially
so they make wise decisions and then
they will essentially eschew the
financial-services industry. They will
realise that the complexity is by and
large smoke and mirrors.

Alternatively, one can go down the
strict regulatory framework and, for
example, compel saving. That is an
extreme form of regulation and it is
nothing to do with financial educa-
tion, but it might meet the govern-
ment’s objective of in 30 or 40 years’
time the government not having to
pick up the tab. Inevitably, therefore,
over the next few years - the compul-
sion word is going to enter the lexi-
con more frequently.

The issue here is, if we think about
generation Y- the under-35s —itisnot
so much trying to persuade them to
save within a pension framework; it is
trying to persuade them to save at all.
I am strongly in favour of ISAs being
included in auto-enrolment because I
think they’ll help kickstart this.

WARWICK-THOMPSON: Why
pussyfoot around with ISAs, though?
Why not just make it compulsory to
save?

JOHNSON: Pensions are a bad
investment.

WARWICK-THOMPSON: Why?

JOHNSON: let us take the
Treasury’s perspective for a second.
It provides 40% tax relief for

higherrate taxpayers. Only one in
seven higherrate taxpayers while
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working is going to subsequently
repay the Treasury at 40%. There-
fore, from the Treasury’s perspec-
tive, itis an abysmal investment.

WARWICK-THOMPSON: If you
make pensions compulsory, why do
you need to have any tax reliefat all?

JOHNSON: You do not. [ would be
in favour of getting rid of it all.

WARWICK-THOMPSON: Fine, so
you get rid of tax relief, you make sav-
ings in some sort of company pension
scheme or in Nest, you make it com-
pulsory, you remove all of the tax
breaks, because the tax break is only
there as an incentive. We are not
incentivising people because we are
making it compulsory.

Why mess around talking about
education, why try to get people into
the savings habit? Just make it com-
pulsory, remove the tax breaks and
getonwithit.

JOHNSON: Yes, but there is one
little detail that you are forgetting
which is absolutely crucial; govern-
ments like to be re-elected.

WARWICK-THOMPSON: Which
goes to Charlie’s point about whether
you can get a sensible decision out of
someone who is going to be looking
forre-election in five years’ time.

FUTCHER: It has to be a long-term
view and it cannot change every five
or 10 years. That is the problem. That
is all employers are talking about.

JOHNSON: If we look at the his-
tory of the introduction of compul-
SOry savings, everyone jumps up
and talks about Australia, which is
a complete red herring.

Employees in Australia are not
compelled to do anything. The com-
pulsion is purely on the employer.
The only countries that have ever
successfully introduced compul-
sory employee saving have, at that
time, been run by right-wing dicta-
torships.

FUTCHER: On the education
point, though, pensions are getting a
bad press at the moment. The big rea-
son for thatis people are living far too
long or much longer than they were.

ATKIN: They are not living too
long; they are not working long
enough.

FUTCHER: Okay, but the problem
is the gap between when they retire
and when they are reliant on their
pension has grown from three years
when pensions were first introduced
up to 30 years.

People are only paying into pen-
sions or savings for the same amount
of time as they expect to draw them
and that cannot be right. Putting in

“The only
countries
that have
ever
successfully
introduced
compulsory
saving are
essentially

run by

right-wing
dictators”

10% of salary or 20% of salary is not
going to provide 66% of salary by the
time they retire.

ATKIN: I don’t worry about the
under-35 generation, they have a dif
ferent lifestyle, a different attitude to
work. They can change jobs alot more
than my generation could or did.
They will take a year out to go and
travel and do things.

The 65-year-olds are still under the
old system and it all works reasonably
well. It is the generation of 40-55 who
are the difficult generation to cope
with, because they have an expecta-
tion of what went before, which is
unaffordable, and they have not
moved into the different lifestyle.
Thatis the generation that we need to
sortoutand itisashorter-termissue.

THOMAS: So should financial
education be focused on that lost gen-
eration of40 to 55-year-olds?

