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PREFACE

THis book appears at a timely moment in view of the immense
interest which has been aroused by the Beveridge Report. It does
not, however, owe its origin to the appointment of the Inter-
departmental Committee on Social Insurance and Allied Services.

The preparation of the work was commenced in the early
months of 1941, with the object of enabling the Fabian Society
to make a contribution to a subject of outstanding importance.
The original plan envisaged Part I of the book in more or less
its present form, but Part IT was to consist of the working out in
detail of a Fabian scheme of social security. When Sir William
Beveridge and his colleagues were subsequently appointed to
conduct the official enquiry, the Social Security Sub-Committee
of the Fabian Society had already embarked on some hard
thinking. Tt was therefore in a position to give cvidence repre-
senting the fully considered views of a closely knit team rather
than the hastily improvised stray thoughts, which so often
masquerade as evidence in the proceedings of Official Com-
mittees and Royal Commissions. The Fabian Sub-Committee
accordingly turned aside from its main task of preparing this
book in order to give evidence before the Beveridge Committee,
The Memorandum of Evidence was published by the Society as a
pamphlet in August 1942 and is reprinted herein as an Appendix.

The delay in the production of the book resulting from this
and other causes {including the absence abroad on war work
for four months of one member of our team) postponed publica-
tion far beyond the original intention; and in the meantime
the Beveridge Report duly saw the light of day, It then became
obvious that the book would be more useful if the original plan
were modified 50 as to enable the Beveridge proposals to be
dealt with in a comprehensive manner in, Part 1I.

This adjustment has been carried out. The reader will find
in Part I a critical description of the existing social insurance
and similar services; and in Part II the most thorough critical
examination which the Beveridge Report has so far received,
followed by chapters on Social Security administration and on
the medical services.

Anyone who compares the Fabian scheme with the Beveridge

Report will observe a large measure of agreement between
7



8 SOCIAL SECURITY

them. The unification of administration in a new Ministry of
Social Security; the assimilation of unemplovment, sickness and
disablement benefit in a new standard benefit; the payment of
such benefit for the entire duration of uncmployment or dis-
ability, subject to co-operation by the applicant in measures
designed to set him on his feet again; the conversion of work-
men’s compensation from an affair of private rights, private
finance and private conflicts into a publicly administered social
insurance, and the assimilation (in go per cent. of the cases) of
workmen’s compensation with standard benefit for other dis-
abilities; the provision of children’s allowances as an essential
aspect of family security; the introduction of maternity allow-
ances for all gainfully occupied women and a maternity grant
for all women; the payment of marriage allowances and burial
allowances as a normal part of social insurance; recognition
of the need to induce old persons to rematn at work as long as
they are willing and able to do so; an emphasis on the importance
of the medical and industrial rehabilitation services, with special
reference to training; the provision of a comprehensive medical
service available to everyone without charge, and including
hospital facilities and specialist treatment of all kinds; the
reservation of widows’ pensions for widows with dependent
children and the treatment of other widows as persons requiring
work or training; the replacement of public assistance by a
residual service to meet abnormal cases on proof of need—on all
these fundamental questions Sir William Beveridge and the
aunthors of our scheme see eye to eye in principle, despite minor
variations in detail.

Our differences relate mainly to the following matters. First,
we arc convinced that a specific rent allowance must be paid
as part of benefit if the home is to be protected. Sir William
discusses this at some length in his Report and concedes the need
for taking variations of rent into account and the practicability
of the idea, but rejects our proposal because it conflicts with the *
principle of flat rate contributions paid for equal benefits. Instead,
he advocates that the practicability and desirability of differenti-
ating both benefits and contributions, regionally or occupationally,
so as to take rent differences into account, should be examined
further in consultation with the bodies and persons affected.

Another difference concerns old age pensions. Sir William
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Beveridge rccommends that old persons shall be entitled to
pensions only on retirement, and proposes that those who reach
pensionable age shall receive a larger pension the 'longer they
defer claiming it. Our plan, while aiming at the same object *
of retaining old persons in employment, secks to attain that
object by a double-deck scheme whereby all gainfully occupied
persons would be entitled to a benefit of 10/- a week at the age of
65 in the case of a man, and 6o for women. This would con-
stitute a sort of handicap allowance designed to compensate the
recipient for an assumed loss of earning power which we believe
usually accompanies old age. On retirement from work at any
time after attaining these ages a further pension at higher scales
would be payable.

There is no large question of principle involved here. It is
rather a matter of alternative means of reaching an agreed end.
Each method has its advantages. The Beveridge proposal avoids
paying anything to aged workers who are able to maintain their
carning power. In such cases it is more economical than our
plan and avoids any suspicion of subsidising wages. The Fabian
plan, on the other hand, has the merit of giving old men and
women something here and now, while they are still alive,
instead of holding out promises of future benefits to persons
whose age is likely to lead them to discount the future heavily.
The relative merits of the two proposals depend on which is likely
to prove more effective in inducing aged persons to remain at
work as long as possible. We are dealing here with human in-
centives in an unknown field and it is impossible to dogmatise.

A third difference concerns the scales of family allowances.
The Beveridge Report recommends no allowance (when the
parent is earning) for the first child and an allowance graduated
according to_age for each other child but calculated so as to
amount on the average to 8/- per week. The Fabian scheme
adopts allowances of 6/- weekly for each of the first two children,
7/- for the third, 8/- for the fourth and subsequent children. ‘This
would have the effect of tapering up much more steeply the allow-
ances for each child as the family increases in size, and is for that
reason more desirable in our opinion than the Beveridge proposals,

Under the Beveridge scheme the average weekly allowance
per child increases from 4/- for each of two children to 5/4 for
each of three children, 6/- for each of four children, 6/ for each
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of five children, and 6/8 for each of six children. This does
not give nearly sufficient weight to the fact that the future of
the British people depends essentially on a sufficient proportion
of parents being willing and able to rear families of at least three
or four children. While no intelligent person imagines that the
economic factor is of decisive importance in a matter which
affects people’s lives so fundamentally as the size of the family,
it might well be used 50 as to exert its greatest possible influence
in the direction of encouraging larger families. The Beveridge
Report is well-intentioned on the question of children’s allow-
ances, but its recommendations fall short of the highest wisdom.

There are numerous other differences of less important kinds.
Some of them arc organisational. Thus, we should unhesi-
tatingly incorporate the work of the Ministry of Pensions in the
Ministry of Social Security, whereas the Beveridge Report makes
no explicit recommendation to this effect.  On the other hand,
we should not dream of removing the placement work of the
Employment Exchanges from its present habitat, while Sir
William lightheartedly—and in our view without good cause—
transfers it to the new Ministry, which would thus absorb the
lion’s share of the peace-time work of the Ministry of Labour.
Some of the differences are divergencies of scale. Foi instance,
Sir William Beveridge is more generous than we are when it comes
to funeral benefit and maternity benefit, but is comparatively a
skinflint in making provision for marriage and maternity grant.

Taking the matter all in all, it is remarkable how large a
measure of agreement exists between the Beveridge Report. and
the Fabian plan. That two bodies so differently constituted
should reach identical conclusions in regard to so many of the
fundamental issues is an encouraging sign of the times. It shows
that, in this sphere at least, the rational method can point the way
to a specific and inescapable programme of action. It demon-
strates that if persons with qualified and trained minds will apply
themselves in a disinterested manner to a great social problem
of this kind, the proper principles will emerge so unmistakably
that the right solutiqn will cease to be a matter of mere opinion
and become a question of scientific knowledge. It implies the
beginning of a new outlook in the Social Sciences.

.The contributors to this volume comprise a very varied group
with a wide knowledge and experience of public affairs. Two
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of them are scrv%ng in local authorities as councillor and alderman
respectively; a third is a public assistance officer, The authors
include a distinguished exponent of public health, an actuary
employed by one of the great assurance companies, the Secretary-
General of the National Institute for the Blind, two University
teachers of economics and social science, a leading finantial -
journalist and two or three temporary civil servants.

The exigencies of time, work and space would have made it
impossible for all the contributors to meet regularly during the
preparation of the volume, for some of them live outside of-
London, but fortunately it was not necessary for them to do so.
The co-ordination and revision of the chapters in Part I could
be carried out editorially with the individual authors. But the
formulation of a body of principles on which the Fabian evidence
to the Beveridge Committee could be based, and by the light of
which the proposals contained in the Beveridge Report could be
tested, required an organ of co-operative effort. Accordingly,
before we could embark on Part II it was necessary to establish
a working Committee.

A small group was consequently formed, consisting of Mr. A.
Flaskett, whose long experience of social insurance in industry
helped us at every stage of our work, Miss Emmeline Cohen,
Miss Barbara Betts, Mr. R. W. B. Clarke, Mrs. Joan Clarke, then
Research Secretary of the Fabian Society, and myself. Mr. S. K.
Ruck gave us the advantage for a limited time of the scepticism
with which social assistance work in London has imbued him;
Mr. J. F. Wilson, the Assistant Secretary of the National Institute
for the Blind, attended a number of meetings and immensely
enlarged our understanding of the needs of specially handicapped
groups. During Mr. Clarke’s absence in the United States his
place was most obligingly and gallantly taken by Mr. W. B.
Reddaway, who gave us that sense of statistical security without
which the Fabians perish.

This small group met weekly in the evenings for some months.
Most of us were fully engaged during the daytime on arduous
war work. The material conditions and facilities for evening
meetings were about as difficult as they could be; and we all
felt the strain of these prolonged sessions, which usually lasted
for at least three hours. Yet most of us felt that the inconvenience
and fatigue were worth confronting because by systematic dis-
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cussion and analysis we really were discovering a body of coherent
principles on which we could agree as administrators, as sqcial
reformers, as economists.

‘Thus there came into existence the policies which underlie
the Fabian Social Security Plan and which inform the critique
of the Beveridge Report contained in Part II. On Mr. Clarke
has fallen the burden of writing the two principal chapters of
that Part, but the views he has expressed in them have been
agreed in principle by the group to which I have referred.
. Apart, however, from those members of the Sub-Committee
who are in general agreement with the contents of Part II, each
contributor to the book is responsible for his own contribution
only, and is in no sense committed to our conclusions.

We have to thank many individuals and organisations who
have allowed contributors to draw on their knowledge and
experience, I would, however, emphasise that the individuals
named below talked with us as private citizens and that neither
they nor their organisations are associated with our views. We
are particularly gratefal to Mr. C. S. Bangay of the Registrar’s
Department, London Insurance Committee, Mr. Austen Spearing
of the Broadway Congregational Friendly Society, Dr. Charles
Brook, Dr. Alfred Welply,” M.D., General Secretary of the
Medical Practitioners’ Union, and Mr. Fred Hughes, Benefit
Funds Secretary of the Clerical and Administrative Workers’
Union, all of whom gave information on various aspects of
National Health Insurance; to Miss Marion Hathway, of Pitts-
burgh University, for documents on American Social Service
Training; to Mr. Eric Biddle of the American Embassy in
London for much American material; to Mr. F. H. Wilkinson
for answering questions about burial administration; to two
persons, perforce anonymous, who checked the figutes and supplied
calculations for one of the longer chapters in this book; to the
Executive Committee of the Railway Clerks’ Association for the
loan of valuable documents on superannuation. Our debt to
those Insurance Committees and Universities which kindly
supplied information in Chapters 3 and 14 respectively is apparent
in the text. We are grateful to other bodies, such as the Inter-
national Labour Office, Medical Planning Research, and the
Transport and General Workers’ Union -Approved Society, who
took trouble to supply our various needs,
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-The administrative expenses connected with the book were
met by a grant from the Trustees of the Sara Hall Charity,
which exists 1o spread knowledge of the life of Robert Owen
and the subjects to the study of which his life was devoted.

I cannot name all the many Fabians who helped us with
facts and comment in the early stages. 1 much regret that
shortage of space under war-time conditions made it impossibie
to include a, chapter which had been prepared for 'us by Mr.
Norman Wilson, Lecturer in Public Administration, University
of Liverpool. I should particularly like to express my thanks to
Mrs. Joan Clarke for the immense amount of detailed editorial
work, correspondence, proof-correcting and interviewing which
she has performed with great ability and energy. Without her
unflagging support it would have been impossible to complete
the work under war-time conditions.

The immense interest and acclamation with which the
Beveridge Report was hailed has been a source of great satis-
faction to us, and, in a sense, a justification for the hours from
our scanty leisure time which we have devoted to Social Security
during the past two years. '

It is scarcely surprising that there should be a widespread
and growing interest in social security at the present time, for
never in the recorded history of mankind has the world been in
a state of greater insecurity than it is now. It is literally true
that no man, woman or child, and no institution of any kind,
enjoys any substantial degree of security. The life, liberty and
happiness of every living soul has been either swept away or is
threatened by imminent or potential danger. Most people are
now uncomfortably aware of this all-pervading fact.

The tremendous surge of popular feeling which flowed towards
the Beveridge Report is, therefore, at once a symptom of the
chronic insecurity in which the mass of the people know them-
selves to be living, and a reflection of their revolt against that
condition. It represents a reaction against present insecurity
and a move towards greater security in the future.

Economic insecurity is clearly one of the outstanding features
of our civilisation. The paradox which has confronted us is that
while scientific progress has given mankind a high degree of
mastery over the kinds of insecurity which arise from natural
Causes, such as fire, famine, pestilence and flood, the defective
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organisation of society has enormously increased the insecurity
arising from cconomic causes such as boom and slump, financial
crises and breakdowns in international trade.

The type of provision for income maintenance in time of
distress with which we are concerned in this book will not by
itself achieve either economic security or social security; much
more fundamental changes in the structure of society will be
required t6 achieve that end. But it is a substantial step in the
right direction; for by eliminating many of the causes of personal
insecurity, it will enable those larger changes to take place with-
out great individual hardship or fear of want. By underpinning
the individual’s income and that of his dependants, it stabilises
their resources in 2 way which will facilitate any transformation
of the economic order which the nation is prepared to adopt.

LonpoN, goth March 1943, WILLIAM A. ROBSON,

NOTE TO SECOND EDITION

A CONSIDERABLE number of corrections have been made in the
present edition and the text has been brought up to date.

The concluding chapter of the new edition consists of an
epilogue commenting on the White Paper proposals issued in
September 1944. When these were published, the group re-
sponsible for Part 11 of the book and for preparing the Fabian
Evidence to the Beveridge Committee had a series of meetings
to consider the Government plan. The conclusions which
emerged from these discussions have been embodied in the
final chapter by Mr. Clarke.

The first edition of the book contained a valuable contribution
by Dr. D. Stark Murray on a National Medical Service. Much
of the ground which he traversed has now been covered by the
Government’s plan for a National Medical Service. It would,
therefore, have been necessary to rewrite and expand the entire
chapter in order to bring it up to date. To avoid increasing
the length of the book unduly, it seemed preferable to omit the
medical scheme entirely from the new edition. Dr. Stark Murray
kindly agreed to this course. W. A. ROBSON

LoNvoN, December 1944.



INTRODUCTION : PRESENT PRINCIPLES
By WILLIAM A. ROBSON

THE object of this book is twofold. First, to examine critically -
the existing arrangements for providing pensions, insurance
benefits, allowances and compensation to the vast mass of wage-
carners and their dependants; and second, in the light of the
Beveridge Report, to discuss the fundamentals of a social security
scheme at once comprehensive, unified, consistent and based on
intelligible principles. .

The first of these tasks is essayed in Part I; the second in
Part I1. In the several chapters comprising Part I of the book,
the reader will find a critical exposition of Unemployment and
Health Insurance, the Pension Schemes for Widows, Orphans,
the Blind and the Aged, the system of Workmen’s Compensation,
Superannuation Schemes, Pensions for members of the Forces
and for Civilians suffering War Injuries, Public Assistance and
the work of the Assistance Board. There is also an account of
Industrial Assurance.

Before approaching these concise but detailed outlines, the
reader may find it useful to consider certain general aspects of
the subject which I will attempt to set out here. Broadly speaking,
the schemes with which we are concerned represent the legislative
effort of the past fifty years to meet the needs of the mass of the
people in time of distress. Like nearly all social refomns in
Britain, the arrangements have grown up piecemeal, with no
attempt to introduce completeness, consistency or symmetry.
Most of the schemes reveal the sudden spurts of intense interest
in one particular category of persons, following and followed by
long periods of indifference, which are typical of English Parlia-
mentary methods. Most of them show a persistent relyctance
to consider the relation between different aspects of the same
problem—let alone co-ordinate them—which can only be
attributed to sheer laziness of mind.

Yet although the arrangements were brought into operation
piccemeal, and at no time related to any coherent body of gencral

principle, we might well expect half a century’s legislation in
15
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this clearly defined field to disclose the existence of well-marked
tendencies which, consciously or unconsciously, were the outcome
of strongly held ideas and powerful social forces. This indeed we
find to be the case.
The earliest of the schemes, in point of time (if we leave aside
Public Assistance, which derives from the Elizabethan Poor Law),
vis Workmen’s Compensation, which first found its way to the
statute book in 1897, to be supplemented and expanded in 1906
- and 1g923. The Workmen’s Compensation Act, 1897, contained
two very important principles which involved a drastic departure
from nineteenth-century thinking on the subject of industrial
. accidents. The first of these was the abandonment of the atomic
conception of society, which regarded each individual as a
separate atom, unrelated to any other atom. Its place was taken
by a recognition of the family as the rudimentary unit of social
need. The Fatal Accidents Act, 1846, had already made a slight
inroad on the nineteenth-century doctrine that the wage-earner’s .
rights, his earning power, and continued existence, were matters
which concerned only him and no one else, by enabling his
dependants to sue in cases where he would have been able to do
« 30 had he survived; but the first occasion on which an explicit
acknowledgment of family needs was made in modern legislation
was in the Workmen’s Compensation Act. Parliament declared
that where a workman is killed when at work, or dies in con-
sequence of an industrial accident or disease, all the members
of his family who were wholly or in part dependent upon his
earnings can claim compensation. And where young children
are left, the amount of compensation will' vary in accord-
ance with the period during which they are presumed to remain
dependent. o
Family responsibilities have been rccognised in practically all
the subsequent schemes, with the notorious and indefensible
exception of National Health Insurance. Benefit can be claimed
for a wide range of dependants in Unemployment Insurance;
additional allowances for children are attached to Widows’
Pensions; women receive Widows' Pensions by virtue of their
husband’s insurance; Orphans’ Pensions derive from the insur- -
ance of their parents; persons drawing Unemployment Assistance

and Supplementary Old Age Pensions receive allowances for
wives apd children, :
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It is quite certain that the acceptance by the State of family
responsibilities has come to stay, so far as this sphere of public
administration is concerned; and that social security will move
towards a fuller and more adequate recognition by the State of
family reponsibilities than is at present accorded to them. Family
allowances and the extension of Health Insurance benefits to
cover dependants  are the two most conspicuous needs in this
direction., :

At the same time, a parallel movement has been in progress in
the opposite direction, The houschold means test and similar
devices for calculating the ability of members of a household to
assist one of its members who happens to be in distress has come
to be the most hated expression in the entire vocabulary of social
administration. It has been abandoned, modified or undermined
in one service after another, until it manages to maintain a
precarious and uncertain foothold only in Public Assistance and,
to a lesser extent, Unemployment Assistance. Thus, there is at
once a weakening in the obligation of the members of a family
towards one another, and a stronger emphasis placed on the duty
of the State to cater for family needs. There is no inconsistency
in these two parallel movements.

The second important principle embodied in Workmen’s
Compensation is the notion of “absolute risk™ in place of the
confused mediey of doctrines by the light—or darkness—of
which the common law Judges refused to impose any liability on
employers for the death of, or injuries to, their workmen, except
in a small minority of cases where, broadly speaking, a clear
moral guilt could be shown to fail on the management: as, for
example, where the employer personally interfered with the man’s
work, or provided unsafe premises or defective plant which
caused the accident, or chose his workmen carelessly.

The limited area within which the employer’s liability was
recognised at common law was still further reduced after 1840
by the doctrine of common employment, which the Judges
admitted for the first time as a good defence in the case of
Priestley v. Fowler. *“The principle is that a servant, when he
engages to serve a master, undertakes as between himself and
his master to run all the ordinary risks of the service, and this
includes the risk of negligence on the part of a fellow-servant,
whenever he is acting in the discharge of his duty as a servant

B
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of him who is the common master of both.” 1 This cruel doctrine
ruled out an enormous number of accidents due to the careless-
ness of a fellow-workman, especially on the railways, where a
Jocomotive driver or guard on a train was held to be a fellow-
servant of a signalman who set the points wrongly, or even of a
traffic superintendent in charge at a distant station,

The Workmen’s Compensation Act instituted the idea of
absolute risk by abolishing the necessity for the workman or his
dependants to prove negligence or moral culpability on the part
of the employer. All that the claimant had to show was that the
workman had suffered ““personal injury by accident arising out
of and in the course of the employment.” In short, the employer’s
liability on the one hand, and the employee’s right to compen-
sation on the other, arise from the risks inherent in the occupation
itself.

‘This was a substantial advance both in common -sense and
social justice; but the practical advantages of the legislation were
greatly curtailed by the failure of Parliament to provide amy
machinery of public administration to ensure the effective and
economical satisfaction of claims for compensation. All that the
Workmen’s Compensation Acts do is to confer certain legal rights
to compensation on workmen or their dependants, and to leave
them to enforce those rights as best they can, either by agreement
with the employer or in arbitration proceedings, which in most
cases go before the County Court Judges, and thence, on appeal,
to the Higher Courts. Even forty or fifty years ago it would not
have required much intelligence to infer that in a sustained series
of conflicts in the Courts between workmen and their employers
the latter would inevitably possess great advantages, partly on
account of their superior resources in money, knowledge of their
rights, professional skill, and ability to wait, but also to no small
extent by reason of the traditional hostility towards working men
displayed by the Judges during the nineteenth century.

Few people could have foreseen, however, the fantastic manner
in which the legal decisions on Workmen’s Compensation claims
would proliferate year by year so as to form a veritable jungle of
case-law, through which neither light nor warmth can penetrate.
There are literally thousands of judicial decisions on the meaning
of the words “personal injury by accident arising out of and in

! Hulchinson v. York and Nhocastle Railway (1850), 5 Ex. p. 343 at p. 352,
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the course of the employment™; and yet the torrent shows no
signs of abating, despite frequent protests from the House of
Lords sitting in its judicial capacity. The vast mass of decisions
has, indeed, served to strengthen the stream of litigation rather
than to diminish it, by adding t6 the number of *““competing
analogies” which can be invoked in aid of one side or the other.

Money, time and professional skill are squandered in a
scandalous manner in settling these claims. The fundamental
reason is that, instead of a claim for compensation being deter-
mined on the grounds of public interest, it is opposed and
obstructed at every stage by the adverse interest of the employer
or his insurance company. The resources of the legal and
medical professions are devoted to the ignoble and socially
misguided purpose of resisting the payment of compensation to
an injured workman or his dependants.

The whole system is utterly wrong in principle and highly
detrimental to the welfare of the very people whom it is supposed
to serve, Even where the workman gets his compensation, there
is no attempt to provide him with the medical and industrial
rehabilitation services which should form the keystone of a
reasonable scheme of Workmen’s Compensation. If the case
does not come into Court, the workman and his dependants are
often worse served than if it does.

The lump sum for which the weekly payment may be com-
muted at the employer’s option, or which is payable in all cases
where dependants are left by a deceased workman, has nothing
whatever to commend it from the standpoint of social security.
It has, indeed, the very opposite effect; for the possession of a
comparatively large sum of money by persons who are accustomed
to handle only weekly wages or housekeeping allowances lulls
them into a false sense of security; and when the brief moment of
opulence has passed, they are thrust back into a far worse condi-
tion, both meatally and economically, than before the accident.

The system of Workmen’s Compensation as it now exists is
indefensible; and such it will remain until the adverse interest
of the employer or his insurance company or mutual trade
association is removed, and the determination of the claim carried
out by an administrative tribunal or commission having regard
only to the public interest in the injured man or his dependants,
It is, moreover, essential that the settlement of the monetary
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aspect of the claim should be accompanied by properly o::g?.ni':;ed
efforts to perform the far more important task of rehabilitating
an injured workman physically, mentally and industrially.

It can be seen that Workmen’s Compensation represents an
intermediate stage between the old common law rights on the
one hand, which were entirely inadequate to deal with the new
dangers arising out of the machine age, and, on the other hand,
the social insurance schemes of the twentieth century, which,
despite their imperfections, are at least based on the principles of
public administration, public interest and public finance, as
distinct from private negotiation, private disputes, private
interests and private finance. |

The next step of any consequence after the establishment of
Workmen’s Compensation was the introduction of Old Age
Pensions in 1go8. -

Hitherto the only public provision for the relief of destitution
in old age was the Poor Law. Now for the first time a system
was introduced whereby a fixed sum of money was to be paid
each week to persons of either sex who had attained 70 years
of age, if they fulfilled certain statutory conditions relating to
nationality, residence and means. The recipient was entitled to
the payment as of right; it was. not dependent upon the deter-
mination of a relieving officer; the receipt of it imposed no
disqualification or loss of status, and it was in no way connected
with the hated stigma of the Poor Law.

The earlier Old Age Pensions scheme must be regarded, indeed,
as a revolt against the Poor Law Tather than as a forerunner of
the insurance schemes of later years. The Poor Law was in
process of being subjected to a devastating public enquiry by
the Royal Commission on the Poor Laws set up in 1905, and
although the Commission did not report until 1gog it was clear
to the Liberal Government of the day that neither the Boards
of Guardians nor the Poor Law which they administered were
likely to emerge with credit from the enquiry, ‘

The Old Age Pensions Act, 1908, was a step in the direction
of removing from the Guardians a substantial bloc of their
regular clientele. It was thus an anticipation of the movement
for the break-up of the Poor Law recommended by the celebrated
Minerity Report of the Royal Commission. It bore no signs of
the “insurance” principle found in the later schemes.



PRESENT PRINCIFLES - 21

The Act of 1908, as Mrs. Clarke points out, was “strongly
moralistic.” ! It barred from pension rights anyone who had
failed to work according to his ahbility, opportunity and need, for
the maintenance of himself and those legally dependent on him,
although this disqualification would not apply if he had during
the preceding ten years made provision against old age, sickness,
infirmity or unemployment. The weaker brethren who had
been sentenced to imprisonment without the option of a fine,
those who had been detained under the Inebriates Act, the
inmates of Poor Law institutions and criminal lunatic asylums,
were rigorously excluded from passing through the silver gates
and entering into that state of pensionable beatitude into which
it had pleased Parliament to summon the worthy.

Nevertheless, Mrs. Clarke is right in stating that in the first
Old Age Pensions Act are to be found the seeds of the idea,
which has proved so powerful in the twenticth century, of
State responsibility for the well-being of individual members
of the community. “A man might receive a State pension
without loss of respectability. Henceforth society’s punitive
attitude towards the poor diminished, while its sense of Lability
increased.” *

The subsequent legislation bifurcates into two main streams.
One stream flows from the original Old Age Pensions Act
and is based on the principle of non-contributory pensions
payable from the age of 70 onwards, subject to certain tests as
to means, nationality, and residence. The other stream flows
from the so-called “insurance” principle, first introduced in
regard to other contingencies in 1911, but not applied to old
age until rg25, when contributory pensions were created for
widows, orphans, and old persons between the ages of 65 and 70
who satisfied certain *insurance” conditions. This Contributory
Old Age Pensions scheme was grafted on to the National Health
Insurance scheme for the purposes both of contributions and
central administration. At the age of 70 the two streams are
joined, for the contributory pensions are then merged in the
non-contributory pensions, - In addition to the two main streams
there is a tributary in the shape of the Supplementary ‘Pensions,
which are based on a means test.

[t is all incredibly and senselessly complicated. The Old

1 post, p. 166. * post, p. 167.
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Age Pensions Act, 1936, is administered by the Customs and.
Excise, in conjunction with local pension committees. The
Contributory Old Age Pensions are administered by the Ministry
of Health working through its own local officers. Persons
claiming under the earlier legislation must not have private
means in excess of a certain maximum income. If they have
an income below that figure, the pension will be reduced in
accordance with a statutory table, Those who can claim a
Contributory Old Age Pension between the ages of 65 and 70
or a Widow’s Pension become entitled thereafter to a pension
under the Old Age Pensions Act, 1936, at the full rate of ro/-
a week without regard to any test of means. Over and above
these arrangements are the Supplementary Pensions administered
in cases of need by the Assistance Board.

"The complexity of the provisions and the disintegration of the
administrative machinery are not due merely to the fact that the
various schemes have been introduced piecemeal at different
times. They are due also to the fact that they have not been
informed by consistent principles, and that no attempt has been
made to reconcile themn. It is a case of chaotic administration
reflecting chaotic ideas.

In 1911 the first National Insurance Act was passed. This
introduced at one stroke a widespread scheme of health insurance
and a tentative measure of unemployment insurance for a few
industries known to be especially liable to seasonal unemployment.

The system of National Health Insurance has undergone only
very slight changes in the thirty years which have passed since
Mr. Lloyd George forced it through Parliament in the teeth of
strenuous opposition. It remains today substantially what it
was then. ‘It has not, however, stood the test of time, for it is
regarded by almost everyone who is in any way concerned with
it as highly inadequate from every point of view.

The Health Insurance system was the first of the so-called
“insurance” schemes; and the tenacity with which it has clung
to this notion is at the root of most of its defects. The term
“insurance” is, of course, borrowed from commercial transactions
by means of which private individvals enter into voluntary
contracts to guard themselves against financial loss arising from
certaifl contingencies. It was applied all too lightly to State-
organised schemes which bear a very different character.
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In the first place, participation in the State insurance schemes
is compulsory and not voluntary. In the second place, they are
not wholly or even mainly supported by the-contributions of the
beneficiaries, since there has always been an equal lcvy on
employers and a grant from the State of varying proportions.
In the third place, the contribution is not adjusted to the risk.

Mrs. Williams observes in the course of her careful survey that
although most of the schemes have an actuarial basis, none is true
insurance, not because they are all subsidised by the State, “ but
because there is not the same degree of relationship between risk
and premium as would satisfy actuarial criteria, and because the
liability of premiums and benefits to constant legislative change
renders them only superficially the subject of a contractual
obligation.” 1

. National Heaith Insurance is the scheme which most fully
satisfies actuarial criteria. It is also—and largely for that reason
—the most defective scheme now in operation. The Contributory
Old Age Pension scheme could also be designated more definitely
as an actuarial system than most of the other schemes because
there are fewer incalculable factors to be taken into account in
estimating the risk than in the other cases, but even this scheme
“contains several features which have social rather than actuarial
justification or which have -been admitted because they cor-
responded with the general idea of what is fair.”

The contribution from the insured person is clearly a specifically
allocated tax. The contribution from the employer is equally
clearly a tax on employment which certainly does not ultimately
fall on the employer.

Despite the fact that the insurance analogy does not hold good
on a close analysis over most of the ground, there were certain
political advantages thirty years ago in presenting the health and
unemployment schemes under this guise. The “insurance con-
tributions” enabled a form of direct taxation to be levied on the
vast mass of the wage-earners, who would certainly have fiercely
resented and resisted any attempt to bring down the income tax
to the level of their wages. It was also made possible to entitle
the “insured contributors” to receive benefits as of right, provided
they satisfied the qualifying conditions, and not at the discretion
of an official or administrative organ. The insurance schemes

1 post, p._2a6. * post, p. 244,
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were in consequence clearly distinguished from the Poor Law and
eleemosynary arrangements which had hitherto held the field
and which were regarded with mistrust and dislike by the people.

The National Health Insurance scheme, as already stated, is
more nearly based on “insurance” principles than any of the
other so-called insurance schemes, with the possible exception
of Contributory Old Age Pensions. The contribution of the
State, derived from general taxation, -amounts to a smaller
proportion of the expenditure than is the case with the other.
schemes. The Approved Societies which administer a large part
of the scheme are permitted to exercise a selective choice over the
composition of their membership, and since the funds available
for additional benefits depends on the income of a society in
relation to the demands of its members for the standard benefits,
there is a partial relation between contributions, benefits and
risks which is not found in the other schemes.

But this very adherence to “insurance” principles constitutes
the basic weakness of the National Health Insurance system.
The cash benefits are hopelessly inadequate and deter sick wage-
earners from going ““on the panel,” and therefore to some extent
even from consulting their doctors for fear they will be forced
on the panel. Sickness is almost certain to absorb any savings
which may have been accumulated, and an insured person is
often compelled to seek public assistance in order to supplement
the cash benefits payable under the Health Insurance scheme,
The reason the benefits are so low is that they are calculated on
“actuarial” principles rather than on reasons of social security
or of public health,

The distinction between sickness benefit and disablement
benefit, again, is based merely on the difference between short-
term and long-term illness or disability. There is no rational
ground for paying benefit at a lower rate to a man or woman after
he or she has been sick for more than 26 weeks, but the reduction
is imposed for “actuarial” reasons in order to balance the fund.

There is no justification whatever, from the standpoint of social
security or the national health, in excluding the wife, children
and other dependants of an insured contributor from benefits
either in cash or kind, and immense disadvantages of the most
glaring sort result from leaving them outside the scheme and
without any other provision in case of sickness or disability. The
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reason they are excluded is doubtless to be found in the practice
of commercial insurance, in the field of life, accident, health
and endowment assurance, which usually requires a premium
to be paid in respect of each person entitled to benefit.

The Health scheme, like all the others, is based primarily on
employment: in order, one may assume, that contributions can
be levied on employers and employees and the fiction of insurance
be maintained. This very fact has militated against the inclusion
of dependants, because, as Mrs. Clarke points out, while it is
logical to ask an employer to contribute towards sickness pro-
visions for his employees, it is not logical to ask him to increase
his contributions so as to enable their wives and children to be
included.! Thus it comes about that ‘“National Health Insurance
is not national in the sense that our education is national; it is
not available to the whole nation. It is not even available to all
persons in the lower income groups.” 2

Maternity benefit reveals the strangest and most senseless
anomalies of National Health Insurance, particularly in a com-
munity such as our own, in which the declining birth-rate ought
to be one of our principal preoccupations in the sphere of social
legislation. If the mother is 2 married woman and herself
insured, she receives a double benefit of £4, regardless of whether
her husband is or is not insured. If she is unmarried and insured,
she reccives only a single benefit of £2, although her need is
probably greater than that of a married woman. If she is
married and not insured, but her husband is an insured con-
tributor, a single benefit only is again payable. .

No special provision is made for pregnancy, which is left to
be treated as sickness. The Ministry of Health has decided,
however, that simple pregnancy may not be regarded as sickness
within the meaning of the National Health Insurance Acts.
Some doctors put expectant mothers “on the panel” a few weeks
hefore confinement, but unless complications exist it is more or
less a matter of chance.

The service in kind provided under National Health Insurance
bears distinct signs of the rudimentary notions concerning public
health prevalent in the first decade of the twentieth century.
Medical benefit offers an insured person the type of treatment
which a general practitioner with a working-class practice would

1 post, p. Bg. 1 post, p. 88.
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normally give to patients paying a fee of, say, between 1s. 6d. and
half a crown a visit, Accordmg to the Hlppocratlc tradition,
doctors do not measure the service they give by the fee which
the patlent can pay; but in the long run the economic factor
operates in the medical profession under present conditions no
less potently than in other spheres.

The insured contributors to the Health Insurance scheme are
not entitled to specialist treatment, or to any form of hospitalisa-
tion; nor is a woman entitled to the services of a doctor or
midwife upon her confinement, except by paying for them out
of her maternity benefit. Medical benefit does not include
dental or optical treatment, though these are provided to a
limited degree by some Approved Societies as additional benefits.

The inadequacy of the National Health Insurance scheme in
these respects is reflected in the vast recent growth of the Hospital
Saving Association, a voluntary organisation comprising several
million members, and consisting largely of working men and
women who by this means seek to ensure for themselves and their
families the provision of hospital facilities in case of need.

It is these considerations which lead to the conclusion that
"National Health Insurance is inadequate not only because it i
limited to one section of the community but because it is integrated
in a medical system based on obsolescent methods and values.” !

Even within the limited conceptions embodied in the scheme,
much greater equity, efficiency, and economy could have been
obtained if the administration of the entire cash benefit side had
been taken over by the Government instead of being confided to
the Approved Sacieties.

These bodies, consisting of friendly societies, trade unions,
commercial insurance companies, collecting societies and so
forth, comprise a great variety of institutions of every kind and
size. The only conditions which they must fulfil in order to
become approved is that they may not be conducted for profit
and must be under the exclusive control of their members,

The handing over of a large part of the administration of
National Health Insurance to the Approved Societies has deprived
the scheme of much of its potential usefulness. It has prevented
the collection of any statistical information relating to the health
of the insured part of the population, because the societies are

' post, p. 99.
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not based on geographical divisions. It has led to the separation
of cash benefits from medical benefit in water-tight compartments
without regard to the single object which should be the common
aim of both. It has immensely strengthened the Industrial
Assurance business of the great commercial companies who, by
conducting National Health Insurance work through Approved
Socicty branches, thereby secure an entry into millions of working-
class homes which they are able to turn to good account for
themselves. It has led to the continuance of Health Insurance
on the primitive lines on which it originated, and retarded its
development into something better.

This last-mentioned point requires special emphasis, because
whereas all the other pension and insurance schemes have
developed considerably during the past thirty years,! National
Health Insurance has virtually stood still. It has rested, not on
its laurels, but on the bleak outlines of its original plan. Those
responsible for its administration have indulged in a fantastic
elaboration of detail : in the following pages the reader will learn
of the compensation to doctors in the West Riding being adjusted
according to the number of patients living along *gated roads™;
of the mass of paperasserie which results from the intricate control
over prescriptions, the removal of patients and the keeping of
accounts. Yet during all these years there has been a failure to
consider the essential purposes which a national health insurance
system should serve, or the extent to which those purposes are
served by the present scheme.

Unemployment Insurance may be regarded as the most
important of all the schemes dealt with in the following pages,
for the simple reason that unemployment has been the outstanding
economic and social problem which Britain has had to face
- during the twentieth century. With the significant exception
of the years during the war of 1914-18 and the present war,
it has been a chronic disease of industry, a running sore in the
body politic. At no other time has capitalism been able to offer
anything approaching full employment of the labour resources
of the nation despite all manner of schemes of public works,
government subsidisation of industry, a vast housing programme

1 Compare Unemployment Insurance, of which Mrs. Rackham writes that in the
30 years which have passed since those carly beginnings, frequent changes and
extensions have taken place, so that the scheme of today is hardly recognisable as
that of 1911, See Chapter IV, p. 122 of seq.
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® financed by the State, the introduction of a tariff, and various
other devices advocated as remedies for the sovereign ill of the
British people.

The assumption underlying Unemployment Insurance was that
unemployment is a phenomenon of short duration. On this basis
it can be ameliorated, though not prevented, by means of regular
cash benefits which, though not adequate to maintain the
worker’s standard of life, will at least avoid the demoralisation of
compelling able-bodied men and women to accept poor relief,

The introduction of Unemployment Insurance also imphed
a recognition of the fact that unemployment is not caused, as had
hitherto been commonly alleged by the better-off classes who
were not subject to its miseries, either by a rcluctance to work
or by some moral defect or vocational incapacity on the part
of its victims, In declaring it to be an insurable risk, Parliament
once and for all disposed of the myth that unemployment is a
foerm of industrial malingering, and placed it in the category
of involuntary contingencies. '

Thirty years of bitter experience have demonstrated the futility
of attempting to regard unemployment as an insurable risk. No
risk can be insurable if its probable incidence cannot be foreseen
within fairly narrow limits. And under capitalism it is quite
impossible to foresee the incidence of unemployment, and,
therefore, to provide for it in advance by means of a nicely
calculated system of contributions and benefits. ““Every year,”
Mrs. Williams points out, ‘““the Unemployment Insurance
Statutory Committee has carefully scanned the economic horizon
in the attempt to foretell the economic weather. In every case
its prognostications have proved incorrect, not because its
arguments were unsound, but because it was impossible for it to
foretell that certain events would happen and consequently it
could not estimate their probable effects on the incidence of
unemployment, The Committee has itself realised the impossi-
bility of its task and has made its estimates only because of the
need of having some working hypothesis on which to base its
recommendations.” 1

It would require an entire book to describe all the changes
and vicissitudes through which the Unemployment Insurance
system has passed since its inception in 1911. The scope of the

1 pust, p. 228.
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scheme, the rates of contribution and of benefit, the conditions
under which benefit is payable, the disqualifications to which
claimants are subject, the share of expenditure borne by the
State: these and many other features have bccn subject to
frequent alteration.

The principal element in the history of the past thirty years
has, however, been the struggle to maintain the “insurance”
basis of the scheme in the face of liabilities far greater than any
which could be met by *actuarial” means. This struggle
reached its climax with the appointment of the Royal Commission
on Unemployment Insurance in 1930, whose terms of reference
were to make recommendations with regard to (1) the future
scope of the Unemployment Insurance scheme, “the provisions
which it should contain and the means by which it may be made
solvent and self-supporting,” and (2) the arrangements which
should be made outside the scheme for the unemployed who are
capable of and available for work.

In 1934 a new step of great importance was taken by the
setting up of the Unemployment Assistance Board. It was
originally designed to assist the long-term unemployed who could
no longer be supported by means of unemployment benefit
without abandoning the “insurance” principle; and who could
not be dealt with by the Public Assistance authorities without
Jjeopardising the stability of local government finance. The
Assistance Board, as it was later renamed, ha$ subsequently had
entrusted to it many other functions not related to the unemployed.

The original intention was to set up a central organ which
would be independent of day-to-day Parliamentary control, the
object being to remove unemployment from the exigencies of
political party pressure. The hope of “taking politics out of
politics” was obviously doomed to disappointment, and the
Parliamentary uproar which followed the initial stages of the
Board’s work is not likely to be forgotten. The additional
functions which have been conferred on the Assistance Board
since the outbreak of war have resulted in its becoming the
principal organ of the central government for making allowances
and payments to the civilian population. No less than 8
Ministers of the Crown now answer questions about the Board!
Yet the Board itself is not answerable to Parliament. Its
constitutional position is highly unsatisfactory, and the Board
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might not survive any considerable strain which it may have
to endure.

The Poor Law itself underwent a substantial transformation
in 1929, when the Local Government Act abolished the Boards
of Guardians and transferred their functions to County and
County Borough Councils. The break-up of the Poor Law, the
necessity for which was so powerfully advocated by Mr. and
Mrs. Webb in the celebrated Minority Report of the Royal
Commission on the Poor Laws, 1905-g, was not achieved by
the legislation of 1g2g; but an important step in that direction
was taken by the merging of Public Assistance administration in
the general system of local government, and a still greater stride
forward made by the power conferred on local authorities to
declare (in the schemes they were required to submit to the
Minister of Health} that, in the case of services which could
be provided either under the Poor Law or under the Public
Health Acts or similar legislation, they should be deemed to
be provided under the relevant social service Act and not by
way of public assistance.

While, therefore, the Poor Law has not been finally broken
up, and the principles which were laid down in 1601 are still in
pperation, its administration has been transformed and humanised
almost beyond recognition compared with the state of affairs
which existed during the nincteenth century, Of still greater
importance is the fact that large classes of the community who
were formerly dependent on poor relief are now provided for
by other means. These include the aged, the blind, the able-
bodied unemployed, the mentally defective, the widows and
orphans, the sick and disabled, As Mr. Marshall shows, the
provision made for these categories by other agencies is in many
cases so inadequate that it is still necessary for the Public Assistance
authorities to supplement their allowances by the grant of poor
‘relief; but despite this, the effective scope of their jurisdiction
has greatly diminished. It is to this diminished sphere of opera-
tions that we should look in estimating the extent to which the
. Poor Law has been broken up.

In 1925 there was passed the first of the Acts to provide
penstons for widows and their dependent children, orphans, and
old persons between 65 and 70 years of age. Here again the
contributory principle was adopted, and the new pensions were
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grafted on to the arrangements already in existence under the
National Health Insurance Act.

The main significance of the new development was the much
fuller recognition which it accorded to the family responsibilities
of the wage-earner. For the first time provision was made, by
means of compulsory State organisation and subsidisation by the
Nationa! Exchequer, for the wives and children of men whose
death has deprived the household of its main source of income.

The new scheme did not take a strictly functional view of
widows’ pensions. For example, a woman could not become
entitled to such a pension by virtue of her own insurance, though
she might suffer severe financial loss by the death of her husband,
who might be employed in a non-insurable occupation. On the
other hand, the wives of insured men can draw pensions even
if they are able to earn their own livelihood and are without
dependent children or other encumbrances.

With this legislation there is a final abandonment of the idea
that the wage-carner can properly be expected to make provision,
by his own unaided efforts and habits of thrift, to meet the major
contingencies of life caused by death, old age, sickness and
unemployment. The inadequate wages earned by large numbers
of workpeople makes it difficult or impossible for them to meet
even the current needs of the household for rent, food, clothing,
fuel and other necessaries, not to mention drink, tobacco and
amusements. To expect them in addition to make provision for
the future is merely quixotic. The irregularity of employment
of a vast section of both well-paid and ill-paid workers would
alonc suffice to make voluntary and unaided action impracticable.

The abandonment of this idea was due partly to a decline in
the belief that destitution is caused by the special forms of moral
culpability, or the absence of certain Victorian virtues, generally
associated with poverty during the nineteenth century. It
gradually dawned on the better-off classes that to expect the
mass of the wage-earners to safeguard themselves against extreme
misery and want in time of distress was about as sensible as to
expect them to cure themselves of sickness without the aid of a
doctor.

The acceptance by the State of the obligation to make pro-
vision,- through compulsory organisation and a limited degree
of subsidisation, against the contingencies of sickness, widowhood,
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orphanhood, old age and unemployment, was thus based both
on a change in the moral attitude towards poverty and on 2 new .
understanding of the economic causes underlying its most common
manifestations. To the rise of the social sciences, to the pioneering
work of the great social investigators such as Booth, Sidney and
Beatrice Webb, and Rowntree, to the Fabian Society and the
Labour Movement generally, must be ascribed a large part of
the difference in the moral and intellectual climate of the past
twenty or thirty years, as compared with that of the Victorian era.

This change in outlook. has affected not only the better-off and
privileged scctions of society, but also to an even greater extent
the working classes themselves. They have ceased to feel guilty
of the deadly sins of poverty and insolvency. The stigma which
formerly attached to the acceptance of poor relief from the
Guardians is no longer felt strongly, or perhaps even at all, by
those who take Public Assistance from the County or County
Borough Council, or allowances of one kind or another from the
Agsistance Board. There is a widespread feeling among applican‘ts
that they are entitled to the benefits provided by thc insurance
schemes, and that they have paid for them,

It is undeniable that the various benefits and pensions are paid-
as of right : for claims are firmly based on the new rights conferred
by social legislation. The other belicf is true to a lesser extent,
for although the insured workers contribute towards the cost
of the schemes, their share does not amount to even as much as
one-half of the total expenditure.

So far as entitlement is concerned, it would seem, indeed, that
the pendulum has swung too far in the opposite direction. The
*“‘insurance” principle which has been so mistakenly emphasised
in the schemes has tended to produce a political psychology
which regards the State as a kind of penny-in-the-slot machine,
in which you put a coin and draw out your packet of chocolate,
That attitude produces many political disadvantages. It over-
looks the fact that although your penny released the drawer, the
chocolate which was in it cost far more than a penny; and the
extra cost was borne by others. It overlooks the fact that in a
system of social security many people must put pennies into
slots without drawing anything out. It puts all the stress on
the rights of the citizen against the State, and little or none on
his obligations towards the community.
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Despite the emergence of the new economic, political and moral
ideas to which reference has been made above, and the creation
of new types of social administration which were both the cause
and the consequence of changes in the world of thought, it 1s
strange to find how incomplete and compartmental the treatment
of social security has been.

The most striking omisston is the lack of any provision for
family allowances for dependent children during the time when
the wage-earner is at work. An allowance towards the burden
of child-rearing is made in Workmen’s Compensation, Unem-
ployment Insurance, Widows’ Pensions, Public Assistance,
pensions for members of the Armed Forces and civilians suffering
war injuries or war service injuries, Unemployment Assistance,
and Supplementary Pensions. But when the breadwinner of
the household is at work no cash provision is made for his
dependent children, although their presence may make all the
difference between a household falling below the poverty line
or enjoying a degree of comparative comfort. Yet the State has
been far from ignoring children during the present century.
The development of municipal education; the creation of
maternity and child welfare clinics; the successive improvements
in the hours of work and conditions of employment for juveniles
secured by the Factories Act, 1937, and other industrial legislation ;
the protection afforded to children against cruelty or neglect by
their parents or guardians by the Children Act; the attempt
to deal with juvenile delinquency by specially appropriate
methods: all these measures show a considerable degree of
solicitude on the part of Parliament and the public for the
welfare of the young. Nevertheless, there has so far been no
response to the unanswerable plea which has been made with
eloguence and force by the advocates of family allowances.

The provision of allowances for children in the Income Tax
law only serves to sharpen the contrast between the treatment
of the working classes in this matter and that accorded to the
better-off sections of the community. It is probable that the
main obstacle to the introduction of a system of allowances for
children has been the opposition of the trade unions, whose
attitude is based on the fear that family allowances would under-
mine the strength of collective bargaining and drive a wedge
between the men with children and those without.

G
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Such an apprehension would justify opposition to any scheme
of family allowances based on wage differentiation. But it is
difficult to see in what way it can explain the long-continued
" hostility of the trade unions towards family allowances paid
entirely by the State out of taxation, or even financed on a
tripartite basis in a similar manner to the social insurance
schemes.

Another striking omission in the present arrangements is the
lack of any public provision to meet the cost of burial. But here
there is a simple explanation. The field has been captured by
commercial interests and voluntary organisations, and the State
has unwisely acquiesced in that conquest.

The chapter by Mr. 'Ginsburg shows the extraordinary
dimensions of the business conducted by the collecting societies
and the assurance companies engaged in the class of business
which is known as Industrial Assurance. At the end of 1938
there were no less than 100 million policies in existence in Great
Britain, representing a premium income of £72 millions: an
average of 2/g a week from each of the ten million families
contributing to this enormous total. The aggregate sum assured
is approximately £1,600 millions.

This vast mountain of small insurance policies has been built
up through the incessant ant-like activities of an army of full-time
insurance agents numbering 50,000 or 60,000, employed by about
150 collecting societies (of which all but half a dozen are of
negligible size) and a slightly larger number of commercial
insurance companies trading for profit,

- The motive which has prompted the people of Britain to
indulge in this orgy of small-scale voluntary life insurance is an
ever-present sense of the need to make provision against the
crippling expense caused by a death in the household, if the
humiliation of a pauper’s funeral is to be avoided. It is difficult
to overestimate the depth of the horror, fear and aversion with
which the thought of a pauper’s grave is rcgarded after three
centuries of Poor Law admlmstrat:on, and in most places the
only alternative to this is a funeral provided at high charges by
an undertaker trading for profit, and attended with elaborate
paraphernalia. The emotions arcused by a bereavement and
a desire to carn the esteem of neighbours conspire to induce most
working-class households to incur an exorbitant outlay vn such
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an occasion; and it is to meet this that the mass of the wage-
earners and persons of similar incomc spend each year on
provision against death as much as the whole public expenditure
on clementary and secondary education. The 2/g per week
which is the average weekly payment for each family compares
with 1/10 per week for the contribution by an adult man for
health and unemployment insurance, widows’, orphans’ and old
age contributory pensions. '

Mr. Ginsburg describes the manner in which the companies
goad their agents to obtain new business, regardless- of the needs
of the assured or their ability to pay additional premiums; and
he explains the reason why a continuous expansion is the
necessary economic basis of the present system. He shows that
the policies in force far exceed any reasonable coverage required
to ensure decent burial; that poor people are persuaded to enter
into far heavier commitments than they can afford; and that the
rate of lapse is in conséquence excessively high.

It is impossible to survey this field of activity without con-
cluding that the State has been gravely at fault in not making

‘the public provision of funecral benefit a part of the national

system of social security. It is painfully clear that the mass of
working-class homes are mulcted of huge sums each year to
provide against a universal contingency which could be better
provided by public administration at a fraction of the cost; and
that the present system should not be permitted to continue
unchallenged for a day longer.

When the insurance schemes were first introduced, they were
all based on the fact of employment. That is to say, the obligation
to be insured fell on persons employed under a contract of
cmployment or apprenticeship at a rate of remuneration not
exceeding £160 a year. From 1918 even the class of voluntary
contributors admitted to health insurance consisted of persons
who had previously been engaged in insurable employment for a
specified time. '

With the gradual recognition of the fact that the need for
social security depends primarily on financial status rather than
on a particular economic relationship, the scope of the schemes

1 In 1937, for example, no less than six million policies were voluntarily dropped
by their owners, and in five million of these cases the policy lapsed shortly after it
was started and no surrender value was paid by the Cotmpany,
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has been widened so as to include not only persons of similar
incomes who are not employed in the technical sense, but also
persons in somewhat higher income groups who comprise the
lower middle class. Legislation passed in 1937 enables men
whose income does not exceed £400, and women with not more
than £250 a year, to become voluntary contributors in respect
of the widows’, orphans’ and contributory old age pensions;
while in 1941 the income limit for compulsory insurance was
raised to {420 a year. These Acts brought into the schemes a
very large proportion of the black-coated workers.

A more extensive provision in a different direction has been
made not only for wage-earners, but for both the lower and
higher grades of salaried employees, by means of Superannuation
schemes.

* The growth of Superannuation is one of the features of the
period under review. Prior to the commencement of the present
century, few occupations outside the Civil Service, public
education, and Poor Law administration offered any facilities to
their members to provide against the vicissitudes of old age,
retirement and death. Now, as Miss Cohen’s investigations
show, there are some 2,500,000 persons participating in super-
annuation schemes of one kind or another. These include (in
addition to civil servants, local government officers and teachers
employed by local education authorities) more than 800,000
administrative and salaried workers, clerical and sales assistants,
and a slightly larger number of wage-earners.

The superannuation schemes which cover this substantial
section of the administrative, professional and clerical employees,
and to a less significant extent the manual workers in selected
occupations, number several thousand and vary considerably in
character, There . are statutory and non-statutory schemes;
there are those which require the employee to pay contributions
and those in which the employer alone is responsible for bearing
the entire cost. There are variations in the rates of benefit and
the conditions under which it is payable. The most satisfactory
schemes make provision not only for retirement in old age, but
also for the man or woman who is compelled to give up work
on account of sickness, and for the dependants of deceased
employees,

The essential feature of superannuation is that the pension is
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related to the recipient’s length of service and his rate of salary,
In this it affords a sharp contrast to the statutory Old Age
Pensions schemes and other social insurance arrangements, in
which the rate of benefit bears no relation to the previous earnings
of the applicant. In so far as the main object of social security
is the maintenance of people at or near their accustomed standard
of life during periods of economic strain or financial decline, this
is far more nearly achieved by means of superannuation than by
any of the social insurance schemes. In the United States, the
social security scheme introduced by President Roosevelt provides
contributory pensions based on individual earnings and with
benefits corresponding thereto; but nothing similar has so far
been attempted on a national scale in this country.

The growth of superannuation in Britain indicates, however,
the extent to which employment of a more or less permanent
nature has been established in a variety of occupations. Broadly
speaking, the scope of superannuation is almost co-terminous
with those organisations, both public or private, which are able
to offer their employees—or at least a substantial proportion of
them—full-time service during the whole working life until a
recognised retiring age is reached. In this, as in other respects,
certain commercial and industrial firms, in addition to am
extensive range of public and private institutions, are beginning
to assimilate their terms of employment to the conditions offered
by the Civil Service.

The arrangements whereby pensions are available to blind
persons from the age of 40 constitutes only one aspect of the
special provision which has been made for a severcly handicapped
group whose needs have been urged with unusunal ability and
whose claims to sympathy and practical aid have met with a
ready response from the British Government and people. There
is, indeed, no other handicapped group which has received
anything like the same degree of consideration or interest, though
there are several which stand in great need of it. Doubt is
expressed by persons specially cognisant of the blind whether
their welfare is best served by segregating them for special
treatment in so marked a fashion, instead of dealing with them
as a particular category of partially disabled persons. In this,
as in so many other instances, Parliament has been unable to
rise to the height of a general proposition; and even now the
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pensions which are paid to the blind at 40 years old are “old
age”’ pensions!

The most conspicuous fact about the public provision for the
blind is, however, the relatively extensive effort which has been
made to supplement payments in cash by services in kind; and
to make such services as constructive as possible, Mr. Eagar
makes it clear that much remains to be done for the blind in the
fields of education, training, employment and general welfare;
but, taking them all in all, the combined efforts of the local
authorities and the central departments in this sphere represent
a far higher level of achievement in the provision of services than
anything which has been attempted in the case of the sick or
the disabled, the unemployed, the aged, the orphans, the widows,
or even the expectant and nursing mothers.

The compartmental thinking which has characterised the
several schemes of social insurance is reflected in the fantastic array
of administrative bodies which are charged with administering
them. Unemployment Insurance is the responsibility of the
Ministry of Labour and National Service; Health Insurance
that of the Ministry of Health in conjunction with local insurance
committees and the Approved Societies. Non-Contributory Old
Age Pensions are administered by the Customs and Excise and
the local pension committees; Contributory Old Age Pensions,
Widows’ and Orphans’ Pensions by the Ministry of Health;
Supplementary Old Age Pensions by the Assistance Board. The
Ministry of Pensions deals with the pensions of all ex-Service men
or their dependants; but the War Office, Admiralty and Air
Ministry look after the pensions of men serving in the Forces.
The Ministry of Pensions is also responsible for pensions to
civilians suffering from war injuries or war service injuries. The
Home Office is nominally in charge of Workmen’s Compensation.
The Assistance Board looks after Unemployment Assistance and
. a number of other functions which have recently been assigned
to them. Public Assistance is in the hands of the County
and Gounty Borough Councils, supervised by the Ministry of
Health,

This medley of authorities is as chaotic, illogical and inefficient
as anything which existed in the eighteenth or nineteenth
centuries, and at which we now smile pityingly when we read
an account by a novelist or historian. It is truly amazing that
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such a hotch-potch of authorities should have been allowed to
continue year after year without so much as a protest in Parlia-
ment. It apparently required a second World War to produce
the mental activity in Westminster and Whitehall necessary to

set on foot even an enquiry into the subject. '

The disintegration of administrative power among so many
unco-ordinated authorities is not a-matter of interest merely to
social reformers or students of government, It has spelt dis-
appointment, fatigue and exasperatlon to thousands of old, sick,
infirm, out-of-work and d@stitute persons who have been sent
from one local office to another, badgered from pillar to post by
officials whose main object is sometimes to try to pass on the
marginal cases to someone else.

At the Parliamentary level no political party appears to have
grasped the need for planning in this field of State action, nor
to have envisaged the various insurance, rclief and pension
schemes as related aspects of the single problem of Social Security.

Yet none of the parties has been fundamentally hostile or
unsympathetic to the idea of social security; and none of them
can claim exclusive credit for what has been achieved. The
Conservative Party introduced Workmen’s Compensation and
the Widows’, Orphans’ and Contributory Old Age Pensions
Act, although the latter scheme is said to have been prepared by
the second Labour Government when in office. The Liberal
Government of 1go6 initiated Old Age Pensions, National
Health and Unemployment Insurance. The Labour Party did
not establish any of the schemes in its two short periods of office,
but it has pressed continuously for better treatment of the
ex-Serviceman, the unemployed, the aged, and workers suffering
industrial injuries, with a not unappreciable effect on both
legislation and administration.

The final verdict on the half-century of growth, whose results
are surveyed in the following chapters, is that the social security
schemes described therein were introduced experimentally and
have somchow never developed into maturity, Their faults
were not corrected nor their virtues encouraged. They have
remained in a state of arrested development attended by the
usual evils associated with that condition.

The time has clearly come when we should recast the whole
range of services, bring them up to date, infuse them with modern
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doctrines, organise them on consistent principles, place them in a
definite rclationship with one another, integrate the machinery
of central and local administration, and inform the entire system
by constructive ideas.

The manner in which that task can best be accomplished is
discussed in Part II of the book.



Chapter 1

PUBLIC ASSISTANCE
By HERBERT W. MARSHALL

HistoricaL: Famiry Resronsisirry anp PriNGIPLE OF
DEestrTUTION .

THE present Public Assistance system originated in the Eliza-
bethan Poor Law, which dates back to 1601, The erroneous
impression still persists to some extent that the ““poor law” was
abolished in 1929 when the Guardians of the Poor—the local
bodies clected to administer it—were abolished, but all that
actually happened was that the machinery, brought up to date
here and there, was placed under the direction of the County and -
County Borough Councils, and the law governing the grant of
relief was merely consolidated into thé Poor Law Act, 1930, The
fact is, therefore, that the main principles of the Poor Law of
1601 are still in being,! but that other social legislation has lessened
the scope of the law.

The first principle of the system is contained in Section 14 of
the Poor Law Act, 1930, which re-enacted Section VII of the
Poor Relief Act of 1601, viz.:

It shall be the duty of the father, grandfather, mother, grand-
mother, husband or child, of a poor, old, blind, lame, or
impotent person, or other poor person, not able to work, if
possessed of sufficient ‘means, to relieve and maintain that
person.” :

The duty of the -local authority to relieve then follows in
Section 15. From Section 14 there arises the principle that relief
may be given by a local authority only to the destitute—that
is, only to those persons whose personal or family resources are
insufficient to meet their immediate need.! Whilst no statutory
definition of destitution exists, the former Local Government
Board expressed the view that ““in determining whether a person

! But see now Pensions and Determination of Needs Act, 1943, pp. 49, 51 and 36.
41
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is destitute or not, it must be remembered that a person may be
destitute in respect of the want of some particular necessity of
life without being destitute in all respects.” ! Since then, legis-
lation has provided that certain kinds of income ({National
Health Insurance benefit, Friendly Society sick pay, Disability
pensions) shall be ignored to some extent in considering the grant
of relief, and the position therefore now arises that a man may be
technically ‘‘destitute” but yet have means which formerly
would have disqualified him from receiving relief. 1t is likewise
permissible for capital assets to be ignored to some extent
—a principle entirely abhorrent to the original Poor Law
system.

From the principles of the original Poor Law there followed—
quite logically—the requirement that, before relief could be
granted, the circumstances of the applicant and the household
in which he resided must be taken into consideration, i.e. the
“family” or “household” means test. But this requirement has
been materially changed in “household™ cases by the operation
of the Pensions and Determination of Needs Act, 1943.

Despite this latest modification of the law, however, the
fundamental principles of the Poor Law are still applicable
to some types of cases, although several classes which formerly
had to turn to the Poor Law for agsistance when in need have
been, by other social legislation, removed from its scope.

ADMINISTRATIVE MACHINERY

Since 1930 the local administration of the Poor Law has been
the duty of County Borough and County Councils in England
and Wales, and the actval machinery consists of a committee
(which may be charged solely with Poor Law functions or may
be another committee of the Council) to whom the Poor Law
work is delegated, together with a number of sub-committees.
The majority of authorities have appointed a separate Public
Assistance Committee consisting usually of elected members of
the Council plus a number, not exceeding one-third of the total,
of persons co-opted from outside the Council. The principle
of co-option is optional, and in some instances has not been
exercised. All Poor Law functions are delegated to the Public

1 Circular of Local Government Board, 18th March 1310,
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Assistance Committee (as it is usually called) except the power
of raising a rate, but the degree of executive power varies
according to the terms of the scheme drawn up by each Council
and approved by the Ministry of Health.

The Minister of Health is charged with the central direction
and control of all matters relating to the administration of poor
relief, but has no power to interfere in any individual case for
the purpose of ordering or varying the amount of relief. In
Scotland, where the practice has always differed somewhat, the
applicant has a right of appeal to the Scottish Office against the
decision of the local authority. The Minister of Health’s powers
are exercised by the issue of regulations which have the force
of law, and consist principally of two Orders—the Public
Assistance Order, 1930, and the Relief Regulation Order, 1930
{(as amended from time to time)—and he also has a number of
General Inspectors whose duty it is to visit authorities and inspect
any aspect of their Poor Law administration and report his
findings to the Minister. The Inspectors have no power to give
directions to an authority, and any representations which may
be necessary are made by the Secretary of the Ministry to the
Clerk of the authority. A considerable measure of control is
exercised by the central authority in the grant or refusal of
sanction to loans for capital expenditure in connection with
institutional relief; and so far as out-relief is concerned, the
accounts of the authority are subject to the scrutiny of the
Minister’s Auditor, who has powers of surcharge or disallowance
where he considers payments of relief to be illegal or excessive.
The Minister also has the power to direct an authority to appoint
officers, and certain senior officers may not be dismissed, or their
remuneration reduced, without his sanction, and he may also
define the duties of any such officers.

The local administrative machinery differs between County
Boroughs and County Councils, and also varies considerably
between individual authorities. In county boroughs the
administration is carried out by a committee and a series of sub-
committees, and the area is divided into a number of small
relief districts with a “Relieving” Officer in charge of each
district. The usual practice is that a sub-committee has charge
of one or more relief districts and adjudicates and makes orders
in the cases from that district submitted to it through the Relieving
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Officer, and there is usually a central sub-committee which acts
as a supervising and appéals committee from the local relief
sub-committees,

In counties the Councils are required to appoint, in addition
to a Public Assistance Committee, Guardians’ Gommittees for
appropriate areas of the county, and to delegate to such com-
mittees the duties of dealing with applications for relief in that
area, and the management of any Poor Law institution therein,
but the Guardians’ Committees have no power to appoint or
dismiss an officer without the approval of the Public Assistance
Committee.

The local relief sub-committees (in county boroughs) and the
* Guardians’ Committees (in counties) have executive powers to
deal with applications for relief within the terms of rules laid down
by the Public Assistance Committee, and it is usual also for the
Committee to prescribe scales of relief for the guidance of the
sub-committees, but there is no strict legal authority for these
scales of relief. Each case, technically, is required to be dealt
with on its merits according to the individual circumstances, but
authorities find it necessary for the sake of uniformity and
administrative convenience to lay down a guiding scale. The
local relief sub-committeés have considerable discretion in dealing
with individual cases, and it should be noted that the decision on
any particular case rests with the Committee and not with the officer,
although the latter is under no obligation to carry out any order
which may, in his opinion, be illegal. This system contrasts with
the methods of the Assistance Board, where the decision on the
amount to be paid to an applicant lies with the officer, within the
Regulations approved by the Board. The Public Assistance
sub-committees are frequently drawn from persons actually
residing amongst the people they are required to relieve; and
whilst this has the advantage that the members often have an
intimate knowledge of the cases brought before them, and also
that the applicant can always air a grievance by. approaching
his local member, it has the somewhat serious disadvantage of
leaving the way open to pressure upon a local member from
reasons other than pure necessity—e.g. political feeling—par-
ticularly if the member is an elected one. This sub-committee
system, which originated under the former Boards of Guardians,
has, since the transfer of the Poor Law to the Councils, tended to
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break down for two reasons: firstly, the members 6f the Council,
being also concerned with other aspects of Council work, have
less time than had the ad hoc Guardians to devote to attendance
at relief committees; and secondly, the large increase in out-
relief cases in times of acute depression makes it impossible for
a committee to examine every case in detail. Largely as a result
of these defects, the local administration in some areas, notably
in London and some other large counties and county boroughs,
has been considerably altered, with the approval of the Ministry
of Health, by the abolition of the local relief sub-committees and
the appointment of paid officers, known as Adjudicating Officers,
whose function it is to consider the applications for relief sub-
mitted by the Relieving Officer and to assess the amount to
be paid according to a fixed scale of relief prescribed by the
Council, any variation from the scale, or appeals against his
decision, being submitted to a committee of the Council. This
system, whilst departing from the long-established democratic
control of the grant of relief, has advantages in that it ensures
that all applications are speedily dealt with and that relief may
be paid immediately in cash. Under the sub-committee system
delays occur, and a Relieving Officer has power only to relieve
“in kind” pending submission of the case to the sub-committee. .

The Adjudicating Officer system is similar to the system
adopted by the Assistance Board, with one improvement: the
applicant. has a right of appeal to a democratically elected
committee instead of a nominated tribunal. In practice, the
latter tend to legalistic interpretations of the Board’s regulations
rather than to that easing of the administration where necessary
which ought to be the aim of a service devoted solely to the
assistance of those in need. It is extremely difficult, if not
impossible, so to frame regulations that every type of case and
every variation of circuinstances is adequately covered, and it is
essential that some officer or body must have discretion to deal
with cases which do not fit in the framework so as to prevent
injustice. In this respect the Public Assistance system is superior
to the Assistance Board. The Advisory Committees appointed
by the Assistance Board have no real analogy to the local sub-
committees of the Public Assistance Committee. The latter have
real power to make decisions and to order relief to persons in
need. Under suitable conditions and with good personnel they
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are probably superior, in fact, to thc Adjudicating Officer
system or the system of the Assistance Board—but the Advisory
Committees, besides being undemocratic in that they are
nominated, are purely advisory in capacity. They have no
power, and the Board may disregard their advice if they choose.
In any case, they are concerned only with general questions, not
with allowances to individual cases.

The chief official for the local administration of the Poor Law
is the Public Assistance Officer, who in some instances is also
the Clerk of the Council. The Public Assistance Officer is
responsible to the Council for the administration of the service
in the area; he is required to advise them on the law and
practice, and to supervise the officials and see that the regulations
of the Council and the Minister are properly observed. For the
purposes of the actual grant of relief, however, the key official
is the District Relieving Officer. This much-maligned officer,
a direct descendant of the Elizabethan parish officer and of the
Dickensian beadle, is, in fact, in a position to make or mar the
local administration. He is required to receive any application
for relief in his district; to record the required information;
personally to visit the house of the applicant and investigate the
accuracy of the information given; to report upon the application
to his Relief Committee, and to carry out the decision of that
committee. He is also required by law to grant orders for the
admission of destitute persons to institutions and hospitals. The
duties of the District Relieving Officer sharply contrast with the
duties of an Area Officer of the Assistance Board; the former
‘must personally investigate an application made to him and
carry out the orders of the Committee and (usually) pay the
money. The Area Officer, however, has the case investigated by
a subordinate official and merely makes—or approves—a decision
upon the information collated, and this decision is then com-
municated to the Ministry of Labour or the Pension Authority,
and payment is actually made, not by the Board, but by the
EmploymenteExchange or the Post Office. Equipped as he is
with statutory powers to relieve distress arising in sudden or
urgent necessity, irrespective of the Council, the Relieving
Officer is by his personality and his attitude to his duties in a
position to colour local administration with humanity and
sympathy, or, on the other hand, a narrow interpretation of his
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work may lead to harsh results and give rise to that atmosphere
of deterrence which it was the aim of Chadwick’s Commissioners
to enforce in the grant of outdoor relief.

In any final reform or -break-up of the Poor Law system; the
statutory duties at present exercised by the Relieving Officers
in the grant of emergency relief must be preserved. The question
of the machinery through which they should be performed is a
matter of some difficulty, as with the transfer-of cases to other
agencies the residual cases remaining to be dealt with may not
justify the existence of a separate administration merely to fill
the gaps left by other authorities. The most important point is
that the Relieving Officer’s function of relieving urgent need is
exercised locally and must in the nature of things remain so;
the present larger areas and more widely separated offices of the
Assistance Board are, for example, scarcely sufficient to deal
with this aspect of relief efficiently. It is essential to make sure
that the needs and convenience of the public should have -
preference over any purely administrative considerations.

Prior to'1930 the Poor Law system was the only “‘assistance™
authority affording relief on the basis of need. Whilst, due to its
local organisation, wide variations in scales of relief and standards
of administration existed, it could be said with truth that one
and the same principle applied throughout the country, Sig-
nificant changes have, however, been introduced since that date,
affecting both standards of relief and administration. The
process actually commenced in 1931 when, in the transitional
payments scheme adopted as an emergency economy measure,
unemployed persons who had exhausted their right to standard
Unemployment benefit were required to submit their claims for -
further assistance to the Public Assistance authorities, who had
to investigate and assess their needs on the same basis as was
used for persons of similar classes receiving Public Assistance
from the rates. The expenditure, however, still remained the
responsibility of the National Exchequer, and payment of the
amounts determined by the local committees was made by the
Employment Exchanges. It is unnecessary to dwell upon the
disastrous result of this policy upon local administration in many
areas where unemployment was rife; suffice it to say that the
regulations were largely ignored and payments were authorised
with little regard to Public Assistance standards of need. Directly
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as a result of the bitter controversy which arose from the transi-
tional payments administration, the Unemployment Assistance
Board was established, and so there came into being a centrally
controlled organisation, with local offices, applying a test of need
on lines prescribed by Parliament, differing in principle from the
Public Assistance system, and applicable to one class of persons
only, viz. the unemployed falling within the scope of the Widows’,
Orphans’ and Old Age Contributory Pensions Acts. The Board
was required to administer a fixed scale’ of assistance, with
allowances from income on a scale practically unknown in
ordinary Public Assistance administration, and so uniformity in
the treatment of cases—impossible to achieve under the local
authority system because no common standards existed or had
been laid down by the central authority—was established.

An agitation afterwards began for the augmentation of Old
Age Pensions, resulting in 1940 in handing over to the Board
(now the Assistance Board) the work of supplementing Old Age
Pensions on similar lines to the system adopted for Unemployment
Assistance. Thus a further large section of the community
formerly having recourse to the local rates for relief when
necessary was taken away from the Public Assistance authorities
and placed under a national organisation giving uniform treat-
ment throughout the country. More recently still, the Deter-
" mination of Needs Act, 1941, has made a drastic change in the
principles of the test of need to be applied by the Board, which
has had the effect of replacing very largely the “household”
test of need by one limited to the resources of the applicant
only.

There are now, therefore, two Assistance authorities covering
the country, working side by side, each with its own administrative
organisation and staffs: in the case of the Board, being based
on traditional Civil Service lines, conditions of service and
remuneration; and in the case of the Public Assistance authorities,
following local conditions, varying considerably between area
and area in standards of efficiency, conditions of service and
remuneration of officials. One of the immediate effects of this
dual system is to throw into high relief two objections which
have always been taken to the local Public Assistance system,
viz.: (i.) that the incidence of its charge varies between area
and area, the wealthier residential towns being at an advantage
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over the highly rated industrial areas with a high percentage of

Public Assistance cases; and (ii.) that similar cases under
different authorities may be dealt with in quite different ways
and on varying standards of relief. The changes made by the
Determination of Needs Act, 1941, in the principles of the Board’s

test of need, placed the Public Assistance authorities in a very
anomalous, and rather invidious, position. For example, whilst
the Board in dealing with an unemployed man practically
ignored the income of relatives residing with him and made no
claim against those of his relatives who resided elsewhere, the
Public Assistance authorities' had, when the same person fell sick
and sought relicf, to take into acceunt the resources of his family,
and, in addition, had to endeavour to obtain contributions from
the relatives residing elsewhere.

This position has now ! been matcnally affected by the passing
of the Pensions and Determination of Needs Act, 1943, which,
amongst other things, applies to applicants for public assistance,
the same Rules for determining need in “household” cases as are
used by the Assistance Board.? Briefly, the Rules provide that,
in the case of an applicant who is a member of a household, the
resources of persons residing with him or her (except the husband
or wife or dependant of the applicant) are no longer to be re-
garded as the resources of the applicant, contrary to the original
poor law requirement that the income of the applicant’s house-
* hold must be taken into consideration. Thereafter, the Rules lay
down fixed amounts which are to be regarded. as contributions
by members of households to the household expenses, and in
some circumstances provide that no such contributions are to be
regardcd as payable,

The aim of this curious example of piecemeal legislation is
apparently to obtain uniformity of treatment as between similar
classes of persons applying for assistance to the Board or to the
local authorities, and to bring about uniform action between the
various local authorities themselves. But in applying the Rules,
the Act expressly preserves the discretion of Authorities under
the Poor Law, Morcover, it does not prescribe any uniform
scale of relief payments to be used by Authorities, so that, even
though the Rules are strictly applied, there is no ccrtainty—lﬁtlc

L 15t Novernber 1943.
* Determination of Needs Act, 1941 (First Schedule) See post pp. 150-1.

D
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likelthood in fact—that identical cases under different Authorities
will receive the same amount of relief. There is much to be said
for a discretionary power in the grant of assistance, but it cannot
lead to uniformity, Apart from this, however, the new Rules
ought to improve considerably the position of applicants for
public assistance who reside with adult relatives.

The contacts between the local authorities and other agencies—
e.g. Assistance Board, Ministry of Labour, Ministry of Health
Insurance Department, Customs and Excise, etc.—have with
each piece of legislation become more complicated, and, for the
sake of the people who have recourse to these agencies, ought to
be simplified.

At present, during consideration of questions of scope, insura-
bility, availability for work, qualification for pension, etc.,
persons who have an unquestionable right to the particular
grant they apply for may have to be relieved by the local authority
until the appropriate agency has decided the case, and then the
local authority must proceed to claim back the money so granted.
If the non-Poor Law services do not deal immediately with a
case, either from lack of time or delay in procedure or for some
other cause, the person affected can always, as a last resort, fall
back for the time being on the Poor Law system. Thus the Poor
Law system is in the rather invidious position that it must deal
with the immediate necessities of the situation, even though the
position may have arisen from the neglect or indifference of
another agency which rightly should deal with the case, This
seems to have a twofold effect: it makes for elasticity in the
Poor Law system (a good thing in any social service), but, on
the other hand, creates 4 sense of lack of urgency on the part
of other services which ought to be dealing with the cases.

CAsES NOW DEALT WITH BY THE PUBLIC ASSISTANGE
SERVICE

The legacy left to the new Public Assistance service in 1930
from the g00-years-old Poor Law system grows gradually smaller
with the passing of each piece of new social legislation. The
original duty of the Poor Law to relieve “the old, blind, lame,
impotent and other poor person not able to work” has now been
lessened by the transfer of most of the old to the Assistance Board
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under the scheme for Supplementary Pensions; the blind are
already dealt with by Blind Welfare Committees under the Blind
Persons Acts; and the able-bodied unemployed persons, who,
according to the letter of the Poor Law, should have been ““set 1o
work,’” have mostly been transferred from the ambit of the Poor
Law to the Assistance Board. The present Public Assistance
service is, therefore, a kind of residuary legatee of the social
services, and the cases falling to it form a miscellany rather than
a number of clcar]y defined classes.

. Persons applying for Public Assistance pending Assistance from
Otker Sources.—1It frequently happens that there is a hiatus of some
weeks between an application being presented for Old Age or
Widow's Pension, Unemployment Assistance, National Health
Insurance Benefit or Workmen’s Compensation, and the ad-
mission of the claim. In many such cases the person concerned
has no means to carry on and has no alternative but.to seek
temporary help from the Public Assistance Committee. This i3
often distasteful to the applicant, who has no desire to go to the
Relieving Officer, and it is a source of trouble to the local
authority, who have to investigate the case and grant relief, and
then obtain repayment,

2. Persons applying for Supplementation of Amounts recetved from
Other Sources.—The supplementation of grants from other public
sources forms a considerable item in Jocal Public Assistance
expenditure.

Supplementation of Widows® Pensions.—Until recently the supple-
mentation of widows’ pensions was a considerable item in poor
law expenditure, but the Pensions and Determination of Needs
Act, 1943, provides? that pensionable widows with children in
respect of whom children’s allowances are payable are entitled
to apply for supplementation from the Assistance Board. But
pensionable widows under 60 without children or widows without
pension are still left to the Poor Law when in need of assistance,

Supplementation of Workmen’s Compensation.—Workmen’s Com-
pensation is very difficult; the weekly payments are not related
to the need of the family affected, and frequently fall below the
actual necessities of life, although in cases of death the lump sum
payments make provision for the support of dependants. But

' From Ist September 1943.
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presumably if a system of family allowances were adopted for
those in wage-carning employment, compensation would also be
adjusted accordingly. It is still probable that in some cases
supplementary grants would be needed, and these would have
to be dealt with by a “residual” authority ! similar to the
assistance now provided by the Public Assistance authorities.
Supplementation of National Health Insurance Benefit—Unless
National Health Insurance benefit is related to actual need, some
supplementation will always be necessary, and in the absence
of any other provision these cases have to be dealt with by the
Public Assistance service. The raising of benefit to a level more
consistent with general standards of life would, of course,
eliminate many of the present demands for supplementation.

3. Public Assistance to Unemployed Able-bodied Persons.—Formerly
the relief of unemployed persons and their dcpendants was a
major Public Assistance problem, but with the passing of the
Unemployment Assistance Act in 1934 the bulk of the problcm
was transferred to the Assistance Board. There is, however, still
a residue of cases which fall to the Public Assistance authority,
although a diminishing one because of the widening of the scope
of insurance. Most of these are persons whose record of industrial
employment has been so poor that they have not gained an
insurable status within the wide terms of the Contributory
Pensions Acts, whilst others are individuals who have not gained
an insurable status by reason of their employment being outside
the scope of the Acts, e.g. small traders who fail in business,
hawkers, etc. These cases are forced, therefore, to turn to the
local authorities for assistance in time of need, and they are in
the unfortunate position of being ““unemployed” workers in the
wide sense of the term but unable to participate in the benefits
provided by the State for the unemployed, merely because of a
technicality. Many of them would, when in employment,
contribute through taxation to the funds of .the Assistance Board,
which are provided by the State and are not, like the Unemploy-
ment Insurance Fund, on an actuarial basis. The numbers are
comparatively small and the differentiation so meaningless that
a remedy should be found. The present system means that an
unemployed non-insured person receives assistance from a local

! The phrase * residual authority ™ is used to describe an authority maintaining
. persom left over from all other statutory provisions,
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authority on a different (and frequently lower) scale ! than the
persons dealt with by the Board.

4. Public Assistance Emergency Relisf.—So long as the possibility
of strikes or lockouts on a large scale exists, there must be some
emergency machinery available for preventing destitution amongst
the people affected. The present legal position is that there is
no authority for relief of an able-bodied man who has a job at
reasonable wages and who absents himself therefrom, but Public
Assistance Committees must prevent destitution amongst the
wives and families of the workmen concerned. They may,
however, only grant relief in kind to such an_extent as will
prevent absolute need. If the man himself is so reduced by want
as to be in danger of starving, he too may be granted relief in
kind, but he is liable to be proceeded against under the
Vagrancy Acts. In times of widespread industrial disputes, this
duty to relieve is one of great importance and involves local
authorities in a vast amount of work, and not infrequently
attracts to them a deal of odium both from the workpeople and
the ratepayers. '

Any ultimate reform of Public Assistance must have regard to
this class of relief. Whether the present machinery of the
Assistance Board would be adequate to meet a national emergency
of this character is open to doubt, but there is strong argument in
favour of making the charge a national one. At present, in a
national dispute in the coal trade, for instance, the cost of the
relief falls entirely upon the coal-mining areas—areas which
normally have a higher rate of Public Assistance expenditure
than the non-industrial regions.

5. Public Assistance to the Sick.—Probably the largest single class
of persons now left to the local authorities is the sick poor, and
they may be divided into the following groups:

(a) Persons normally working and falling temporarily sick,
whose income is 50 reduced thereby that they need assistance
until able to resurne work,

! In comparing scales it should be bomc tn mind that there is often a difference
in method : the Assistance Board apply their scale as an autcmatic calculation
subject to a limited discretion above the maximum, but many local authorites
regard their scale as a maximum within which cases should be dealt with. The result
is that some cases are deemed to be adequately dealt with at a point lower than the
maximum, Ouly in exceptional cases is the maximum exceed
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(8) Persons unemployed and normally receiving Insurance
benefit or Unemployment Assistance, falling temporarily sick
and thereby declared for the time being “out of scope” of the
Board’s regulations, and who must, therefore, turn to the Public
Assistance authority until sufficiently recovered to be again
regarded as ““available for employment.”

(¢) Persons permanently incapacitated who have insufficient
income to maintain themselves.

(d) Old age pensioners requiring medical care or special
nourishment and nursing facilities.

The majority of persons in the first two groups, and a smaller
proportion of those in the third, are persons receiving National
Health Insurance benefit which is inadequate for their nceds.
The new standard rate of National Health Insurance beénefit
is 18/- per week for a man, so it is bbvious that a married man,
unless he has other income, cannot manage without help. The
benefit is, of course, quite unrelated to need. The chronic sick
are in an even worse position, because the National Health
Insurance Disablement benefit is even less,

As a matter of public policy it is desirable to facilitate the
return to work and health of persons normally in employment
who are temporarily sick, but the present system means that
such supplementation as is possible under the Public Assistance
system is frequently no more than sufficient to maintain a
subsistence level for a person in goed health, and does not really
suffice in those cases where extra food and nourishment are
needed to speed recovery, The possibility of paying adequate
sick maintenance allowances under the present National Health
Insurance system is a matter for urgent consideration.

Persons transferred during sickness from the Assistance Board
to Public Assistance suffer under an anomaly which now arises
(and will become more acute with the abolition of the family
means test by the Assistance Board) in districts where the Public
Assistance scale of relief is low,! It sometimes occurs that a
person receiving Unemployment Assistance who falls sick receives
less from the local authority than he was receiving from the
Board when in good health.

6. Residual Classes—After all the main classes of the needy have

been absorbed into their various appropriate agencies, there
1 See footnote to para. z.
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remains, and always will to some extent remain, a miscellany
of cases which cannot be drawn into any general classification.
For example, there are:

(a) Widows not entitled to pension.

(5) Feeble-minded personsnot requiring institutional treatment,

(¢) Dependants of imprisoned persons.

(d) Dependants of persons admitted to hospital or mental
institution.

These last three groups must clearly be dealt with by some
local accessible authority invested with a considerable amount
of discretion in the way it may deal with them, i

(¢) Deserted wives and children. Deserted wives have, of
course, a right of action under the Summary Jurisdiction Acts
for maintenance orders against their husbands, but cases
frequently arise where these orders are not obtainable for such
reasons as that the husband’s whereabouts are unknown, or the
wife has committed adultery, or she is the deserting party. Even
if an order is obtained it may not be paid, or if paid may need
supplementing. Deserted children may, of course, be dealt with
by admission to Children’s Homes.

District MEDICAL SERVICE

In addition to providing assistance in cash, or by admission
to an institution, public assistance authorities also are required
to afford medical relief wheére necessary in the form of the services
of a medical practitioner and the supply of the requisite drugs
and appliances. The system varies: in many areas, medical
men are engaged upon a salary or contract basis to attend to the
needs of the poor in a particular district; in other areas arrange-
ments giving free choice of doctor on National Health Insurance
panel lines have been made. Persons in receipt of outdoor relief,
and others Who are without the means of providing themselves
with medical attention, are entitled to the services of the District
Medical Officer, as also are blind pensioners assisted under the
Blind Persons Acts, and supplementary pensioners and their
dependants receiving cash assistance from the Assistance Board,
if not qualified for medical benefit undef the National Health
Insurance Acts.

Originally the only public medical service available to the
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poor—apart from voluntary and charitable dispensaries—the
scope and importance of the Poor Law medical service has been
greatly lessened by the development of the National Health
Insurance medical service and the growth of the public health
movement,
Recovery oF RELIEF

Under the Poor Law it is the duty of a public assistance
authority to rccover from the “father, grandfather, mother,
grandmother, husband or child” of a person relieved, if possessed
of sufficient means, amounts towards the cost of out-relief or
institutional treatment given. The position became very anom-
alous upon the setting up of the Assistance Board, which, whilst
affording assistance to persons upon a basis of need, was not
required to obtain any contributions towards the cost of such
assistance either from the person assisted or his relatives. The
Determination of Needs Act, 1941, made the position of Public
Assistance Authorities more invidious still. The Pensions and
Determination of Needs Act, 1943, however, in addition to
enabling local authorities to deal with household income on the -
same lines as the Assistance Board, also provides that an order
for the maintenance of a person who has attained 16 years may
not be obtained against a member of the same household {except
the husband or wife of the poor person). But it does not affect
the power of an Authority to obtain contributions from relatives
not living with the applicant. In practice, this means that whilst
a relative may escape liability if he resides in the same houschold
as the person receiving outdoor relief, he immediately becomes
liable on leaving it, and vice versa, In some instances the relative
living with the applicant may be financially better placed than
the one who lives elsewhere. Yet the former has been practically
relieved of his liability, while the latter’s liability continues.
Further, an Authority may grant assistance either by way of
outdoor relief or by admission to an institution. *If, in any
particular case, the Authority deems institutional treatment to
be suitable, then all the appropriate relatives, whether they
have been living in the applicant’s household or not, immediately
become liable to contribute towards the cost of maintenance
according to their abifity to do so. '

The Minister of Health has expressed the view ! that, in the

! Circular 2833.
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exercise of their discretion, local authorities could avoid obvious
inequity as between one relative and another, but it is still left
to local authorities to apply the law. One large Public Assistance
Authority—anticipating future legislation perhaps-—has already
passed a resolution to the effect that claims for maintenance
{apart from any claim against the person assisted) be made only
against husbands and wives and against parents in respect of
children under 16.

Clearly, the law covering the liability of persons to contribute
towards the maintenance of their indigent relatives badly needs
tidying up.

.