WATTS-LAY: Yes, and I think they
are. We have educated 24,000 people
in the UK in the workplace in the last
four years and I have absolute empiri-
cal evidence as to how it works.

WARWICK-THOMPSON: Comm-
unication does not work, but I think
education and advice does.

JOHNSON: While 24,000 is admi-
rable, but what about the other 30
million?It seems an unfair division of
labour to spend huge amounts of
time, energy and money educating
people to a level where you hope they
are going to look after their finances.

WATTS-LAY: The only reason a
company should be offering a
benefit is because they believe it
drives some commercial benefit for
them. If they do not believe that, they
should just get rid of it. Therefore,
on the basic principle they are only
providing the benefit because of that,

how do you maximise the value?

Some of the more recent changes,
such as share schemes to pension and
driving double tax reliefand all those
sorts of things, particularly in hard
times it is a way to drive more value
for their employees but at no extra
cost to them.

WARWICK-THOMPSON: There-
fore, financial education needs to
start with the employer, to demon-
strate to the employer there is a long-
term  business advantage to
providing benefits and providing the
education. Educating employees is
secondary to that.

WATTS-LAY: Ten years agowhen a
lot of DB schemes were closing and
DC was coming in, a lot of pension
managers and reward directors knew
it was not as good as the DB and said:
“We will just implement it and try
not to talk too much about it.” Ten
years on, people have come through
the other side and companies are say-
ing: “What we now have to do is make
sure that we maximise value for our
employees, because we want to
recruit the best people, retain the
best people.”

THOMAS: Is advice being pro-
vided properly in the workplace and,
ifnot, who should be providing it?

ATKIN: The concentration of
financial advice tends to be at retire-
ment. That is where it comes in. It is
based on “this is what you have, what
is the best way to deal with what you
have?” It is greatly appreciated by the
people who receive it, if they receive
financial advice, because they just
need some guidance as to how best to
plan therest of their lives.

Certainly in smaller schemes, that
advice sometimes doesn’t happen.

JOHNSON: Many people simply
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want to be told what to do. Choice is
part of this equation and choice is a
wonderful libertarian ideal, but it is
counter-productive in this context.

FUTCHER: People have to under-
stand the choice they are going to
make and I think there is a very fine
line between education and advice.
When you give education you are
probably, in the Financial Services
Authority’s rulebook, dancing all
over the line of advice.

I do lots of presentations. We go
into factories, and people have come
up afterwards and said: “I have never
understood what a pension is. It is
just a glorified savings account, is it
not?” That is exactly right.

JOHNSON: But you cannot get
access to it for 25 or 35 years and
thereis an uncertain, distant return.

FUTCHER: That is what people
like about pensions, because people
cannot trust themselves to save. Peo-
ple who save up go: “I have £5,000 or
£6,000 in my ISA now. I am going to
take it out and I am going to buy a
new car, I am going to buy a plasma
TV, Iam going to go on holiday”. The
good thing about pensions is that
you cannot get access to money.

JOHNSON: But that is a huge bar-
rier to getting people to start.

WARWICK-THOMPSON: Which
is why you make it compulsory.

THOMAS: Is anyone concerned
that in 2012, with nine million peo-
ple being forced into a pension for
the first time, regardless of whether
they opt out two weeks later or not,
that the advice issue hasn’t been
addressed?

If everyone has these presenta-
tions, are you confident that the
public will understand exactly what
options are available to them and be
able to make a choice?

WARWICK-THOMPSON: That is
what companies that employ con-
sultants do, but going to Michael’s
point, what about those companies
that cannot afford or do not have the
option to do any education? Their
employees will just end up in Nest.

FUTCHER: There is no education;
thatis the point.

THOMAS: Agreed. There is no
education or advice planned or com-
munication about Nest and what it
means for those lower earners who
do not have employers who can
afford to have a scheme.