INDoor oRrR INsTTTUTIONAL RELIEF

It is the duty of the Public Assistance authority to provide
accommodation in institutions for cases considered to require
relief in that form, but to comprehend the existing system it is
necessary to understand its origin, Following the report of the
Royal Commission of 1834, a systematic building of “work-
houses” was undertaken, designed primarily—and this should -
be borne in mind in considering the present position—for the
“setting to work” of unemployed able-bodied persons, but
having attached to these institutions primitive sick wards or
infirmaries. The atmosphere of the original workhouse was
designedly repressive or deterrent, and the system was unsuccessful
in dealing with the problem of the able-bodied poor at that time.
During the latter period of the administration of the Poor Law
by Boards of Guardians, some of the larger and more progressive
Boards greatly improved both the buildings and administration
of their institutions and developed the sick wards to such an
cxtent that they became, or formed the nucleus of, most of the
present-day municipal or county hospitals. Tradition, however,
dies hard, particularly when associated with a deterrent system,
and the so-called “stigma” clung to these hospitals. Partly for
this reason, upon the transfer of the Poor Law functions to the
Councils, provision was made for the transfer of the former Poor
Law hospitals to the Public Health and Hospitals Departments
and for their separation both from the administrative provisions
of the Poor Law Act and from the actual administration of the
parts of the institution which continued to deal w1th persons
accommodated for reasons other than sickness,
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The bospital aspect of the administration should be regarded
more as a matter of public health than as “assistance,” and the
problem with which Public Assistance authorities have to deal
is really one of providing accommodation for aged and infirm
persons who become unable to maintain themselves in homes of
their own, and able-bodied persons who from various causes—
improvidence, misfortune, crime, etc.—lose temporarily or per-
manently the means to maintain a housechold, and the children
of these persons and others who may have been deserted or
are orphans.

Present tendencies are for the ratio of aged and infirm persons
to increase compared with the so-called “able-bodied™ group,
but the line between the two classes is often difficult to define, as
also is the line between the aged and infirm class and the chronic
sick in hospital wards. Between the two latter classes there is, in
fact, much coming and going between the institutions and the
hospitals.

The principal officers of an institution are the Master and
Matron, whose duties are prescribed by Order and include the
government and control, subject to the Management Committee,
of the institution and the staff, the admission and discharge of
inmates, and generally the domestic or housckeeping part of the
administration, There must also be a Medical Officer, who,
according to the needs of the institution, may be part time or
whole time and either resident or non-resident, and (where
there are more than roo sick-beds) also a Superintendent Nurse,
who is sometimes confused with the Matron where the latter is
a lay administrative officer. The customary method for persons
to be admitted is by application to a Relieving Officer, who,
upon being satisfied of the destitution of the applicant, issues an
order addressed to the Master to admit the case. The Master
has, however, powers to admit in case of emergency without a
Relieving Officer’s order. An inmate may take his discharge
from the institution upon<®giving due notice, and a patient in
the hospital wards may, of course, be discharged therefrom by
the Medical Officer, but if he is destitute this may mean merely
that he is transferred to the ‘“house’’ or non-sick portion of the
institution.

The principal criticisms of Poor Law institutions arise from
two main factors. First, buildings designed in accordance with
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the constructional ideas and to meet the requirements of another
age are still in constant use—modernised to a limited extent, but
incapable of conversion into really suitable buildings from
present-day standards. Second, the unhomelike conditions which
inevitably prevail in institutions dealing with large numbers of
persons. A glimpse of the dining hall or a dormitory of one of
the larger Poor Law institutions—spick and span, efficiently
organised and ordered though they be—reveals the atmosphere
which results from massing together large numbers of unfortunate
people of all types.

The history of the Poor Law system has left its mark upon the
instititional relief side of the administration as it has done on
outdoor relief. The Commissioners set up in 1834, and their
- successors, the Local Government Board, found it necessary for
" the development of the institutional service to issue a host of

orders and regulations to be observed by Guardians in their
administration, dealing with the most minute details of institution
management, and the pith of these regulations still exists in parts
of the Public Assistance Order, 1930. The result is, therefore,
that even today County and County Borough Councils, which
are deemed fit to manage and control, practically without
restriction, institutions and hospitals provided under other Acts,
are still, according to the letter of the law, bound in managing
Poor Law institutions by the rigid regulations yet remaining
in force, v
Some considerable devclopments have taken place since 1930
in the care of children in institutions. According to the Poor
Law regulations, children, except tiny infants and sick children,
were not to be retained in workhouses, and separate Homes,
either grouped together or scattered in various parts of the
district, were provided by the Guardians, and it must be
acknowledged that in many instances these Children’s Homes
reached a very high standard and performed a very valuable
social service, However, upon the transfer to the Councils, some
authorities, following perhaps the suggestions of the Minority
Report of the Royal Commission of 1908, placed the administra-
tion of their Homes under the Education Committee, although,
as the law had not been altered, the administration was technically
subject to the general control of the Public Assistance Committee
and the expenditure formed part of the expenditure of the latter
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committee. In practice this has tended to remove whatever
prejudice still remains against the Poor Law Homes, and has
resulted—in at least one instance—in the development of the
Homes not only as a purely residential institution, but as a
nursery school and training centre.

" Education Committees have more recently become the local
authorities for the purposes of the Children Act, and children are
committed to their care by the Magistrates for various reasons, .
e.g. neglect by the parents, etc. Whilst—quite rightly—objection
has been taken to the use of the Poor Law Homes as Remand
Homes for children with criminal tendencies, they can be, and
are being, utilised for other children committed permanently to
the care of the Education Committees—an example of co-
ordination in administration which is all too rare.

In addition to the institutions and Children’s Homes already
dealt with, Public Assistance authorities may also send poor
persons to Convalescent Homes and special institutions of various
types (Epileptic Colonies and the like). The institutions are
mostly non-Poor Law institutions, and the patients are simply
maintained there at the expense of the particular Public
Assistance authority,

The field of outdoor, or home, assistance, impinges upon the
field of institutional or indoor relief at many points; the admission
of a father of a family to an institution for treatment creates
questions as to the maintenance of his family; the admission
of a wife raises difficultics in the care of her husband and children.
There is a small class of cases in which the whole family is
accustomed to go periodically into an institution for maintenance,
Under existing law, in the latter case, the husband or wife may
not be discharged from the institution without the rest of the
family, and this frequently raises the problem of granting outdoor
relief immediately on discharge without the persons concerned
having obtained proper accommodation outside the institution.
There must necessarily be considerable liaison between the
institutional authority and the authority charged with granting
relief outside. )

"This aspect of assistance also raises the very difficult question of
vagrancy—one of the most intractable social problems. Deter-
rence has been tried and found wanting; tendencies at present
are towards more humane and sympathetic treatment, but it

-
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remains to be seen whether this will solve the problem. No doubt
a general raising of educational standards, coupled with an im-
proved system of social security, will ultimately help in stamp-
ing out the problem of the itinerant vagrant. Butin many cases
at present the mere grant of monetary allowances is no cure.

Miscerraneous FuNcTioNns :
In cons:denng any final break-up of the Poor Law system,
there are two minor functions which must be dealt with.

(a) Persons of Unsound Mind.~-It is one of the tragedies of social
policy of the past that the removal of persons of unsound mind to
institutions has been associated with the old Poor Law, with the
result that the idea of shame in connection with mental breakdown
has been fostered, bampering the remedial side of mental treat-
ment. It is still the duty of the Relieving Officer (and the
Police!} to obtain the certification and removal of any person
requiring mental treatment in an institution, except that in
certain circumstances under the Mental Treatment Act, 1930,
the patient may be admitted under other arrangements. There
are practical difficulties to overcome, as there must always be
available a local officer for this purpose and the number of cases
does not in most areas justify the appointment of an official solely
for this work. Perhaps an officer attached to a local hospital
would be the most appropriate person to whom these duties
might be transferred.

() Burials.—1It is also the duty of the local authority under
the Poor Law Acts to bury the body of any person requiring
burial in the area, where there is no other means of so doing.
This duty might reasonably be attached to the local Registrar
of Cemeteries, or the Medical Officer of Health’s Department.

Although the oldest of our public social- services—perhaps,
indeed, because of it—the Poor Law system is the least popular.
The so-called ““stigma’ arising from historical origins and harsh
administration of past decades still lingers in the minds of some
sections of the public, but the feeling is more prevalent amongst
people who have never come into actual contact with present
Public Assistance administration than amongst its clientele. In
fact, it would be readily admitted by many people who have had
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recourse to the service in recent years that they have discovered
in many instances enlightened, human and constructive admini-
stration, and a high sense of social responsibility, among Public
Assistance and Relieving Officers. This change in the attitude
of the Public Assistance administration is reflected in the wide-
spread change of name to ‘“Social Welfare” made by local
authorities in recent months. At the same time, the local
Councils would be the first to admit that the constant shrinkage
of Poor Law functions, and particularly their replacement by
services founded on a more popular basis, makes it increasingly
difficult to justify some of the more archaic parts of the Public
" Assistance system, or to resist the constant political pressure to
abolish the Poor Law altogether. The best of administrators lose
heart if they are constantly faced with difficulties arising from
anachronisms in their service. Any consideration, therefore, of
the reconstruction of the social services must, in dealing with the
Poor Law, take into account not only the anomalies and over-
lapping which at present form such a feature of the administrative
landscape, but also the attitude of the public generally both to
the scope of the Poor Law and to the principles upon which it
is based,



Chapter 1I

WORKMEN’S COMPENSATION
By ROSALIND CHAMBERS

INTRODUCTION

A worxkMaN ! who meets with an accident arising out of his
employment may be able to obtain some kind of compensation
by one of three methods. He may, in certain circumstances to
be more fully considered later, bring an action for damages
caused by the negligence of his employers; or he may bring
an action under the Employers’ Liability Act of 1880; or (and
this is by far the most generally used method) he may make
a claim under the Workmen’s Compensation Acts, 1g9o6-25.
This chapter is really concerned with the last of these three
methods, but as they are to some extent bound up with each
other, it will be necessary as an introduction to deal briefly with
the other two.
Action AT CommoN Law

Until 1880 the injured workman could only obtain com-
pensation by bringing—and winning—a common law action
against his employers. To be successful in this he had to prove
personal negligence * on the part of the employer; if the accident
were due to the negligence of a fellow-servant, he would generally
find his claim barred by the doctrine of *“common employment,” 3
This doctrine, the result of various legal decisions in the first
lialf of the nineteenth century, is still good law, though its effect
has been modified in recent years by certain decisions which
have narrowed the scope of common employment.? As industry
increased in scope and complexity it was clearly more and more

* In this chapter “ workman ** refers to workers of either sex. -

t ** Negligence,” i.e. the failure to observe proper precautions in the conduct of
his business either personally or by not taking carc to engage reasonably competent
workmen or to provide efficient machinery and keep it in proper repair.

¥ ¥ Common employment ”” : where several servants are working for the same
employer in the same undertaking they are said to be in common employment and
to have undertaken as part of their bargain with the employer to run the risks which
may arise from the carelessness of their fellow-servants,

\ Melcalfe v, London Passenger Tronsport Board, 55 T.L.R. 700. Radcliffe v. Ribble

Motor Services Lid., [1939] A.C. 215.
83
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likely that where an accident in, for example, a large factory
involved negligence at all, it would be due to the carelessness or
wrongdoing of a workman rather than the personal negligence
of the employer, This defence cannot be pleaded where the
accident is due to’a breach of a statutory duty. When an Act
of Parliament requires that certain precautions shall be taken
or certain conditions observed, for example in workplaces
governed by the Factories Act or the Mines Acts, the employer
is absolutely responsible for seeing that such requirements are
fulfilled ; and if they are not, and an accident results, an action
can be brought by the injured workman for negligence against
the employer, even though the latter may have delegated the
duty of carrying out statutory requirements to a fellow-servant
of the injured workman.

Another defence that may be set up when a common law
action is brought in cases of accident is that known as “volenti
non fit injuria,” which in effect means that the injured workman
is said to have known of the risks of his employment and to have
accepted them. This defence again cannot be pleaded when a
breach of a statutory duty is involved, but a third defence is
available. This is “contributory negligence,” and renders an
mjured workman’s action ineffective if the evidence shows that
he was partially responsible for the accident that caused his
injury, in so far that without his negligence the accident would

not have happened.

* Tt will be seen, therefore, that it is not very easy for an injured
workman to succeed in an action at common law, and when
such an action was his only remedy the vast majority of industrial
accidents were entirely uncompensated. If the workman was
killed outright or died as the result of an accident caused by the
negligence of his employer, all right of action died with him,
and though his family might be ruined by his death, they had
no claim to any compensation. This was to some extent remedied
by the Fatal Accidents Act of 1846 (Lord Campbell’s Act), a
statute ‘‘extremely characteristic of English legislation . . .
instead of abolishing the barbarous rule which was the root of
the mischief complained of, it created a new and anomalous
kind of right and remedy, by way of exception.”

Entitled an “Act for compensating the families of Persons

1 Pollock cn Torts, 14th ed., p. 56.



WORKMEN'S COMPENSATION 65

killed by Accidents,” it confers a right of action on the personal
representatives of a person whose death has been caused by the
wrongful act of another, in all cases where such a right would
have existed if death had not occurred. Any action under the
Act must be brought within twelve months of the accident and
must be for the benefit of the wife, hushand, parent or child’
of the deceased person,! and the claimants must have suffered
some appreciable pecuniary loss by his death. It should be noted
that if a common law action is successful, the injured workman
may, and probably will, get much more generous compensation
than if he makes a claim under the Workmen’s Compensation or
Employers’ Liability Acts; there is no statutory limit on damages
and they are assessed by the Court. For this reason, where there
is an element of doubt in an accident case, insurance companies
and other organisations will sometimes hurry through the pay-
ment of compensation under the Workmen’s Compensation Act
with unusual promptitude, for, once an injured person has
accepted and received one form of compensation, he is debarred
from applying for another. Should he be unsuccessful in an
action for damages he may, however, ask the Judge to assess
his claim for the purpose of claiming Workmen’s Compensation.
He must decide there and then whether he will take this course
or whether he will risk an appeal to a Higher Court on his
original action. To require workmen to make so momentous
a decision without time for consultation and advice is a most
unsatisfactory feature of the Compensation scheme.

EMPLOYERS' LIABILITY

The Employers’ Liability Act, which must be briefly considered
next, was passed in 1880. It rendered the defence of common
employment no longer available in certain kinds of action—
namely, where an accident was caused :

(1) By some defect in the ways, works, machinery or plant
connected with or used in the employer’s business,

(2) By negligence of a fellow-servant exercising the duties of
a superintendent.

! * parent ** includes father and mother and grandparents, stepfather and step-
mother ; ** child ™ includes son and daughter, grandchildren and stepchildren.
lllezitimate children are included by the Law Reform Misc. Provisions Act, 1934.

The defences of common employment, contributory negligence, and acceptance
of the risk are open to the employer, as in othet common law actions.

E
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(3) By a workman’s obedience to orders or directions issued
negligently by a fellow-servant whom he was bound to obcy.

{(4) By the act or omission of a fellow-servant i in obedience to
rules or instructions. _

(5) By the negligence of a fellow-servant who had control or
charge of any signal, points, locomotive engine or train upon a
railway,

This Act “appears in the light of later developments to be
a tentative and imperfect piece of legislation,”! and it is very
little used today, especially since the legal decisions in the higher
Courts which have modified the doctrine of common employment,
thus rendering an action at common law less difficult. The
Employers’ Liability Act applies to all manual workers, including
agricultural workers, but not to domestic servants. An action
for damages under thc Act must be begun within six months of
the accident, and damages recoverable are limited to a lump
surn equal to three years’ earnings. As a result of a legal decision
in 1882 ? it was declared legal for a workman “to contract out
of the Act,” a decision very much resented by the workmen.
These limitations, together with the fact that the defences of
contributory negligence and “volenti non fit injuria” were still
open to the employer, made the Act from the beginning doubtfully
useful, and, after the Workmen’s Compensation Acts were passed,
fewer and fewer claims were made under it, and it is unneccessary
to discuss it in further detail.

A New PrmvorrLe InTRODUGCED

In 1897 an entirely new principle was introduced into the
scheme of compensation for industrial accidents. No longer is
the employer’s negligence a necessary condition for the award
of damages; the workman was given an absolute right to com-
pensation for “‘personal injury by accident arising out of and
in the course of his employment.” Even the workman’s own
negligence does not necessarily render him ineligible for com-
pensation. Where the workman has been guilty of serious and
wilful misconduct and mects with an accident, he is disqualified
from recovering compensation, unless death or serious and
permanent disablement results,

v Workmer's Compensation, Wilson and Levy, vol. i. p. 37.
Y Griffiths v. Earl of Dadley, (1882) 9 Q.B. 357.
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The first Act applied only to workmen employed in or about
railways, in factories, mines, engineering works, guarries or on
buildings over thirty feet high. In 106 it was extended to
cover the vast majority of workmen employed under a contract
of service. In 1923, following a Report of the Holman Gregory
Committee, another Act was passed, and the legislation was
consolidated in 1925. This last Act is the basis of the present
system. Certain minor Acts have followed it, but the only ones
which call for remark are the Nicholson Act of 1934, which
introduced the principle of compulsory insurance in a very
limited degree, and the war-time Act of 1940, which raised the
weekly payments and extended the award of children’s allowances.

Workmen’s Compensation differs from the other social security
schemes in that there is no State-administering authority and
very little State control. In this Great Britain differs from most
other countries which have schemes of Workmen’s Compensation.
In this country there is an obligation on employers to pay
compensation to workmen injured at work, but the way in which
they meet their obligations is their own concern. There is no
compulsory insurance except in the mining industry, although
the majority of the employers are probably covered by insurance,
either through ordinary commercial insurance companies or by
mutual indemnity associations of employers. When a claim for
compensation is disputed by the employer or his insurance
company, it is heard first by the County Court Judge, and if an
appeal is lodged by either side the case is taken to the higher
Courts. An enormous amountof litigation on this subject takes
place every year, and a great deal of money is spent on legal,
medical and administrative expenses. The Holman Gregory
Committee reported in 1920 that “during the last five or six
years the employers had to pay 100 in premium for every £48
paid out in benefits to the injured workmen.” In 1936, 63-66Y%,
of the income from premiums was expended in payments of
compensation or damages, while 33-31% went into payment
for commission and expenses of management. It should be
noted that the 63-669, included legal and medical expenses,
which were a large amount, so that the injured workmen’s
compensation did not represent anything like this proportion of
the income from premiums. In countries where there is a greater
measure of State control and administration the ratio of expenses

-
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is very much lower, and the volume of litigation much smaller,
and it is suggested that the independence of the system is one
of the chief defects in the British scheme of Workmen’s Com-
pensation. .
Score oF WORKMEN’s COMPENSATION

To turn now to the scope and operation of the scheme. The
principal Act applics to all persons working under a contract
of service or apprenticeship, including clerical workers and
persons engaged in plying for hire with any vehicle or vessel,
who are remuncrated by a fixed sum or by a share in the earnings.
There are no age limits as in the case of Unemployment and
National Health Insurance; a centenarian or a child of five,
if working under a contract of service, would not be disqualified
from receiving compensation merely by reason of age or youth.
The exceptions under the Act are casual workers, employed
otherwise than for the purpose of the employer’s trade or
business ; members of the Police Force; outworkers; or members
of the employer’s family dwelling in his house. ’

The 1925 Act did not apply to non-manual workers earning
more than £350 per annum, but by an Act which came into
force on 1st January 1942 this limit was raised to 420, thus
bringing Workmen’s Compensation into line with Unemployment
and National Health Insurance in this respect.

As already stated, the Employers’ Liability Act allowed
employers and workmen to contract out of the scheme, and this
practice was also allowed, subject to certain safeguards, by the
Workmen’s Compensation Act of 18g7. Under the present Act,
however, the employer can only avoid liability if he satisfies the

- Registrar of Friendly Societies that he has a scheme of com-
pensation in operation which provides scales of benefit to the
workman not less favourable than those to which they would
be entitled under the Act, and also that a majority (to be
ascertained by ballot) of the workers are in favourof such a scheme.

PersoNAL INjury BY ACCIDENT -

Compensation is awarded to workers covered by the Act for_
‘“personal injury by accident arising out of and in the course
of employment.” The intention of Parliament as here expressed
seems to the layman fairly clear; yet the interpretation of these
apparently simple words has produced volumes of Court cases
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and, as Sir Henry Slesser points out, has proved one of the most
fruitful sources of revenue to young barristers. It has also resulted
in a considerable amount of hardship and injustice to the injured
worker, whose economic and edicational disabilities may put
him at a grave disadvantage when he is confronted with all the
legal resources available to a large insurance company or
employers’ association, unless he is protected by a trade union
or has other legal aid.

The term “accident” has been defined as ““any unexpected
injury resulting to the workman in the course of his employment
from any unlooked-for mishap or occurrence,”! and certain
cases of blood-poisoning and other bactenologmal infection have
been held to come within the definition, where it could be shown
that the workman’s employment brought him into contact with
such bacteria. Again, where a workman is already suffering
from a diseasc—e.g. heart disease—and subsequently dies or is
disabled thereby, if it can be shown that the work he was doing
was sufficient, having regard to his condition, to cause death or
disablement he may claim compensation as the victim of an
accident. It is not necessary to prove that any abnormal exertion
or strain was present, but merely that the work upon which the
worker was engaged caused the accident.? Further, an assault
by a fellow-worker or a stranger, or death or injury from lightning
or other natural agencies, may be termed “accidents” entitling
their victims to compensation if they arose out of employment.

““ARISING OUT OF AND IN THE COURSE OF EMPLOYMENT”’

The words “arising out of and in the course of employment”
have given rise to a vast volume of litigation. To arise out of
the employment, the accident must be sustained while the injured
person is engaged in doing something which it was his duty as
part of his employment to do; and to be in the course of his
employment it must take place during the time he is engaged
in his employment. A domestic servant who lives on the master’s
premises will be said to be continuously engaged in his employer’s
service. Any accident occurring to him would arise in the
course of employment (unless it took place during his free time,
when he was engaged on his own business or pleasure), but it

1 Fenton v. Thorley, [1903] A.C. 765.
? McFurlane v. Hution, [1926] 20 B, 222,
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would not necessarily arise out of it. If during the spare moments
of the working day he occupies himself with his own concerns
and not with something incidental to his employment, and an
accident takes place, it will not arise “out of” the employment,
and the workman will not be entitled to compensation.?

It is also possible that an accident will entitle its victim to
compensation even though it takes place after he has finished his
day’s work and is on his way home, or before he has reached
his place of employment and is on his way thither, Compensation
will only be payable in such cases if the workman was required
by the terms of his employment to be in the place where the
accident happened—e.g. if he was coming to his work or leaving
it by a train or bus provided by his employer which was the
normal method of travelling. The worker who mounts his
bicycle to ride home and is knocked down and injured by a
motor-lorry just outside the factory gates will not be entitled to
compensation, because his employer did not require him to
travel home in this manner, nor to incur this particular risk,
although it is perfectly true that but for his work he would not
have been injured. It is not surprising that workmen become
confused when they are confronted with these distinctions, and
it is fairly certain that a good many perfectly legitimate claims
are not pressed, because the claimants are without proper
legal advice and are discouraged by a refusal of the employer’s
insurance company in the first place. Another reason for dis-
qualification from compensation is where the workman is injured
while doing something which, though it was for his employer’s
purposes, was entirely outside the scope of his (the workman’s)
proper work. He may also fail to recover compensation if it is
held that the accident took place as a result of his running an

“unnecessary risk, or “adding a peril” to his employment.

INnpustriaL DISEASES

Compensation may be claimed by a workman in the same
way as for accident if he is suffering from certain industrial
diseases, provided it can be shown that the disease was attributable
to his work, In Schedule III to the 1925 Act a list of these
diseases is given, together with a list of the occupations which
might cause them. The list of occupational diseases included in

L Gilbert v. Coles, [1931] 24 B. 4B1.
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this schedule is not exhaustive. The Secretary of State has power
to make orders extending the provision for compensation to
other diseases and other processes, and has in fact made a large
number of orders of this kind. A sufferer from any of the
scheduled diseases, if he is employed in the particular occupation
scheduled against it, will be assumed, in the absence of evidence
to the contrary, to have contracted the disease as a result of his
employment and will be entitled to compensation as for an
accident. These diseases include various kinds of poisoning
which may result from working with certain noxious substances,
and also such widely different afflictions as anthrax and writer’s
cramp. In most cases the workman who claims compensation.
for an industrial disease must obtain a certificate from the
certifying surgeon for the district (whose name and address
should appear posted up in the factory or workplace) and then
make a claim. An appeal from the certifying surgeon’s decision
lies to a Medical Referee. Provision is made for the compensation
to be shared among more than one employer where it can be
shown that the disease was of gradual onset and partly contracted
when the workman was in the service of a previous employer
or employers. It should also, perhaps, be pointed out that
“non-scheduled” diseases may also be compensatable, if the
workman suffering from such a disease can show satisfactorily
that the incapacity resulting from it is due to an accident arising
out of and in the course of his employment. The occupation
need not be the actual cause of the disease; it is only necessary
to show that the incapacitating effects were brought about by
some incident connected with the employment. For example,
where a workman had suffered from heart disease for some time
and while at work died as a result of a heart attack, it was held
that there was a sufficient connection between the employment
and the fatal illness to constitute an accident and entitle the
dependants. to compensation.

Metsop or Crammic COMPENSATION

In the great majority of cases, the accident is a straightforward -
one, and clearly arose out of and in the course of employment.
Before compensation can be obtained, notice of the accident
must be given as soon as practicable after its occurrence, and
before the workman has voluntarily left the employment, and
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may be given either verbally or in writing to the  employer
himself or to a supervisor or foreman under whom the workman
is employed. Failure to give notice in this way may debar the
workman from taking proceedings to enforce his claim for com-
pensation. It is submitted that thus to put the entire responsi-
bility of giving notice of the accident upon the workman may
result in injustice, particularly in small establishments, where
the workman may easily be quite ignorant of the requirements
of the Act. Such cases have come to the notice of the writer on
several occasions; the injured persons have been young girls
employed, usually not in factories, but in shops or hotels, They
had no one to advise them and had never heard of the Workmen’s
Compensation Act; all they knew was that they were injured,
their wages had ceased and no National Health benefit was
forthcoming. But for the lucky chance that someone with
knowledge of the Act came across them, they would have given
no notice of the accident and made no claim for compensation,
and presumably none would have been forthcoming. In premises
coming under the Factories Act, the law requires that an accident
book be kept, in which particulars of industrial accidents must
be entered. If this entry is made as soon as practicable after the
accident takes place, it will be sufficient notice of the accident
for the purpose of obtaining Workmen’s Compensation.

After giving notice, a claim must be made by the injured
workman or his dependants This claim must be made within
six months of the accident, or, tn the case of death, dependants
must claim within six months of the date of death. Failure to
make such a claim, unless it is found by the arbitrator to be dye
to a reasonable cause, may debar the claimant from recovering
compensation. Here again the law is hard upon the workman
who has no one to advise him or her. Where the workman is
a member of a good trade union his interests will be safeguarded
by the union and no difficulty is likely to arise. But, according
to Wilson and Levy, the proportion of trade union members is
only about one-third of all insured workers, and as far as
women are concerned, the number is much lower. Welfare
workers and industrial nurses have several times asked the
writer how they are to advise injured persons—generally women
or girls — who know nothing of Workmen’s Compensation
and do not belong to a trade union. The customary reply
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is, of course, “Urge them to join a trade union,” but this is not
always immediately practicable. The fact remains that the lack
of an administering authority and the placing of all responsibility
for giving notice of an accident and making a claim on the
worker and not at all upon the employer sometimes results
in great hardship.

Basis axD AMouNT OF COMPENSATION

If the prescribed procedure is satisfactorily followed, however,
and the case is a straightforward one, compensation will be duly
paid, and the basis and amount of this must now be considered.
First, it should be made clear that the compensation takes the
form of cash payments only. No provision whatever is made for
medical treatment, surgical appliances or the rehabilitation of
the injured workman. The scheme merely gives monetary
compensation for loss of earning capacity, it is not concerned with
the earner’s pain and suffering, with his restoration to health,
nor with his reinstatement in the community as a physically fit
‘and useful citizen. In this, the British system’lags far behind
the practice of many other countries, including some.of the
Dominions.

In France, Germany, Estonia, Russia, and certain provinces
of Canada and some States of the U.S.A., provision, varying in
extent, is made for the vocational rchabilitation of the injured
workman; in these countries, and also in Belgium, Holland
(before the German occupation at all events), Switzerland and
Japan, medical and hospital treatment, including in most cases
the provision of surgical appliances, is given. The ratio between
compensation and wages is also higher in nearly all these countries
than in Great Britain, as it is usually at least 66§%, of the weekly
carnings instead of 50%,. It is clear, therefore, that there is small
ground for complacency on the part of this country, “Workmen's
Compensation in England, even if viewed solely from the angle
of weekly benefits, does not bear comparison with the corre-
sponding legislation abroad . . . the lack of adequate statutory
medical benefits and the absence of systematic provision for
modern methods of medical and social rehabilitation reduce the
actual compensation to a scale far below the international
standard.” 1 . o

! Wilson and Levy, Workmen's Compensation, vol, ii. pp. 107-8.
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CoMPENSATION WHEN DEATH RESULTS FROM THE ACCIDENT

Compensation is payable in case of death by a lump sum and
children’s allowances; in case of permanent or temporary -
incapacity by weekly cash payments, which may, in certain
circumstances to be considered later, be redeemed by a lump
sum. The weekly cash payments vary according to whether the
incapacity is total or partial.

Where a workman is killed by an industrial accident, and
leaves no dependants, the compensation is limited to the payment
of £15 to cover funeral expenses,

Where adult dependants are left they are entitled to a Jump
sum representing three years’ earnings by the workman or £200,
whichever is the larger, with a maximum of £300; if, besides
adult dependants, the workman has children under 15 dependent
upon him, an allowance will be payable in respect of each child;
calculated as follows: 15% of the workman’s average weekly
earnings, multiplied by the number of weeks between the date
of death and the child’s 15th birthday. Where the workman’s
wages were less than £1 a week, £1 will be taken as the figure;
and where they were more than £2 a week, the latter figure will
be substituted. The total compensation payable to dependants
must not exceed £600.

Cases or ToTaL or ParrtiaL INcapacrTY

When the workman is disabled as the result of an accident but
not killed, the compensation to which he is entitled depends upon
whether he is totally or partially disabled and also upon the
amount of his wages before the accident tock place. Unless the
accident disables the workman for four weeks or more he will not
be entitled to any compensation for the first three days of in-
capacity.

In case of total incapacity, if the workman’s weekly wages were
50{- a week or over, he is entitled during incapacity (unless he
agrees to 4 lump sum in commutation) to a weekly payment
equal to half his average weekly earnings up to a maximum of
not more than 30/-. This is increased by two temporary Acts:
the Supplementary Allowances Act, 1940, and the Temporary
Increases Act, 1g43,! so that the maximum is now 35/- for the
first thirtcen wecks of incapacity and 4o/- for succeeding wecks.

! These Acts apply to all accidents which took place after 1st January 1924.
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Where the average earnings were less than 50/- the workmen’s
compensation amounts to a weekly payment equal to half his
pre-accident earnings, plus an additional sum equal to one-half
of the difference between the weekly payments and cither the
sum of 25/- or the average weekly payments, whichever is the
less. This complicated formula may be illustrated by an example.
Suppose an injured workman were earning on an average 38/-
a week. He would be entitled to compensation amounting to
half his earnings, i.e. 1g/- plus 3/- (half the difference between
19/- and 25/-} or 22/- in all; and this amount is augmented
under the 1940 and 1943 Acts by a further 5/- or 10/- a week,
according to the duration of incapacity.

In the case of partial incapacity, i.e. where the workman is
still able to earn something, though less than before the accident,
he is entitled, if his pre-accident earnings were 50/- a week or
more, to compensation amounting to one-half of the difference
between his earnings before and after the accident. Under the
principal Act the amount is limited to 3o/, but under the 1g40
and 1943 Acts an additional allowance is given based on the
proportion which the weekly payment he is receiving bears to
the maximum weckly payment in his case. If the workman’s
_ pre-accident earnings were less than 5o/- a week, his compensa-
tion will bear the same proportion to the difference between his
pre-accident and actual or possible post-accident earnings as
the weekly payment for total disablement bore or would have
borne to the pre-accident earnings. A supplementary allowance
is given under the two later Acts, based on the same principles
as in the case of workers earning more than 5o0/-.

The 1940 and 1943 Acts make further provision for a male
workman who is incapacitated by accident and who has a wife
and children dependent on him ; he is awarded an allowance for
his wife of 5/- a week for the first thirteen weeks and 10/- for
succeeding weeks and an allowance of 5/- for each child under
the age of 15, or 16 if receiving full-time instruction in a school.
~ But the additional allowances, both as regards children and as
regards the workman himself, are limited by the fact that the
total compensation payable, including the 1940 and 1943 addi-
tions, must not be more than seven-eighths of the average weekly
earnings of the workman at the time of the accident.

The 1943 Act also raises the lump sum compensation for the
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dependants of a deceased workman from a maximum of £300
to £400, and from £200 to £300, and substitutes £ 700 for £600
as the maximum amount payable in lump sum and children’s
allowances together.

It should also be noted that a workman who is incapacitated
by an accident when he is under 21 years of age and before he
has reached his full earning capacity may, after six months have
passed since the accident, apply for an increase in the weekly
payments proportional to what he would probably have been
earning if it had not been for the accident. If he makes his claim
before or within six months of becoming 21, and if it is considered
reasonable, the weekly payment will be increased.

ParTiaL Incapacrry SoMETIMES TREATED as ToTaL
IncarpacrITY

In certain circumstances it is possible that, although a workman
is only partially incapacitated, he may be awarded ceompensation
as though he were totally incapacitated; this is the case if an
injured workman can satisfy the County Court Judge {(a} that,
having regard to all the circumstances, it is probable that he
would, but for the continuing effects of the injury, be able to
obtain work in the same grade in the same class of employment
as before the accident; or () that his failure to obtain employ-
ment is a consequence wholly or mainly of the injury. Section
9 (1) 4 of the Act of 1931 states that the workman must satisfy
the Judge that he has taken all reasonable steps to obtain
employment, and he must not be in receipt of Unemployment
benefit. This provision was intended to help the workman who
had partially recovered, but has never been at all satisfactory,
It is very difficult to satisfy the Courts that the workman’s failure
to obtain work is due ‘“‘mainly to the effects of the injury” and
not to the state of the labour market, or that he has taken all
reasonable steps to obtain employment.

The position has been to some extent improved by the House
of Lords decision in fngham v. Barstows {1938), where it was ruled
that the responsibility rested with the employer to show that the
workman had not taken “all reasonable steps” to obtain employ-
ment. But the workman may still have to register at the
Employment Exchange and explore all sorts of avenues which
might lead to work, keeping a record of his efforts, though he’
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knows, and the Exchange officials probably know and the friends
whom he has approached know, that there is no work available
which he could undertake,

~

INaDEQUACY OF PRESENT AMOUNT OF COMPENSATION

It is clear that even with the increased allowances made by
the Acts the amount of compensation is quite inadequate—
especially for the skilled workman who has been earning perhaps
£8 or more a week. A maximum of 35/- a week personal
allowance, even with the addition of children’s allowances, is
an absurd sum for such a man, especially when it is remembered
that the compensation includes no provision at all for medical
or surgical treatment, nor for rchabilitation in working life. It
should also be noted that the allowance is based on the ‘“average
weekly earnings” of the injured workman, not on his wage
level; therefore weeks of unemployment or short time or holiday
periods will count against him and bring down the amount of
his compensation, so that he may receive considerably less than
he justifiably thinks he is entitled to—having been told that he
will get 509%, of his weekly earnings.

RECORDING OF AGREEMENTS

The majority of claims for compensation are settled by agree-
ment- between the workman or his representatives and the
employer—either the employer personally or his insurance
company or mutval indemnity association. The Act provides
that when a claim is settled by agreement the terms of this shall
be sent to the Registrar of the County Court for tecord; where
the agreement is for a lump sum, whether this is instead of weekly
payments or in commutation of them, it will not be legally
enforceable unless it is recorded. The prgtection to the workman’s
interests thus given is more apparent than real. A very large
number of agreements are unrecorded because the workmen do
not know about the provisions for recording, and the employers—
or more usually the insurance companies—will take the risk of
an unrecorded agreement. . It is apparently possible for an
employer to pay compensation for some time under an unrecorded
agreement, and then dispute any lability, denying both the
accident and the employment;1 it is therefore prudent for the

3 Batt, Law of Master and Servant, 31d ed., p. 444.
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workman to insist on the agreement being recorded. If he has
a good trade union behind him, they will probably look after his
interests in this respect, but, as already stated, far too few
workmen are protected in this way.

“Lump SuMm” AGREEMENTS

Any agreement for a lump sum by way of compensation must,
according to the Act, be registered, and it is necessary now to
examine the circumstances under which redemption or com-
mutation of wcekly payments may be made. While the injured
workman is receiving weckly payments he may be required to
undergo medical examination by the employer’s doctor from
time to time, subject to certain State regulations as to the times
and frequency of such examinations. If the employer considers
that the workman has completely or partly recovered, he may
apply to the County Court Judge to have the compensation
stopped or reduced; and if he has made weekly payments for
not less than six months, and the workman is still incapacitated,
the employer may in the same way apply to have the weckly
payments commuted for a lump sum. The workman must agree
to such commutation after six months, and in the case o1
permanent incapacity the lnmp sum for a person over 21 must
be enough to purchase a Post Office annuity equal to three-
quarters of the annual value of the weekly payments. For persons
under 21, the sum will be settled by the Court. It is also open
to the employer to apply for commutation of the weekly payments -
at any time—before they have begun at all, if desired. An
agreement of this sort must be registered in the County Court
if it is to be enforceable, and the Registrar has power to refuse
to register it if he considers it inadequate or thinks it may have
been obtained by improper means. Unfortunately, the extent
to which, and the manner in which, Registrars use their power
varies greatly from district to district. It is in connection with
these lump sum agreements that some of the worst abuses occur
in connection with our present scheme of Workmen’s Com-
pensation. It is by no means uncommon for insurance companies
through their enterprising and persuasive agents to suggest to
an injured workman after he has been receiving weekly payments
for a few weeks that a great deal of tronble would be saved to all
parties if he were to agree to commutation of the compensation

-
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for a lump sum. Injured workmen are often unduly optimistic
as to their chances of recovery in the near future, and also those
who have been living on a relatively small income are sometimes
dazzled by the offer of a quite small lump sum, which “sounds
a lot,” and agree to commute their weekly payments for
ridiculously inadequate amounts. Such agreements are not
registered in the County Courts, for in the absence of a trade
union or other protection the workmen are frequently ignorant
of the requirements of the Act, and the employers or their
insurance companies do not invariably enlighten them. The
present writer has come into contact with several instances where
injured’ workers—generally women—had been exploited in this
way because they had no one to advise them. In some cases it
was possible to obtain a more cquitab]e settlement, which was
duly registered, but in others the victims had been terrified by
the idea of *“going to Court” and nothing more could be done.
Some form of protection of legal interests is nowhere more needed
than in the matter of lump sum agreements.

DecLArATION OF LiaBmiry

Compensation will cease to be paid when the workman has
“fully recovered” from his injury, and a resumption of work
at his former wages and in his former job will normally be taken
to show full recovery., But with certain injuries, although the
sufferer may have apparently recovered and may remain fit for
his former employment for a longer or shorter time, the effects
of the injury may show themselves at a later date, and he may
" again become incapacitated. Where there is a probability of
this happening, the workman may ask the County Court for a
suspensory award or a declaration of liability, which, if granted,
will have the effect of kecping his claim open so that his com-
pensation may be renewed if he should again be incapacitated
from the effects of his original accident. Here again the ignorance
of the workman as to these prov;s:ons may prevent him from
benefiting from them.

How tuE EmPLOYER MEETS HI1s LIABILITIES

As already mentioned, Workmen’s Compensation does not, in
Great Britain, form part of the national system of Social Insurance
as it does in many countries. There is no national fund to which
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the employer, the worker and the State all contribute. The
Act lays the obligation on the employer, but, except in the
mining industry, makes no provision as to how he shall meet his
obligations. Many employers insure against compensation risks
either in ordinary insurance companies or with mutual indemnity
associations, probably covering the majority of the workers
covered by the Act, but they are not compelled to insure in most
industries. By the Workmen’s Compensation (Coal Mines) Act
of 1934, however, all employers in this industry must insure against
their liability for accidents to their workers. Compulsory insur-
ance is also included in some of the special schemes dealing with
industrial diseases, e.g. the scheme for the sandstone industry.

The cases where the insolvency of uninsured employers makes
it impossible for the worker to obtain, at any rate, the full amount
of his compensation may be but a relatively small proportion
of the total claims, but it is probable that there are a considerable
number, particularly among small employers, in times of trade
depression. It is impossible really to say how many of these
hard cases there may be, for where it is clear that the employer
is unable to meet his obligations it is not worth fighting him,
and thus no claim is ever made. It is clear, however, that even
if shere are only a few—or relatively few—such cases, the workmen
thus deprived of their rights are in a particularly cruel position,
with no hope of redress. It is no consolation to the perhaps
hopelessly crippled workman to know that his insolvent, uninsured
employer has incurred an obligation which he is quite unable
to meet. Compulsory insurance is in operation in nearly all
other countries which have schemes of Workmen’s Compensation,
and it was advocated for this country by the Holman Gregory
Committee on Workmen’s Compensation, which estimated that
in 191G there were about 250,000 uninsured employers in Great
Britain. Their recommendation as to compulsory insurance was
not, however, adopted by the Government.

Drsputep Cramgs

Where the employer is duly insured, the great majority of
claims are settled by agreement. But in cases where the accident
for which compensation is claimed is. a serious one, causing a
long period of disability, a very considerable proportion are the
subject of litigation. Where this happens, the workman is
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obviously in a weaker position than the employer. Unless he
has proper legal advice, he is sometimes forced by the fear of
not getting anything to accept inadequate compensation rather
than face Court proceedings, where he may be confronted with
able Counsel before whose cross-examination he is likely to
become bewildered and appear at a disadvantage. He is already
suffering from an injury which incapacitates him from earning
his living, and he is claiming the compensation to which he thinks
he is entitled. Yet he is faced by a powerful organisation whose
chief object appears to be to prevent him from succeeding in his
claim. And it cannot be denied that the commercial insurance
companies are primarily interested, not in justice to the workman,
but in their own profits, On several occasions in the experience
of the present writeY, insurance companies have made offers of
ridiculous amounts to injured workmen. When it became clear
that the claimants had adequate legal advisers who were prepared
to take up their claims, these offers were substantially increased.
It is clear that until legal protection, through trade unions or
other organisations, is very much more complete than it is at
present, the danger of exploitation will remain—unless the
system of settling claims is altcred. Even where the workman is
supported by his trade union, where excellent legal advice and
assistance arc generally available, a wealthy insurance company
or mutual indemnity association is frequently in a considerably
stronger financial position to bear the costs of.carrying disputed
cases perhaps to the House of Lords than is a trade union of
working men and women,

From the evidence given before the various Committees and
Commissions on Workmen’s Compensation it appears that the
majority of employers are in favour of the present system of
insurance. Not all, however; in some cases employers would be
perfectly ready 40 meet claims for compensation if it rested with
them, but as they have insured’ against their Hability with a
commercial insurance company who deal with compensation
claims, the matter is out of then' hands, whatever their feelings
may be.

Again, where a claim by a seriously injured workman is
contested, delayed and perhaps finally defeated, the victim’s
fellow-workmen will know all about it, and it will certainly not
make for good relations in the factory, nor for the popularity of

F
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the employer. Many employers must surely know this and
dislike the system which necessitates it:

In foreign countries and in the Dominions the extent to whlch
the system of Workmen’s Compensation is State-controlled varies,
but in very few is it so entirely independent as in Great Britain.
A recommendation was made by the Holman Gregory Com- -
mittee that, while a State-administered system was undesirable,
a Commissioner for Workmen’s Compensation . should be
appointed to supervise the whole ficld and to advise and pro-
nounce on doubtful and difficult questions. But this recom-
mendation, in common with most of the others made by this
Committee, has never been put into effect.

. AcCCIDENT PREVENTION -

One further point requires mention—the relation of com-
pensation for accidents to the prevention of accidents. Workmen’s
Compensation as organised in this country offers very little
incentive to the employers to make any great efforts to reduce
the industrial accident rate, after risks have been covered by
insurance, Little in the way of merit or schedule rating (i.e. the
lowering or raising of premiums in accordance with the adoption
and efficiency of safety measures) is in force here, though the
experience of the United States seems to show that it is a valuable
incentive to accident prevention. It must be stated, however,
that a Home Office Memorandum presented to the latest Com-
mission on Workmen’s Compensation—the Hetherington Com-
mission—was not in favour of merit rating, on the grounds that
in a country with a highly developed system of safety legislation
a very high percentage of industrial accidents was due to the
personal factor or “accident proneness” of the workmen and
would not be appreciably affected by merit rating. Even if this
is true—and there are varying opinions about it—merit rating
based on the steps taken by an employer to prevent the occurrence
of accidents would encourage the careful employer, who feels
a responsibility for his workers’ safety, to adopt safety measures.

CoNcLusioN

Great Britain was for long regarded as one of the leading
countries in the field of social legislation—as she was certainly
one of the pioneefs. But so far as compensation for industrial
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accidents is concerned, even a cursory survey shows that, while

-much has been accomplished since 1880 when the Employers’
Liability Act was passed, the present legislation is very imperfect
and by no means ensures justice to the victims. Not only is our
system inadequate in itself, but it lags far behind that of most
other countries, some of which instituted social services much
later than did Great Britain. It is clear that if we have made
some advance on the road to social justice we still have a long
way to go.



Chapter IIT

NATIONAL HEALTH INSURANCE
By JOAN SIMEON CLARKE

NaTionaL Health Insurance has been in operation in this country
for thirty years. Lloyd George’s “ninepence for fourpence™
National Health Insurance Act of 1911 came into force on
15th July 1912, against bitter opposition. The doctors said it
interfered with their professional status and freedom, Trade
Unions and Friendly Societies said it trespassed into their pre-
serves, the Insurance Companies disliked the State dabbling in
insurance anyhow, and certain far-seeing Socialists, notably Keir
Hardie and Philip Snowden, deplored the introduction of quasi-
insurance social services based on contributions; they preferred
the State to provide these for the whole community out of
taxation, Today, when National Health Insurance is rather
widely criticised, the position is reversed in every case. The
doctors, through the British Medical Association, put out
suggestions for reforming National Health Insurance but do not
want to see it scrapped; the Friendly Societies and the Insurance
Companies have become, with few exceptions, a vested interest
on the side of Nationa! Health Insurance; and the Labour
Party has done its best in the past to discredit the idea of
tax-provided social services by dubbing these “assistance”
and by extolling,, by comparison, the magic of ‘“‘insurance.”
Thirty years after the first one, another controversy, perhaps
more bitter, is now breaking out about the merits and defects
of National Health Insurance. The interests, attitudes and
principles involved cannot be discussed clearly without a
knowledge of the intricacies of the National Health Insurance-
system, This knowledge is not easily acquired. It has been
said with some truth that there are two chief marvels about
National Health Insurance: first, that the human brain was
able to invent such complicated administrative machinery, and
second, that the system actually does work. The following
description begins with an outline of the principles embodied

in the National Health Insurance Act, 1936 — the latest
84
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consolidating Act. The outline is then filled in with as much
detail as space allows, with discussion of the major principles
involved and of the controversies centring round them.

GeneraL OUTLINE

The next few paragraphs are meant to give a sketch which the
reader, it is hoped, can hold in his mind during the more detailed
description which then follows. In violation of the custom of
National Hcalth Insurance legal documents, they are written
without “buts,” “ifs” and caveats; these come later, First, it
is necessary to set out as clearly as possible the general pattern
of the scheme, but those familiar with this pattern will do well
to skip the next few pages and to begin their reading at page 88.

Entry into insurance is simple; for all manual workers, and
for non-manual workers earning- up to a rate of f420, in the
majority of occupations it is compulsory, provided they are
engaged under a Contract of Service. Contributions are paid
both by worker and employer, and it is the latter who buys
stamps from the Post Office and sticks them on to the employee’s:
card.

WEEKLY CoNnTRiBUTION RATES FOR NaTionaL HEaLTH
INsuRANGE !

Employer. | Employee. Total.

Men . . . .| 53 53d. 1d.
Women . . . 5id. 5d. 104d,
Juveniles (up to 16) . ad, ad. 44,

National Health Insurance offers to insured persons three
types of benefit: cash, medical and maternity.

Sickness benefit is payable for 26 wecks of illness, beginning
on the fourth day. If iliness lasts longer than 26 weeks, sickness
benefit is replaced by disablement benefit at a lower rate, which
continues indefinitely until the age of 65 (Women, 60). Unlike
medical benefit, to which people are entitled from the payment
of the first contribution, sickness, disablement and maternity
benefit are conditional on both a minimum period of insurance
and a minimum number of contributions having been paid.

* These contributions are paid jointly with Pensions Insurance contributions

(¢.p. 171). The total contributions are, therefore : employer and employee, 1/- each
for men and od. and 1od. respectively for women. ’ :
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RaTES OF Sickness AND DisaBLEMENT BENEFIT UNDER
NaTIONAL HEALTH INSURANCE

Spinsters Married
Men. and Widows.| Women !
Sickness Benefil:
After 26 weeks of insurance and
payment of 26 contributions . 12/- 10/6 10/6
After 104 weeks of insurance and
104 contributions paid . . 18/- 15/~ 13/-
Disablement Benefit:
After 104 weeks of insurance and
104 contributions paid . . 10/6 g/- 8/-

Medical benefit entitles the insured persons to free medical
treatment such as would normally be within the competence of a
general practitioner, and to the free supply of such drugs,
medicines and appliances as he may prescribe, subject to
regulations made by the Minister of Health. The statutory
benefits do not include specialist or hospital treatment or
convalescence.

Maternity benefit entitles an insured woman or the wife of an
insured man to £2 at her confinement. If both wife and husband
are insured, double benefit, i.e. £4, can be paid. Qualification
for maternity benefit is the payment of 42 contributions and
a period of 42 weeks of insurance. A discussion of the efficacy
of this and other benefits is postponed until the whole scheme
has been briefly outlined.

Medical and cash benefits are separately administered. When
somebody enters into insurance he sets in motion two paraliel sets
of intricate machinery, both geared, eventually, with the Ministry
of Health. Even if the new entrant is superlatively healthy, the
mere fact of his inclusion in insurance will keep the machinery
revolving, for he will be constantly figuring in statistical and
financial calculations. If he is ill, the machidery will run faster;
but it will never absolutely stop.

1 ¢ Class K Married Women ' are those who since marriage have ceased to be
insurably employed but who are eligible for six weeks’ sickness benefit and for one
maternity benefit by right of their previous insurance within two years from the date
of marriage. They do not figure in this Tabie.
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The newly insured person is immediately faced with two
decisions. He should choose a doctor, and it is in his interest to
choose an Approved Society. He may find that his chosen doctor
declines, for one of several reasons, to attend him, and he will
then have to find another doctor willing to take him. Choosing
an Approved Society is usually simplified by the individual’s
ignorance of the names of the 7,000-0dd Societies and Branches
in existence. He is likely to join the one to which his friend
belongs, and to avoid the one with which his father quarrelled.
He is unlikely to realise that his receipt or lack of additional
benefits in cash and kind at some hypothetical future date will
depend on his initial choice of a Society. The insured person
has a good deal to do with his Approved Society. Its local agent
may call upon him, the Society will send him the card which his
employer stainps, and which once a year he must return to the
Society. He will receive his cash benefit from his Society when
he is ill.

This procedure is carried out for roughly 22,000,000 persons
who are members of Approved Societies. The stamped cards
are surrendered yearly to the Minmistry of Health, the Societies
receiving sums of money in proportion to the total number of
contributions paid by their members. These funds are available
for the payment of benefit and for administration. No money
is paid direct to the Approved Society by the insured person;
his money is paid into the Post Office from which the insurance
stamps are bought. Part of the contributions then circulate via
the Ministry of Health to the Approved Societies, and then
eventually, as due, to the insured population in benefits.

The administration of medical benefit is separate but equally
complex. Doctors wishing to take insured patients must notify
their Insurance Committee, a represeritative committee set up
in each county and county borough. The doctor’s name is added
to the list of insurance practitioners for the area, and the Insurance
Committee keeps an index of all insured persons who have
chosen to be on his panel. The Insurance Committee is also
responsible for organising the supply of medicines, drugs and -
appliances to insured persons, and it therefore must keep a list
of chemists willing to dispense insurance prescriptions. Each
Insurance Committee is advised on medical and pharmaceutical
matters by local Medical and Pharmaceutical Committees
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respectively. It also has specially appointed Medical and
Pharmaceutical Services Sub-Committees for investigating com-
plaints about the services rendered to insured persons. Every -
detail of the administration is either regulated by the Act itself,
or by statutory Regulations, or by the rules formulated by
each Insurance Committee and approved by the Minister of
Health, The tightness of these instructions is among the remark-
able features of medical benefit administration. :

Payments to doctors and chemists are made by Insurance
Committees out of the sums allocated to them by the Ministry
of Health; just as one part of insured persons’ contributions goes
via the Ministry of Health to the Approved Societies, so another
part goes to the Insurance Committees. The proportions in -
which the money is distributed between these Committees is
decided by the Medical and Pharmaceutical Distribution Com-
mittees which are appointed by the Minister. Sometimes an
Insurance Committee receives a sum less than that which should
have been due to it. This is an ingenious device for making
doctors and chemists conform to National Health Insurance
standards. If they are considered guilty of one of a number of
offences ranging from negligent treatment to over-prescribing,
they may be arbitrarily fined—that is to say, the Minister,!
guided by a special Advisory Committee, may withhold a sum
of money from the relevant Insurance Committee, which in turn
deducts this amount from the moneys normally due to the doctor
or chemist in question. The Minister is also the final authority
for deciding whether doctors and chemists should be disallowed
from doing further insurance work; here again he is guided by
special committees. Referees appointed by the Minister decide
disputes arising between insured persons and Insurance Com-
mittees, or between the latter and Approved Societies. The
multiplicity of provisions for deciding disputes is almost as great
as the multiplicity of committees and of funds.

InsurED PERsONS

We now begin to examine in some detail the system which has
just been briefly and generally described. National Health
Insurance is not national in the sense that our education is

* For fuller analysis of the judicial powers of the Minister see W. A. Robson,
Fustice and Administrative Law (Macmillan, 1928), p. 11t ef seg. . ’
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pational ; it is not available to the whole nation. It is not even
available to all persons in the lower income groups. Its benefits
are very strictly limited to insured persons, that is, to all manual
workers and to non-manual workers earning not more than £420
yearly, other than those in excepted employment.! There were
in 1938 approximately 17,000,000 insured persons in National
Health Imsurance. Yet it is estimated that about 35,000,000
people were then in families where the chief wage-earner earned
£250 or less yearly; 2 therefore half the people in these lower
income groups were not insured in National Health Insurance.
The extra numbers included in National Health Insurance since
January 1942 are those non-manual workers earning between
£250 and f420 yearly, so the lower income groups are not
affected. Yet it is in these groups, living at a low standard, that
the incidence of sickness is highest. There are rational explana-
tions for the limitations of the scheme, which is restricted to
employed persons, for whom their employers contribute. It is
logical to ask an .employer to contribute towards Sickness
provisions for his own employees—if is likely to be in his interest
to do so—but it is not logical to ask that employer to increase his
contribution so that the sick wives and children of his workpeople
could share these provisions. Workpeople themselves are already
paying out too much in insurance contributions to be able to
stand the entire cost of an extension of the scheme, and those
without dependants would probably object to having their
contributions increased so that the families of their workmates
could be assisted. The only way to finance the inclusion of
dependants would be for the State’s contribution to be greatly
increased. This would mean the end of the fagade of “insur-
ance”; we should have increasingly a State-supported system.
But even if the dependants of insured persons were included,
and this is sometimes advocated as a panacea by those who seek
to preserve the National Health Insurance at the cost of some
concessions to its critics, there would still remain outside the
scheme all those small income-earners who work under no

.. | Excepted emplayment is mainly that where provision is made for cmployees

. on the whole not less favourable than benefits conferred by this (1936) Act,” and

1t includes teachers, railway men, civil servants, and local government employces,

;ndttizlu)sc in the Armed Forces (National Health Insurance Act, 19365, First Schedule,
art 1T},

* W. 8. Crawford, The Peopie's Food (Heinemann, 1938), p. 28,
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contract of service and so are incligible for insurance. This
group includes costers and stall-holders, crofters, small shop-
. keepers, independent workmen (sweeps, window-cleaners, repair-
ing tailors), and the wives and families who work with them in
partnership. When the original Act was passed in 1g11, provision
was made for persons with incomes not exceeding £160 yearly,
gainfully occupied but not insurably employed, to come into
the scheme voluntarily. The response was meagre, partly
because such persons had to pay the whole contribution nor-
mally shared between workman and employer, and, probably,
partly because entry into voluntary insurance necessitates an
understanding of the possibility and also the initiative and
energy required to take the proper steps. As long as title to
benefit depends on a record of contributions paid, and these
are shared between employees and employers, there seems no
way by which all those # the lower income groups can be
included.

The scheme is, of course, primarily designed for the industrial
population. It may be argued that it is unjust criticism to under-
value it for not including those for whom it is not intended. That
is probably true. But it is important, before analysing the
provisions for those whom the Act reaches, to see the system
against the background of the national life as a whole. This is
particularly true of medical benefit, where the whole community
has a vested interest in the health of each constituent member,
Medical benefit is presumably included in the Act to prevent
sickness and to promote health; to give people free doctoring
is a valuable aid. But the wives and families of insured workers,
as well as those of workers in excepted employment, cannot
normally get free doctoring, nor can self-employed persons and
their families. The only domiciliary medical service publicly
provided other than National Health Insurance is available
through the Poor Law. Quite apart from the common aversion
to any form of “relief,”” many sick persons in the lower income
groups who find it difficult to pay for a doctor would still not
be poor enough to qualify for inclusion in the Public Assistance
Medical Relief List. It seems illogical, considered from the
standpoint of the nation’s health, that, for example, we should
take the trouble to provide a free doctor for the greengrocer’s
roundsman, but not for the man who keeps a fruit stall round the
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corner, and not for the family of either man, although, of course,
any of these excluded persons can see the Poor Law doctor if
they will first get themselves near-destitute so that they can
qualify. But what usually happens is that they postpone the
expense of a doctor as long as possible, to the detriment of their
own health, and, if their iliness is infectious, to the jeopardy
of their neighbours. However good the medical services pro-
vided under the National Health Insurance Act may be—and
we shall come to that later—it is absolutely fallacious to
suppose they constitute a comprchensive and adequate health
service for the whole nation.

BENEFITS UNDER THE AcT

1. Medical Benefit.—Medical benefit is administered by the
Insurance Commiitees of counties and county boroughs. These are
statutory committees of from twenty to forty persons, appointed
in fixed proportions by Approved Societies (three-fifths), the
local Council, the local Medical Committee and the Minister
of Health, When these Committees were first set up in 1911
they were supposed to study the causes of ill-health in their
districts and to be the means of diagnosing social defects, but
they have no access to the relevant information. Doctors’
medical certificates go not to the Insurance Committees but to
the Approved Societies, and the latter often have their members
scattered all over the country, so that National Health Insurance
provides no basis for local or even regional health statistics,
Secondly, the Insurance Committees originally organised sana-
torium benefit for tuberculosis, a function which, modified and
no longer connected with National Health Insurance, has passed
to the local Councils. The main job which the Committees now
do is the oiganisation and administration of medical benefit,
including the pricing of prescriptions to ascertain the amounts
payable to dispensing chemists. They also administer cash
benefits to Deposit Contributors, and are empowered to undertake
health propaganda. .

The health propaganda work is steadily diminishing. It is
generally thought to be more properly a function of the local
health authorities, A few Committees arrange for doctors’
lectures, but there do not seem to be any current programmes of
comparable vitality, for example, to that of the West Riding
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Insurance Committee, which did excellent work until 1934,
when it stopped for lack of funds. The Committee organised
Health Wecks; it prepared skeleton notes for speakers; arranged
lectures and film shows; distributed health leaflets and held
annual competitions in the schools for Health Essays and Posters.
Insurance Committees are increasingly concerned with routine
and arbitration, and decreasingly with constructive work calling
for imaginative zest among their members.

The inside of an Insurance Committee’s building is a gigantic
filing system, In London’s large Insurance House room after
room is lined from floor to ceiling with index files. Every insured
person is indexed both according to his doctor and according to
his Approved Society; even though some Society may only
have one member in the whole of London, it will have its index
section with the one member’s card reposing in it. Similarly,
onec can see at a glance the size of any doctor’s panel. The
clerical work is prodigious, especially in a city like London where
there are frequent changes of address, often involving change of
doctor within the Committee’s area. Changes of doctor give
endless trouble to the staff. Not only must all the records be
altered, but at the next quarter Doctor A, who has lost a patient,
must be allocated correspondingly less money, and Doctor B,
who has gained a patient, must have more. In Manchester, for
example, although only 5-7 of the insured population changed
their doctors in 1941, this amounted to 17,800 transfers. In
addition, there were 15,000 removals from and into Manchester
of insured persons, 8,000 notices of transfer of practices were
sent to the insured, and 126,000 notices were sent to doctors
of changes in their lists. In the same year 17,000 letters were
sent off and the staff also dealt with 10,000 personal enquiries.
These labours are multiplied for Committees in all the counties
and county boroughs in the country. It is no slight on the
activities of all those who as staff of committec members work
for Insurance Committees to say that the machinery is cumber-
some and, as more persons are included in National Health
Insurance, will become more difficult to operate. The whole
system depends, among other things, on, first, the recording of
every change of address for insured persons, and that in a com-
munity where industrial, and therefore, geographical, mobility
Is increasingly desirable. Secondly, it depends on the allocation
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of every insured person to the list of a reasonably accessible
doctor; and thirdly, on pricing each prescription for insured
persons dispensed by insurance chemists. [t is relevant to ask
whether this intricate clerical machinery really contributes to
the actual quality of the services rendered to insured persons, or
even o the solvency of the Health Insurance system.

Insurance Doctors.—Insured persons have a good deal of freedom
to choose and change their doctors. If they do not choose a
doctor they are liable to be assigned to the list of one by the
Allocation Sub-Committee, and if the doctor of their choice
refuses to take them they may apply for assighment to the lists
of another doctor, But if a doctor refuses a patient he is still
required to give any immediate treatment needed, and he must
give him the names of other local insurance practitioners and
also tell the Insurance Committee that he has himself refused to
accept him.  When an insured person wants to change his
doctor he can either get permission both from the old doctor
and the new one and change immediately, or, if he shirks telling
his old doctor that he wants a change, he may give notice to
the Insurance Committee a month before the end of one quarter
and attend the new doctor from the beginning of the next quarter.
If he removes from his doctor’s district he is entitled to apply for -
acceptance by a doctor near his new home at once, and if his
doctor’s practice is sold or transferred he may tell the Insurance
Committee within one month that he declines treatment from
the succeeding doctor; the Committee is bound to notify him
of any such change. On the whole, insured persons change their
doctors little. It is generally accepted that they change more in
urban areas where there is more choice of doctor. Available
figures for the second year of the war show that the percentage
of insured persons on doctors’ lists who changed their doctors
were: Gloucestershire, 5% ; West Riding of Yorkshire, 4% ;
Manchester, 4-3%. Urban war-time statistics of change are
inflated by blitz and blackout (London changes are thought to
have been increased from 1%, to nearly 3%,), but even so it seems
likely that the higher urban figures more accurately represent
the insured population’s demand for change of doctor than the
lower rural ones, which are controlled by scarcity of doctors and
greater distances. Doctors, also, are at liberty to have patients
removed from their lists; they must give notice to the Insurance
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Committee, which will instruct the insured person to seek
acceptance by another doctor. The patient’s name is then
removed from the original doctor’s list as soon as he has found
another doctor, or, in any case, within not more than fourteen
days from the Committee’s receipt of the notification. However,
if the patient is actually under treatment and unable to work
(unless he is a chronic patient), his doctor cannot have him
transferred for the duration of the illness and for a fortnight after
the patient has been declared fit to work,

Every doctor must be paid a quarterly instalment of a per capita
fee (10/6 per annum at present} for every patient on his list. To
this payment will be added that for any approved claims the
doctor may make for attendance on temporary residents, and
for emergency treatment to insured persons not on their lists;
the scale of such payments is stipulated in the Distribution Scheme
prepared by each Insurance Committee and approved by the
Minister of Health. The doctor will also receive payment for
drugs, etc., administered for immediate use at the rate, usually,
of 1/g per annum for every hundred insured persons on his list;
for those patients to whom he is required by the Committee to
supply all drugs, etc. (because they are remote from a chemist},
he may receive a capitation fee of g/- yearly for cach such
patient, or he may be paid at a prescribed rate for all drugs,
¢tc., actually supplied. After all this individual accounting, the
doctor must still be paid his proper share from the Mileage
Fund. This fund, to which the Minister of Health makes an
annual grant from the Central Mileage Fund, is distributed to
doctors on the basis of their returns showing the number of
patients living far from the surgery or in places difficult of access.
The Insurance Committees issue regulations defining when
payments from the fund may be made. Surrey, for example,
includes in its scheme payment in respect of patients whose
homes must be reached on foot, and gives credit for “each half-
mile or part of half-mile of walking.”” The West Riding Com-
mittee provides in this way financial compensation to doctors
in respect of those of their patients who live along “gated roads”;
doctors send in returns of the number of gates they must alight
from their cars to open when visiting these patients. These
details may seem trifling, but they are the content of National
Heaith administration. They show, too, the doctor’s relationship
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to the whole scheme. However skilled he be, and however
interested in the practice of medicine, his relationship with the
State service is mainly one of cash payment.

Insurance practice cannot be discussed separatcly from
ordinary general practice in this country. The National Health
Insurance scheme is interwoven with the whole pattern of our
medical services. Most general practitioners have both private
and insurance patients, treating them in the same surgeries and
incurring the same overhead expenses in regard to both. The
difference is, of course, that insurance patients, provided that
the doctors can attract and keep enough of them, bring in a
fixed income steadily even if the patients are not ill. This is a
great help to young doctors _]ust beginning general pracncc On
the other hand, the per capila fee for insurance patients is maximal
and cannot be increased, either if the patients receive much
attention or if the doctor’s growing reputation enables him to
charge high fees to private patients. It is therefore financially
advisable for a doctor to start general practice with a large
panel of insurance patients and then to reduce this gradually
when he is able to build up his income through private practice.
Intellectually this is also an advantage, for not until he can
maintain or increase his income while decreasing the number of
his patients can a doctor have either the leisure or the money
to do medical research or even by reading to keep abreast of
current scientific knowledge. However, the immediate concern
of a young general practitioner without private means is to pay
the high overhead expenditure on premises and equipment
generally expected by his patients. At the same time he may be
paying off a heavy debt incurred in the purchase of his practice.
Money must concern him more than science. These problems
are inherent both in private and insurance practice. However,
unlike private practice, insurance practice is subsidised by public
funds and carries with it the State’s guarantee of satisfactory
service to the patients. But for this qualification it is indis-
tinguishable in principle and organisation from ordinary private
practice. ‘Therefore, although this chapter is concerned with
National Health Insurance only, it is necessary to comsider
briefly the position of general practice for insured and uninsured
alike, both to evaluate the quality of the service given, with
Government backing, to the insured, and to determine whether
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the extension of the present form of insurance practice is progress
in the right direction.

The Limitations of General Practice.—The limitations of general
practice—and these are becoming increasingly apparent—result
partly from the speed of scientific advance. Knowledge learned
ten years ago may be already superseded. It is increasingly
important but extremely difficult for doctors to keep up to date.
A newly qualified doctor going into general practice will find it
almost impossible to continue satisfactorily his medical education.
‘There are two main reasons for this. First, he must work so hard
and so long 2 that he will have little time for learning; second,
even if he can find the time there is no recognised way for general
practitioners to keep currently informed other than the perusal
of medical journals. There is no way, for example, for the
average practitioner to learn to administer the new life-saving
drug M. & B. 693 except by reading the instructions printed on
the label by the manufacturing chemists; yet the drug is difficult
to use, and its effects on patients are still unpredictable and often
frightening; nor is there any way for doctors to learn to treat
varicose veins by injection. Reading is not enough. A doctor
wants to see new types of treatment carried out and to have
instruction himself by experts. But he has no normal chance
.of this; when he first goes into general practice he will find
himself remote, if not in mileage, in effect, from the big hospitals.
He may become connected with a small “ cottage hospital,” but
there he will have little chance of learning more than he and his
colleagues put into the work., When he refers his patients to
the big hospitals he will have little chance to see them treated or
to discuss their symptoms with the specialists.

Post-graduate courses are an attempt to counteract the
practitioner’s isolation. In 1937 the Ministry of Health arranged
courses for insurance doctors, who were able to attend recognised
medical schools free of charge, a locum tenens being provided
meanwhile to look after their practices, It is early to judge how
successful these might have been if not interrupted by the war.
Certainly the first comments were unfavourable, doctors com-

* Further, a N.H.1, doctor has a considerable amount of clerical work for
which he must eitker reduce his income by paying a sccretary or reduce his leisure
by domng it himself. Apart from any special queries, he must make returns of the
following : Refusal to add persons to his list, acceptance of insured persons, patients
in respect of whom he claims from the Mileage Fund, ¢laims of drugs supplied direct.
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plaining that lecturers did not give instruction relevant to general
practice. But curricula could have been improved with experi-
ence. In 1939 courses were to have been provided for about
1,200 doctors, or about 79, of all insurance doctors. A further
experiment was planned in the provision of an eleven weeks’
course at the British Post-graduate Medical School which doctors
could attend on two afternoons weekly. But these courses,
however good, will not be as good as facilities for doctors, once
qualified, to remain in organic contact with medical progress.
Short ad hoc courses cannot take the place of easy access, all the
the time, to a first-class hospital, with opportunity to chserve
modern methods of treatment. The insurance doctor is in a
particularly anomalous position, for he is hedged about, and
rightly, with penalties for “failure to exercise reasonable skill.”
But there i3, and can be, no definition of “reasonable skill.”
The elderly doctor, with the best intentions, may exercise skill
which would have been considered reasonable thirty years ago
but which has been long superseded. If we want to build a
healthy nation we must somehow see that our doctors are con-
stantly versed in current medical knowledge. Tuition and
demonstration must be available for them throughout their
professional lives, ,

Given facilities for learning, doctors must have time to profit
from them. They will need more leisure than they have today,
when their leisure is curtailed by their financial needs, for until
a doctor can make few patients pay enough to cover his heavy
overheads he must have a practice as large as he can possibly
manage. He is the victim of the social snobbery which stipulates
that in any ncighbourhood the doctor shall have a relatively
“nice house.” He must have premises large enough to provide
a waiting-room and a surgery, and as soon as he can afford it
he will want somebody to open the door and take messages.
He needs a car, which will be costly in fuel and maintenance,
Nor is this all. Practices are bought and sold. Unless a young
man has private funds, the early years of his work will be burdened
by the debt incurred when he bought his practice. Money is
constantly in his mind. He is driven to want both more patients
and richer patients. As an insurance doctor he cannot increase
his lists beyond 2,500 patients, he may not charge or accept fees
other than those paid him by the Insurance Committee, and if

e}
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he wants to limit the size of his panel by refusing to have new
patients allocated to him he may only do so with the consent
of the Allocation Sub-Committee of the Insurance Committee;
the moneys payable to him will then be reduced by a percentage
fixed by the Sub-Committece. Most doctors, therefore, have
beth private and insurance patients. The latter, provided he
keeps them, furnish an irreducible nucleus income; the former
give the financial elasticity through which he hopes to better
his position. Although about 849 of all doctors in the country
have insurance practices, the majority of them run private
practices as well. In the last year before the war the numbers
of insured persons in the country worked out at roughly 1,000
per insurance doctor. In July 1941 there was an average o
about 1,100 insurance patients per Manchester insurance doctor.
In Gloucestershire at the same date the average was 680,* and
the distribution of insurance patients among doctors is shown
below.
PERCENTAGE OF INsURANCE Pamients PER Do€TOR
N GroucesTersHIRE, OCTOBER 1041

Insurance Patients | Percen of
I.f)ctzr.‘ per Insu.ra.nccmﬁzctars.

2,000 and over . . . - 58
1,000 to 1,9G . . . 275
K00 10 009 . . . . 150
100 t0 499 . . - . . 199
50 to g9 e . . 75
Less than 50 . . . 243

1000

This table shows that 52% of the Gloucestershire doctors had
less than 500 patients on their panels within the county. So,
from capitation fees, exclusive of mileage and emergency pay-
ments, 52% of the Gloucestershire doctors received less than
£243 15/- per annum, the sum due for 500 insurance patients,
Doctors all over the country with small panel pracnccs look to
their private patients to augment their incomes. It is in their
interest to attract more and richer private patients. However

1 Plus a few cut-county patients for doctors living near the county border.



NATIONAL HEALTH INSURANCE 09

scrupulously high-minded doctors attend to their insurance
patients, it is clearly richer private patients who are profitable,
and doctors are-so placed that they have to think in terms of
cash. The financial aspect of general practice must be clearly
understood. Those who believe that medicine is a vocation and
that the practice of medicine is a high form of service to the
community would do well to recognise that general practice
today is a commercial proposition, Many doctors buy their
practices and thenceforward struggle both to pay off the debts
frequently incurred and to equip themselves as conventionally
expected. Increased capitation grants from National Health
Insurance might give the doctors more security and might
enhance the position of the insured persons zis-d-vis the private
patients—(some doctors still provide separate waiting-rooms and
entrances for panel patients). But this would not alter the basic
emphasis on cash rather than on excellence of service. Doctors
would still be weighed down with the burden of debts and of
expensive overheads, They would not have that security and
that freedom to concentrate their whole energies on healing which
they would have if their premises were publicly provided and
if they were salaried servants of the State. Health is a vital
national asset; medical practice is a vital national service.
Health and medicine should be thought of nationally, and the
whole resources of medical knowledge should be available to
any sick citizen. National Health Insurance is inadequate not
only because it is limited to one section of the community but
because it is integrated in a medical system based on obsolescent.
methods and values.

Thirty years ago, when National Health Insurance was
introduced, it was reasonable that it should be based on doctors’
private surgeries. Diagnosis and treatment were likely to be
satisfactory according to contemporary standards. Today
modern medicine calls for elaboration of equipment which few
private doctors have either the money to buy or the space to
instal, 'How many general practitioners possess an X-ray
apparatus or a fluoroscope? How many of them could use these
instruments if they had them? Treatment by diathermy, iron
lung, blood transfusion, all need specialised application and
specialised equipment. The doctor sitting in his surgery or
carrying his bag into the patient’s home can no longer diagnose
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or treat to the standards demanded by modern medical technique.

Frequently he needs help, advice or apparatus which he can

only procure by reference to clinic, hospital, or Harley Street.

His isolation handicaps him and affects his patients. Already

the development of Maternity and Child -Welfare Centres, of
Tuberculosis Clinics and Sanatoria, of the School Medical

Service, of adult clinic services provided under the permissive

sections of the Public Health Acts, and of public hospitals, are

drawing patients away from general practice. The rapid growth

of the Hospitals Savings Association is itself an indication that .
the private surgery, and, indeed, the whole system of National

Health Insurance, is felt to be inadequate. Many insured persons,

- doubtful that their panel doctors can help them out of all

emergencies, pay their weekly gd. for hospital assistance. Team-

-work in hospitals and clinics is valued increasingly both by

doctors and patients, and this seems to be the future way of
medicine if the resources of modern medical knowledge are to

be fully used. It is not the general practitioner who is obsolescent

—he is the pivot of medical practice—but his isolation from

specialised colleagues, his lack of apparatus and his struggle to

make money. If the structure of general practice is unsuited to

the demands of modern medicine, then our system of National

Health Insurance, geared as it is to general practice, needs, not

extension, but total reconstruction. This contention is further

developed in Part II of this book. The function of the present

chapter is only to discuss the operation of Health Insurance as

it contributes to the health and security of insured persons,

and, through them, to the sum of national welfare,

Complaints against Insurance Doctors.—Complaints against insur-
ance doctors may arise in various ways. The most threatening
to the doctor is a complaint of negligence made by (or on behalf”
of, or in respect of the treatment of) an insured person. He may
be accused of failure to attend a patient, of fanlty diagnosis,
careless prescribing, slap-dash examinations, or the issue of
improper certificates. The case will be heard by the Medical
Services Sub-Committee of the Insurance Committee, consisting
of an equal number of doctors and of so-called representatives
of insured persons (i.e. of Approved Societies), with an impartial
chairman. Both the doctor and the complainant are invited
to attend, and they may each bring a friend to help present

.
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the case, provided they do not pay a legal man to come.
The Sub-Committees take a great deal of trouble to sift the
evidence and to give fair decisions. Insurance doctors say that
the machinery works extremely well, and that they have con-
fidence in the judgment of the Sub-Committee. Reading through
reports, one gets the impression that decisions favour doctors
more frequently than patients, but the complaints of the latter
are often extremely tenuous. This is especially so when a patient
has died and the relatives complain; they seem to tax the doctor
with past anecdotes and snatches of conversation of which they .
would have taken no notice if the patient had lived. - There may
be an element of the psychological projection of guilt here,
relatives, particularly widows, seeking escape from their own real
or fancied neglect of the patient by using the doctor as a scape-
goat. Experience of many such cases may predispose- Sub-
Committees to take the doctor’s part; one is certainly astonished
sometimes, after reading attentively a case in which the doctor
seems to blame, to find at the end a decision in his favour. But
here, again, the Committee with its expert knowledge may think
it hopeless to expect all doctors to maintain a first-class service
all the time, especially that minority of doctors who have a full
panel practice plus a large cash practice of relatives of the insured.
For example, a doctor was recently cautioned for issuing two
medical certificates without visiting a patient who sent for him;
in defence the doctor said that—

“at the time in question he was very busy, and from day to
day was having to put off visits which he could not possibly
make, although he was working from g a.m. to g p.m. with
only short intervals for meals.”

Working as hard and as long as they do, it is remarkable that
more doctors do not get into these difficulties. But the interests
of the patients would be better served by an alteration of the
system than by ““ex post facto” investigation.

If the findings of the Medical Service Sub-Committee go
against the doctor he may appeal to the Minister, who will
appoint three people to hear the case. When the case is sub-
stantiated, the Insurance Committee, acting on the advice of
the Sub-Committee, may, first, “‘caution him,” i.e. do nothing
but warn him—this happened to the doctor just mentioned,
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who was found to have issued two certificates without seeing
the patient, and to have refused to visit him during two separate
short periods of illness. Or, secondly, the Committee may limit
the number of patients which the doctor has on his list, on the
grounds that he has too many to be able to attend to them all
properly. This, as we have seen, means cutting his income.
Thirdly, the doctor may be required to pay any reasonable
expenses incurred by the complainants. (But if the doctor wins
the case he does not get any expenses at all.) These are punish-
ments which the Committee can inflict on its own authority.
A more serious penalty is a report to the Minister that the doctor
has been guilty of a breach of the terms of service; the Com- -
mittee then confesses that, through the peccancy of the doctor,
it has not fulfilled the conditions on which it receives money for
the provision of medical benefit.  If the Minister agrees, he may
withhold money from the Committee, which in turn withholds
it from the doctor, In plain language, the doctor may be heavily
fined. There is no scale of such fines. They are fixed each time
by an Advisory Committee appointed by the Minister and
consisting of the Chief Medical Officer of Health, two other
doctors from the Ministry and three insurance doctors. Finally,
the Committee may make a ‘‘representation” to the Minister
that the doctor should no longer be authorised to have insurance
patients. The Minister then sets up an Enquiry Committee of a
barrister or solicitor in actual practice and two doctors, and both
the complainant and the doctor may be represented before this
Committee by solicitors. The complainants are obliged to give
beforehand a list of all documents they want to use as evidence,
and the doctor is sent both a copy of their statement and a list
of such documents, all of which he may inspect before the
enquiry is held.

Although the Act and its Regulations contain these provisions
for drastic measures against the doctor, they are rarely used.
The fear of them does not hang over the average doctor any
more than the fear of prison hangs over the average layman.
They are penal measures designed to punish malpractice.
Nowhere in the Act nor in its administration is there any provision
for the encouragement of positively good practice. Each doctor
sets his own standard, and his only index of efficiency is the
number of his patients. One of the drawbacks of the National
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Health Insurance administration is this lack of constructive
drive towards excellence in medical service.

Other complaints which may be brought against the doctor
are heard by the local Panel Committee (the committee repre-
senting insurance practitioners for an area). Doctors may appeal
against the decisions of the Panel Committee. The Minister
then refers the appeal to three or fewer persons for decision. The
penalty in every case is a fine, described as the ““withholding of
money from the Committee.” Among complaints settled by the
Panel Committee is excessive prescribing, when the doctor is in
effect accused of wasting the money of the Fund by prescribing
unnecessary or unnecessarily costly drugs. Actually this pro-
hibitien is rarely used, but doctors are supposed whenever
practicable to prescribe drugs in their cheaper form rather than
order costly proprietary medicines; but if a doctor can give a
sensible reason for wishing to prescribe expensive drugs or
branded goods he is usually allowed to do so.

Also, a doctor may be blamed for improper record-keeping.
‘Under his terms of service he is required to keep a record
of the diseases of his patients and of his treatment of them.
Actually the records of an insurance doctor are extremely sketchy,
and would not normally be of much help to a consulting clinician;;
but there is a column for little ticks to be made whenever the
patient is seen. These ticks are carcfully counted when the
doctor’s refords are inspected. Doctors feel that the ticks
are more important to the Ministry than either trcatment or
disease. «

Or, a doctor may be accused of improper certification, He
is provided with various blanks for issuing initial, intermediate,
final and monthly certificates, and he must be careful not only
to date them on the dates when he sees the patient, but to see
that the whole period of continuous illness is covered by dated -
certificates. This is not always as easy as it sounds, for if a
patient is due to have another certificate on Wednesday, and
arrives to see him not on Wednesday but on Friday, the doctor
i3 in a guandary about the dating of the certificate. Patients
literally demand certificates from their doctors when they
consider they should stay off work, If the doctor seems to them
hard-hearted in refusing such a certificate, the patients sometimes
change doctors, taking their whole families with them. In the
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words of an experienced insurance doctor, “Certification is a
ramp. We are absolutely in the hands of the patients.”

A curious check on certification is provided by the sick visitors
who are employed by Approved Societies to visit workers ill in
their homes. The large Societies employ whole-time visitors,
others have part-time workers only, still others, wheré the agent
or secretary of a small branch is a woman, call her the sick
visitor but in fact dispense with visiting. But the big Societies,
especially those sponsored by industrial Assurance Companies,
visit assiduously; insured persons object to this practice, feeling
they are spied upon. Indeed, when a worker who is in receipt
of benefit, but is not confined to bed, hastens home in the evening
in a panic in case ‘“‘they” catch him away from home after
stipulated hours, one has the feeling of a small Gestapo.
Theoretically, of course, sick visitors call to see that the doctor’s
orders are being carried out and that home conditions will
accelerate recovery. In fact, their job is to see that insured
persons do not malinger on the funds of the Society. Recently
one of the leading Industrial Assurance Companies advertised
for a sick visitor for its Approved Society-in a country area. A
woman answered the advertisement, emphasising her experience
in welfare work. The secretary of the Company replied saying
that welfare knowledge was irrelevant, as the object of the work
was to prevent fraudulent claims. There is no reason why we
should make a moral judgment here. It is reasonable to prevent
fraudulent claims. But it is also important to give sick persons
an idea that we want them to recover, not as an economfty measure
but because the community needs each one of them to be as fit
as possible. The lack of any positive and constructive drive
towards good health is clearly exemplified by the activities of
the sick visitor,

Approved Societies in conflict with doctors over particular
patients may refer them for examination to the Regional Medical
Officers, who are full-time salaried officers employed by the
Ministry. They have usually had Jong experience of general
practice and are not *‘specialists.”” Doctors themselves may
refer patients also, but do so considerably less. In 1938, of a
total of 421,660 references, 420,010 came from Approved Societies
and 1,650 from insurance doctors. Of the total referred, 659,
were women, and as many as 289%, received a final certificate
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before the date fixed for examination. Only 38% (and the
same percentage the previous year) of those referred attended for
examination and werc found to be incapable of work. Even
allowing for some paticnts recciving final certificates before the
examination in the ordinary course of events, for other patients’

relapsing and being too ill to attend for examination, and for

the Regional Medical Officer making some mistakes, there seems
to be too high a proportion of patients whose cases were dubious
enough for referral but who, for one reason or another, did not
have their own doctor’s judgment confirmed. We may see here
a reflection of the difficulties of insurance practice: the doctor’s
economic fear of losing patients, the tremendous pressure of his
work and his professional isolation. The atmosphere of pull-
devil-pull-baker tussle over certification is deplorable, and bad
in all ways for the patients ; it does seem to be one of the
inherent faults of the National Health Insurance system as it is
now organised and administered.

2. Gash Benefit—Ciriticisms of the present cash benefits are so
well known and so generally agreed that it is only necessary here
to give a résumé for the sake of completeness. First, sickness
benefit is entirely insufficient to mdintain the recipient, let alone
his dependants. If when he is sick he has no savings, or no
membership of Sick Club, Slate Club, Friendly Society or Trade
Union nor other source of income, he must apply to the Public
Assistance Committee for help. He or his wife must face
investigation, anxiety and assessment at the moment when
domestic disorganisation and personal distress may be at their
height. Second, when he has been ill six months, and his standard
of living is probably depressed by his illness, and his psychological
condition in need of stimulus rather than discouragement, his
National Health Insurance benefit is arbitrarily reduced. The
injustice and foolishness of this arrangement show the total lack
of any constructive social policy underlying National Health
Insurance. At the point when we should take a firm grip on
the problem and review the whole situation of the sick person
with a view to returning him to the community as a healthy
person as soon as possible, we push him down one stage further
by reducing his income. Further, it is nobody’s business to
enquire after the well-being of the sick man,

Disablement benefit (which follows sickness benefit after 26 weeks
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of payment)} carries with it no ancillary service of occupational
therapy or rehabilitation. Nothing whatsoever is done to explore
the potential capacity of the sick man, who, after all, may be
crippled or chronically sick but nevertheless capable of sharing in
the life of the community and contributing to it within his physical
limitations. Nothing is done to alleviate the isolation of invalidity.

Lastly, maternity bengfit is wasteful, inequitable, unconstructive.
It is supposed to be administered “in the interests of the mother
and child in cash or otherwise by the Approved Society.,” But
the Societies employ no trained staff who will judge what is the
interest of each mother and child. There is no provision for
co-operation between the Approved Societies and the Maternity
and Child Welfare Centres. In practice, the cash benefit is
paid out by the Societies and no questions are asked or stipulations
made. The sum paid, £2 where the husband only is insured,
£4 where ecither the wife only or both husband and wife are
insured, is an arbitrary sum unrelated to any of the needs of
pregnancy or childbirth, “What is it for? Is it compensation for
the loss of the wife’s hypothetical earnings, given whether she
goes to work or not? It is too small a sum for this, and in fact
the pregnant woman who normally earns may suffer real financial
hardship. She may find her employment suspended or ter-
minated on account of pregnancy, and yet her doctor will not
give her (or her Approved Society will not accept) a certificate
for sickness benefit because pregnancy is not technically regarded
as sickness. If she asks the Employment Exchange for work
when she is pregnant or when she is feeding her baby, she may
find that the officials do not consider her “capable of and
available for work,” and she will thus find herself short of a great
deal more than the £2 or £4 of her maternity benefit—a hardship
increased by the legal provision that women shall not go to work
for 4 weeks after their confinement. Alternatively, is the benefit
intended, not for maintenance, but for the purchase of layette,
etc.? If so, why should it be £4 for one woman and f2 for
another? Or is it for the actual cost of the confinement? If so,
why is there no interlocking of National Health Insurance and
local authority services? The discrepancy of charge for services
at confinement is very wide between one authority and another.
There is similar variation of charges for home helps. Maternity
benefit might be for any of these expenses, but it does not seem



NATIONAL HEALTH INSURANCE 107

particularly geared to any of them. It is an anomalous payment
of £4 for some mothers, £2 for others, paid without any con-
structive aim at all. This is the more remarkable as subsidisation
of childbirth bears not only on the physical and mental well-being
of the mother, but on the increasingly important population
problem. It is reasonable that we should do everything possible
to ease the economic deterrent to child-bearing, and that the
community should provide medical and fiursing services for every
mother as a service in kind. The present incidence of maternity
bencfit is unequal ; one insured married woman gets £4, another
£2, but the unmarricd mother gets £2 only if she herself is
insured—not a penny comes to her from her lover’s insurance,
even though she may have more difficulty than a married woman
in maintaining her health and nutrition, and thereby the child’s.
This is one of the major injustices of National Health Insurance;
it is also one of its greatest mistakes. Moreover, everything
already said about the limited incidence of medical benefit
applies to the limited incidence of maternity benefit; the case
for giving financial help to insured mothers applies equally
strongly to all mothers. If the State wants children it should do
everything possible to encourage motherhood.