FUTCHER: The low earners are
the ones we have spoken to. They sit
on a factory line. They have worked
all their lives. They have worked
from 16 and they are more than

happy to work to 65, 70, whenever.
They have been earning £12,000
from their employer, they put a little
bit aside into a pension scheme.
They are going to retire on a state
pension of £7,000 or £8,000, plus
theyhave alittle bit of money tucked
away in their private pension pot.
So, they earn £12,000 a year while
working and retire on £10,000; that
isnot the problem group for me, itis
the next group up. Those earning
between £15,000 and, say, £45,000,
are the biggest problem. They are
used to a higher standard of living
and yet they are still not putting
much money away.

ATKIN: Picking up your point that
you are going to have nine million
people putting money in, building
up small pots, maybe reaching
£20,000 or £30,000 eventually. They
are not going to be interested in play-
ing with or investing that. They will
just putitinto a default bond and for-
get about it. T have heard of fairly rea-
sonably sized earners who maybe put
10% into a pension scheme every year
and have no idea where it’s invested,
and they are happy with that.

WARWICK-THOMPSON: The
question is who sets the default. You
are coming at it from a trustee’s per-
spective, so I can feel comfortable
because I know that Atkin Trustees,
for instance, is looking after my
interests in some way. They have cho-
sen a sensible default strategy, may
have taken some advice, and almost
make the decision for me.

WhatifTam in the increasing pro-
portion of employers who are going
down the deferred self-invested per-
sonal pension route? We have some
very big ones, such as BP, BT, who are
in that category.

Where is the decision being made
then? Whose responsibility is it
then? You either come back to the
individual having to make deci-
sions, which brings you back to the
education issue, or that it is the
employer’s responsibility to make
sure that there is something sensi-
blein place.

JOHNSON: There is a third route,
which is a strategy I favour for Nest,
which is to turn Nest into a sovereign
wealth fund and compel particu-
larly the public sector to participate.
Essentially, over a relatively short
time frame, we would build up an
enormous with-profits fund, in
essence, in a number of silos.

Ultimately, the question about
who makes the decisions about
asset allocation would rest with all

“Choiceisa the privatesector contractors man-

wonderful aging the assets. You cannot leave it
libertari with the employee because they lack
_I ertarian the education and wherewithal or
ideal, but | interest and you cannot leave it with
think itis the employer. Inevitably, therefore,
counter- it falls back again onto the state,
productive which should sub-contract the
in this responsibility to the private sector.

context” Given the state is the one that

picks up the can, it is in the state’s
interest to pay all the costs to encour-
age mass participation, including
the 30 basis points a year and 2% sub-
scription fee that is currently being
talked about. That should be picked
up by the state, because unless we
catalyse an avalanche of savings over
the next 15-20 years, we are going to
have a major fiscal problem.
THOMAS: To encourage engage-
ment and participation with pen-
sion products, is it better to pitch
them on an individual basis, or can
you present them company-wide for
all these mass corporates?
WATTS-LAY: In the main, compa-
nies are looking at having some
core product offerings that are
company-wide, but maybe specific
subsets within that; the employer-
financed retirement benefit scheme
is probably a good example of one
that is quoted quite a lot at the
moment. However, I think the whole
notion is one of giving employees an
element of choice and then explain-
ing the pros and cons of these choices.
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One of the key things is that it is
not a decision you make on day one
and then live with for the rest of the
time you are in that company. To
maximise value as an employee, and
to have maximum value from the
employer perspective, you need this
notion of annual windows for sav-
ings vehicles, the same as for tradi-
tional flexible benefits.

THOMAS: Have the advances in
technology helped to make it more
accessible?

WATTS-LAY: Yes, definitely.

ATKIN: But I think that is danger-
ous ground for the employer to start
presenting the pros and cons of
things. On complex benefits you do
not go into the pros and cons if you
are incorporating savings products or
financial products into your flexible
benefits package effectively.

WARWICK-THOMPSON: Yes, but
this tends to get foisted onto the
employer.

WATTS-LAY: A lot of companies
now ask: “What can we offer our staff
as shortterm savings?” They might
say ISAs are relatively short term,
save-asyou-earn schemes are rela-
tively short term. “What can we offer
them as medium-term savings
options?” That might be longer-term
share incentive plans, things of that
nature. “What can we offer them as
long term?” That would typically be
the pension.