Coverage and Qualifications—The majority of insured persons
{91% of those entitled to benefit in 1938) are in Approved
Societies. Since the passing of a special Act in 1937,! young
children between the school-leaving age and 16 who are in
insurable employment have also been brought into the scheme.
They are entitled to medical benefit from date of entry into
insurable employment, but they are not entitled to any other
benefit. However, they aré allowed to join Approved Societies,
and this period of membership counts towards qualification for
any additional treatment benefits provided by their respective
Societies. An interesting section of the Act authorises any doctor
having the care of an insured juvenile to ask the local Education
Authority for confidential information from the child’s school
medical card.? This is an improvement on the previous arrange-

! National Health Insurance { Juvenile Contributors and Young Persons) Act, 1937.
* The L.C.C. received between 4th April and 3tst December 1938, 1,739 of such
applications from medical practitioners, analysed as follows : .
Child’s record not traced . . . . . . . 288
Clear of defect at last school medical inspection . . . 427
Minor defects L ”» ”» » )

Major [T » I ” " : ~ - 564
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ments, which left children without any State-provided doctor in
the interval between leaving school and being eligible to enter
insurance. But young people still have no continuity of medical
care;! routine medical examinations ccase when they leave
school, and they are unlikely to go to a doctor again unmtil they
are actually ili, and then the doctor is unlikely to seek out previous
medical information ‘unless there is something markedly ab-
normal. It is also deplorable that children are ineligible for
dental or vision treatment, even if their Societies provide this,
until they have been insured at least 2 years.

If persons have been engaged in insurable employment for not
Jess than 104 weeks and then cease to be so employed, they are
entitled ta become Voluntary Contributors on payment of a sum
equal to both the employer’s and the employee’s contribution
themselves, They are allowed to choose whether they will become
voluntary contributors for Health Insurance or for Pensions or
for both. Their Approved Societies will continue to administer
Health Insurance, but the Ministry of Health will itself look after
their Pensions insurance. Provisions for ““‘free” and ““extended”
insurance periods arc the same for Health Insurance as for
Pensions .Insurance for insured contributors, and are explained
in the chapter on the latter.?

Contributions are “deemed to have been paid” for weeks of
genuine sickness and unemployment, otherwise members falling
into arrears are allowed to make a lump sum paymemnt to their
Societies in cancellation of these arrears, and so become ordinarily
eligible for normal benefits during the following year; failing
this, cash benefits will be suspended or reduced. Cash and
additional benefit provisions are administered by the Approved
Societies, with whom, and not with any Government Depart-
ment, their members have to communicate.

Approved Societies.—Persons entering insurance may choose
between applying for admission to an Approved Society or
becoming Deposit Contributors. If they do the latter, their
contributions are held by the Ministry of Health and they receive
benefits only in proportion to their own contributions paid, so
that the insurance principle does not apply to them at all. They

S 1 Except, in certain circumstances, a routine cxamination by the Factory Certifying

urgeon.
* 5 op.172. -
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do not have the advantage of joining a large insurance pool,
from which persons who have qualified for benefit may draw
out much larger sums than they have paid in. Approved Societies
may refuse to accept persons with a record of such chronic
ill-health or disability that they are likely to be abnormally
burdensome on the funds. For example, sufferers from goitre,
duodenal ulcers or asthma are likely to be rejected. All such
persons may become Deposit Insurance Contributors and be
entitled to full benefits under the Act other than additional
benefits. They are looked after by the Deposit Contributors
Insurance Section of the Ministry of Health, which is financed not
only by contributions but by interest on the Deposit Contributors
Fund and by sums standing to the credit of Deposit Contributors
who die or leave the country. Benefits for Deposit and Deposit
Insurance Contributors are paid out by the Insurance Committees.!

Any body of persons may band themselves together into an
Approved Society in order to administer the money bencfits
under the Act, provided the organisation is not carried on for
profit and that the affairs of the Society are under the absolute
control of the members, i.e. the insured persons, or their delegates,
subject to the approval of the Minister of Health., Actually, the
Minister, or rather the National Health Insurance Joint Com-
mittee, exercises strict control. For example, in 1937 the Joint
Committee asked a Society to submit draft amendments of their
rules. The draft was approved by the Committee but rejected
by the Annual General Meeting of the Society. The Committee
then made an order amending the Society’s rules in accordance
with the draft amendments. In the same year the Committee
appointed a manager to take charge of another Society. However,
these contretemps are rare. '

Approved Societies are of diverse types. The majority are
sponsored by other bodies which run Approved Societies as
separate sections of existing organisations, e.g. Friendly Societies,
Trade Unions, Employers’ Provident Funds, Co-operative
Societies and Industrial Assurance Societies. For a general

! Members of the Armed Forces who belong to Approved Societies have a weekly:
contribution paid for them by their respective services, but maternity bepefit for -
their wives is the only benefit which they may have while actually serving, The
Navy, Army and Air Force Iusurance Fund has been created to stand in place of an
Approved Socicty to men who had not joined one when they joined the forces.

men who are not members of Approved Societies are entitled 1o join the Seamen’s
National Insurance Society.
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history of the development of Approved Socicties and a detailed
account of their administration, readers should see the able and
lucid account in the P.E.P. Report,* which cannot be bettered.
In the controversy which is likely to arise soon about the
Approved Societies we should remember that Societies vary so
greatly both in outlook, in financial position, composition and
size (100 to 1,000,000 members), that one cannot reasonably
generalise about them. All Societies are bound to pay sickness,
disablement and maternity benefit, to comply with the Act and
subsequent Regulations, to submit to Treasury audit, and to have
their funds valued by the Government Valuer every five years.
Beyond that they vary. The Secretary and staff of a small
Friendly Society or the local secretary of a Trade Union Approved
Society will get to know the members, will supplement the
official letter-forms with friendly notes, or will even write, on
their own initiative, explanatory letters to a member who is
impairing his position by obvious misunderstanding of the rules.
They will know the members by name. An Industrial Assurance
Company’s Approved Society, or even a large Benefit Socwty,
knows the members only as numbers. The administration is
- impersonal. If, for example, a member writes a letter about
dental benefit, it will be dealt with among a pile of similar
letters; it may be only related subsequently to any previous
history of, or correspondence with, that member. This may not
matter, but the secretary of a small Society who troubles to look
up previous correspondence, or who happens to remember the
member personally, may frame his answer much more helpfully
' for that particular case. 'This is done so rarely that it is cause -
for pride when it is achieved.

However, the insured person who is tempted to join the
Society whose secretary is locally known as a helpful and interested
fellow may forfeit substantial advantages. That Society may
give few or no additional benefits. At the last Quinquennial
Valuation it may have had either little or no “disposable surplus.”
That is to say, the payment of the general statutory benefits may
have absorbed all its available resources.

3. Additional Benefits.—Additional benefits may be provided
within a fixed range by any Society found, at the Quinguennial

1 Political and Economic Planning, Report on the British Health Services,
1937, Chap. VIL
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Valuation,” to have ‘“‘a disposable surplus.” This means that -
the actuary estimates that there will be an excess of future income
(from contributions, interest, State grants) over liabilities, which
are estimated future cost of statutory benefits and administration.‘
Members must have belonged to the Societies for two or more
years before becoming eligible for additional benefits, but other-
wise the receipt or lack of such benefits is independent of any
action or gualification on the part of the members. If a Society
happens to have a high average age and a high rate of sickness
it will tend to use up more money on statutory benefits and to
have less to spare for additional benefits. An insured person
who joined a Society giving high additional benefits might find
that after the next Valuation it gave considerably less. For
example, a member of a certain Society who, ten years ago,
received £7, the full cost of extensive dental treatment, would
now receive, from the same Society, only half the cost of similar
treatment. From the beneficiaries’ point of view this is a great
weakness. Each Society is responsible for financing its own
additional benefits; members of different Societies, therefore,
not only get dlﬁ”erent benefits for a uniform contribution, but
they may even be entitled to less additional benefit after a long
period of insurance than was due to them after a relatively short
period. As far as the individual members are concerned, the
whole thing is a question of luck. Societies with a preponderance
of members who are in dangerous trades or in occupations giving
rise to sickness naturally spend more money on sickness and
disablement benefif and have less available for additional benefits.
Also, Societies whose members have a bigh rate of unemployment
have proportionately smaller Benefit Funds. Although the Act
makes provision for the Societies’ income to be supplemented
from the Unemployment Arrears Fund in proportion to their
members’ amemployment, this is done at a rate lower than the
rate for actually contributing members. Thus the Societies
whose members most need additional benefits are likely to be
least able to give them, It is heartbreaking for keen secretaries
of small Societies, eager to do the best for their membership, to
find that they can give little or nothing of what members of other
Societies get for the same contribution.

There is a further point about additional benefits. They are

1 After takihg into account its accumulated Benefit Fund.
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dependent on a surplus of income over expenditure. Societies
tend to gain in prestige, and thence, as we shall see, in member-
ship, if they have a reputation for giving good additional benefits.
So they have an incentive to economise on statutory benefits.
In other words, the sooner they can get their sick members back
to work, the better for their funds. The dilemma in which
many Societies thus find themselves is sadly illustrated by a
letter sent out by a certain Society when lt found itself unable
to give any additional benefits:

“As members of the Society, we feel sure you will agree that,
whilst we have to administer the payment of benefits with
very great care, a surplus to allow of increased benefits being
paid could only have been obtained by being harsh in the
administration, and we feel confident that you will endorse
the action of the Management Committee, in dealing with all
benefit claims in a sympathetic manner.

No one regrets the ecnforced withdrawal of tAdditional
Non-Cash benefits more than (the Committee), but those who
have knowledge of the National Health Insurance procedure

. will recognise that the present position is a matter outside
their control.”

Actually, the factors governing the provision of additional
benefits are not generally known among contributors; for
example, a recent experiment showed that of twenty women
clerks only one knew that variations in additional benefits were
not the result of the ““meanness” of some Societies! It is not
really surprising that the majority of Societies do strongly press
sick members “to get well,” i.e. “off the panel.” As an objective
fact this is desirable, but the motivation, considered socially or
psychologically, is wrong. Sick persons are pressed to get well
by a body which- is inherently uninterested in that person’s
physical or mental well-being as such; they are pressed to get
well because they are an expense when they are ill. There is
no hint in the administration which might tell the sick that the
whole community is interested in their recovery so that they
may once more be able to play an active part in the national
life. There is nothing constructive in National Health adminis-
tration. The sick are told, negatively, that they are required
not to be sick; they are never told that they are needed,
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positively, to be healthy, alert, co-operative members of the
State.

Additional benefits are classified as Cash or Treatment benefits,
The former may be supplementation of sickness, disablement or
maternity benefit, or the payment of sickness bencfit from the
first instead of the fourth day of incapacity. Treatment bencfits
are those which are shown in the following table. Approved
Societies choose how they will use their disposable surplus for
additional benefits within the permitted range, so that there are
wide divergencies of practice, some Socicties paying generously
on a few benefits, others making provision for some assistance
throughout the range, but not lavishly. As the P.E.P. Report,!
which deals admirably with this whole question, emphasises,
benefit is not transferable, and an insured person who wants to
change his Society, or Branch, when he moves to another district,
will have to qualify all over again in the new unit.

Provisions For TREATMENT ADDITIONAL BENEFIT, 19392

| Number | Approximate _Ajmua.l
: Name of Benefit and Statutory £ N?p bershi Am
i Number. Sch:me.s. ceg:'crcd. i allocm.
, ‘
|
| Dental . . {No. 9) | 4,834 | 11,786,000 | £2,265,854
i Ophthalmic . {No. 14} | 4,821 | 10,050,000 564,223
, Convalescent Homes (No. 11) | 2,603 | 10,796,000 216,640
| Medical and surgical
; applances . (No. 13) | 3,968 | 11,348,000 203,207
Hospitals . . (No. 10) | 2,246 | 1,606,000 go,892

I Want or distress . (No. 5) 728 | 6,160,000 37,060
i A;}proved Charitable
j nstitutions . . (No. 16) 393 | 7,533,000 33,748
! Nursing . . . {No. 15) 643 | 6,396,000 31,273
' Convalescent home .

premmises . {No. 12) 20 614,000 28,589
: Infection . . (No. 6) gz | 3,875,000 5,570
- Convalescent  Allow-

ances | . (No. 4) 53 433,000 2,340
| Total £3:479,396

In 1939, 729 of members of Approved Socicties were entitled to
cash additional benefits, and 91%, to treatment additional benefits:

! Political and Economic Planning, ap. cit., p. 207.
* Ministry of Health, Annual Report, 1938-39, Cmd. 6089, p. 149.




114 . S0CIAL SECURITY

The following table, which supplements a similar, but earlier,
one in the P.E. P Report, shows the disparity between typical
Societies :

AppiTioNaL BENEFIT ARRANGEMENTS, 1942

BENEFITS, . SOCIETTES.
T :Fr.Z _\_mrrnae ! Trade | 1 -
. d Local
Union S
(Quoted here for Siched. J(unmued) (Sedestary). | ¥riendly. g{sfmnq
. > y
Mehtar, | Mebars. { bers, | Memoen. .
Sickness increase S 1 Nil ‘ 5/~ 2/- 3f-—
Disablement incresse . * Nil Nil i 2/6 I}~ 1/6
;ia&e;mry ;_lncre;se . Wil Nil ' éjl 4.'— [V
£ t — — s —_
Dental . o0 o W Nt | o7s% of comt | 59% of cost | 509 of comt
Ophthalmic Nil Nil ] }‘5 ull cost of | Treayment reatinent 0 [
\ : ' trestmment and ¢ to 3 gns. | gns. i
R ke
Want or Distress ! NI | Nil \ Yes , . Yes s
Convalescent home Ni) ; Ny i h'lf;ravelluw and | Nil ! 'I}'Inmﬁlnnmoc
aintenance 1o . Travelling to
5 ) l . i fooi-pw. | . | 20/~
Hospital . . . ‘ Nil Nil \ Mlguulenance, i Nil i Nit
reatment, !
i ‘ Tra\.ellmg to !
| R |
Medical snd Surgical | Nil Nil ‘ s | ma Coat to £1,
Appliances | J f abo];:f;r:thm |
| ! i max. £2 10
Nursing . iON1 | Ni Full cost | Ni | Fullcost |
Infection . | Nil ! Nil | Nil ! Nio-
Charitsble Institutions i , Yes " Yo o Yu |
1

Nil { Nil

Dental and Ophthalmic Bmeﬁt.wThosc additional benefits most
frequently provided are both administered by Approved Societies
in conjunction with specially appointed bodies —- the Dental
Benefit Council and the Ophthalmic Benefit Approved Com-
mittee. Maximum fees for dental treatment to insured persons
are laid down by the Regulations, but it is important to note that
dental benefit may only be provided by Approved Societies
whose surplus funds permit of the payment of not less than
50% of the total cost of treatment. Members of Societies with
insufficient surplus are entitled to no dental treatment. But
even among those who are entitled to treatment many fail to
procure it, for the majority of Societies expect their members
to pay half the cost. The British Dental Association ® quotes
a pre-war enquiry in sample industrial districts which showed

' Membership at Fourth Valuation,

* British Dental Association : Memorandum to the Interdepartmental Com-
mittee on Social Insurance and Allied Services, 1942.
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that “from 5 to 509, of insured persons applying and eligible
for Dental Benefit are unable to proceed with treatment owing
to their inability to pay their proportion of the cost.” These
defects in the insurance provisions contribute to the general
dental neglect among adults, and it is not surprising that the
Association reports an unduly high proportion of dentures and
extractions among insurance patients when these do eventually
reach the dentist’s chair. All the circumstances of insurance
dental treatment discourages first-class work: the patient obtains
a Dental Letter from his Approved Society on which the dental
surgeon must fill in details of all treatment required, The
Society then states how much grant it will make towards the
treatment indicated. The dentist must make his estimate before
he does any work in the mouth at all, and rely on the patient’s
good sense to return quickly for treatment to begin; only very
rarely can Approved Societies be persnaded to pay for (or to
permit the member to pay for) X-ray examination for help in
initial diagnosis. . .

The Ophthalmic Benefit Approved Committee is composed of
representatives of orgamsations of Approved Societies and of
opticians, Tt was set up in 1937, and then prepared, and now
keeps current, a list of about 10,800 optical firms and opticians
through whom insured persons entitled to ophthalmic benefit
may procure glasses. This is a great advantage, as there is no
professional organisation or State registration of opticians as of
dentists, and it is extremely difficult for members of the public
to know whether a self-styled optician is genuine or bogus.
Approved Societies must adopt a scale of charges drawn up by
the Committee, and are not allowed to make any grant towards
the cost of glasses if it exceeds that scale. Spectacle frames so
supplied must conform to standards laid down by the Committee,
and will then be marked “O.A.B.C.”; they may only be
manufactured under licence from the Committee when the
pattern has been passed by its technical sub-committee. In
1938, samples manufactured by 85 firms were passed. Of
course, obtaining glasses is the final process in the treatment
of bad sight; examination, treatment, prescription, come first.
The Regulations allow of 2 routine vision test by the optician,
but examination by an oculist is only permitted on medical
fecommendation. ]t is extraordinary that when, for example,
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the London School Medical Service frowns upon parents who
buy their children spectacles from opticians and encourages them
to consult an oculist, National Health Insurance, into which the
children pass when they go to work, provides a service of opticians
only, except for special cases. Insured persons obtain ophthalmic
benefit in the same way as dental treatment—they verify their
title to benefit and procure an estimate from the optician; the
Societies then tell the optician how much they will contribute
towards the cost, . ]

Other additional benefits are provided less frequently than
dental and ophthalmic. Convalescent benefit is generally paxd
as a cash contribution towards the cost of maintenance in a
convalescent home, but Societies are also allowed to build and
maintain their own convalescent premises, and to make special
out-of-pocket allowances to persons convalescing. These allow-
ances, those to insured persons unable to go to work because they
are in quarantine, and discretionary grants to members in want
or distress, are paid direct to the member in cash. The other
so-called treatment benefits are contributions towards the cost
of specific treatment or appliances, but do not involve actual
provision of these services by the Approved Socicties except in
the rare case of the building and maintenance of a convalescent
_home. There is no way for insured persons to obtain specialist
treatment under the Act other than that of dental and ophthalmic
surgeons. It is true that, one way and another, through voluntary
or municipal hospitals, citizens, whether insured or not, can
eventually be seen by relevant specialists, but there is no co-
ordinated system for the provision of specialist services. Somebody
with, for example, a diseased leg may be referred to a hospital
by his insurance doctor. The hospital will assess him for cost
of maintenance and treatment; perhaps his Society will pay
this; if his leg is amputated he may find that his Approved
Society may or may not help him with an artificial leg. If it
docs not, he will have to raise the money himself or hope to get
it through the Surgical Aid Society, the Charity Organisation
Society or from the Samaritan Fund of the Hospital. The hit-
or-miss administration of additional benefits is one of the worst
aspects of the Act.

Membership of Approved Societies.—At the Valuation, Approved
Societies are classified as having a Disposable Surplus, a Non-
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Disposable Surplus, Equality of Assets and Liabilities, and De-
ficiency. The total membership of Societies in the three latter
categories has dropped; that of the former has increased. If the
same trend continuecs, as it logically should, the Fifth Valuation,
when it is completed, is likely to show continuing concentration of
membership in Societies able to provide more additional benefits.

CRANGES oF MEMBERSHIP RETWEEN THIRD AND FOURTH
VArLvaTion }

ToraL MEMBERSHIP.
Position of Societies | __ . _ Increase or

at 4th Valuation. ard Valuation. | 4th Valuation. Decrease.

1Disposable Surplus | 11,588,144 | 19,811,266 + 8,223,122
Non-Disposable

Surplus . . 704,011 681,019 - 22,992 |4
Equality of Assets
and Liabilities . 733,999 694,401 - .139,598
[Deﬁciency . . 750,231 642,324 - 116,907

The conditions which were formerly thought to be the main
advantages of the Approved Society system are disappearing.
Large centralised Societies no longer give opportunities for
comradeship among the members; the whole insurance business
i5 much too techmical for the man-in-the-street to organise
and control. Meanwhile, members increasingly resent getting
unequal rights to additional benefits for the same contributions.
Democratic partnership of members in each Society is extinct,
and we have a machine which is impersonal, inflexible and
inequitable in its operations. Originally Lloyd George was
persuaded to initiate this extraordinary method of administering
a public service by the pressure of the Trade Unions and the
Friendly Societies, which claimed that the introduction of
Health Insurance would cut at the oot of the benefit arrange-
ments which they themselves were operating.? He could hardly

! Report of Government Actuary on the Fourth Valuation . . . of Approved
Societies, Cmd. 5496, pp. 26 to 38.

* In spite of Health Insurance Benmefits, the private side of Friendly Societics
Hourish, and do not bear out the contention that a dissolution of Approved Socicties
would wreck their private work ; eg. Total membership of the 33 constituent

Societies in the Nanonal Union of Holloway Friendly Socicties on 31/12/40 was :
Private side, 546,785 ; State side, 461,222,
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have foreseen that twenty years later the Assurance and Collecting
Societies would have a greater total of members than any of
the other groups of Societies, and that they would use their
contacts with Approved Society members to further the interests
of their Industrial Assurance sections. Anyone doubting the
strength of this indictment should read Chapter X1 on Industrial
Assurance for confirmation. ) ’ ‘
Latterly there has also been a drift of insured persons towards
the larger Societies, although, paradoxically, these have a lower
average disposable surplus per head than the smaller Societies.?
(At the Fourth Valuation Industrial Assurance and Collecting
Societies had an average disposable surplus of £1.9. 6. per member
compared with the Trade Unions Societies’ £3.g. 2. This is
thought to result from the generally better employment records
of Trade Unionists compared with the rest of the population,
and, possibly, to the stricter selectivity of their Approved
Societies.) The Report on the Fourth Valuation gives the
following particulars of Approved Society membership :

CoMposITION OF APrPROVED SocCIETIES AT FourTH VALUATION

Numbe.r of | Magimum ! :
Valuations |  Total | CPADEES | 'ag0 Con- | Ideaths | Aftained

é’“'?:gef{m':& (Socu;anu Mg‘l:;et- m cmtr:t;g: 1,000 6'5. per
Branches). - Valuation., | 7 1050 l embers. | pyerbers.

Friendly Socictics

withBranches . | 5524 | 2,326,164 | + 4% | 25-35 7 12
Friendly Societies
without Branches| 689 3,125,029 | + 74% | 16-25 Vi 9
Industrial Assur,

and Collecting

Societies . . 26 4,461,929 | + 609 | 1625 @ 7 7
Trade Unions . 129 1,177,042 | — 35% | 4555 10 iz
Emplaoyers’ Provi- !

dent Funds. .| 67 8031 | — 9% | 4555 | 8 2

* Administrative expenses do not make any difference to amounts of disposable
surplus, as sums for the former are allotted to Societies annually on a per capila basis
(5/— for ordinary members, 2/6 for members in H.M. Forces, 1/11 for juveniles, plus
a proportionate sum for the administration of additional benefits as payable). If a
society’s expense account shows a deficiency it may, incredibly, be required by the
Ministry to impose a levy on its members, non-payment of which will disqualify
them from the receipt of statutory benefit in the next insurance year. Small societies
run into deficiency more frequently than the larger, because they tend to have a
higher salary expense per head of the membership, employing proportionately more
exccutives and less junior clerks. .
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The move is away from the small intimate Society and
towards the big undertaking run on impersonal business lines.
Although under the Act the control of the Societies must be
entirely in the hands of the members, the membership shows
itself decreasingly inclined to bother. Even small Friendly
Societies with their members living close to the office find it
difficult to get people to come to the Annual General Meeting.
Clearly, insurance is one of the things which is so technical
that the average man in the street is willing to leave its
administration to the expert; the principle of self-government
for Approved Societies sounded all right in 1911 .as a means
of preserving the companionable homogeneity of small Friendly
Secieties and Trade Unions, and of curbing the rapacious
tendencies of the Industrial Assurance Companies, but it is
no longer practicable, nor is it desired by the membership.
One of the arguments for maintaining the diversity of size and
type of Society was that the members liked it that way, even
though greater centralisation might be more efficient. Statistics
now show that this contention is out of date. The younger
people are in the centralised Assurance and Friendly Societies
already, and both the local Branches and the Trade Union
Societies have an older average age. Higher average ages
and higher death-rates imply more sickness among the member-
ship, hence greater expenditure of funds on statutory benefit, less
disposable surplus at the next Valuation for additional benefits?
—and loss of membership to Societies able to give more. The
tendency to concentration, once begun, will go on cumulatively.

Resumt *

National Health Insurance attempts to deal with two separate
but related problems—the healing of the sick and their main-
tenance during sickness. Working through the incredibly
clumsy dual mechanism of the Approved Societies and the
Insurance Committees, it provides the limited numbers of the
insured with sums insufficient to mraintain them during sickness,
and it furnishes a medical service which stops short at specialist
treatment. Cash benefits are administered by some 7,000
Approved Societies and Branches ranging in size from 100
0 1,000,000 and giving none, some, or all, of the possible

1 This is mitigated by the operation of the Reserve Values,
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additional benefits at varying rates. Among Approved Spcieties
are those sponsored by Industrial Assurance and Collecting
Societies, which are more efficient, because larger, than the
majority of other Societies, but which can and do canvass for
their members for Industrial Assurance policies, with results
which are described elsewhere. Sickness benefit takes no
account of the dependants of the insured sick person, and when
sickness has lasted six months it is automatically reduced to
disablement benefit at a rate insufficient even to cover the cost
of one man’s food. Maternity benefit, at £4 for some women
and £2 for others, seems unrclated to any of the normal needs
of pregnancy and childbirth,

Medical benefit does not provide a full medical service for
the whole nation. Wives and children of the insured, as weil
as all the uninsured at all income-levels, are excluded from
the scheme. The scheme suffers because it is Beared to the
obsolescent organisation of general practice in this country;
doctors work in professional isolation in which they hawve little
incentive to maintain high quality skill; because of the large
practices they need in order to make a living, and because of
the long hours they must work to look after all these patients,
they have little energy or leisure to keep abreast of modern
medicine. Even if they can summon energy and find time,
they cannot easily study new techniques, for they have normally”
no chance to observe trecatment in hospitals and the insurance
system makes no provision for medical team-work, co-operation
or research. There are no general arrangements for the
co-ordination of municipal health services with the work of
insurance doctors, nor, a serious lack, is ther¢ any provision
~under the Act for the rehabilitation of thosc who have been
sick or injured. The Approved Societies are keen to have
their members rendered ‘‘capable of work™; it is nobody’s
business to carry through the whole treatment process con-
structively until the former patient is happily reinstated in work
which he can do. Medical care is a basic human need; a
healthful community is a basic social need. The present system
gives medical care to less than half the population, and it gives
it under conditions which militate against a first-class service.
It is impossible to see any changes within the existing framewaork
which would remedy these main defects.
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The trouble with National Health Insurance is that, it is not
“national.” Administrative emphasis is on the word “*insurance.”
The sick are considered not as citizens but as insured persons.
The drive for them to recover comes not from the State, which
has a vital need—economic, social, political—for national health,
but from the Approved Societies, which want to cut the cost
of sickness. The whole system is based on an arbitrary dis-
tinction between the insured and the non-insured; for the
latter, unless they are destitute, we provide no general medical
service and no maintenance during sickness. The social policy
of the State should be directed to creating a nation of healthy,
happy, intelligent and politically responsible individuals; at
no point is National Health Insurance related to this conception
of communal ideals. - No amount of patching and improving
can give the present system the necessary change of aim. The
scheme which was remarkably progressive thirty years ago has-
not moved forward with the times and now is obsolete. Health
Insurance has served its turn,



Chapter 1V

UNEMPLOYMENT INSURANCE
By CLARA D. RACKHAM

IT was in the year 1911 that, for the first time, some security
against the disaster of unemployment was provided by Act
of Parliament. It is true that the security went a very little
way. The weekly bencfit was 7/- payable for not more than
15 weeks in the year, and the scheme only applied to a few
selected trades covering about 2% million workers. In the
thirty years which have passed since these early beginnings,
frequent changes and extensions have taken place. But one
basic principle has remained throughout. It is a contributory
scheme, financed by weekly contributions from employers and
workpeople, supplemented by a grant from the National Exchequer.

There are now about 15 million persons compulsorily insured
against unemployment, Certain weekly wage-carners are
excluded as being in excepted employments, namely, private
domestic servants, hospital nurses, members of the Armed
Forces, civil servants, local government employees, police,
teachers, non-manual (that is “black-coated”) workers earning
more than £420 a year, and also the employees of railways and
public utilities whose employment is permanent in character.
It will be seen that, generally speaking, these workers are in
regular employment, and are thus in the happy position of
neither suffering at any time from loss of wages nor from any
deductions from their wages as contributions to the Insurance
Fund. It does not seem on the face of it a very sound basis
for an insurance scheme thus to exclude the “‘good” lives and
to carry the “bad’ ones.

Contributions are payable by means of weekly stamps affixed
to unemployment books. The employer stamps the books at
the time that wages are paid, and is entitled to deduct the
employee’s contribution (an equal sum to his own) from his
wage. There is, however, an exception to this. If the employee
obtains a certificate of exemption, the employer pays his own

contribution but the employee does not contribute and is not
12
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cligible for benefit if unemployed. A certificate can be obtained
by pensioners, persons mainly dependent for their livelihood on
some other person or on a non-insurable occupation, and certain
seasonal workers. The same rule applies to men over 65 and to
women over 60, No contributions are payable in respect of any
blind person in receipt of a pension under the Old Age Pension
Act, 1936. Any employer who fails to stamp the cards of his
employees is liable to a penalty on summary conviction. Con-
tributions are payable for every employed person from his
entering industry at the age of 14, but no benefit is payable for
young persons until they reach the age of 16. If a boy or girl
continues his or her education after the statutory school-leaving
age, he or she can be credited with contributions—that is, 10
contributions for from 12 to 18 months at school, 15 for 18 to 24,
and 20 for 24 months or more. It may also be mentioned here
that members of the Armed Forces on leaving the Services are
credited with the number of contributions they would have
had if they had been in civilian employment, thus giving them
the right to draw benefit at once if unemployed. A contribution
must be paid every week during which a person is employed—
that is, if he works on one day in the week only, the stamp must
be affixed, unless the employment is for less than four hours.
(Where, by reason of the present war, employment does not
exceed 30 hours per week, contributions are not payable.)

There are different rates of contribution for the general body
of employed persons and for those employed in agriculture,
horticulture or forestry. These latter are insured under a
separate scheme which differs in many respects from the general
scheme. The present Tates of contribution (employee’s share)
are as follows:

General Scheme

- Males. Females.

Aged 21 but under 65 (women, 60) . 10d. od.

sy I8 5, 21 . . . od 8d.

” 16 L1 LH] 18 ' M . Sd. 4id'
Under 16 . . . . . aod, ad.

Agricultural Scheme '

Aged 21 but under 65 (women, 60) .  3id. ad,

b3 ] 18 L] LH] 21 . ' ' Sd' Qid'

» 16, ,, 18 . . . ad, 1id.

Under 16 . . . . . 1fd. 1d.
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Besides the employer and the workman, the State also makes
a contribution to the Fund on behalf of every insured person.
This contribution is at present equal to that of each of the other
two parties but this has not always been the case and the pro-
portion paid by the State has differed widely from time to time.

When an insured person falls out of work, he receives his
unemployment book fram his employer, lodges it at the Employ-
ment Exchange, and puts in his claim for benchit. He must
fulfil certain conditions if he is to make good his claim. His
book must show 30 contributions in the last -two years (2o if
he is in the agricultural scheme), but there are certain exceptions
to this. He need only show 10 contributions if his lack of
employment was due to war disability, while periods of sickness
or of work in some excepted employment are also taken into
account. He must be genuinely unemployed—that is, he must
do no work except a part-time job such as evening work which °
can be done by a person who is also in full-time employment.
He must be capable of and available for work, and he must
attend a course of training if required to do so.

The expression ‘““‘capable of and available for work™ requires
some further explanation. “Capable of*’ refers to the physical
capacity of the worker, not his capability in terms of efﬁmency
or competence. A claimant need not be capable of work in
the particular occupation he has previously followed, but he
must be capable of doing work of a kind he is reasonably likely
to get, and of doing it in the ordinary way and under ordinary
conditions. He may be called upon to produce a medical
certificate to this effect. A blind person may be regarded as
capable of work if he has had insurablé employment since he
became blind. It is difficult to define exactly what is meant
by availability for work, but, briefly, a claimant must be
prepared to accept at once any offer of suitabld employment
which is brought to his notice. If a woman claimant has made
no arrangements for the care of her children, she may be
regarded as not available and disallowed benefit. A person who
is absent from home may be allowed benefit if he makes arrange-
ments for his immediate recall in the event of an offer of work.
If a claimant is refused benefit under this condition, his applica-
tion can be reviewed from tlrnc to time at intervals of not less
than six weeks.
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The claimant has to wait three days before he becomes en-
titled to benefit. Benefit is not payable for isolated days of
unemployment but for any two days of uncmployment in one
week.

The present weekly rates of benefit are as follows:

General icultural

Scheme, heme,
Men aged 21 but under 65 . . i 2o/- 18/-
Young men aged 18 but under 21 . a1b/- 15/-
Boys aged 17 but under 18 ., . . 9/- 7/6
Boys under 17 . . . o/-. 5~
Wornen aged 21 but under 6o . . 1B/- 15/
Young women aged 18 but under 21 . 14/~ 12f-
Girls aged 17 but under 18 . . . 7/6 6/-
Girls under 17 . ‘gf- 4/~
Dependant’s Benefit for an adult dc-
pendant . . 10f- 9/-
For first two depcndcnt chlldrcn . 4/- each 4/- each
For subsequent children . . 3/~ each 3/~ each

It must be noted that the rate of agricuitural benefit must
in no circumstances exceed 41/- per week.

There are elaborate rules defining what is meant by
“dependant.” The following are regarded as dependants of
a claimant: a wife, a husband if he is incapable of supporting
himself, a female housekeeper who has the care of the claimant’s
dependent children either residing with the claimant or employed
by him for not less than 10/- a week, a widowed mother or
stepmother, an unmarried mother, a mother whose husband
18 incapable of supporting her, a father or stepfather unable
to support himself and living with the claimant, children under
14, and children between 14 and 16 if either still at school or
unable to go to school because of some infirmity. In every
case the claimant must show that the dependant is being wholly
or mainly maintained by him, except that when a claimant
and his wife live together it is immaterial whether or not this
is the case, The term “‘child” includes illegitimate children,
stepchildren, brothers and sisters, half and stepbrothcrs and
sisters, and adopted children, adopted not being used in the
strict legal sense but meaning a child whose parent has trans-
ferred his rights to the claimant. No benefit is payable in
respect of a dependant who is in receipt of Unemployment
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Insurance benefit or in regular wage-earning employment or
in an occupation ordinarily carried on for profit. This does
not apply to cases where the earnings or the profits are less
than 10/- a week or where the occupation consists of taking
in one lodger as a member of the family; however, a woman
who makes a practice of taking in boarders is engaged in an
occupation ordinarily carried on for profit. A claimant must
show that a dependant is wholly or mainly maintained by him,
and a man cannot claim dependant’s benefit for his wife if she
is in regular wage-earning employment or is engaged in any
gainful occupation and earning more than 10/- a week.

Benefit is paid to claimants weekly at the Employment
Exchange; claimants are required to sign on at the Exchange
on fixed days and at fixed times each week. This is to signify
that they are available for work. There is, however, one
cxception to these arrangements. Trade unions which make
payments to their unemployed members up to a certain minimum
rate and for at least ten weeks, in the year pay out the State
benefit along with their own. The Minister repays to the
unions the sums which they have disbursed in this way, together
with a contribution towards their expenses in administering
the State benefit. The unions are obliged to have an effective
system of obtaining from employers notification of vacancies
and of passing these on to claimants. Trade unions appreciate
this way of keeping in touch with their unemployed members.

When a claimant starts to draw benefit he begins his benefit
year and can draw benefit for 180 days or 30 weeks. This
applies to the general scheme. Claimants in the agricultural
scheme can only draw for go days or 15 weeks. If a claimant
fulfils the conditions, he can start to draw benefit again at
the beginning of his next benefit year, but he must show to
more contributions since the expiry of the 180 days. A claimant
may of course still be unemployed when he ceases to be eligible
for benefit on account of lack of stamps on his book, but he has
no further claim on the Fund until by a period of employment
he can get back into benefit again. In 1933 (when the number
of days’ benefit that could be drawn was not 180 but 156) a
device was introduced for giving additional days’ benefit to
contributors who had a ‘‘good” employment record. Three
additional days’ benefit could be drawn for every five con-
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tributions paid in respect of the five insurance years preceding
the beginning of the benefit year less one day of benefit for every
eight days of benefit drawn. This device was abolished under
the Unemployment Insurance (Emergency Powers) Act in 1939
and the period extended in every case to 180 days as stated
above, '

There are certain disqualifications for benefit, such as loss of
employment due to a trade dispute, or where the claimant
lost his work through misconduct or voluntary leaving, or where
he does not accept a suitable offer of employment or fails to
carry out reasonable directions given him at the Exchange.
A trade dispute is defined as any dispute between employers
and employees or between employees and employees connected
with the employment of any persons. There must as a rule
(though not universally) be concerted action by the employees;
for example, a dispute between an employee and his employer
as to the price to be paid for a particular job was held not to
be a trade dispute. The General Strike of 1926 was held not
to be a trade dispute in the meaning of the Act as it was not
a dispute between employees and employers but between the
Trades Union Congress General Council and the Government.
A sympathetic strike is a trade dispute. There are certain
modifications of the disqualification. It does not apply if the
claimant can show that the stoppage of work was not due to
a trade dispute at the premises at which he was employed.
Under certain conditions different- departments on the same
premises may be treated as different premises. Difficulty often
arises in determining what is a separate department, and each
case is considered on its merits. Another modification is that
if the claimant during the stoppage of work gets employment
tlsewhere in his own occupation or becomes regularly engaged
In some other occupation, he is not disqualified from drawing
benefit if he again becomes unemployed. There is no provision
as to the period of employment required: benefit was allowed
to a locomotive driver who lost his employment in a colliery
owing to a trade dispute and subsequently got employment
lasting five days with a railway company. Relief is also afforded
to persons who become accidentally involved in a dispute in
which they have no real concern. A claimant must prove that
he is not himself participating in or financing or directly interested
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in the dispute, and that the persons who are so doing do not
include members of his own grade or class of workers.

“Misconduct™ is a question of fact depending on a variety
of circumstances. The main causes of disallowance under this
head have been absence without leave, refusal to do certain
work or to comply with shop rules, bad time-keeping, personal
conduct resulting in neglect of duty. A repetition of mistakes
or acts of negligence may amount to misconduct. Misconduct
outside working hours may cause a disallowance if it renders
the worker unsuitable for his employment; for example, a
conviction of theft might be taken as evidence that the worker
was not to be trusted, though the theft was not committed at
the place of employment. A claimant who loses his employment
through misconduct or voluntarily leaves his employment
without just cause is disqualified from benefit for a period not
exceeding six weeks. The main grounds on which a plea of
just cause may be based are breach of contract of service,
unfavourable conditions and personal circumstances, A claimant
before leaving his employment is expected to make an effort
to remedy his grievances through an appropriate channel. It
is a just cause if an employee leaves his work because of changes
in rates or hours making his conditions less favourable than
he had enjoyed or than those enjoyed by similar workers in the
district. But it is not regarded as a just cause that a member
of a union is required to work with a non-member, or that
women are employed on work regarded by the union as men’s
work, or that the claimant thought that the men with whom
he was required to work were not qualified.

A “‘suitable” offer of employment is carefully defined. Employ-
ment is not regarded as suitable if it is available owing to a trade
dispute or if it is offered on terms less favourable than the
applicant might reasonably expect to obtain. Employment is
not regarded as unsuitable merely because it is in an occupation
other than the applicant’s usual occupation. Considerations of
the applicant’s age, skill and period of unemployment all come
into play. Cases of personal objection to a particular employ-
ment on grounds of conscience or of some infirmity are taken
on their merits. An unemployed person is disqualified from
receiving benefit while he is in receipt of sickness or disablement
benefit under National Health Insurance. Besides these general

-
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conditions, there are certain Regulations, which were passed
in 1931, and which apply to four special classes of persons.
These are known as the Anomalies Regulations, and the four
classes are Part Time, Seasonal, Two Days a Week Workers,
and Married Women. The last is by far the largest class, and
very great numbers of marriecd women, amounting up to the
beginning of the war to nearly 4,000 a month, are disallowed
benefit under this part of the Act. The Regulations apply to
~all married women except those who are deserted by or per-
manently separated from their husbands, or whose husbands
are incapacitated or unemployed and not in receipf®of benefit.
A married woman who is not excepted on these grounds must,
to make good her claim, have had 15 stamps on her book since
marriage, or if she has been married mhore than six months
must have had 8 stamps in the quarter immediately preceding
her claim. If she has not got these stamps to her credit to
show that she has worked since marriage, she is called upon
to prove {a) that she is a normal insured worker and will normally
live by insurable employment, and also (&) that she is reasonably
likely to get insured work or that her chances of doing so are
not less than they would have been if she had been single.
It is obvious that these conditions are very difficult to prove,
and that in attempts to prove (a) by detailing her efforts to get
work a claimant is likely to injure her chances of proving (b),
because it is clear that her efforts, however strenuous, have
been unsuccessful. It is not surprising that the injustice of these
Regulations is keenly felt; they were conceived in panic and have
caused continual friction, and it is satisfactory to note that the
Unemployment Insurance Statutory Committee has recently
recommended that an enquiry should be held into their working.

The procedure for determining claims is as follows. Every
Employment Exchange has its Insurance Officer, and he has
authority to allow the claim. He may himself disallow it on
the grounds that the requisite number of contributions have
not been paid. Until the outbreak of the present war a dis-
allowance on any other of the grounds detailed above had to
be referred for decision to the Court of Referees. In the last
complete pre-war year, 1938, no less than 462,204 cases were
thus referred, and there were also 37,823 cases in which the
claimant appealed against the disallowance which had been

H
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imposed by the Insurance Officer, On the outbreak of war,
with the object of reducing the work of the Courts, a modification
was introduced and all cases are now decided in the first instance
by the Insurance Officer, the claimant having the right of
appeal from his decision to the Court. From the figures given
above it will be seen that the Court occupies a vital position in
the administration of the Insurance Act, as in ordinary times
all doubtful claims come before it. '

The Court consists of a paid independent Chairman, usually
a lawyer, appointed by the Ministry of Labour, one member
representi® the employers and one the insured contributors.
Decisions are made by majority vote or, if an even number are
present, the paid Chairman has a casting vote. The claimant
has a right to bring with him to the Court a personal friend or
his trade union representative, but not a solicitor or a barrister.
The Court is not the final arbiter. The Insurance Officer or
the claimant’s trade union may appeal against its decisions,
or the claimant himself may appeal if the Chairman gives him
leave to do so or if the decision of the Court was not unanimous.
The appeal lies to the Umpire—a superior tribunal, appointed
by the Minister—whose decisions are final. Only about 19, of
the cases coming before the Court of Referees appeal to the
Umpire. It may be added that, while the Chairman of the
Court may be a man or a woman, it is arranged, wherever
possible, that women members sit when women’s cases come
before the Court, and vice versa.

It was stated above that one of the conditions of drawing
benefit was that the claimant should attend a course of training
if required to do so. For juveniles under 18 these courses are
provided by the Local Education Authority, and unemployed
juveniles may be compelled to attend them whether they are
claiming benefit or not. “A grant is made from the Unemploy-
ment Fund towards the cost of the Junior Instruction Centres.
For those over 18, training courses may be provided by the
Minister, and the Insurance Officer decides whether a claimant
is to attend. But the Insurance Officer cannot require a person
over 18 to attend a training course unless the question has first
been considered by a local Board of Assessors, who examine each
case referred to them and recommend whether the claimant
should be required to attend or not. The claimant has no
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right of appeal to the Court of Referees or to the Umpire, but,
if he refuses to attend, his claim for benefit is referred to the
Court. Cases are also referred to the Assessors in which a
claimant has left -the training course for insufficient reasons
or has been expelled for misbehaviour. The training afforded
is of two types: (1) a course of about six’ months’ training in
a particular occupation of a skilled or semi-skilled character,
and {2) about twélve weeks, not in a particular occupation,
but with the object of restoring physique and morale, It is
only in the case of the second type that attendance may be
required as a condition of benefit. It is felt to be impossible
to compel unwilling trainees to acquire some degree of skill
in a period which is so short that keenness and ce-operation
are essential to success.

Mention has already been made of the Unemployment Fund.
Into this are paid all contributions from employers, work-
people and the State, and out of it are paid all benefits and
costs of administration. A separate Fund is kept for Agricultural
Insurance. By the 1934 Act the Fund was burdened with the
repayment of the debt which was incurred after 1921 but mainly
during the heavy depression of 1g3o and 1931 when the cost
of benefit far exceeded the amount paid into the Fund as con-
tributions. In 1932 the debt had reached its peak in the sum
of £115,000,000. Under the 1934 Act the Unemployment
Insurance Statutory Committee was set up, one of its duties
being to examine the finances of the Fund and to report annually
upon them to the Minister. The Committee was charged with
the duty of repaying the debt out of the Fund at the rate of
£5,000,000 a year, with interest after 5 years at 349%,. If this
rate had been persisted in, the debt would not have been paid
til 1g71. In 1938 the Committee obtained new powers of.
debt reduction, and under these the debt was reduced to
£81,000,000. Aided by a great increase in employment, the
Committee was able to achieve the final repayment of the
debt on gist March 1941. It will be seen that since 1932 huge
sums have been taken from the contributions of insured persons
and instead of being used to increase their benefits have been
taken to repay to the Exchequer the money which had to be
found in some way to maintain the unemployed in the great
depression of ten years ago. The Fund is now (October 1g942)
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amassing credit at an enormous rate, During the first eight
months of 1941 the income was £52,000,000 and the expenditure
just under £11,000,000. By October 1942 the credit balance
amounted to £145,000,000. Its size is affected, not only by the
smaller amount paid out in benefit, but also because there is
now, as stated above, no debt charge to meet. It is probable
that the policy is now to build up strong reserves in expecta-
tion of the heavy calls that will be made on the Fund in the
transition period after the war.

The Unemployment Insurance Statutory Committee consists
of a Chairman (Sir W. Beveridge) and' five other members,
three men and two women. Two of the members are appointed
after consultation with employers’ and workers’ organisations
respectively. The Committee is required to advise the Minister
of Labour on the administration of the scheme, and to report
on Regulations proposed by the Minister. The Committee has
to decide how much of any disposable surplus in the Fund shall
be spent and how much shall be held in reserve to meet future
demands. It has also to recommend amendments in the law
if the Fund is likely to be insufficient to meet demands made
upon it. The Committee has therefore to be endowed with
the gift of prophecy and to anticipate the future condition of
the Fund. It has also to recommend the method by which
any disposable balance shall be spent. Besides increases in
benefit, the Committee recommended in 1937 the reduction
of the waiting period from six to threc days, and quite recently
it recommended that an enquiry should be held into its further
reduction. Coniributions were reduced in 1936 because of the
improved position, but in August 1940 they were raised again
by one penny a week, with a view to building up a reserve
to meet a probable increase in unemployment at the end of
the war. It will be seen that the Statutory Committee has
very large powers: the intention in setting up the Committee
was to relieve the Minister of detailed responsibility, and to

“take the unemployed out of politics.”

It is important, finally, to draw attention to some of the salient
features of the scheme:

(1) In periods of unemployment a heavy strain is placed
upon the Employment Exchanges in their task of administering
the Insurance scheme. Between 1920 and 1930, when unem-
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ployment was much less severe than it was to be in the next
few years, the weekly payments of benefit averaged one million;
every year the number of claimants was over four million and
the total of new and old claims in each year was about ten
million. The position is made more difficult by the large -
proportion of temporary staff employed in the Exchanges—
over 60% in 1g932. It is a question whether, under these
conditions, it is possible for the Exchanges to carry out, as
adequately as they should, their primary function of collecting
and furnishing information respecting employers who desire
to engage workpeople and workpeople who seek employment.
The more efficiently the Exchanges are enabled by the provision
of adequate and permanent staff and suitable accommodation
to fulfi] this task, the smaller will be the number of claims for
benefit with which they will have to deal. '

(2) While benefit s paid during unemployment to millions
of persons, it is yet inadequate to meet needs. It never has been
adequate, and those who originated the scheme did not consider
that it nced be so. It was to be a help to men who needed
“tiding over” until they found work again. Nor have recent
increases in benefit kept pace with the increased cost of living.
In September 1939, for a man, wife and three children benefit
was 36/- a week; it is now 41/-, an increase of 14%,. During
the same period the cost of living has risen 29%,. And children’s
benefit is still only 3/- a week for each child after the first two,
for whom it is 4/-, both totally inadequate sums on which to
mamtain a child,

(3} Though the scheme is called Insurance against Unemploy-
ment, yet benefit is not payable during the whole period of
unemployment, An insured person may exhaust his benefit
while still as genuinely unemployed as the day on which he
started to draw it. He must then make application for an
allowance from the Unemployment Assistance Board, and is
subject to the modified means test now in force.

{4) The scheme cannot be described as “self-supporting® in
any ordinary sense of the word, as it is partly financed by a
State contribution which has varied from time to time in its
proportion to other contributions. It is obvious, therefore, that
the “solvency™ or otherwise of the Fund could be affected by
the amount of the State contribution.
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(5) Discontent has often been expressed at the lower rates
of benefit for women and girls as compared with those for men
and boys, even though the lower benefit is accompanied by
lower rates of contribution. In 1935 Mrs. Stocks, a member
- of the Unemployment Insurance Statutory Committee, appended
a note to the Committee’s Report, urging that the existing
differentiation should come to an end and giving it as her opinion
that women were ready to pay an equal contribution with men
if they could receive equal benefits. The Trades Union Congress
also proposed to the Committee in 1937 equality in both
" contributions and benefits. It may also be noted here that
the Insurance Fund benefits greatly from the women con-
tributors. Women pay steadily into the Fund while single,
and large numbers leave industry on marriage and make no
further claim. Others who wish to remain in industry are, as
has been shown, subjected to special Regulations which deprive
thousands of them of benefit. They suffer from unemployment
far less than men. In 1932, when unemployment was at its
height, the percentage of women unemployed was barely half
that of men. Their unemployment is also of much briefer
duration. A much larger proportion are disallowed benefit
by the Courts of Referees, and this apart from the disallowances
under the Anomalies’ Regulations. A larger proportion are
signing on at the Exchanges and drawing no benefit. The
result is, of course, that the relation of benefit to contribution
is much more favourable in their case than that of men. This
does not take into account dependants’ benefit, which is to an
overwhelming extent drawn by men. Dependants’ benefit
raises an interesting point in this connection. Women are
required to contribute to the cost though the amount they
draw is infinitesimal compared with men. It is true that the
majority of insured women become the wives of insured men
and thus attract dependants’ benefit, but other women attract
it also though they have never been insured contributors. The
position is a further illustration of the inconsistency of insurance
and of regarding the contribution as a premium.



Chapter V

THE ASSISTANCE BOARD
By JOAN SIMEON CLARKE

Tue Assistance Board (formerly the Unemployment Assistance
Board) is one of the major social experiments of the century,
It is, in plain terms, a nation-wide relief agency administering
needs payments according to uniform scales. It was originally
designed to assist the long-term unemployed, the burden of
whom, spread unevenly over the country, local rates were unable
to support. The two underlying principles were that there
should be national rather than local responsibility for the victims
of national disaster, and uniformity of treatment of such victims.
Since the Board was formed, a second national calamity, worse
than the slump, has swept over the country—war. Many
citizens have been reduced to penury. It was logical that the
same principles should also apply to them, and that the Board
should be specially empowered to administer the scheme for the
prevention and relief of distress arising as a result of war.
Although formerly the Board was an agency specialising in the
assistance of the unemployed, it now deals with other categories,
including the aged. As a swift-working, well-organised, centrally
controlled body, the Board is the obvious choice when the
Government is looking for an agency to administer or to enquire
into the need for payments to fresh groups of citizens. The
Board can be relied upon to undertake new work quickly, and
to act uniformly throughout the land. So important is the
Board today that there can be no informed discussion of the
reconstruction of the social services without an understanding of
the functions, organisation, achievements and deficiencies of
the Assistance Board.

CREATION OF THE UNEMPLOYMENT ASSISTANCE BOARD

Before the Board was formed in 1934, the long-term unem-
ployed had been receiving assistance under what was known as
the Transitional Payments scheme, administered according to
their diverse standards by the local authorities. Unemployment
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Insurance had not been designed to support large numbers of
workers for long periods, its Fund had already been supple-
mented by the Exchequer and the benefit period extended, but
even so the scheme was plainly useless for coping with the unem- -
ployment problem of the slump unless it was radically altered.
The Transitional Payments scheme was brought into being by
an Order in Council made in the autumn of 1931, and introduced
the means test as a principle in the relief of poverty due to long-
period unemployment. It directed local authorities to make
payments in accordance with their Public Assistance scales to
unemployed whose right to benefit had been exhausted. The
maximum scale was the prevailing rate of Unemployment
Insurance Benefit. The Exchequer financed the scheme. In
practice, few local authorities restricted payment to their Public
Assistance scale and there came into being Transitional Payment
scales which generally approximated to the benefit rate. Durham
County Council refused to operate the scheme at all, and Tran-
sitional Payment Commissioners were appointed for that county;
other local authorities were occasionally threatened with
supersession.

In 1930 the Royal Commission on Unemployment Insurance
was set up, to make recommendations with regard to:

(1) the future scope of the Unemployment Insurance scheme,
“the provisions which it should contain and the means
by which it may be made solvent and self-supporting”;
and

(2} ““the arrangements which should be made outside the
scheme for the unemployed who are capable of and
available for work.”

The second of the terms of reference of the Commission was
thus based on the assumption that certain unemployed workers
would be outside the scope of the Insurance scheme. The
Majority Report accepts this assumption and recommends that
those outside the scope of Insurance should be maintained from
national moneys administered under the control of the Ministry
of Labour by ad hoc Committees of the local authorities according
to a national standard., It also states that for these persons
maintenance should be in accordance with needs, i.e. it accepts
the principle of the means test for thogc who have run out of
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benefit. The Minority Report rejects the assumption implied
in the terms of reference:

“The conception is one of an Insurance scheme limited in
scope and paying benefit for a fixed number of weeks, and
ceasing to pay it to those who are still unemployed at the end
of that time. Such a scheme divides the unemployed into two
classes, one drawing benefit as of right, and the other denied
any rlght and compelled to seek relief in some form outsuie
the scheme.” 1 -

“Such a division of the unemployed, based on the amount of
their unemployment, has no basis in any real difference among
them and must always appear inequitable to the unemployed
themselves,”” #

The proposals of the Minority Report are for a scheme
financed by employers, employees and the Exchequer, but not
by local authorities.

“It would continue to pay benefit at a fixed rate to the
unemployed worker for as long as he remained unemployed
and free from disqualification and disallowance. There is no
reason for the imposition of a means test at the end of a
specified period.”

These proposals of the Minority Report were ignored. They
were in fundamental opposition to the fixed policy implied
in the terms of reference of the Commission, and were signed
by the two Socialist members of that Commission. Their
proposals were for an unlimited extension of the benefit period,
involving heavy Exchequer subsidising of the Unemployment
Fund. They were opposed to any difference of treatment
of short- and long-time unemployed which might seem to
discriminate against the latter, and held that, as long as employ-
ability was maintained, payments to the unemployed should be
given uniformly, as of right, and without test of means. The
principles of the Minoxity have been disregarded, but they
Tepresent a point of view applicable to other forms of social
insurance—Health and Pensions—which is still heard, but which

! Royal Commission on lUncmployment Insurance, Final Report, Cmd. 4185,

Mmomy Repart 8,
 ibid, p. 48, » P 393.
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. reached maximum volume during the years of discussion about
the unemployed. The question was: Should social insurance
rights be so limited that it is necessary to have an Assistance service to
supplement and prolong benefit, or should participation in social insurance
give title to full maintenance as long as necessary?

The Assistance Board was created on the assumption that
social insurance benefits must be limited both in amount and
in duration, and that therefore it was necessary to have a net
in which to catch those who had run out of benefit.! The
Majority of the Royal Commission had agreed with this
assumption. They had, however, stated definitely that a central
body should not be set up for the administration of Unemploy-
ment Assistance, which should be administered by local
authorities under the supervision of the Ministry of Labour and
in close co-operation with the Employment Exchanges. They
particularly emphasised that the Ministry of Labour should be the
authority for supervising the Assistance administration, because—

“The arrangements are intended for workers who are still
clearly within the industrial field and for those alone. .. .”

“No other department can properly accept this responsibility
or attempt to undertake the task.” ?

- The Majority took the trouble to be particularly explicit
about this:

“If the responsibility for this scheme of monetary assistance
to unemployed industrial workers were placed under a central
authority which is concerned mainly with the problems of
need and destitution . . . and removed from daily contact with
industry and employment, we believe that the object of the-
scheme would be lost.” 2

The Government received the reports of the Commission,
ignored the Minority Report, and then proceeded to set up the
Central Authority “concerned mainly with the problems of need
and destitution” against which the Majority had warned them.

The Assistance Board is an ad kec body consisting of chairman
and deputy-chairman, full-time and appointed for seven and
five years respectively, and three salaried part-time members
appointed for three years each, The Board’s spokesman in, the

' And also those whose needs greatly exceeded their benefit money.
! Royal Commission, ep. ¢it., p. 154, ¥ ibid,, p. 154.
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House of Commons is the appropriate Minister,! to whom
questions about the Board’s activities are addressed; these are
answered through the formula, “I am informed by the Assistance
Board.” The members of the Board are not allowed to sit in
Parliament, and the Board’s case is never, therefore, put to
the House by somebody whose close concern it is, Opportunities
for debate are available when the Annual Report is presented, and
when the Board’s Regulations are laid in draft before the Minister
of Labour, who, if he approves of them, eventually lays them
before Parliament as his own draft. If he disapproves -he must
state the reasons for his disapproval in a White Paper presented
to Parliamént simultaneously with the draft Regulations. There
has been “no instance where the Board’s draft has not been
adopted,” 2 During the passage of the Determination of
Needs Act, 1941, the provisions of the Board’s proposed Regula-
tions were for the first time before Parliament during debate
instead of being presented only after the enactment of the Bill.
Collective action by the Board may be criticised in the House,
but not the individual members of the Board. This procedure
makes the Board seem rather remote and inflexible. Popular
outcry may dislodge, or at least call to order, a democratically
clected Minister, but the members of the Board are outside
political life, and they serve their appointed terms irremovable
by the protests of the community. There has rarely been more
furious agitation than at the inception of the Board, and again
in 1938 about the curtailment of Winter Allowances. On each
occasion the Board did alter the policy which had given rise
to the immediate disturbances, but the fact remains that

! The following Ministers answer questions about the Board :

Unemployment Assistance and P.R.D. . Mimster of Labour.
Supplementary Pensions (England and

Wales) - . Minister of Health.

?upp]crﬁx:ﬁntary Pensions (Scot.land) . Secretary of State for Scotland.
njury Allowances .

War Service Grants (Hardsh:pAllowancca) } Minister of Pensions.
War Damage President of Board of Trade.
Dependants’ Allowances

Army . . . . - Sccretary of State for War.

Navy . . . . . . First Lord.

Air Force . L . . Secretary of State for Air.
Overseas Evacuation . . . . Under Secretary of State for the Do~

minions (Chairman of Children’s
Overseas Reception Board),

' Royal Commission on Workmen’s Compensation, Minutes of Evidence, 2315,
28th April 1939.

-
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indignation which would probably have wrecked 2 ministerial
career left the Board still quietly ensconced in their headquarters
at Thames House. The Board was originally put outside direct
Parliamentary control so that it would be able to pursue a line
of policy without being subjected to the shifts and pressure of
political opinion. But public interest in its administration has
never abated, with the twofold result that the Board has been
forced to modify its policy, while the public has remembered
its indignation rather than the Board’s deference to its opinion.
Fury about a Ministry usuaily abates after a scapegoat has been
thrown out in the full light of public excitement; no scapegoat
is thrown from the Board, and the public prowls round it
unappeased. As a result, the good work for which credit is
due (e.g. the speed with which the Board organised the payment
of Supplementary Pensions) is ignored, and any lapses (e.g. the
brusqueness of some of the staff to blitz victims) are magnified
in the public mind. It is astonishing that the Board does not
have a vigorous Public Relations Department. It has neither
Public Relations nor Press Department. Its direct contact with
the public is entirely through its Area Offices, the work of which
will be discussed later, through infrequent speeches of its
Chairman, and through its Advisory Committees and Appeal
Tribunals in a more limited way. Members of the public have
usually an’ anecdotal knowledge of the working of the Board based
on their own experiences or on those of their friends; the broad
lines of the Board’s policy are not officially explained either by
full and accurate Press reports or by frequent statements in the
House. The Board is aloof. Paradoxically this aloof Board
conducts an administration which not only intimately affects
the domestic lives of well over a million persons, but which
touches the core of major political principles, At least part
of the anger which greeted the new Board was the anger of
impotence. The Board seemed unassailable.

The Board opened its original 327 offices in 1935 and staffed
them with 1,210 relatively senior officers, together with some
5,000 investigating clerks. Some of these officials were taken
over from Public Assistance work, the rest were civil servants
transferred from the Ministry of Labour and other branches of
the service. No special training was given to those without
experience of similar work; they all learned the Regulations
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as they went along. They were called upon to administer the
household means test to persons who had previously been receiv-
ing transitional payment on Public Assistance assessments, These
assessments varied all over the country, whereas the Board’s
standard was uniform. Many persons who had been receiving
transitional payments were faced with reduced allowances or
even with *‘nil determinations” from the Board; this was the
cause of the first major outcry against the new administration,
some of whose offices were picketed and windows broken. Under
the “Standstill Order”—the Unemployment Assistance (Tem-
porary Provisions) Act, 1935—this trouble was ameliorated
when applicants were given the higher of the two assessments,!
the * Liquidation of the Standstill” following in 1936 and involv-
ing the gradual reduction during a period of 18 months of higher
Public Assistance assessments to the standard scale. The Board
at first dealt only with those who had already been, or would
have been, on transitional payment, i.e. those whose standard
Unemployment Insurance benefit had already run out. On
1st April 1937 the Board took over unemployed persons who,
though they were ineligible for Unemployment Insurance benefit,
were or had been, insured persons under the Widows’, Orphans’
and Old Age Contributory Pensions Acts, The scope of the
Board for unemployed persons is thus wider than that of Unem-
ployment Insurance. When the war came the Board was four
and a half years old. It had passed through two severe storms,
it had developed cohesion, and it had accustomed the public to
the administration of Assistance by a nation-wide body on a uni-
form scale. It was still dealing exclusively with the unemployed.

At the outbreak of war many persons were suddenly impover-
ished; stall-holders in the Caledonian Market, music-teachers,
landladies, became destitute. Instead of letting them go to the
Public Assistance Committees, thus incurring Poor Law stigma
(as it is thought) and becoming heavily chargeable to the rates
in evacuation areas, the Government empowered the Assistance
Board to help them under the Unemployment Assistance (Emer-
gency Powers) Act, 1939. This Act extends the original Act
to cover any citizen over 16 who can prove that he is in distress
because on account of the war—

! i.c. during the standstill period all cases were assessed under two scales, Unem-
ployment Asstance and the temporary payments scale,
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(1) “he has, or has been, moved from one area to another
under or in pursuance of plans or directions for the trans-
ference of members of the civil population in the event of
war or the imminence of war, prepared, approved or given
by His Majesty’s Government™; or

(2) ““he or some other person on whom he is normally dependent
for support has lost his employment or is unable to follow his
normal occupation or has been otherwise deprived entirely
or to a substantial extent of his normal means of livelihood.”

“P.R.D.,’ as this scheme is called, covers also assistance to

Government evacuees, foreign refugees and Channel Islanders

(if their distress was due to the war), dependants of interned

aliens and the dependants of persons interned by the enemy. -
Under Part II of the Old Age and Widows’ Pensions Act, 1940,

the Board is also empowered to grant Supplementary Pensions -
to persons over 6o years of age who are already in receipt of an
Old Age Pension or a Widow’s Pension.! In addition, the Board
now acts as the agent of other Government Departments where
it has no statutory responsibility; on behalf of the Ministry of
* Pensions it pays Injury Allowances to members of the public
injured by enemy action and to Civil Defenge workers injured
on duty; it acts for the Board of Trade in making advances for
immediate needs arising from war dagiage; it investigates the
home circumstances of Servicemen claiming Dependants’ Allow-
ances, and for the War Service Grants Advisory Committee it
investigates applications for special Hardship Allowances; simi-
larly, the Board investigates on behalf of the Dominion Govern-
ments Dominion soldiers’ claims for allowances for dependants
resident in this country. The Board also reports on the home
circuinstances of parents whose children are evacuated by the
Children’s Overseas Reception Board and who claim inability
to pay the stipulated amount. Finally, under the P.R.D.
scheme the Board assists refugee workers of insurable status who,
when sick or unemployed, are not eligible for Insurance benefit.

Since the war the Board has been charged with the assistance

of three new categorics entirely different from ‘their original
charge, the unemployed, Meanwhile the numbers of unemployed

1 Early in 1943 the Board was empowered to grani Supplementary Pensions to
those widows who have 'dependent children and who are in receipt of a contributory
widow’s pension plus children’s allowances under the Gld Age and Widows' Pensions
Acts (see pp. 173-5). This was formerly a function of the Poor Law,
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persons on its books have dwindled. The situation is curious;
the Board was created to deal exclusively with the industrial
worker, to maintain his employability, and to support him till
he returned to work. The object was to treat these persons as
an industrial problem rather than as primarily a problem of
poverty. We now find the Board dealing with very few unem-
ployed persons, but with large numbers of pensioners who are
altogether outside the industrial field,! and with blitz victims
whose need is unrelated to their occupations or industrial status,
In fact, the Board has become a national Assistance agency. Itis
no longerspecialised. It ig doing ona nation-wide scale what other-
wise Public Assistance Committees would have been doing locally.

ADMINISTRATION

The structure of the Assistance Board, like that of any other
Government Department, is hierarchical. Instead of a Minister
we have the Board itself. Then follows the Secretary to the
Board, with two Principal Assistant Secretaries, followed by
a Headquarters staff of about 108 persons over the rank of
Executive Officer.? As liaisons between Headquarters and the
Districts come 7 Regional Officers and 1 Chief Regional Officer.
There are then g5 District Officers helped by Assistant District
Officers; their work is to supervise the Area Officers and to
help them in any way necessary. There are 570 Area Officers,
A few of them work in the District Officés, but about 500 have
their own Area Offices and staff and are responsible for the actual
day-to-day administration of Assistance, as well as for maintain-
ing contacts both with local leaders of the community and with
other relevant statutory and voluntary bodies. Under the Area
Officers come the Assistance Officers, who act as buffers between
the Area Officers and the lesser queries and supervise the running
of the various sections of the office. They are empowered to
make decisions and to authorise money payments; subject to
any rules which may be made by the Area Officer, the Assistance
Officer decides whether a discretionary addition shall be given,
and if so, for what amount. Next in rank come the Assistance
clerks, who regulate the work of the permanent and temporary

! In 194t the proportion was roughly 100,000 unemployed persons to 1,000,000
pensioners,

* Civil Estimates for the year ending 31st March 1943 : Class V, Section 11,
PP- 90, 93. The figures are only approximate.
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investigating clerks. These latter do most of the interviewing
of applicants inside the office and all of the home visiting, Their
work will be discussed in detail later. Lastly come the unestab-
lished messengers, etc. The whole of this organisation is con-
trolled from Headquarters, which issues both general instructions
and, as necessary, individual decisions. The Area Officers, when
confronted by a problem which no rule seems to cover, consult
their District Officers. The more difficult of these problems,
transmitted upwards, serve to inform Headquarters of situations
for which new rulings are required, such situations often being
discussed eventually by the members of the Board themselves.
Instructions multiply rapidly this way, and Area Officers have
back numbers bound into thick volumes.

The Board estimated that in the financial year ending March
1043 its stafl would be over 13,000, an increase of 73% above
1939.) Most Government Departments have expanded since the
war. They have taken many experienced and mature persons
into the higher grades to do responsible work as temporary civil
servants. The Assistance Board has also greatly expanded, but
by a different method. The existing Civil Service personnel
of the Board have been promoted to effect the necessary
numerical increase at each level, new recruits being taken on,
usually at the bottom of the hierarchy, as investigating clerks.?
Casual investigating clerks are subject to 24-hours’ notice.  When
“de-casualised”” they have temporary status on a monthly basis,
and after five years they may be given pensionable permanent
employment. Except for shorthand-typists, typists, messengers
and cleaners, investigating clerks are the lowest in the Board’s
hierarchy. Their pay, as well as their status, is low.

WEeERLY Rates oF Pay of INveEsTIGATING CLERES 3

Investigating Clerks (per-
manent and temporary). London. l“mmedlatﬂ Prowncea.

Men . . . b5/ to 62/ to 59/~ to
92/6 89/6 86/-

Women . . . 54/- to 51/-to 48/- to
75/6 72/6 69/6

”

* During 1943 “* man-power " economies have effected a reduction of over 5,000
staff and the concentration of work in a smaller number of Area Offices

? The criticism in_the following paragraphs has been partly met by ‘the adminis-
trative changes described in the note on p. 189,

3 Plus & war bonus not included in these figures,
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These scales were originally related to the local authority rates
for comparable work. It is worth noting that a Women Pensions
Officer in the Department of Customs and Excise, whase work
was visiting non-contributory old age pensioners, had a salary
starting at £155 and rising to £360.

It follows that the Board is not able to recruit for its expansion
persons of relevant specialised experience. The result is unfor-
tunate, as it is the investigating clerks who are most frequently
in contact with the public, and whose job it is to go into the
homes of the Board’s clients and to enquire into the intimate
financial and domestic details of their lives. They do, in fact,
do the work for which Social Science Schools and Departments
in this country and in Ameérica provide .a highly specialised
training for workers in the social services. The Board has no
training scheme for its newly recruited investigating clerks, often
the only “training” is one day out with another investigating
clerk. The investigating clerks do this work not only without
training but without having necessarily had the kind of previous
experience which would best equip them to make good contacts
with persons in financial, and often personal, distress.! With
the best will in the world it is easy to offend or hurt such persons.
To secure the necessary financial and domestic information, and
at the same time to make the contact a constructive and enriching
experience for both the interviewer and the interviewed, is a very
highly skilled task. It isnotsurprising that the investigating clerks
often make unsatisfactory contacts which are not only disturbing
for the client but very bad for the reputation of the Board.

Investigating clerks do not specialise, for specialisation is not
the Board’s policy. Office staff are expected to know all the
work of their grade in the office and to be interchangeable,
The Board aims at keeping its staff fluid and interchangeable.
The advantages of this, and the advantage of having a unified
national system of record-keeping and administration, were seen
both in the blitz and in the rapid expansion for the introduction
of Supplementary Pensions. The Board was able to transfer

. * At the beginning of the war the temporary investigating clerks at one office
included an ex-café proprictor from the King’s Cross district, a dance-music com- |
poser, an ex-president of 2 University Union, a garage hand, a teacher, two soldiery’
wives, and an opera singer. It is only fair to add that when this chapter had
gﬂne o press the Board began vigorously to plan an up-to-date stafi-training
rogramme,

K
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staff about the country to ease local pressure, and found that
such staff were very quickly able to be helpful. On the other
hand, there is a difference between having staff acquainted with
all sides of the work so that they can substitute for each other in
emergencies, and having them so unspecialised that there is no
official attempt made to match the. type of work to the abilities
of the worker, or, conversely, to train selected staff for special
jobs. The broad line of demarcation in the Board’s work should -
be between dealing with people and doing office work. Some
persons are, by nature, very good at clerical work, others have
a flair for getting on with people; the friendly and successful
interviewer often means a slow, untidy clerk—the competent,
clear-headed clerk is sometimes® brusque and tactless when
confronted with a human problem. The Board does not
recognise this. The investigating clerks are supposed to be
equally available for clerical or interviewing work. This is
not just a matter of expediency. It is a reflection of the Board’s
implicit attitude towards the work it has to do, an attitude
conditioned apparently by several related considerations.

The Assistance Board is a Civil Service Departinent, and
civil servants like to make things work. They are responsible
for the startling rapidity with which the Board was created
all ready to function. The Board is administecred with the
same high standard of efficiency as are, say, the Post Office
or the Board of Trade; but whereas these Departments
deal primarily with things, the Board deals primarily with
people. It is impossible for the outside observer not to wonder
whether in emphasising efficiency and smooth running the
‘Board may not lose sight of the ends of its administration, and
lay insufficient stress on its duty of service to its clients. The
visit to a client’s home is treated as a routine, like the selling
of a postal order or the granting of a licence. When the
investigating clerk goes to the home, he or she fills up a form
in the client’s presence which the client signs as correct. The
investigator is not in a position to discuss the client’s difficulties
or to give advice on any point, however desirable this may be
{although **the Officer” is often thought to have an omniscience

“which encourages people to consult him), because, first, he is

insufficiently trained and experienced, and secondly, he has
no time, for he is supposed to do some twenty-five visits a day,
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including stair-climbing and report-writing. Lastly, the in-
vestigator has no authority to speak for the Board. He is only
required to bring back a written statement of the family circum-
stances, to which he may add a further note. Assessment is
authorised by a higher officer. The investigator is not told
what the determination is, nor will he normally have cause to
visit the home again until, should he still be doing the same
street, he calls for a routine check-up. Even then he will not
be told the original determination, The interview is not
evaluated by the Board as the dynamic force in the client/Board
relationship. It is one move in the smooth-working administrative
pattern.  Although the Board administers a service highly
personal in its results, it discounts the effect of personal contact.
There is another reason for this peculiarly impersonal
administration of a personal servicee. The Board is anxious
not to become or seem like a State charity. Its administrators
are determined to avoid anything reminiscent of the old-style
parochial philanthropy—good works and kind words; they
abhor the thought of meddling. This view is one with which
everybody must agree. It would be intolerable if every one
of the Board’s clients were submitted to the patronising attentions
of pitying persons. As an alternative to this treatment the
Board therefore minimises the importance of the interview and
sends to the home inexperienced and often unsuitable investigating
clerks. The Board’s clients are not to be insulted by an overdose
of pity and concern, but at present they are frequently insulted
by indifference. The argument here is that the Board is the
counterpart of the social insurances; application for Insurance
benefit is by routine and impersonal form-filling, and so applica-
tion for Assistance should be similar. The difference is, of
course, that the social insurance claim consists of the relatively
straightforward establishment of eligibility, and that thereafter
benefit, or a pension, is paid as of right. Payment does not
depend on immediate domestic exigencies of the claimant. It
is also easy, from external evidence, to check falsification. But
Assistance as administered by the Board depends on a number
of domestic factors about which falsification, intentional or
accidental, is easy, and subsequently rather difficult to check.
For this reason it would probably be unsatisfactory to send the
Board’s forms to applicants by post. Secondly, the Board’s
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final determination, including the exercise of discretion, is based
to some extent on the report of the interviewer. The Board’s
payments are flexible, whereas those from the social insurances
are not. It is; therefore, an advantage to the Board to send a
- wvisitor to the home as a check against fakification, and it is an
advantage to the clients, as it may lead to the exercise of discretion
in their favour. The Board is, therefore, in this dilemma: it
wishes to send a visitor to the home, but it wishes to appear
impersonal, as though it were sending a form without a visitor.
But no method has yet been discovered of disguising a human
being as a form, and the Board’s clients very properly regard
the Board’s emissary as a human visitor. As this seems inevitable,
it is difficult to see why the selected visitors should not be as
suitable by training and personality as possible, and the visits
themselves reasonably pleasant and satisfying to both partics.

Note.—The foregoing paragraphs were written in 1g42. Since
then the Board have substantially reduced their staff by some
5,000 and reduced the number of Area Offices. The Investigat-
ing Clerk grade has been abolished and the work of visiting and
interviewing is now mainly carried out by Assistance Clerks who
are paid on a scale rising to £280 per annum (£240 women)
plus war bonus. About half the Assistance Clerks were promoted
from the Investigating Clerk grade: the remaining posts are
filled by Temporary Clerks (Grade II) who were carefully picked
from the most suitable Temporary Investigating Clerks in post
when the reorganisation was carried out. Concurrently with this
belated recognition that visiting work deserved a higher status
the Board set in train a scheme of Staff Training. The course of
instruction is designed for all officers who came, or are likely to
come, into direct contact with the Board’s clients. The lectures
are given by Assistant District Officers and the syllabus maintains
a balance between specialised subjects and matters of wider
interest. Further steps in Staff Training are about to be taken.

FuncTions

By the Unemployment Act of 1934, Part II, the Assistance
Board is charged with—

““the assistance of persons to whom this Part of the Act applies
who are in need of work and the promotion of their welfare,
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and, in particular, the making of provision for the improvement
and establishment of such persons with a view to their being
in all respects fit for entry into or return to regular employment,
and the grant and issue to such persons of unemployment allow-
ances in accordance with the provisions of this Part of the Act.”

The Board is thus charged with two duties towards unemployed
persons coming under its auspices, (1) cash assistance, (2) welfare,
with the aim of maintaining the employability of the claimant.
No statistics are today availabie for the numbers of unemployed
persons on the Board’s books, the latest being those in the 1938
Annual Report of the Board. This report, like the former ones,
is admirably written and is an excellent social document. On
12th December 1938 the Board was dealing with a total of
588,771 applicants (531 619 men and 57,152 women) of whom
only 2-29%, were receiving supplementation of benefit. Of the
total register of unemployed persons at that date, 60-49%, were
claiming benefit and 32-2%, assistance.

At the date of this revised edition the Board’s revised scales
have been approved by Parliament and came into force “in
January 1944 as follows:

AsSISTANCE BOARD SCALES—JANUARY 1044
1. Amounts to be allowed for needs other than rent.

Unemploymeat | Supplementary

Assistance. Pension.
(2) For a Married Couple . . 35 /- - 35/
{b) Where the above rate does not
apply:

(i) For an applicant who is-
living alone or is a house-
holder, and, as such, is
directly responsible for rent
and household necessaries . 18/~ 20/—

(if) For any other applicant {ex-
cept where rule 4 applies) :

If aged 21 or over . 15/6 11/6
If under 2x years . . 12/6 —
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2. Allowance for Rent,

To the amounts provided by the above table add the appro-

priate rent allowance as follows:

(a) If the applicant or the applicant’s wife or husband is the
householder, or if the applicant is living alone, add the
net rent payable so far as is reasonable in view of the
general level of rents in the locality.

(8} In any other case (unless there are special circumstances or
the applicant is under 18 years of age) add a reasonable
share of the rent payable by the person with whom the ap-
plicant is living, but not less than 2/6 nor more than 7/-.

3. Allowances for Dependants other than wife or husband.
1f such dependants are living with the applicant add:

Unemployment Supplcmentaryﬁ
Assistance. Pension.
Ifaged 21 years or over . 15/— 15/~
If aged 16 years or over but less than 21 12/6 12/6
M2 ) 11 3] 33 1" 16 9/‘" 9/“‘
£ 8 EE] bl »n 1 7/6 7/6
» under 8 years . . 6/- 6/~

4. If the apphicant (having no one dependent on him) is living
in a household of which his father, mother, son or daughter is
the householder and the householder’s income amounts to £6
a week or other appropriate amount, the foregoing scales do not
apply. In these cases the Unemployment Assistance rate is
7f6 and no supplementary pension is payable.

These regulations are much rore simple in form than those
they supplant. Regulation 4 is the last trace of the Houschold
Mean’s Test said to have been “abolished” by Determination of
Needs Act, 1041. The only income now taken into account under
the “ personal means test” for aggregation is that of the applicant,
his wife and dependants, and even here a part of the resource (ex-
cept Old Age or Widow’s Pension) is usually disregarded. Non-
dependent members of the household are assumed to make a
contribution towards the household expenses of 7/- from wages of
55/- or over, /- from wages between 30/- and 55/-, 2/6 from
wages between 20/- and 30/- and nothing from wages below 20/-.

One should remember that the figure calculated on the above
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principles is not necessarily the sum payable to the family.
There may be discretionary payments for special circumstances
made in addition. Also, in the case of Unemployment Assistance
cases the father’s normal wage, which may have been low when
he was in work, would operate to reduce his determination.
The Board’s officers might then get round this difficulty by finding
good reason for adding a discretionary payment which would
have the effect of making good the deficiency caused by the
operation of the wages stop. Both discretionary payments and
the wage stop are discussed in some detail Jater. They are
mentioned here to show that the Board’s allowances are subject
to various modifications, and that there is no hard-and-fast
method by which one can be sure what allowance should or
would be made in a given case.

The following tables show for a number of typical cases the effect
of thesc 1944 regulations in comparison with the regulations.in force
in 1943. Various rents, arbitrarily chosen, have been assumed.
From the amountsstated the basic pensions and any other available
resources the pensioner may havewill, of course, have tobe deducted.

SuPPLEMENTARY PENsSIONS

1943 REGULATIONS, -

! - N New Rates from
! Normal ! \%:t:elr Aﬂowangey 17th January 1044.
‘ Rate | it granted.
, Pensioner living alone and | 22/~ 24/6 20/~+5/~ Rent Allow-
| _ paying 5/— renmt. ance=a5/~
. Married couple paying 6/~ .
! remt:
‘ both pensioners g 3816 35/~+6/~ Rent Allow-
3 one not a pensioner . 36/— 38/6 } ance=4r1/-
! Married couple living with | g7/~ — 35/—+6/~ Rent Allow-
i son and daughter-in-law ance=41/-
i whose rent is 12/-.
; Pensioper living with son
i and daughter-in-law
| whose rent is 12/ :
: Man . . .| 20/~ - } 17/6+4/~ Rent Allow-
¢ Woman . . e~ — ance=21/6
i Widow payin].f 8/~ rent | 33/~ 35/6 | 26/~+8/~ Rent Allow-
i with one child aged 5. ance=54/-

two children aged 14 | 40/6 43/- 38/~+8/~ Rent Allow-
;. and 11, ] ance=46/~
. Widow living with parents | 29/6 —_ 23/6+6/— Rent Allow-
. Whose rent is 14/~ with ance=2q/6

one child aged 5.
! with two children aged | 40/~ — 35/6+7/~ Rent Allow-

] 14 ard 11, ance=42/6
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UNEMPLOYMENT ASSISTANCE

1943 REGULATIONS.
s | T Tamaney 1048
i th January .
. if granted.
Applicant living alone and | 20/~ 22/ 18/—+5/~ Rent Allow-
paying 5/- rent. ance=23/—
Married couple paying 6/6 | 35/- 37/6 31/~46/6 Rent Allow-
rent. ance=47/6
Married couple with two | 47/6 50/~ 44/6+ 10/~ Rent Allow-
children aged 7 and 10 ance=54/6
paying 10/- rent.
Adult applicant living with
father and mother whose
rent is 12/~
Man . . . 18/6 — } 15/6-+4/- Rent Allow-
Woman . . . 17/6 — ance=19/6

The introduction of the new scales involves the reassessment of
about one and a quarter million supplementary pension cases and
25,000 Unemployment Assistance cases of which 7,000 are special
war-time cases dealt with under the Prevention and Relief of
Distress scheme. Rcassessment will be completed within a period
of three months, i.e. before Winter Additions at present in force
are due for withdrawal.

These new scales are much more simple in form than those
previously adopted by the Board, and it will be noted that, Ly
and large, they result in increases for most of the Board’s appli-
cants. The abolition of Winter Additions, now merged into the
new rates and continuing throughout the year, is a notable
improvement,

The Area Officer is able to make discretionary additions,
above the scale rate plus rent allowance, to meet “special cir-
cumstances.” This includes the provision of weckly allowances
for extra nourishment for a member of the household on a medical
certificate, and similar needs. Such discretionary payments are
generally limited to 5/- weekly for any single cause, but more
than one such payment might be made to any one family in
one week if the need for it were established. The use made by
Area Officers of these discretionary powers varies considerably,
depending in part on the attitude of their District Officers, on
their own ability to argue a case successfully with the Auditor
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if necessary, and, generally, on their own courage, initiative
and sagacity. Often the decisions Area Officers have to make
about the exercise of discretion are extremely difficult, for
although a clear case may be made out for the exercise of dis-
cretion, a precedent may be created which would cause difficulty
later. For example, an East London pensioner was going to an
old people’s outing. In her excitement she sent her shoes to
be mended first; 4/6 was charged. She went to the Board,
which refused a grant and told her to pay weekly by instalments,
waiting meanwhile for her only walking shoes. No shoes, no
outing. The old lady’s predicament became known to her
fellow-pensioners, who happened, in that area, to be organised,
and immense harm was done to the reputation of the Board.
On the other hand, once the Board started paying for running
repairs which the allowances are supposed to cover, it would
have ta do so on every application, Thus the Area Officer is
continually trying to square human needs with the Board’s low
scales and with the Board’s emphasis on uniformity of treatment.
He is further handicapped because he is largely dependent for
his knowledge of cases on the judgment of his subordinates in
bringing cases to his notice for the exercise of discretion. It is
widely known among workers in other branches of social services
that if contact is made direct with the Area Officer about a
client whose special circumstances call for obvious attention
something is done, even though the client himself may already
have made repeated application to the office staff without result.
The Area Officer may also make cash grants for ‘‘exceptional
needs.” During 1938, 20,141 such grants were made. These
are intended for what may be called capital replacement, e.g.
of furniture or bedding. The Board’s allowances are supposed
to defray normal costs of maintaining a home, and the excep-
tional needs grants are designed chiefly for the re-establishment
of families who had previously been “subsisting on sums sub-
stantially less than the Board’s ordinary allowances,” 1

Tur “Waces Stop”

The Board’s task of maintaining its appljcaﬁts at a reasonable
standard is greatly complicated by the ‘““‘provision of the Regu-.

1 Annual Report of the Unemployment Assistance Board, 19398, p. 17.
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lations which requires that, in the absence of special circumstances
or exceptional needs, the assessment of an applicant’s needs shall
be less than the amount which would ordinarily be available
for the support of his houschold out of his wages and those of
his dependants if they were following their normal occupations.” 1
Thus, because of the “wages stop,” a family may have to be
given an allowance which is less than its assessment according
to the Board’s scale. Naturally the families which suffer most
from this provision are the large families where there are a
number of dependants; because such families would have to
live at a standard below the Board’s minimum were the wage-
earner in work, they are kept at the same level by the State when
receiving Unemployment Assistance. This follows logically from
the assumption that it is unsound to make it more profitable
for a man to be idle than in work. The Board, as it points out
in both its 1937 and 1938 Reports, is thus in a quandary; it
must in certain cases penalise children by underfeeding them
because, in other circumstances, those children would again
be underfed. The problem can hardly be tackled from the
Assistance end. It needs tackling when the man is in work.
If his income then, from whatever source, industry or the State,
bears some relevance not only to his skill as a worker but also
to the size of his family, he can be provided with a reasonable
income when he is out of work without alteration of the wages
stop provision, A further difficulty in the operation of the wages
stop is the estimation of a man’s potential wage rate: ““‘A married
man with dependants who has not worked since he was a youth,
and then at a youth’s wage, cannot as an adult be assessed on
the basis of the wage he e¢arned as a juvenile. On the other
hand, it is no longer reasonable to regard a wage once carned
by a man . . . as available to him today when through age,
circumstances or disabilities he has lost his former skill or his
skill has been rendered obsolete by changed methods of pro-
duction.” 2 If the Board gives its client the benefit of the
doubt and overestimates his earning power, it is piling up
trouble not only for itself but for the Exchange, which might
eventually offer the man a job at his economic, and lower, wage
rate. It is questionable in those circumstances whether the
! Annual Report of the Unemploymeat Asgigtance Board, 1938, p. 10.
* ibid., pp. 10-11.

.
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Tribunal would consider a man ineligible for continued assist-
ance if he refused work at a rate below his Assistance rate. By a
too lenient and humane administration of the wages stop pro-
vision the Board may get into serious difficulties. The Board’s
determinations are intended to be based on needs; but the
wages stop may force the Board to disregard some part of a
family’s needs., Thus of two men, one skilled and the other
unskilled, having families of the same sizes with similar-aged
children, and paying the same rent, the unskilled man may, on
account of the wages stop, receive a lower allowance from the
Board than the skilled man. The final determination in such a
case is based not, as is usual, on needs, but on the industrial
status of the wage-carner. It is true that the Area Officer may
use his discretion to give allowances on account of special cir-
cumstances which put the total above the amount prescribed
by wages stop calculation, but too free a use of this power might
casily lead to difficulties later.

PENALTIES

The 1934 Act (Part II, Section 40) permits the Board to
penalise applicants in any of four stipulated ways if they are
“cases of special difficulty.”” The Board must first have “regard
to all the circumstances of the case, and, in particular, to the
question whether the applicant has failed to avail himself of
opportunities of employment or training and to the question
whether there is any necessity for protecting the interests of the
apphbicant or of persons depending on him.” Where the officer
of the Board (or the Appeal Tribunal) is convinced that a case
is one of special difficulty, he may do one or more of the
following :

(a) Pay the whole or part of the allowance to a member of
the houschold other than the applicant. This penalty is chiefly
used against drunkards and gamblers, the allowance being paid
to the wife after a proper explanation to the applicant himself.

(6) Issue the allowance otherwise than in cash, i.e. in food
and other tickets; both this penalty and the one above are
sometimes used to indicate disapproval of an applicant’s refusal
to accept or to stay in suitable employment without good reason.
Otherwise a man might be disqualified from receiving benefit
and receive instead a comparable allowance from the Board.
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(¢) Grant the allowance only on condition that the applicant
attends at a work centre provided for the purpose or at one
maintained by a Public Assistance authority. This clause has
been little used, ostensibly for lack of available centres. Actu-
ally, the extreme unpopularity of any sort of relief work is likely
to have influenced the Board against enforcing it. However,
before the war Advisory Committees reviewed all cases of persons
under 30 on the Board’s registers, and most of these Committees,
according to the 1938 Report of the Board,! advised “‘that where
there was evidence that a man was unemployed of his own will
the Board’s powers under Section 40 of the Act should be exer-
cised.” Accordingly, the Board began to make arrangements
with lacal authorities for the use of their centres, and also to set
up such centres of its own. The war has, however, obviated the
need for this. In 1938, 75 cases were so treated.?