If all things were equal, you would
put one-third, one-third, one-third,
would you not? However, people will
make judgements. People have per-
sonal situations where the individual
says: “Well, I am 25 and what I really
care about is saving for a flat.” There-
fore, they will understand the pros
and cons of going down the shorter-
term route than the long-term route.

JOHNSON: Well, the statistics for
ISAs, which one would assume tobe a
shortterm product in this context,
illustrate remarkable persistency.
The people who started off with PEPs,
and subsequently ISAs, put a few
grand away each year, year after year,
and what one ends up with is a long-
term savings scheme, so it is not a
short-term product.

WATTS-LAY: Yes, but it gives them
the ability to use it short term.

JOHNSON: The reality that
emerges is different, though - and
thatis the problem.

WATTS-LAY: That is not a prob-
lem; itis a benefit.

JOHNSON: There is a disconnect
between behaviour and product
offering.

WATTS-LAY: That is the benefit,
not the problem. The benefit is that
you encourage people to save. If it
turns into long-term saving, great,
because that was the objective.

FUTCHER: The only way the gov-
ernment can increase workplace
savings is to make it compulsory,
but lots of companies are not going
to understand the argument that it
drives the bottom line.

JOHNSON: There are a number
of proposals, some of which the
industry is going to hate.

I am an advocate of some form of
compulsory saving in an amended
Nest structure, not linked to employ-
ment status, where all the costs are
picked up by the state so the individ-
ual and the state can benefit from
the power of compounding over the
individual’s working lifetime.

Otherwise the state will pick up
the bill anyway and that individual
falls back into the means-tested trap
when they reach 55, 60, 65. Inevita-
bly, when one has these conversa-
tions with people in the industry,
we do not face up to the fact that the
industry is overpaid, charges are
ludicrously high.

FUTCHER: As an aside on the
compounding of charges. Nest will
have a 2% charge upfront, plus a
0.3% annual management charge.

JOHNSON: That is insane. It’s a
huge deterrent to participation.

WARWICK-THOMPSON:  Ah,
yes, well, they have to pay Tata some-
how. The government was not going
to pay, so they have had to come up
with a contribution deduction
structure.

FUTCHER: One thing that we
have not mentioned, which I think
is very important and we have done
a lot of work on, is behavioural
finance and behavioural challenges.
I reckon there are six main things
that stop employees saving: the top
one being they are skint.

But workplace savings get around
a lot of the problems, because if my
employer said to me: “I have an ISA
here, it is low charged - probably
not the lowest charged, butitis very
simple — we collect your money
from your pay and we pay it across”,
that removes a massive barrier from
most people saving.

THOMAS: Does anybody think
workplace savings will not increase
over the next two years, five years, 10
years? If so, why?

WARWICK-THOMPSON: It will
increase, but to Michael’s point, it
probably is not going to generate

“The only
way the
government
can increase
workplace
savings is to
make it
compulsory”

the trillions that you need to resolve
the problem. It will help, but it will
only scratch the surface.

FUTCHER: There is no golden
bullet, is there? That is the problem.

JOHNSON: You asked the ques-
tion why - fear is quite a strong
motive and we will see over the next
10, 15, 20 years real pensioner pov-
erty, which will be in the media and
will incentivise people not to get
themselves in that position. I think
the fear factor should not be under-
estimated.

WARWICK-THOMPSON: How
long will it take for that to take
effect? When do we see our first
starving pensioners? When does
thathit the headlines?

JOHNSON: I think that is proba-
bly too extreme and hopefully we
will never see that.

WARWICK-THOMPSON: Is that
not what is needed, though? Do you
not need to see starving people on
your TV screen before it has an
impact? It is all part of education, is
it not, to scare people to death?

JOHNSON: There is a lot of evi-
dence of the power of fear already
and that is simply if one graphs
economic growth or GDP and on
the same graph puts the household
savings ratio, there is a very strong
correlation that the savings ratio
goes up when GDP goes down. [l