(d) Graat the allowance only on condition that the applicant
becornes an inmate of a Public Assistance institution, the
allowance then being paid partly to the local authority towards
the cost of his maintenance, and partly to a member of his
household while he is away in the institution. This penalty,
also, is very rarely used, and is chiefly useful for cases in which
there is need for the protection of the interests of the applicant
or his dependants. Its success would depend very much on the
institution and on the attitude of its master. In 1938, 164 deter-
minations were made conditional on institutional treatment.

The last two conditions are not operated without previous
consultation with the Advisory Committee, and applicants on
whom such conditions are imposed may appeal to the Tribunal

“without the leave normally necessary. In 1938, of 8o such appeals,
78 were decided in favour of the conditional determination.®

AprreaL TrRIBUNALS

Appeal Tribunals consist of a Chairman and two other
members, and operate over an area or a district. The Chairman
is appointed by the Minister of Labour, “and of the two other

1 ::,l:{nual Report of the Unemployment Assistance Board, 1938, p. 47.

t bd., p. 22. .

3 Appeals about *“ scope,” i.e. concerning an individual’s eligibility to be dealt
with by the Board, are settled by the Chairman alone, and leave to appeal is unneces-
sary. The Ghairman's permission must also be obtained for lkeave to withdraw an

appeal.
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members . . . one shall be selected by the Unemployment
Assistance Board from a panel of persons nominated by the
Minister io represent workpeople and shall be appointed by
the Board, and the other shall be appointed by the Board to
represent the Board.,” The Board thus has the selection and
appointment of the workpeople’s representative, provided that
his name was on the panel originally compiled by the Minister.
It is not suggested that this arrangement is in any way abused
by the Board’s staff, but it is easy to imagine situations in which
the Tribunal might, on occasion, be unduly weighted on the
Board’s side, and that without any infringement of the law.
One can imagine, also, that there might be persons on the
Minister’s panel whom the Board might prefer not to appoint .
to Tribunals in certain districts, There is no guarantee that
persons on the panel as workpeople’s representatives will, in
fact, ever be called to serve. No appeal may be made to the
Tribunal (except under the last two clauses of Section 40)
without previous permission from the Chairman, who must
satisfy himself that “there is reason to doubt” either that the
applicant has been rightly dealt with under the appropriate
Regulations, or that there are not special circumstances affecting
the case. In 1938, allowances were increased in 19% of the
42,000 cases heard by the 139 Appeal Tribunals.

Apvisory COMMITTEES

Advisory Committees are an integral part of the Board’s
structure, so much so that instructions for their establishment
come right at the beginning of Part II of the Act, next after
a description of the basic functions of the Board. These Com-
mittees are composed of persons having knowledge of local
conditions and of the social services. Members may be paid
travelling expenses and other allowances ““including compensa-
tion for loss of remuncrative time.” There is no ruling about
the frequency of meeting, and practice varies over the country
as a whole; some Advisory Committees are often consulted and
are regarded as an indispensable complement to the work of
the office, others meet seldom and count for very little. In
© general, apart from rent questions, they operate on the welfare
side of the Board’s work, advising not only in *“cases of special
difficulty,” but also in cases which are for some reason puzzling
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or bothering the Board’s staff. Unfortunately this excellent
prdvision appears to militate against immediate welfare action
being taken where necessary; a good many problems are either
left over for the Advisory Committee or are not detected until
the Committee sees the applicant in question, This position
was described by one of the Board’s senior officers :

“One of the functions of the Advisory Committee is seeing
individual applicants who are in difficulties of some kind. . . .
We often find that an applicant has some difficulty in finding
employment . ., or he is suffering from some optical or medical
defect, or there is something rather unusual about the man,” 2

This seemns hardly satisfactory. 1f a man has defective vision,
which is easiest, to tell him when and how to go to the nearest
Vision session at a hospital, or to get committee members to
tell him the same thing? Then, if “there is something unusual™
. about a person, if, say, he stammers, or is emotionally inhibited
in some direction, or is unadjusted to his domestic situation,
will he find it as helpful to discuss himself with a committee as
he would in private interview with one person in whom he had
confidence? For certain situations and for general discussion
the Advisory Committees are obviously most useful, but they
should not be the chief means of doing constructive work
for the Board’s clients. That the Advisory Committees do,
in fact, give a good deal of individual welfare advice is an
indictment of the Board’s methods; its staff make little attempt
to, it seems, deal with even quite straightforward difficulties.
In 1938 the Advisory Committees interviewed some 40,000
of the Board’s applicants aged 30 or less, Of these persons it
was estimated that *“‘from eight to nine per cent, were suffering
from mental or physical defects that seriously impaired their
employability.,”” One might suppose that the Board’s staff had
already taken every step to have such defects diagnosed and
treated, and had brought the sufferers before the Committee
in the hope of finding new and appropriate advice. But this
does not seem to have been the case, for the 1938 Report
continues: “In about a quarter of these cases the defect was
of dental, optical or other character that appeared to be remedi-

! Royal Commission on Workmen’s Compensation, Minutes of Evidence, 2437-8,
28th Aprii 1939.
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able, . . . In some cases the applicant was advised to apply to
his Approved Society under the Health Insurance Acts. . . .”
It is extraordinary that these defects, impairing, as the Report
says, the employability of the applicants, should have remained
unknown to the Board. It is alto extraordinary that advice
so elementary as that the applicant should apply to his Approved
Society should have to be concocted by a committee and be
- thought worthy of mention as a creditable piece of work in the
Annual Report. This is just one example of inefficiency -arising
from the employment of unsuitable staff for the maintenance of
personal contact between the Board and its clientele. All kindsof .
odds and ends which should be cleared up in the ordinary
work of the Board are left unul the Advisory Committee comes
along.

Criticism of the work whlch is left for the Advisory Committees
does not imply criticism of these Committees themselves. They
are frequently composed of able persons with excellent knowledge
of local conditions and opinion, whose advice and co-operation
is of real value to the Board. They provide for the Board’s
officers those local ties which the Board, being a national
organisation and nowhere locally indigenous, lacks. When
the Board was faced with the tricky ““Liquidation of the Stand-
still” in 1936, it especially urged its officers to convene, and to
pay attention to, Advisory Committees:

“The Board proposes to associate local opinion with this
process of establishing the standard of assistance, and it is
therefore provided that . . . officers of the Board . . . shall give
consideration to the recommendation of Advisory Committees
as to the manner in which progressive adjustments should be
made in their respective Areas.”” !

The Advisory Committees are particularly important, as the
Board’s officers move round the country changing offices rather
frequently and they find in the Advisory Committees a body
of well-disposed and well-informed persons who can tell them
about their new areas and advise them about local problems.
The Committees also help to find local solutions to general
problems, such as ‘‘the Liquidation of the Standstill, adjustment

1 Cmd. 5229. Explanatory memorandum 53, July 1936.
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of allowances in rural areas, the application of the wages stop,
the enquiry regarding applicants aged 30 and under.”! Most
Advisory Committees work through sub-committees and inter-
viewing panels, and the members collectively give much time
to the problems of the.Board. This naturally varies according
to the amount of work which the Board’s staff put before them;
there is no doubt that the Adv:sory Commlttccs are a valuable
part of the Board’s organisation.

Local Apvisory CoMMITTEES IN MIDLANDS AND EasT ANGLIA ?
Meetings (exclusive of Under-30 Enquiry Interviews) held in 1938

. Main Sub-
~Comumittee. Committee. | Committee. Panels.
Birmingham District 13 113 10
Hanley District . . 7 189 —
Norwich District . . . 7 7 57
Nottingham District . 18 4 52

Before the war an attempt was being made to convene meetings
of the Advisory Committee Chairmen in districts and even in
regions. In 1938 the Chairman and Secretary of the Board
attended such conferences of Chairmen in Birmingham and
Nottingham respectively. :

RenaBILITATION

The Board’s powers and activities for ‘“‘the re-establishment”
of the workless are now of historical rather than topical interest.
All methods which the Board tried before the war covered only
a small percentage of the Board’s applicants. The Minister
of Labour’s figures show that on 14th November 1938, of those
in receipt of unemployment allowances 16-29, had been unem-
ployed for periods of 6 months or more (but under 12 months)
and that 45'3%, or 248,380 persons, had been unemployed
for 12 months or more. The following table is obtained by
relating this figure to approximate figures for the Board’s
applicants admitted to the various types of centre in 1938: %

1 Annual Report of the Unemployment Assistance Board, 1938, p. 112,
2 jbid., p. 113, * ibid., pp. 25-28.
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" REcIPIENTS OF UNEMPLOYMENT ASSISTANCE TRAINED IN
Orricaiar Centres v 138

RecreienTs OF UNEMPLOYMENT ASSISTANCE.

(r) {2)

Figures in col. (1)

CenTRE. Approximate Num- | expressed as per-
ber admitted to centage of those

Centres in 1g38. unemployed more

than 12 months.

Government Training . . 5,900 2'3

Instructional . . . 20,236 81

Local Training . . . 2,628 * 1’5
28,764 19

* Exclusive of these later proceeding to Training or Instructional Centres.

Admission to all these types of centre was voluntary, and no
employment was guaranteed at the end of training. The Board
is empowered to make arrangements with local authorities,
subject to the approval of the Treasury, for persons who have
had a course of training to be employed for periods not exceeding
three months upon work for the authorities. Very little has
been done in this way, but had the war not started it is likely
that arrangements would have been made with local authorities
on the advice of the many Advisory Committees who interviewed
the under-go unemployed. The Board also has arrangements
with voluntary bodies to which it makes payments on a per
capita basis for any of its applicants trained or rehabilitated by
them. These are the Central Association for Young Wayfarers
Hostels, the Land Settlement Association, the Central Counecil -
for the Care of Cripples, and the British Legion (Metropolitan
Area} Taxicab Drivers’ Training School; for women the Board
co-operates with the Central Committee on Women’s Training
and Employment. According to the 1938 Report of the Board,
these agencies dealt with 1,339 men?! and 812 women during
1938. In 1938, therefore, a total of 30,915 persons were given
official training or were dealt with by a voluntary organisation.
This figure represents 9-29%, of the 336,280 recipients of Unem-

! Excluding the numbers of those in the Distressed Areas and elsewhere working
on Group Holdings provided by the Land Settlement Association.

L
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ployment Assistance in 1938 who had been unemployed for
6 months or longer in November 1938. Whether or not the
Board could have done more within the framework of our
national economy at that time, it is impossible to regard its
results as any kind of model for the future. The unemployment
problem cannot be solved by the rehabilitation of small samples
of the unemployed. But the Board must take some blame for
the smallness of the samples.

STATUTORY LIMITATIONS OF THE BOARD

The Board is not allowéd to provide for the medical needs
of its clients. This is an important difference between the
scope of the Board and of Public Assistance Committees, who
can pay for any kind of medical treatment. Arrangements
are made for those of the Board’s clients and their families who
have no Insurance doctor to see the Public Assistance doctor,
but this is no solution to the whole problem, for the Board is
not empowered to pay for any treatment, medicaments or
specialist services, and as soon as these are advised, from whatever
source, the problem of payment arises. It is true, as the Under-30
Enquiry showed, that the Board is much too slow in discovering
the need for medical and surgical advice among its clientele,
some of whom are adequately covered by Insurance, but it
is also true that when that need is known the Board often has
great difficulty in arranging for payment. It is reasonable
that the Board shall not duplicate specialist services already
provided by other authorities, but it is not reasonable that the
Board shall be unable to pay for the use of such services when
lack of payment hinders proper treatment. The Board itself
writes strongly of these difficulties, for the solution of which it
is obliged to depend on the goodwill of other bodies:

“There are, however, local authorities who are not in a
position or are unwilling to co-operate fully,. The Board
feel bound to draw attention to this state of affairs and the
regrettable consequences to which it leads.” 2

The Board is able to provide extra nourishment allowances on
medical certificates, but only where it is established that it is
food, not medicine, which is recommended. Thus Virol is

1 Annual Report of the Unemployment Assistance Board, 1933, p. 26.
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considered a medicine, but cod-liver oil a food, and “when
you have to go to a different authority to get the Virol you need,
it can be a source of irritation in practice. , . .”?

The Law of Liability which can be invoked by Public Assistance
authorities cannot be invoked by the Board. It is unable to
recover from relatives the cost of maintenance of any of its
applicants, even if children or parents of the applicant are
known to be relatively wealthy. The Board’s only power of
recovery is from applicants themselves when overpayment of
allowances has been made because of mis-statements of the
applicant. The Board may then take proceedings for the
summary recovery of such sums, as civil debts. The Board is
not empowered to lend money to its clients, or to enter into
any arrangement with them by which sums advanced by the
Board may be repaid gradually. The Board can only make an
outright grant or nothing. If, for example, somebody urgently
needed to make a long journey to see a dangerously sick relative,
he would, if being supported by the Board, be dependent on
the discretion of the Area Officer for his journey money. There
would be no way by which the sum could be advanced and
repaid later either by a relative or friend or in small amounts
from the recipient’s weekly allowance. On the other hand,
the Board is never in the difficult position of having to recover
debts from applicants or former applicants.

Summing up, one can say that since the war the Board has
shown the great value to the community of a nation-wide relief
organisation which can act immediately. On the other hand,
it has convinced ncbody that national uniformity of scales is
separable from administrative rigidity. The public has shown
no confidence in the Board members collectively, who have
seemed aloof and unassailable and have given the impression
that they seclude themselves from the cries of those for whom
they are responsible. None of the Board’s members are great
national figures, and the public has been baffled by its inability
to pin its anger on to any well-known name. It is difficult to
decide whether the Board’s failure to win public confidence is

! Royal Commission on Workmen's Compcmahon Minutes of Evidence, 2
2435, 28111 April 1939. ' 154
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inherent in its ad hoc structure or whether it is the fault of the
Board’s extremely poor publicity and its general inattention to
the whole question of public relations, 1t is, however, clear that
it was a mistake to suppose originally that the public would lose
interest in the administration of an intimate domestic service
if this were ““taken out of politics.” The public has always been,
and always will be, closely concerned with the administration of
payments to citizens in their homes. The Board’s attempt to
administer this service impersonally has been generally mis-
understood in the country, and the employment of unsuitable
persons to visit the homes has given rise to complaints of mdlfﬁ:r-
ence and rudeness, and to the impression that the Board takes
little interest in its clients. For this reason many who intel-
lectually welcomed the transference of powers from the rate-
supported and variable Public Assistance Committees deplore
on humanitarian grounds the removal of cliénts from the more
flexible local committees to the impersonal aura of burcaucracy
If, on the other hand, we can reasonably say that the Board is
still experimental, we can also hope that it is still adaptable
cnough to mould its pohcy according to the lessons of the past
SIX years.



Chapter VI

WIDOWS’, ORPHANS’ AND OLD AGE
: PENSIONS
By JOAN SIMEON CLARKE ,

“WE have, therefore, been irresistibly forced to advocate that the
means limit be abolished altogether, and that the Old Age Pension
be given to all citizens. We are of the opinion that no other course
will remove the very serious objections to the present system.”

This is an extract from the Report of the Departmental
Committee on Old Age Pensions issued in 1919. The arguments
with which the Committee fortified this piece of advice have
not been refuted; they have been shelved, so that twenty
years later, in the year ending gist March 193g, there were
still 576,072 old age pensioners, 329%, of all such pensioners,
whose pensions were paid only after an investigation of the
claimant’s means. The remaining 689, were pensioned by right
of insurance, and still other impecunious aged persons, being
ineligible for any sort of pension, were supported by their local
Public Assistance Committees. Had the 1919 Committee’s
advice been taken, it would have paved the way for a single-
and unified Old Age Pensions administration in this country.
But now, since the provision of Supplementary Pensions, we
have a triple systerh. Non-Contributory Old Age Pensions
are administered by the Customs and Excise to persons over 7o,
subject to various qualifications, including an income limit;
Contributory Old Age Pensions for women over 60 and men
over 65 (together with their uninsured wives over 6o1) are
administered by the Ministry of Health under the Widows’,
Orphans’ and Old Age Contributory Pensions Act; lastly,
Supplementary Pensions can be paid to any old age pensioner
after an investigation of means and needs carried out by the
Assistance Board.? Three different Government Departments,
operating under three different sets of rules, are, therefore,
concerned with the financial support of the pensionable aged.

! Also Widows’ and Orphans’ Pensions,

1 The Board now renews both Non-Contributory Old Age and Supplementary
Pensions where these are both payable, issuing one book for the 2 pensions, How-
cver, responsibility for assessment and re-assessment of Non-Contributory Old Age
Pensions still rests with Custorns and Excise.

185
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The effect of these diverse ministrations will be discussed later,
but first it is useful to look at the development of Old Age
Pension legislation,! and to see how this legislation reflects the
changing sense of community responsibility towards the aged.

The Old Age Pensions Act of 1908, which first introduced the
payment of Non-Contributory Old Age Pensions, had been
preceded in Great Britain by some twenty-three years of public
" discussion; six different bodies had wrestled with the problem
of what to do about the aged poor.2 Controversy raged fiercely
over the relation of pensions to thrift. ¥t was feared that the
poor would no longer have sufficient incentive to save if they
were assured of State-paid Old Age Pensions. The Treasury
Committee on Old Age Pensions, 1896-98, postulated that
‘ State aid cannot be justified unless it is limited to aiding the
individual when circumstances beyond his control make it
practically impossible for him to save from his own earnings an
adequate provision for old age.”

The Act of 1g08 was strongly moralistic, reflecting the strict
nonconformist backing of the dominant Liberal Party. It
expressly declared that nobody was cligible for a pension if he
had previously “failed to work according to his ability, oppor-
tunity, and need, for the maintenance of himself and those
legally dependent on him” (Section II14). But a person should
not be disqualified under this clause if he had, for the past
ten years, made “provision against old age, sickness, infirmity,
or want or loss of employment.” Pensions, at 5/- a week, were
meant to be supplementary to the resources of the righteous
man. They were to be the reward of virtuous living rather
than any token of communal responsibility for the well-being
of the enfeebled citizens. Further disqualifications for pensions
were imprisonment without option of a fine, and detention
orders made under the Inebriates Act; these disqualifications
lasted for ten years from release from prison or the date of a
detention order, the latter at the discretion of the Court. Also

1 For elabortion sec Wilson and Mackay, Old Age Pensions (Oxford University
Preas, 1941).

885-87.  Select Committee on National Provident Insurance.
1893-95. Royal Commission on the Aged Poor.
1895-06. Treasury Committee cn Old Age Pensions.
18g9. Select Committee of the House of Commons on Aged Descrving Poor.

189g-1900." Departmental Committee on the Aged Deserving Poor.
1903. Select Committee of the House of Commeons on Aged Pensioners’ Bill.
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a pension was not payable to a person who was “being maintained
in any place as a pauper or criminal lunatic.”

The 1go8 Act holds the balance between the past and the
future of social policy. The nineteenth-century abhorrence of
pauperism permits contemptuous references to ““a pauper or
criminal lunatic”; indigence is still an offence against society.
On the other hand, it is with this Act that the twentieth-century
idea of collective responsibility for individual members of the
State first gets a foot in the door. It is expressly provided that
“the receipt of an Old Age Pension . . . shall not deprive the
pensioner of any franchise, right or privilege, or subject him
to any disability.”” For the first time Parliament sanctioned the
expenditure of public funds as cash grants to citizens without the
stigma of pauperism. A man might receive a State pension with-
out loss of respectability. Henceforth society’s pupitive attitude
towards the poor diminished, while its sense of liability increased.

The stringent residence and nationality qualifications of the
1908 Act were amended in 19ig, and these Acts, with less
important ones of 1911 and 1924, were consolidated in the
Old Age Pensions Act, 1936. This Act is still in force. To
qualify for a Non-Contributory .Pension today a person must
be not less than 70 years of age, he must have had at least twelve
years' aggregate residence in the United Kingdom since attaining
the age of 50, and he must have been at Jeast ten years a British
subject. There are certain disqualificationts which are common
to Contributory Pensions also, and are discussed later. Pensions
* are inalienable and may not be distrained upon for debt.

The means qualification stipulates that pensions are payable
on a sliding scale from 10/- per head downwatds to 1/-:

Income Limits ror NoN-ConTrRBUTORY OLDp AcE PENsIONS

Mannf::;nﬂnfmn ed Earncd Income. Pen‘shi{c;:kl]’; yable

£26 5 o0 maximum 10/-

) £3I 10 o ] 8/—

£36 I5 o© 3] 6/_

£39 plus 42 0o o 4/-
£47 5 o 2/=

£49 Ly 6 n ‘I"‘

Over Nil

! This inchudes the estimated yearly value of houses not personally occupied, of
investments, and other property not personally used or enjoyed.
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~ The Act provides that three months’ income from National
Health Insurance, Friendly Society or Trade Union, received
by either the pensioner or husband or wife of the pensioner,
shall be disregarded in any one year. For two pensioners living
togcthcr the figures in the table above are doubled. If the
pensioner is one of a married couplc of which the other one
is not pensionable, he or she is assessed on one-half of their
joint income. Unfortunately no account is taken of house-
keepers, so that if, for example, an old man has a grown-up
daughter to keep house for him after the death of his non-
pensionable wife, his total resources are taken into account
. instead of only one-half of them as when his wife was alive.
Pensioners also feel it to be unfair that earned income is taken
more heavily into account than unearned. As soon as they earn
more than 10/~ a week they reduce their pension by the amount
of their weekly earnings over this sum, until it vanishes altogether.
Old people like to do odd jobs, the men gardening and the women
cleaning or sewing, etc.; many are happier if they are using
their capacities to the full; they feel that they are staving off
physical decay and that they are still an integral part of the
community. Psychologically, work which does not overtax their
strength is good for old people. It occupies them, mitigates
their loneliness, and maintains their self-respect. On the other
hand, one of the arguments which has been most strongly urged
in favour of pensions’at an earlier age is the potential removal
of old people from the labour market at the time when their
work speed is slackening. Young workers can be promoted more -
rapidly, and, when the labour market is crowded, the exclusion
of the aged permits the entry of new labour into industry. At
the same time, the payment of pensions to persons retired from
remunerative work has the ultimate effect of increasing pur-
chasing power and so stimulating trade. On this principle Old
Age Benefit in the United States is paid only on condition that
the recipient refrains from gainful occupations. The same view
~was endorsed both by the Labour Party Conference and by the
Trades Union Congress in 1937. Their Report states that there
is a tendency for employers to reduce people’s wages by the

' In the year ended gi1st March 1939, of 576,072 Old Age Pensioners (non-
contributory) 4:4% were paid at a reduced rate {Apnual Report of the Commis-
sioners of Customs and Excise, 1939, p. 177).
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amount of their pensions, and that therefore pensions should be
paid conditionally on retirement from gainful employment
(except for spare-time work). This presupposes, however, a
continuance of unrestricted capitalist enterprise, and collective
bargaining powers considerably weaker than those the unions
have attained during the war, Firmer and more widespread
wage controls should make it impossible for the aged to be
exploited at the expense of those younger, The retirement
stipulation is primarily based on the assumption that the total
amount of work available in a community is always less than the
total capacity of its members to perform; it is then assumed that
all of the available work is of a type which can more suitably
be done by physically energetic persons than by the aged, includ-
ing, presumably, sedentary jobs involving commeon sense but the
minimum of muscular activity, such as store-keeping’ and time-
keeping, But it is psychologically bad for old persons, or indeed
for any citizens, to be prohibited from sharing in the working life
of the community. A functioning democracy depends for its
success on the willing co-operation of all its citizens; a work
prohibition which has the effect of ostracising a section of the
community—a tacit dismissal from partnership in the State—
strikes at the root of that cohesive association of free individuals
on which demacracy must grow.

It is not difficult to claim a Non-Contributory Old Age Pension.
A form with an explanatory leaflet is obtained from the nearest
Post Office. The completed form travels, via the Ministry of
Health, to the local office of Customs and Excise, whose responsi-
bility it is to investigate the claim and deal with the assessment.
It is an anachronism that Customs and Excise still do this,
When the 1908 Act was passed it was the only Government
Department with offices distributed throughout the country and
with officers accustomed to calling in remote areas, and although -
the work might since more appropriately have been done by the
Ministry of Health it has never been transferred. Customs and
Excise employ a few Women Pensions Officers who work exclu-
sively on pensions in the large citics, but mostly the work is done
by the ordinary Customs and Excise officers.! He (or she, if a

! When a non-contributory cld-age pensioner appliés for and is granted a supple-
Mentary pension, a combined book is now issued by the Assistance Board. Duplicated
visittng and recording is thus eliminated, .
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Woman Pensions Officer) visits the claimant in his home, sees
or procures the birth certificate if it has not been sent with the
form, seeks proof, usually through a personal reference, of resi-
dence, and checks up as much as he considers necessary on the
statement of income. The officer eventually puts his pension
recommendation before the Local Pensions Committee,
Pensions Committees are appointed by Municipal Boroughs
and Urban Districts of over 20,000 population and by County
Boroughs and County Councils, and consist partly or entirely
of co-opted members. In the Civil Estimates for the year ending
31st March 1942, £ 30,000 was allocated for the expenses of Pensions
Committees, clerks, office accommodation, etc. The Committee
decides whether or not claimants are entitled to pensions, and
if so at what rates, If either the Pensions Officer or the claimant
disagrees with the Committee there is right of appeal within
seven days to the Minister of Health, whose decision is final,
In the year ending 31st March 1939 there were 3,526 appeals:?!

By Pensions Officers . . 1,I19g appeals. 45% allowed.
By Claimants and Pensioners . 2,737 appeals. 429%, allowed.

CONTRIBUTORY PENSIONS

Pensions insurance is compulsory for all persons earning at a
rate of remuneration not exceeding /420 per annum, and all
persons employed by way of manual labour, other than those in
excepted employment (i.e. that making comparable provision for
its employees). Pensions stamps are combined with those for
National Health Insurance, the employer and the insured person
cach bearing part of the cost of contributions. Persons claiming
pensions % send their completed forms direct to the Ministry of
Health, whence they are forwarded to the relevant local office
of the Ministry. Here eligibility for pensions is determined,
contributions are checked with.the records of the claimants’
Approved Societies, birth, marriage and death certificates are

! Annual Report of the Ministry of Health, 1939, Appendix XL, p. 281.
' Contributory Pensions in payment in England on 3lst December 1938 :

Widows’ Pensions . 686,025 payable.
Children’s Allowances and Orpha.m Pcnsnom . . 226,804
Old Age Pensions (Ages 65-70) . 708,750

Old Age Pensions after 70, payable in nght ol' insurance . 1,061,814
2,683,303 1
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scrutinised {(and actually obtained if the claimant has been unable
to do this), and sometimes the claimants are interviewed. Every
effort is apparently made to help claimants to establish their pen-
sion rights. Eventually pension books are sent by post and, like
Non-Contributory Old Age Pensions, weekly sums are drawn from
the Post Office. Old Age Pensions are also payable to uninsured
wives over 60 whose husbands are in receipt of Old Age Pensions.

WEERLY PEnsions PavyMENTS

Type of Pension. Weekly Payment.
| Old Age . . . 10/~
Widows’ . . . . 1of-
Childrens’ Allowances: :
Eidest child . . . . &f-
QOther children . . . q/- .
Orphans’ . . . . 7/6 .

WEeEgRLY ConTrIBUTION RATES FOR Wmmows’', ORPHANS' AND
OLp Ace CONTRIBUTORY PENSIONS

l

l s . Men. Wouen. :
tabus o

| Insured Person. Total. Total.

| - Employer. | Employee. Employer. | Employee.

| Ordinary

! Contributor | 63d. 6id. | 1)1 3id. 5d. 81d.

| Persons over

b5 years of '
agel. o Nil - od. Nil od,

- Exempt?
persons . | 44d. ofd. | 7d. - | 2id. Nil .| 2id.

Both Widows’ and Contributory Old Age Pensions are auto-
matically succeeded by Old Age Pensions at the full rate when
the pensioner is 7o. There are no tests as to means, residence
or nationality in such cases, although thenceforward pensions are
administered, like Non-Contributory Pensions, by Customs and

! These contributions are the total payments made by the employer in respect of
both Health and Pensions. pays )

! p. By, footnote.
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Excise. As far as the pensioner is concerned, this book-keeping
change makes absolutel},r no difference, except for the receipt of a
different-coloured pension book, although it does mean that there is
relatively unified pensions administration for all persons over 7o.

Contributory Old - Age Pensions are paid on fulfilment of
three statutory conditions (subject to certain disqualifications
which will be discussed later). First, men contributors must
have reached the age of 65, women 6o, and they must have
been continuously insured for the five years immediately
preceding this date. If on reaching that age they have been
insured for a shorter period, title to pension may arise on the
expiration of five years from date of entry into insurance. It is
possible to be insured without being continuously in insurable
occupation. When employment ceases a free insurance period
averaging two years is given, which may be extended by a period
of sickness occurring at the beginning or at the date when it is
due to cease, Moreover, if there has been ten years’ insurance at
the date when employment ceased an *‘ extended insurance
period” of one year follows the free insurance period if the
employee proves genuine unemployment (except when in-
capacitated). These extended insurance periods are renewable
indefinitely so long as genuine unemployment is proved. Re-
entry into insurable employment during a free insurance period
gives title to a new free insurance period on cessation of such
employment however short, but if an extended insurance period
has begun before re-entry into employment a new free insurance
period cannot be given until there has been*at least 26 weeks’
employment within a period of two consecutive years. The
effect of these provisions is that a person who has been insured
for ten years and then falls out of employment can remain
in insurance indefinitely even though illness or unemployment
prevent the payment of further contributions.

For the second statutory condition a minimum of 104 weeks
must have elapsed and 104 contributions must have been paid
since the date of last entry into insurance. This is an absolute
condition and there is no way round it. However, provided
the insurance has not been actually broken, contributions paid
any number of years ago can be counted towards the total,
even if they were paid during numerous disconnected spasms
of insurable employment. An insurance period is broken when,
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’

for reasons other than sickness and genuine unemployment,
the insured person quits insurable employment and fails to
return to it within the period of free insurance. This would
happen when there is a rise in wages or salary putting the
recipient outside the insured income groups, or when, for
example, he leaves his employment to set up on his own. There
is no surrender value of such lapsed insurances, but persons
who, after two years’ insurance, cease to be insurably employed,
may voluntarily continue their pensions insurances, paying the
full contribution which is normally shared between employer
and employed. Pension rates are the same as those for ordinary
contributors, if an average of 50 contributions have been paid
yearly throughout the insurance. Contributions may be excused
for that part of an illness exceeding thirteen weeks, otherwise
there is no credit for weeks of illness or unemployment. A sliding
scale of pension rates entitles contributors with lower averages of
contributions to receive pensions and allowances at reduced rates.

The third statutory condition stipulates that an average of
at least 39 contributions shall have been paid, or shall be deemed
to have been paid, in the three contribution years immediately
before the insured person reached the age of 65 (or 60 for women).
For this purpose contributions are deemed to have been paid
for wecks of notified sickness and genuine unemployment. This
condition is waived altogether for persons who, on reaching the
age of 60, have been continuously insured for ten years. The
explanation of the average test is that it ensures that a considerable
number of contributions shall have been paid in recent years
prior to that in which the claim matures,

Wimows” Pensions

Widows® Pensions ! are normally payable from the date of the
husband’s death, provided that he was insured at the time of
his death. He must have been insured for at least two years,
and must have paid 104 contributions. Also, if four or more
years have elapsed since his last entry into insurance, he must
have averaged 26 contributions in each of the three contribution
years preceding his death, but this average test is waived in
respect of men who had been continuously insured for ten years

1 See footnote, p. 142.
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on reaching the age of 60 or who have been entitled to an Old
- Age Pension between the ages of 65 and 70, And, as in the
case of Old Age Pensions, contributions are for the purpose of
this condition deemed to have been paid in respect of weeks
of notified sickness or genuine unemployment, so that the widow
of a man who died at the end of a long illness is not disqualified
if the other conditions are satisfied.

When first introduced, the Act was particularly hard on the
“pre-Act widow” whose husband died before 4th January
1926 ; she, and the widow of the man who was over 70 on this
date and died subsequently, were not entitled to pensions until
they became 55 unless they had children, and even then their
pensions ceased when their children were 16 in one case and
14 in the other, A greater hardship is that women are entitled
to Widows’ Pensions by right enly of their husband’s insurances.
If, for example, a man and wife were both working and sup-
porting a family, but the wife was in insurable work, say as a
cleaner, while the husband, who might be a window-cleaner
' working on his own, was uninsured, the.widow, if the husband
died, would be entitled to no Widow’s Pension and to no
Children’s Allowances. However, should she herself die leaving
the children orphaned, they would at once be eligible for
Orphans’ Pensions in respect of her own insurance.

A woman previously divorced is ineligible for a Widow’s
Pension in respect of the death of her former husband, and a
pensioned widow who remarries also forfeits her former pension
rights, A widow is also disqualified from receiving a pension
while she is cohabiting with a man as his wife. However;
these disqualifications do not apply to the children, who continue
to receive Children® Allowances provided that they are under
14 years of age, or, if between 14 and 16, are under full-time
instruction in a day school. If the widow dies, these Children’s
Allowances turn into Orphans’ Pensions. When the eldest child
passes the pensionable age, the next child, if there is one, becomes
entitled to the higher rate. The word “child” includes a step-
child, “and in relation to a man an illegitimate child, whether
his or his wife’s, who was living with him at the time of his death
.+ . in relation to a widow it includes her illegitimate child who
was living with her at the time of her death.” There is thug no
provision for illegitimate children not living with a parent, even
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though in such cases the parent frequently is under obligation to
contribute to their maintenance. A man’s illegitimate child
who continues to live with his widow becomes eligible, in
company with his hal-brothers, for an Orphan’s Pension after
the widow’s death. Widows’ Pensions are not payable if the
husband was over 6o at the date of marriage, even though all
his insurance qualifications are in order, uniess there is or has
been a child of the marriage, or three years have elapsed between
the date of the marriage and the date of the husband’s death,
or the widow was, or but for the disqualification would have been,
in receipt of a Widow’s Pension before her marriage. This dis-
qualification is obviously intended to thwart people who ““marry
an old man for his money,” in this case a pension. On the other
hand, it robs the husband of title to a pension to ‘which he has
established a right by virtue of his contributions. .
Beside these disqualifications for Widows’ and Orphans’
Pensions, others are common to all pensions, contributory and
non-contributory alike, First, inmates of any Poor Law institu-
tion are disqualified unless they were admitted for medical or
surgical treatment, and then they are only eligible for a pension
so long as the actual treatment lasts, Thus, if they are not
admitted in order to have treatment, but subsequently need it,
they are still ineligible for a pension. This whole question is
discussed at length with great indignation by Sir Arnold Wilson,!
who points out that even patients admitted for treatment are
liable to have pressure put on them by local authorities to appoint
one of the Council’s officers as the agent to collect the pension,
the greater part of which is then absorbed by the authority, the
residue being spent on ‘““comforts” for the patient. Secondly,
Non-Contributory Old Age Pensions are not paid to persons
while they are in a mental hospital, or are being maintained as
“rate-aided persons of unsound mind,” and no pensions are paid
to persons being maintained as criminal lunatics, or undergoing
imprisonment without the option of a fine. These disqualifica-
tions ignore the fact that persons detained for any of the above.
reasons may have dependants, and that they may have to have
rent paid for them during their absence or “lose their homes.”
Disqualification during imprisonment means that after the law has
inflicted punishment the pension authorities inflict a second one.

! Wilson and Mackay, of. cif., p. 158 ef seq.
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“BrLAck-CoaTED WORKERS”’

The Widows’, Orphans’ and Old Age Contributory Pensions
{Voluntary Contributors) Act of 1937 is commonly called the
Black-coated Workers’ Act. This special provision applies to
persons not in insurable employment, or who, although in
insurable employment, had not previously, on account of higher
salaries, had the opportunity to enter insurance. Such persons
may voluntarily insure for pensions subject to a total income of
£400 per annum maximum for men, for which not more than
£200 must be unearned (women f250 and [f125). Incomes
of married couples living together are aggregated and treated
as the income of the potential contributor. Entrants must be
under 40 years of age, although contributors admitted to insur-
ance before 3rd January 1939, and called “initial entrants,”
could be under 55. Contributors must be resident in Great
Britain at the date of application, and must then have been
continuously resident in Great Britain or Northem Ireland for
a period of ten years. For a Widow's or Orphan’s Pension at
least two years must have elapsed since the date of entry into
insurance, and at least 104 contributions must have been paid;
for an Old Age Pension there must have been continuous insur-
ance for ten years immediately before reaching the age of 6y,
and at least 260 contributions must have been paid. Credit for
those weeks of incapacitating illness exceeding thirteen may be
obtained by contributers normally engaged in gainful occupa-
tion and who have already paid 104 contributions. The number
of contributions to be credited depends on his average number
of contributiens during preceding years. The Ministry of Health
keep individual accounts for each voluntary contributor.

Full pension rates for voluntary contributors are the same as
for compulsory contributors, provided that an average of at
least 50 contributions have been paid yearly over the whole
period of insurance, For lesser averages there is provision for
Jesser pensions according to a fixed scale. There is also pro-
vision for benefits on lapse in the form of reduced pensions.
Absence abroad for periods not exceeding, totally, six years, is
permissible; also persons removing to British Dominions and
possessions may continue to pay their contributions and may
have their pension paid to them there,
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The Act of 1941, operating from 5th January 1942, raises the
income limit for compulsory insurance to £420 per annum,
a sum exceeding the income limit for Black-coated Workers.
A certain number of these workers will now be drawn into
the compulsory scheme, provided that they are in insurable
employment, but many others (e.g. small shopkeepers) will
remain outside it still and continue in voluntary insurance.
Other voluntary contributors have been enabled, under pro-
visions previously described, to maintain voluntarily insurance
which would have been broken when they quitted insurable
employment. Some of these people left compulsory insur-
ance because their incomes rose above the then maximum,
and they will now re-enter compulsory insurance; others ceased
to be employed altogether, and for them voluntary insurance
will still be available,

APPRALS

Claimants of Contributory Old Age Pensions may appeal
against the decision of the Minister of Health to Referees
appointed from a panel by the National Heaith Insurance
Joint Committee. These Referces are barristers, the Senior
Referees being two K.C.s who deal with the most important
cases, Claims may be heard by one or more Referees, but are
usually taken, latterly, by one Referee sitting alone. The Minister
provides a Registrar who presents the cases and supervises the
clerical work., Most of the claims are decided from written
statements, but the Referees may have an oral hearing when
they wish, the claimant appearing personally or being repre-
sented by a solicitor. The Referee may make an order for
costs, and such orders are invariably in favour of the claimant,
who would not be required to pay the costs of the Minister;
travelling and subsistence allowances are usually made to
claimants attending for oral hearings, A great deal of trouble
is taken about these hearings, which are often complicated by
the inability of aged claimants to prove that they are over 65.
In the year ending 31st March 1939, of 3,004 appeals to the
Referees only 14- 6% were allowed; the low percentage of
successful appeals is attributed to thc previous care taken by
the Minister in making decisions.

M
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SupPLEMENTARY PENSIONS

It has been generally assumed, ever since the Pensions Act
of 1919 removed the disqualification of the receipt of out-relief,
that pensioners could neither live entirely on their Old Age
Pensions nor be expected to have savings sufficient to supplement
their pensions continuously. And although the number of
pensioners has greatly increased, no Government has yet
attempted to equate pensions with needs. No single person
could live on 10/- weekly, nor a couple on 20/-. So, until the
passing of the Old Age and Widows’ Pensions Act, 1940, pen-
sioners went to Public Assistance for supplements. This was
generally felt to be humiliating,” and, in fact, large numbers
of pensioners struggled to live without recourse to relief. All this
was changed by the 1940 Act, and Supplementary Pensions are
now paid out of national funds by the Assistance Board., Women
pensioners over 6o and men over 65 may receive a total pension
of 22/6 for a single person and 37/- for a couple living together.?

Pensioners may appeal against the determinations of the
Board to the Tribunal, but whereas unemployed persons must
attend in person, pensioners need not do so. In fact, infirm
pensioners need never journey to the Board’s offices; they
are visited in their homes by the Board’s staff, and their pension
books are sent to them by post. They are then entitled to
appoint somebody else to collect their pensions at the Post Office
of their choice just as ordinary Old Agc Pensions may be fetched
by a nominee when necessary.

So far so good. Instead of receiving relief from ‘‘the Poor
Law man” (or ““going on the Parish”) old age pensioners now
obtain a Supplementary Pension from the Post Office. The
Poor Law taint has gone. So has the enforcement of the law
of liability upon the pensioner’s relatives. An improvement
has certainly been effected, but part of this improvement is
theoretical rather than actual. Supplementary Pensions are
only paid after a stringent enquiry into personal means, and
this investigation is repeated every five, eight or thirteen weeks.
Pensioners still have as a right only the sum of 10/-, on which
they could not paossibly keep themselves; the indispensable
addition, whether called, as formerly, relief, or, as now, a
Supplementary Pension, is granted only upon proof of poverty.

1 v. Chap. V, p. 149 ¢t seq.
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OVERLAPPING

Old persons are now severally maintained by Public Assistance
(if incligible for a contributory pension and under age for a
non-contributory one), by Contributory Old Age Pensions
administered by the Ministry of Health, by Non-Contributory
Pensions administered by Customs and Excise, and by Supple-
mentary Pensions administered by the Assistance Board. Three
of these authorities administer a means test, and .it is possible
for an old person to be subjected, over a period of time, to all
three of these means tests in a series. An unpensioned person
under 70 goes to Public Assistance, which is legally obliged to
exact contributions for his maintenance from his family.! When
he applies for a pension at the age of 70, he will be visited by
an officer of Customs and Excise, who will enquire into his
circumstances and assess him for a pension according to the
rules for carned and unearned incomes already described. Once
in possession of a pension book, the old person may apply for -
a Supplementary Pension, and his means will once more be
investigated, this time by the Assistance Board. The Board
will apply yet a third set of rules and calculate his Supplementary
Pension accordingly. None of these three bodies will normally
have access to each others’ papers, nor will they confer together.
So unco-ordinated are these multiple administrations that it
is possible for Customs and Excise to grant a reduced pension
only, and for the Assistance Board to make this up to the full
rate. Since Old Age Pensions were introduced thirty-three
years ago, further provisions have been added piecemeal, and
little attempt has been made to assimilate the new to the old
administration, or vice versa; so that our final administrative
anomaly is to have one department pay pension money denied
by another. :

Our uncorrelated pension schemes undoubtedly involve
administrative waste. That itself is a serious criticism. But
the final criterion must be the effect of these provisions on the
happiness, welfare and security of the citizens concerned. Are
the old, the widows and the fatherless looked after properly?

It is clear that, because of the limited incidence of our con-
tributory insurances, some widows and orphans, and some old

1 p. Chap. I, p. 55.
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persons under 70, are not, except for the Poor Law, provided
for at all. They have no right to pensions, and therefore lack
that sense of security which comes with the inalicnable title to
a fixed income, however small. It is true that voluntary insurance
i; designed to cater for those outside compulsory insurance, so
that theoretically there is no reason why anybody in the lower
income groups should be unable to qualify for pensions. But
voluntary insurance is expensive. The contributor must bear
the whole burden of the contributions without part being paid
by an employer. Credit for contributions during sickness is less
generous than for compulsorily insured persons. Naturally,
therefore, uninsured persons with the lowest incomes, who are
least able to save, and so have most need of pension rights, are
those who are also least able to enter voluntary insurance.
Hardship is also experienced by persons quitting superannuable
employment excepted under the Acts. Even though they-
probably receive a lump sum when they leave, representing their
superannuation contributions, they are unable to pay retrospective
contributions for voluntary insurance, and must start to build
up their pension rights from scratch. And there is a maximum
age limit of 40 for entry into such insurance, The Pension Acts
are still very far from providing for all widows, orphans and old
persons, even within the lower income groups only.

Lastly, even if pension rates were considerably increased, it
is doubtful if our present Old Age Pension administration would
properly fulfil the needs of the aged. Old persons have needs
which money cannot satisfy. Many of them are lonely and
isolated and fearful of the rush and pressure of daily life. They
feel themselves pushed aside and increasingly unable to share in
- the community lffe around them. The Evening Standard recently
printed 2 note from the Will of an old lady; she said, “I am so
terribly alone in these dark days of old age.” Loneliness, not
poverty, oppressed her. When pensioners could have relief,
many of them found in the Relieving Officer their only con-
. fidant; he was, faut dr mieux, their rampart against the desolation
of old age, The New Survey of London Life and Labour! gives
figures for North-East London showing that, of 358 persons
over 6o applying for relief, 255 were living alone; and of these,
168 had nobody on whom they could depend for (non-financial)

1 New Survey of London Life and Lebowr (1932), vol. ik p. 1098



WIDOWS , ORPHANS' AND OLD AGE PENSIONS 181

help. The Assistance Board does little to alleviate these special
problems of old age.r The intermittent routine visits of the
investigating clerk provide no warm human contact; succeeding
visits may be made by different clerks, and if the pensioner
should call at the Board’s offices when perplexed, the chances
would be against him seeing anybody he had ever met before,
and it is even uncertain that he would find any sympathetic
or appropriate help at all. It is not possible to enact by law that
human beings must be happy, but it is possible so to administer
the social services that happiness may be advanced. This is
especially true of services for the aged. Forms and formulas,
facts and figures, should not be allowed to obscure the simple
needs of the old for the amenities of civilised living. The New
Survep,? in its mass of research material, says, ““The old people
have a passion for flowers.” For many pensioners longevity is
penalised today by lack of every source of personal enrichment.
Among other things, old people need the opportunity of occupa-
tion, friendship and maximum contact with the community
around them, It is true that the provision of pensions and
facilities for welfare are two separate problems. But they are
related; at present we have too little of the one and nothing
of the other.

! Intermittent visits from philanthropic volunteers merely tinker with the problem.
* New Survey of London Life and Labour (1932), vol. iii. p. z0g.



Chapter VII

BLIND WELFARE IN ENGLAND AND WALES
By W. McG. EAGAR

Tue existing system of Blind Welfare is an elaboration of many
local voluntary efforts which have been gradually extended into
a national system. From 1791, when the first Institute for the
Blind in Great Britain was established by Edward Rushton in
Liverpool, to the passing of the Blind Persons Act in 1920, the
system of welfare, though widely extended, was necessarily .
partial and incomplete. With the passing of the Blind Persons
Att the system became for the first time “comprehensive,” in
the sense that a purposeful attempt could thenceforward be
made to provide for all the needs of the blind from infancy to
old age. By this Act the Blind were, infer alia, brought pre-
maturely within the scope of the Old Age Pensions Acts, and
County Councils and County Borough Councils had imposed on
them the duty of providing a minimum scheme of welfare for
all blind persons ordinarily resident within their area, Some of
the provisions of the principal Act were extended and re-enacted
by the Blind Persons Act of 1938, which, in particular, com-
pleted the long flight of the blind from the Poor Law by pro-
viding that, in general, all relief given to them should be
exclusively by virtue of the Blind Persons Act and not by way
of Public Assistance.

As compared with any other group of handicapped persons,
the blind are placed in a unique position by the Blind Persons
Acts. The system of welfare which has developed in the last
twenty years is comprehensive, and also specific in the sense that
it is devised to compensate the actual handicap of blindness
at each point where it occurs: in education and training, in
economic and industrial position, and in social and cultural
life. It is probably true that the welfare service of the blind is
more costly than that of any other group of handicapped persons
in this country. The total cost of providing for 74,324 registered
blind persons in England and Wales has recently been estimated

at £4,597.8!2
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A considerable amount is spent by the Treasury cach year
in providing Old Age Pensions {which under Section I of the
Blind Persons Act, 1938, are payable to the blind on a means
test basis at the age of 40} and War Disability Pensions for the
Blind. In 1g940-41 the cost of providing pensions for 26,579
blind old age pensioners aged 40 to 70 was £678,600. To this
must be added pensions paid to blind persons over jo years of
age, the amount of which for, say, 25,000 persons may be esti-
mated at £650,000. There are no statistics available for War
Disability Pensions later than the year 1937, but that year it
was estimated that 275,000 was spent upon providing War
Disability Pensions for 1,900 blind ex-Service men.

The expenditure upon blind welfare of County Councils and
County Borough Councils, which are the local authorities
responsible under the Blind Persons Act, has grown rapidly
during the last twenty years. At 31st March 1939 the expendi-
ture of local authorities under the Blind Persons Act was stated
to be £1,985,212. To this must be added payments from local
Education Authorities for the education of blind children aged
5 to 16, adolescents and adults, a sum which has been estimated
at £200,000 for the year 1940-41.

Cost oF BLinp WELFARE TO PuBLic FunDs

Expenditure of selected Local “Authorities in England and Wales
under the Blind Persons Acts, 1920 and 1938, for the year ended
315t March 1939.

. . Rate in Nurmber of Rate
Counties. Expenditure. the £. Registered  |Expenditure

' Blind Persons. | per Head.
Yorkshire, West £ FPence. £
Riding . . 97,315 34 2,975 33
Brecon = . . 3,462 33 193 18
Durham . . 42,212 32 1,851 23
Sussex (East) . 6,024 0’5 511 12
Berkshirve . . 3,272 0’5 303 I
Hampshire . 7,457 0'5 728 ©o10
Rutland . . 213 06 36 6
62 Counties | . 1,003,487 1y 47,153 21

. (average) (average)
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Cost or BLinD Werrare 1o Pustic Funps—-continued .

County Boroughs nditur Ratin | Romiod {spendivurc
) - . 1ster
1 Horoug Expenditure the £. Blin?ig Persons. ;:nl:-::rc Head.
£ Pence £
Merthyr Tydfil . 7,046 868 300 23
Bradford . . 94,020 428 681 50
South Shields . 11,128 527 361 31
Coventry . . 3,422 o'bo 220 16
Bournemouth . 3,204 040 183 18
Eastbourne . 1,220 034 | 77 16
Worcester . .| . 1,220 o83 90 12
84 County
Boroughs . 858,445 203 47,153 er
| (average) (aperage)

The total annual expenditure by voluntary organisations for
the blind has recently been estimated at £8og,000. With the
exception of grants paid from Blind Pension Societies, a_total
estimated for the year 1940-41 at approximately £75,000, the
voluntary expenditure represents not cash payments but the
cost of services providing for education, training, employment
and general welfare of the blind.

The foregoing statistics, in themselves, give but little idea
of the role of voluntaryism in blind welfare, and of the com-
plicated and interesting partnership which, in recent years,
has been developed between the voluntary and statutory
authorities. In the areas of most County Councils and County
Borough Councils there are voluntary- societies which in a
varying degree are sibsidised by the local authority in respect
of work which is left in their hands or delegated to them. In
addition to these local voluntary societies there are a -number
. of institutions, providing employment and education, which
serve areas larger than local but smaller than national. These
more-than-local areas are defined purely by convenience and
historical accident: they may, and in fact do, overlap. There
are also societies of national character and scope serving the
blind, and other agencies for the blind, in all parts of the country.

The pattern of service in different areas varies greatly. In
one area the service may be performed by a voluntary agency
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or agencies which provide education, training and employment °
in Workshops and Home Workers schemes, are responsible for
the Home Teaching service, and act as paymasters of domiciliary
assistance on behalf of the local authority or local authorities.
In another all the services may be performed by the local
authority direct, the voluntary agency having been superseded
or, if still in existence, being ignored. Few local government
areas are fully equipped to provide all services; one may have
a school but not a workshop; another a workshop, not a school;
many have neither and are compelled to“send children to other
areas for their education; similarly, trainees, whether adolescent
or adult, have to be sent ““abroad,” and blind persons seeking
employment in workshops have to go where such employment
can be found.

Nine local authorities maintain day schools for blind children
{two London schools having some boarding accommodation).
One group of local authorities in East Anglia has combined
to found and maintain a residential school for their blind
children at Gorleston-on-Sea. Glamorgan County Council
maintains a boarding school at Bridgend, to which children
from other areas are admitted. Ten of the fifty-four workshops
for the blind are wholly maintained and managed by local
authorities. With these exceptions, all teaching, training and
employment agencies in England and Wales are voluntary
societies.

On the other hand, all such voluntary agencies receive fees
from local authorities, and some of them other financial assist-
ance. Local authorities secure their interests and safeguard
their expenditure by representation, to varying degrees, on the
governing bodies of the voluntary agencies concerned.

In the middle part of the 1920-39 period there was a tendency
on the part of local authorities to take all services of the blind
under their direct administration. Just prior to the war there
was a slackening of this tendency, and even a reversal in a few
areas.

The Jargest of the national societies, the National Institute
for the Blind, is under the government of a council upon which
are fully represented the interests both of the local authorities
and of other voluntary societies. . Its function is to provide those
services which can most economically and effectively be provided
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on a national scale and are not already being provided. Other
national societics are: the National Library for the Blind, St.
Dunstan’s Organisation for Blinded Soldiers, Sailors and Airmen,
and a small number of other societies which serve specific
needs.

The Ministry of Health and the Board of Education are the
Departments of State responsible to Parliament for the welfare
of the blind. The Local Government Act of 1929 made a
considerable transfer of detailed responsibility for the welfare
of the blind from the Ministry of Health to the County and
Caunty Borough Councils. The Blind Persons Act of 1938
relieved the local authorities of the duty of submitting their
schemes of blind welfare for the Ministry’s approval. The
Ministry now retains a general advisory function, with ultimate
power of enforcement which can be exercised by reducing the
block grant, payable under the Local Government Act, in the
case of any local authority deemed not to be fulfilling its responsi-
bility to the blind. In addition, the Ministry has the function
of revising for each fixed-grant period the payments to be made
by local authorities to voluntary associations in virtue of the
services recognised by the 1929 Act; and, in the event of a
dispute between any local authority and voluntary agency in
this matter, it acts as the Court of Appeal.

Such, in brief cutline, is the complex administrative machine
that has been built upon the basis of the Blind Persons Acts.
The effectiveness of combined voluntary and official action in
this social service has now been tested by twenty years’ experience,
and that experience may be thought sufficient to justify proposals
for further development in blind welfare, and possibly for
analogous public-voluntary co-operation in other branches of
social service. Blind welfare must essentially be considered in
the environment of related systems of social welfare, and, indeed,
many of the anomalies of the system at the present day result
from the application to the blind of schemes which have a wider
and more general scope. '

The income of a blind person is derived from many sources:
numercus Departments of State and local authorities administer
the moneys he receives. The Blind Old Age Pension is
administered by the Department of Customs and Excise; the
Disability Pension through the regional offices of the Ministry of
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Pensions; the War Injury Allowance through the Assistance
Board, acting as general agent for the Ministry of Pensions.

Payments from rate funds may be administered by several
different committees of local authorities. In some instances
the machinery of Public Assistance is actually used to administer
domiciliary assistance, although one of the principles of the
Blind Persons Acts, and of the Local Government Act, 1929,
was to. dissociate blind welfare from the Poor Law. Moreover,
different authorities may, in respect of the same blind person,
have different bases of assessing his means, with consequent
multiplication of vexatious enquiries.

When, in 1920, the Pensions provisions of the Blind Persons
Act were being debated during the Committee stage in the
House of Commons, an effort was made to establish principles
which were specifically referable to the blind. Parliament,
however, preferred to abide by an existing pattern, and gave the
blind an Old Age Pension at the age of 0. The 1538 Act, by
lowering to 40 the age at which a blind person should be entitled
to the Old Age Pension, made the .anomaly even more pre-
posterous. \

One of the reasons given for this reduction of age was that
at 40 a blind person can seldom be trained to earn a real liveli-
hood. This argument is not true in all cases, and it conveys
an implication contrary to the fundamental principle of blind
welfare, that every blind person should be given the maximum
opportunity and inducement to earn his livelthood.?

The real motive of the provision was revealed by the Parlia-
mentary Secrctary to the Ministry of Health, in charge of the
Bill, when he said that, by reason of the devolution effected by
the Local Government Act and of the increase in cost of blind
welfare, the local authorities would be bearing more than their
share of the burden. The object in view was, in fact, not attained,
for the costs to local authorities of blind welfare have risen
enormously since 1938. No further amendment of the Old Age
Pensions Act, even if it were logically defensible, could give
further relief to the local authorities. It seems, therefore, that
if further relief is desired, some quite different expedient must be

! A substantial number of ** unemployable "’ blind persons, whose training was
not considered worth while, is now (autumn 1942) finding remunerative employ-
ment in war-time industry. .
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devised, and it may be added, with some relevance, that the
exclusion of blind persons from Supplementary Old Age Pensions
implies that the blind are not in fact regarded by the law as
old age pensioners from the age of 40 onwards.

Section II of the Blind Persons Act, 1938, applies the rules
contained in Section XXXVIII (3) of thc Unemployment Act,
1934, requiring certain asscts to be disregarded in determining
the need of a blind person and his dependants. The Old Age
Pensions Act, 1936, the provisions of which govern the Blind
Old Age Pension, does not allow them to be disregarded. It
frequently happens, therefore, that when a blind person receiving
domiciliary assistance applies for an Oid Age Pension at the age
of 40 he loses the benefit of the statutory disregards.

For similar reasons, namely, that a different basis of assess-
ment is used, reduction of a blind man’s income will normally
result when he becomes entitled, at the age of 65, to a Con-
tributory Pension instead of National Health Insurance.

It is evident from this bare recital of facts that the attempt
to stretch the Old Age Pensions Acts to cover blindness is as
inconvenient as it is illogical.

The enactment that ecach local authority should frame a
minimum scheme of blind welfare has, not unnaturally, led to
local inequality in the amount of domiciliary assistance given.
The amount spent per head on the blind by County Councils
varied in the year 1939 from £6 to £33, and by County Borough
Councils from £12 to £50. With the possible exception of rent,
the cost of living is much the same for the blind everywhere.
There is no rational defence for a system under which the amount
of financial assistance given is governed not only by considera-
tions properly taken into account in judging the needs of
individuals, but also by such extraneous factors as the political
complexion of the Local Council, the rateable value of the area,
and even the efficiency in agitation of the blind in the area.

With the anomaly of:local variations in domiciliary assistance
is closely associated the problem of local chargeability. The
responsibility fixed on local authorities, by Section II of the
Blind Persons Act of 1gzo, is for all registered blind persons
“ordinarily resident” within their area. Many difficulties were
encountered in administering this provision. Workshops for the
blind, almost all of which are situated in county boroughs, -

/
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 attracted a.certain number of employable blind persons to
become “ordinarily resident” in their wvicinity, so that the
county boroughs became to an increasing extent chargeable
for the employable blind. Morcover, differences in scales of
domiciliary assistance offered an inducement to blind persons
to migrate to areas of greatest benefit, so that authorities with
generous schemes had to bear a heavier burden than those who
interpreted their obligation in less generous terms.

Section I1I of the Blind Persons Act, 1938, was designed, infer
alia, to meet these difficulties, The area into which a blind
person has moved is now allowed, within a certain period of
time, to recover the cost of any assistance given to him from
the arca in which he previously resided. In practice, however,
the later Act has failed to solve the difficulty, and the spectre of
chargeability not only renders blind labour undesirably immobile,
but puts formidable difficulties in the way of young blind persons
receiving the most appropriate training in workshop occupations.
The mere fact of wide variation between the basic rates of
domiciliary assistance in different areas creates insurmountable
problems of settlement and chargeability,

From the point of view of the employable blind these diffi-
culties would not be so great were it not for the unsysternatic
distribution of workshops and home workers schemes. Workshops
for the blind generally are situated where accidents of local
goodwill or local need brought into being a “voluntary agency
which established itself, and in the course of time accumulated
buildings, endowments and tradition. The fifty-four workshops
for the blind in this country employed 3,581 blind persons in
1940-41. They vary in size from 7 to 230 workers, Only nine
of them employ more than 120 persons, and twenty-nine have
accommodation for fewer than 40. It is obvious that most of
them are too small to bé economic units of production, Man-
agerial and supervisory expenses are multiplied over and over
again. Specialisation is virtually impossible, and the proportion
of sighted help per blind worker is at its maximum in the smallest
shops. Some degree of co-operation in buying and selling has
been effected, but there is still an undesirable amount of poach-
ing, and unfair competition in tendering, in retail selling between
neighbouring workshops.

Home workers schemes, according -to the latest return,
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employed 1,686 blind workers in England and Wales.: They
enable blind workers to carry on trades in their homes, buying
their material and, ‘to some extent, selling it. The uneven
distribution of home workers schemes may be illustrated by the
fact that more than a third of the total of home workers in
England and Wales are in the two schemes which serve the .
Home Counties south and north of the Thames. In many parts
of the country the number of home workers is small and their
earnings are low, although it has been proved that with effective
management such schemes provide a practical alternative to
workshop employment, of particular value to blind persons who
want to continue their own home life in country places or their
home town. .

In the matter of training for manual occupations, too, there
is some ground for criticism. The great majority of blind
persons are unemployable, for blindness is predominantly an
incident of old age. It is significant, however, that the total of
blind persons classified as unemployable, 63,119, exceeds the
total of blind persons over the age of 50. There is, in fact,
among them a considerable pumber of comparatively young
people. Some of the younger blind have other defects, mental
or physical, which make them beyond doubt unemployable;
but there is a temptation for public bodies to take the ecasiest
way out of the difficulty presented by the loss of sight, and to
have regard only to the prevention of destitution. They pay
the cash and let the training go.

For the unemployable blind, domiciliary assistance and home
visiting are services of outstanding importance. For home
visiting, the majority of local agencies engage home teachers
who have taken the Certificate of the College of Teachers of
the Blind, which demands knowledge of Braille, Moon and
handcrafts. In practice, the home teachers are seldom able
to give much time to tecaching. They are predominantly social
workers rather than tcachers, A recent return from a South
of England county shows that g5%, of the visits paid by home
teachers in the course of the last two years were purely social,
a percentage somewhat exaggerated by the evacuation problem
but fairly representative of ordinary conditions in many places.
Nearly everywhere the number of teachers is small in relation
to the number of blind people who need visiting, The attention
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given in recent years to the peculiarly hard lot of the deaf-blind
has emphasised that home teachers with, say, 120 blind people
on their books cannot possibly give all their charges anything
like the attention they require. They do their best under
considerable difficulties. Their salaries on the whole are low;
but their work is both skilful and devoted. They themselves are
the first to lament the inadequacy of their numbers. The cost
of their service is, practically always nowadays, met from public
funds, for even. those.voluntary societies which direct the work
of the local home teachers receive grants for the purpose from
the local authorities. It is the local authorities which are
responsible in the long run for the adequacy, or inadequacy,
of the service,

Before any moral is drawn from the facts'and considerations
set out above, it is necessary to emphasise that blindness in
itself adds to the cost of living. Every blind person labours
under an economic handicap. It costs a man more to live
if he is blind than if he can see. A blind man may be able to
produce as much as a seeing person working alongside of him,
but his skill and energy would have given him a larger output
if he had his sight. A blind business man or administrator
must have a reader or secretary; the blind professional man
cannot drive his own car; the blind housewife must have domestic
help; an old blind man cannot play his part in running the
home; aged blind people in general must pay guides to take
them about and, generally, the attention and amusement they
require is a constant charge, In any scheme of financial
assistance, therefore, it must be recognised that the subsistence
level of the blind is higher than that of the sighted.

The function of this chapter is not to make proposals for
reorganisation, but to outline the system of blind welfare as it
exists today. From an administrative point of view it has been
seen that the blind individually depend largely upon local
administration; that local machinery is in most areas a complex
of voluntary and official action, and that many of the services
of blind welfare can best be administered not locally but region-
ally or nationally. It is evident that blind welfare cannot revert
to the partial effectiveness of unsupported voluntaryism; and
that under purely public administration it might too easily
become stereotyped and static. Neither voluntaryism nor public
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administration by itself is emough. The comprehensiveness
which follows from local authority responsibility, having once
been established, cannot be dispensed with. The local
authorities have in fact accepted their responsibility generously
and with great goodwill. They cannot, however, move far in
advance of public opinion or incur expenditure on experiments.
Experimentation, research, pioneer work and new enterprise
generally must be andertaken by voluntary agencies, or at least
by bodies inspired with the voluntary spirit. The needs of the
blind develop with the changing needs of the population at
large. New inventions are constantly bringing new compensations
for blindness within reach. The search for new devices and
new methods of service must be incessant. Blind welfare, as -
we now understand it, must be both comprehensive and dynamic.

Whatever form social administration may take after the
war, and however the burden of social service is distributed
between local and national resources, there must, in fact, be
in every part of the country an authority responsible for ensuring
that something is done for every blind person. That authority
must be actuated by the’ideal that the function of blind welfare
is not only to enable the blind to keep body and soul together,
but to encourage them, as far as possible, to take their place as
sclf-respecting, contributive citizens,
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WAR PENSIONS
By BARBARA BETTS

ON Armistice Day, 1941, the ceremony of silence was tacitly
dropped. But Britain was asked to pay more for her poppy.

A new generation of dead has modernised Remembrance Day.
The second World War has caught up with the first.

The effects of today’s total war will be felt in thousands of
families for years to come. They will be the biggest factor under-
mining the financial security and self-reliance of many house-
holds. In home after home the key breadwinner will be missing
or incapacitated. Children will be growing up whose earning
power will have been reduced. by i m_}ury To the dependants of
men killed or injured on active service will be added disabled
civilians and the dependants ‘of those killed or injured in air
raids. War injury is today the widest and most universal risk.

In March 1939, 877,400 pensioners of the last warp and
dependants of pensioners, were still on the payroll of the Ministry
of Pensions. The total cost of war pensions since 1914, together
with administrative costs, had, by that date, amounted to
£1,315,000,000. In the new war, up to August 1944, 57,257
civilians have been killed and 78,802 injured. Up to that date
temporary injury allowances had been granted in 143,000 civilian
cases; 17,000 persons had been granted injury pensions and
12,000 pensions had been granted in respect of civilian deaths,

The number of members of the Armed Forces killed and
injured during the first four years of the present war were
120,958 and 93,622 respectively! We are still, fortunately, a
long way from the experience of the last war. The number of
beneficiaries from one form or another of Ministry of Pensions
assistance reached in the peak year over 3,000,000. But the
Ministry’s field was narrower then. The civilian element hardly
entered into it at all, and the provision for the women auxiliaries
was so haphazard that, apart from nurses and others covered
by the Officers Warrant of 1920, the injured women had to secure
what assistance they could under the Workmen’s Compensation

! House of Commoms Debates, vol. 398, Cmd. 1817,
N 13
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Act or the Injuries in War (Compensation) Acts. Today, the
Ministry of Pensions has gathered into its fold not only the officers
and men of the three Fighting Services, but their women members,
the Merchant Navy, the fishing fleet, the Home Guard, all the
civil defence organisations and the civilian population.

The basis on which the Ministry was to provide for this vast
family was already defined when war broke out. Successive
Royal Warrants have amended and improved rates-and con-
ditions of grant; the Civilians Scheme has already been revised
twice since its introduction; the special problems of the Home °
Guard have had to be considered. But the process of adapting
the system evolved out of the last war to the needs of this has been
slow and, despite important concessions made in July 1943 and
April 1944, is still incomplete.

The setting up of the Ministry in 1916 was in itself a radical
departure from pre-1914 methods, necessary to meet the problems
of a new type of war—war on a world- and nation-wide scale.
At the beginning of the Great War an attempt was made to
make the previous pensions machinery work. The Army, with
its satellite body the Commissioners of Chelsea Hospital, con-
tinued for a year and a half to administer Army pensions, and
the Admiralty continued to administer those of the Navy. The
Mercantile Marine was the responsibility of the Board of Trade.
The flood of casualties soon proved too much for a system adapted
only to the needs of the small regular forces of normal times, with
an average discharge rate of some 4,000a year. The system lacked,
for one thing, an adequate local organisation to give cases the in-
dividual attention that was essential. It was only made to work
at all thanks to the influx of voluntary funds and voluntary labour.

Voluntary help was, in fact, given administrative powers for
a time under the War Pensions Act of 1915, which created, under
the Central Statutory War Pensions Committee, a network of over
a thousand war pensions committees representing all sides of local
life. The Statutory War Pensions Committee was empowered to
give supplementary assistance to the pensioner, and even to grant
a pension in cases of hardship. It had also to provide medical
treatment in hospital and vocational training for the disabled.

! Changes in War Pensions. Cmd, 6459.
* Increased financial provision for members of H.M. Forces with certain changes
in War Pensions, Cmd. 6521.
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The voluntary funds on which: at first the war pensions com-
mittees subsisted were later supplemented by the grant of
£1,000,000 from Parliament, but this confused the situation rather
than helped it. A half-hearted attempt was made to solve the
difficulties by setting up a Joint Pensions Board of the Service
Departments. By December 1916, however, the need for a
single Department, under a Minister responsible to Parliament,
was irresistibly apparent and was met by the creation of the
Ministry of Pensions. '

The Statutory War Pensions Committee was dissolved the
following year. Its administrative functions in connection with the
provision of medical treatment and training were transferred to the
new Ministry, and its powers for giving supplementary assistance
were transferred to a new body, the Special Grants Committee,
appointed by the Minister and financed by his Annual Vote.

The local committees continued for the time being in their old
form, but the need to bring them, too, under central control was
recognised in the War Pensions Act of 1921. The existing 1,200
bodies gave way to some 166 new ones covering larger areas and
acting only in an advisory capacity, The administrative functions of
the old committees were transferred to Area Offices of the Ministry.

In October 1921 the administration of pensions for members
of the Regular Forces and their dependants reverted to the
Service Departments concerned under the provisions of new
peace-time Warrants. The Ministry of Pensions was left to
care for the victims of enemy action in the period 4th August 1914
to goth September 1921, the official date of termination of the
Great War (1914-1918). This did not mean that no new cases
were admitted to compensation after that date, The effects
of the Great War were, in fact, still coming to light twenty years
after the Armistice, and in 1938-3g, 867 additions were made
to the Pension List, 153 of which were in respect of Great War
disablement ascertained for the first time.

From grd September 1939 the Ministry of Pensions has again
taken over responsibility for the *retired pay and pensions of, and
other grants for, members of our Military Forces disabled, and the
widows, children and dependants of such members deceased.” This
responsibility will continue until Parliament revokes the powers.

The Ministry works in close conjunction with the Service
Departments, which continue the service pension of a re-employed
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officer or pensioner who returns to active service. They only
do so, however, until he is disabled by war service. In such an
event he is awarded, in place of his service pension, a disability
pension consisting of his existing service award together with
a disability element, and this new pension is administered by
the Ministry. The Service Department concerned ceases to
have responsibility for the man, and the cost of the pension
falls in its entirety on the Pensions Vote.

The Ministry’s responsibility for members of the Armed Forces
is, however, further conditioned by the fact that the death or
disability in respect of which assistance is claimed must be
attributable to military service. It is possible for a soldier
who is disabled and invalided out of the Service to be refused
a pension by the Ministry and referred to other agencies for
assistance on the grounds that his disability is not due to war
service.

For example, a soldier may develop cancer during service
and the Ministry’s medical advisers may find that the disease
is in no way traceable to that service or aggravated by it. Or
again, a soldier who falls off a tramcar while on leave is at
present ineligible for a war pension, as is his widow if he dies.
These two types of ineligibility—the “ non-attributable *’ case and
the “off duty” case—have been the subject of fierce controversy
since war broke out. Some concessions have been made by the
Minister, but this point will be developed later.

The Ministry’s responsibility for civilians is confined to the
effects of war injuries or war service injuries. A war injury is a
physical injury to an ordinary civilian caused by the enemy or
in combating the enemy. A war service injury is a physical
injury to a civil defence volunteer “arising out of and in the
course of the performance by the volunteer of his duties as a
member of the civil defence organisation to which he belonged
at the time the injury was sustained.” It therefore includes any
injury incurred while on duty and is not limited to the effects
of enemy action. The Civilians Scheme also provides for the
dependants of those suffering qualifying injuries.

The creation of the Ministry of Pensions in 1916 laid the
foundations of the administrative machinery which operates
today.! After the last war it was found necessary to create for a

} Ninstcenth Annual Report of Minister of Pensions, 1635-36, Part II.



WAR PENSIONS 197

time local microcosms of the Ministry in the form of Regional
Offices which embodied the counterpart of the several sections of
the central Ministry. The bulk of the work was decentralised on to
these Regional Offices, leaving to the Central Office the powers of
regulation, control and payment of pensions. This arrangement
brought the Ministry into closer touch with local opinion. After
the peak year of 1gig, however,-the claims for pensions fell
sharply, and one by one the Regional Offices were closed. Area
Offices continued in operation until 1939, when their functions
were extended and they were described as Regional Offices.

For the war period the administrative machinery consists of
a Regional Office in every civil defence region, usually in the
same town in which the Regional Commissioner has his head-
quarters. In some parts of the country the work of the Regional
Offices is supplemented by that of district offices, working under
their control and along very similar lines. The number of part-
time offices which handle interviews and medical examinations
and limb-fitting work has been greatly increased to meet the
pressure of war needs.

The creation of the Ministry of Pensions in 1916 was not only
an important administrative advance; it meant that the whole
problem of war pensions was approached from a wider viewpoint,
An exhaustive re-examination of the principles governing the
fixing of rates and the grant of pensions was begun at once. The
Select Committee on Pensions of 5919 made recommendations
which led to important changes, and keen scrutiny of the pensions
schemes has continued to be made by successive Parliaments.

DsapiLity PENsIONs

The disability pensions which operate today vary widely, both
in amount and in type, from those operating in the early days
of the last war. The principle of the pre-1914 Warrants was soon
found inapplicable to 2 civilian army; the rates of pensions were
obviously inadequate. Increases in the rates were at first linked
with the disabled man’s capacity to work, and the pension of a
partially disabled man took the form of bringing the amount he
might be able to earn up to the figure for total disablement.
This penalised the man who struggled to hold down a job, and

a principle so unsound was abandoned by the new Ministry in
its first Warrant.
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Jn 1917 the present basis of assessment for disablement was
adopted. Disablement is measured in degrees which represent
the extent of incapacity by comparison with “the condition of
a normal healthy person of the same age and sex, without taking
into account the earning capacity of that member in his own or
any other specific trade or occupation and without taking into
account the effect of any individual factors or extraneous cir-
cumstances.” The Select Committee on Pensions of 1919
advocated that incapacity should be measured by reference to

-industrial conditions as a whole and not to loss of individual
earnings. A rise in the general level of wages would be relevant,
but not the conditions in the individual disabled man’s pre-war
occupation. That principle is embodied in the current Warrant
in the form quoted above, and in the Civilians Scheme.

Like naval and military pay, the money value of the disability
pension in operation in 1914 had remained practically unchanged
for the best part of a century, For the needs of a civilian army
it was quite inadequate. With the criterion of ““loss of earnings”
at first in mind, the Government took steps to relate the rates
to the rapid rise in wages. The maximum pension of 17/6 per
week for the private soldier (1009, disablement) was raised first
to 25/-, then to 27/6 in March 1917, and to 33/- in November
1918. The pension was put on a firm basis in 1919 as a result
of the researches of the Select Committee, *‘which faced the issue
of the pension as a maintenance grant in relation to the existing
cost of living. The maximum rate for the lowest rank was fixed
at 40/-. An allowance of 10/- a week for the wife was added for .
the first time in history. Children’s allowances had been granted
by the Royal Warrant of May 1915. _

The continuance of these pension rates was intended to be
conditional on the maintenance of the cost of living figure, but
successive Governments have not ventured to reduce the rates,
despite the fall in prices from the 1919 level. In 1928 a pledge
was given in the House of Commons that the existing rates would
not be reduced but that, on the contrary, if the cost of living
rose by 5%, or more of 215 (the 1919 figure), consideration would
be given to adjusting the rates accordingly.

In fixing the rates for the current war, however, the Govern-
ment created a new and lower pension level, justifying its
action by reference to the lower cost of living figure. The Royal

*
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Warrant and Orders of 19401 established maximum disability
pay for the lowest rank of 34/2, with a wife’s allowance of 8/4.
The distinction between the pensioners of the last war and of
this created a good deal of dissatisfaction which no argument
about cost of living figures was able to dispel.

The cost of living figure of 181 in June 1940 was eventually
admitted by the Ministry to be unrepresentative, and in February
1942 the rates were adjusted to correspond to a figure of 200.2

This improvement did not go far enough, however, to satisfy
the growing feeling that the Forces were not getting a square deal
and the agitation for higher pensions continued. In July 1943,
therefore, the Government announced ? that the present war rates
were to be “* assimilated broadly to those payable for the last War.,”

The improved rates (August 16, 1943) are as follows:

RaTEs oF ro0%, Disapisry (Men)

Navy. Army. Air Foree. v{ﬂy
Sergt.-Major RM. | W.O.CL I . | Warrant Officer . | 56/8
— Class I I WO, ClassII . | 53/4
Chief Petty Officer | Class 11 . | Flight-Sergeant . | 59/o
Petty Officer . | Class TIT . | Sergeant .7 - . | 46/8
Leading Rating . | Class IV . | Corporal . .| 43/4
Other men (and | Class V. . | L{Aircraftman and | 40fo
boys). Aircraftman. J
RaTES or 100% DmsaBirry (OFFICERS) :
Navy. ) Army., Air Force. Api.:::l
Rear-Admiral . | Major-General | Air Vice-Marshal | £420
Commodore . | Brigadier . | Air-Commeodore . | £375
Captain . . | Colonel . . | Group Captain . | £330
Comitnander . | Lieut.-Colonel | Wing-Commander | £300
Lieut.-Commander | Major . . | Squadron Leader | f2y0
Lieutenant . . | Captain . | Flight-Lieutenant | f240
Sub-Lieutenant . | Subaltern . | Flying Officer or | f210
Pilot Officer.
Midshipman or :
Warrant Officer . — — £18o

! Cmd. 6205, H.M.S.0. (Army}, S.R. & O. 1940; No. 1469 HM.S.Q. (Navy
and Marines) ; Order by His Majesty, 23rd October 1940, H.M.S.0. {Air Foree).
' Cind. 6342, H.M.S.0. * Cmd. 6459.
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- FAMILY ALLOWANCES FOR DISABLED SERVICEMEN

Weekly Rate.
For a wife . . . . 10fo
For 1st child . ] /6
For each other child | : ) -7

Faumy AvLowances rorR DisasLep OFFICERS
Maximum

. Annual Rate.
For a wife . . . . . 436
For st child . )
For each other child | ' ' - 430

Family allowances for disabled officers were originally subject
to establishment of “pecuniary need,” but in July 1943 this
qualification was abolished. It has never applied in the case
of men of the ranks.

The 1009, rate of disablement is not restricted to those totally
disabled in the ordinary sense of the word. Total loss of sight,
for instance, or the loss of two limbs, is valued at 1009%,, as well
as total paralysis or lunacy. If a pensioner is not only 1009,
disabled, but actually helpless, an additional allowance is payable
for the services of a constant attendant up to £100 a year in the
case of officers and 20/- a week for other ranks. A man who is
so disabled as to be unemployable now ! receives a supplementary
pension of 10/- a week.

A degree of disablement of less than 100%, is medically assessed
on the merits of each particular case. Experience has helped
to achieve uniformity of assessment; in addition, certain specific
disabilities have been recognised to rank at a given degree.

The children’s allowances normally terminate at 18 in the
case of officers’ children and 16 in the case of other ranks. They
may, however, be continued after that age if the child is an
apprentice, or is being given higher education, or if it is incapable
of self-support, In incapacity cases the allowances may not be
continued beyond the age of 21. )

Where the family’s financial position warrants it, the Minister
may at his discretion award an education allowance to the child
of a disabled man or officer provided he is satisfied *“that the
child would have been likely, having regard to the ability of the
child and the circumstances of the family,” to have received an

! Cmd. 6459.
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cducﬁﬁon of the same type had the father not been disabled.
The amount in any one year may not exceed £50.
Women members of the Forces receive disability pensions at

the following rates:

Rates oF r1oo%, DsasiriTy PEnsioN. FOR WOMEN MEMBERS OF
OTHER THAN OPFICER STATUS

Navy. Army. Air Force, v{?ﬁy

Member with status| equivalent to thalt of;

— WO .ClL T Warrant Officer . | 48/4

— Class 1 w.0.ClL1I 46/8

Chief Petty Officer |, Class 11 Flight Sergeant 45/o

I Petty Officer Class 111 Sergeant 43/4

| Leading Rating Class IV Corporal . 41/8

Able Seaman -. | Class V. L/Aircraftman and '

Aircraftman 40/o

|
|

JFAaMILY ALLOWANCES

Maxpius RATES FOR 1009
Member with Other
Officer Scatus. Members.
 For a dependent husband . £36 p.a. 10f0 p.w.
For 1st child . . £30 p.a. 7/6 p.w.
| For 2nd and each other child . £24 pa. 6/o p.w.

RATES OF 100%, Dsamiiry Rerirer Pay For Nuksks- anDp
WoMeN OFFICERS

i
Navy.

Army,

Air Force.

. Member with status above
¢ that of Commander
h Member with status of
Commander
Member with status  of
! Lieut-Commander
| Member with other com-
missioned officer status
Member with status of
‘ Warrant Officer
L

Member with status above
that of Lieut.-Col.

Member with starus of
Lieut.-Coi.

Member with status of

Masjor
Meméer with other officer
status

Member with status above
that of Wing Cotnmander

Member wil atatus of
Wing Commander

Member with status of
Squadron Leader

Member with other officer
status

Annual
Rate,

L2790
L2358

£175
Li%0
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Family allowances are only payable to a woman member’s
dependants if she is in pecuniary need. The husband must,
to qualify for an allowance, be physically and mentally incapable
of self-support and have been dependent on her. Their children
only qualify for allowances if the husband is himself eligible

for allowance. If she is a widow, her children qualify for -

allowance at a higher rate. If she has children of qualifying
age other than those by her husband, the Minister may grant
them allowances at his discretion.

Mepicar TREATMENT

Animportant partof the provision for disablement takes the form
of medical treatment. The Ministry of Pensions only takes over
this work, as far as the Forces are concerned, after discharge from
the Services has taken place. If a disabled man is to be invalided
out of the Service while still under treatment, the Ministry takes
responsibility for the treatment while the decision is being reached
on whether the disability is attributable to war service. Treatment
allowances are granted until the decision is reached.

A man for whose disability the Ministry accepts responsibility
may be required, if necessary, to undergo medical or surgical
treatment in an institution or otherwise, In such a case he
may be granted, under such conditions as the Minister may
determine, an allowance at the rate appropriate in his case for
the highest degree of disablement, in lieu of his current award,
for as long as the treatment continues. If the treatment is in
an institution, an amount for cost of maintenance is deducted
from his allowance. Family allowances at the appropriate
rates arc also payable during treatment. In such a case, the
condition which excludes from allowance the wife and children
of a post-discharge marriage or the children born more than
ning months after discharge is waived.

In a case where only part-time treatment is necessary, involving
occasional absences from work, an allowance may be granted,
graded according to the time lost, but not exceeding 18/- a week
in the case of an officer, 14/- in the case of a soldier, 14/- in the
case of a woman member of officer status and 10/- in the case
of any other woman member.

Minisiry’s Medisal Services—The medical work of the Ministry
is one of its most important functions. It relies for its execution
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in the first place on the medical staff attached to headquarters
and the Regional Offices. In addition, the Ministry employs
sessional medical officers and specialists on whose services it
can call at need. This medical organisation carries out the
boarding and other forms of medical examination necessary to
determine title to pension and assessment of disablement; also
the certification of all forms of treatment including the supply of
appliances and the medical examinations necessitated thereby.

A man may be brought in the first instance before a general
Board, which, after examining him, may refer him to a specialist
or, if his case is clearly a specialised one, he may be referred
immediately to a specialised Board—for example, in the case
of an eyc injury. In cases of serious doubt or difficulty the case
may be referred to one or more of a panel of independent medical
practitioners nominated by the Presidents of the Royal College
of Physicians and the Royal College of Surgeons respectively.

During the first twenty years of the Ministry’s history some
five million medical examinations took place, three million of
which were held during the three years immediately following
demobilisation after the Great War.

An attempt has been made to secure uniformity of assessment
in case of disability, and it has been necessary to give guidance
to the numerous Medical Boards working separately and dealing
with a very wide range of disabilities. The first step was taken
in the Schedule to the Royal Warrant of 1g19,! which laid down
standard assessments for certain specific injuries. For example,
amputation of the right arm through the shoulder was held to
rank as go9%, disablement; total loss of speech, 80%; total
deafness, 70%, and so on. A further step was taken by the
establishment in 1919 of a *Disability Committee” manned by
eminent men, including the Presidents of the Royal Colleges of
Physicians and Surgeons. With the aid of specialist sub-com-
mittees, this committee has from time to time devised standard,
though elastic, criteria of assessment for certain disabilities.

In addition, trained medical officers from the headquarters
of ¢he Ministry exercise supervision over the work of the Medical
Boards and help to ensure uniformity, though it is stressed that
this should not unduly fetter their judgment bascd on the
individual circumstances of the claimant.

1 Cmd. 457, H.M.5.0. od.
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- In providing medical treatment for war disabilities, the Ministry’s
function has been to supplement existing agencies. A disabled
man requiring treatment which can be given in the home is ex-
pected to procure that treatment, if possible, through the facilities
of the Health Insurance Acts. In-patient and out-patient treat-
ment is organised for pensioners by the Ministry, partly through
civil and general hospitals and partly in its own institutions.

At the peak period of treatment claims from the last war the
Ministry had set up an extensive hospital and out-patient service
of its own. In 1921 there were 67 hospitals with over 13,000
beds maintained and controlled by the Ministry, in addition
to the 5,000 beds reserved for Ministry cases in other institutions,
In the present war the Ministry’s own hospitals are only 14 in
pumber. The Ministry prefers to have surgical cases directly
under its own care because of the need for close co-ordination
between the work of amputation and the work of limb fitting.
The correct amputation of a limb is essential to the successful
fitting of an artificia) one. The need for more extensive provision
for medical and surgical cases led the Ministry, at the outbreak -
of war, to turn over to this work two of its hospitals formerly
reserved for neurological cases.

Tae CrviLians SCHEME

The Civilians Scheme is a security development of the present
war, The new threat of bombing has necessitated provision to
meet a situation in which civilians were brought into the front
line of battle as extensively as members of the Armed Forces.
All members of the community now run the risk of injury or
death by enemy action, and all have to be provided for.

The Personal Injuries {Civilians) Scheme, 1941, is the third
scheme which has been approved by the Government. The
scheme divides the community inte four main groups: civil
defence volunteers, gainfully occupied persons, non-gainfully
occupied persons and children under 15. The latter are not
pensionable until they reach 15. Non-gainfully occupied persons
were originally pensionable at a lower rate than those gain-
fully occupied, This has been partially adjusted, but the
provision still remains that if their injury results in death
their widows and dependants do not qualify for pensions

. 1 8.R. & O. 1941, No. 226, H.M.S.0. ¢d.
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unless they are in need. Non-gainfully occupied persons
include housewives and persons who have been unemployed
for a long period, but not students and apprentices over 15.
Civil defence volunteers injured while on duty are eligible for
the same scale of compensation as gainfully occupied persons.
If they sustain a war injury while not on duty, they are eligible
for compensation as ordinary civilians.

Civilian Injuries and Disablement.—Provision for disablement, falls
into two classes. During the period immediately following
injury, injury allowances are payable in respect of certified periods
of incapacity for work, which last for seven consecntive days,
and they are not normally payable for more than twenty-six
weeks from the date of injury, At the end of that period it is
anticipated that either the injured person will have recovered
or an award of injury pension will be made.

Civil defence volunteersinclude both those paid and those unpaid.
Qualifying civil defence organisations are listed in the schedule
to the scheme. Professional firemen and policemen and special
constables are provided for under their own pension schemes.

Certain civil defence organisations listed in the schedule are
limited to ‘““members who are unpaid.” For example, in the
Billeting Service only unpaid billeting officers, assisting local
authorities, are held to be civil defence volunteers, Regular
local authority employees are eligible for compensation in respect
of war injuries as gainfully occupied persons, but are covered for
other injuries sustained on duty by the ordinary arrangements
applicable to their employment, e.g. Workmen’s Compensation.

‘The weekly rates of injury allowance are as follows:

Massmrn MuEe UNMARUED Malg
PERSONS. PERSONS. FEMALE Prmsons.

CLuss oF INJURY. '
o Not in In Not in In Not in In
i Hoepital. | Hospital. | Hospital, | Hospital. | Hospital.

{a) War scrvice injuries;
war injuries sus- .
tained by gainfully
occupied persons . 35/- 35/~ 35/~ | *24/6 35/~ *24/6

{§) War mJuna sus- -

tained by non-gain-
fully occupwd pcr-

38/~ | 246 | 35/~ | 246 | a5/~ 24/6 |

. Halfratesare payable to persons under 18, unless they are married,
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In the case of persons under class (a) of the table, additional
allowances are payable in respect of eligible children at the rate
of 4/- for each of the first two and 8/- for each of the others.
These are children born before, or within nine months after, the
date of injury. An allowance for a child normally ceases at the
age of 15, but it may be continued after that age if the child is
an apprenfice, or is being given higher education, or if it is in-
capable of self-support. An allowance of 8/g per week in
respect of a wife is also payable while the injured husband
is out of hospital, provided that husband and wife are not
both receiving injury allowances.

The rates marked * may be increased to 35/~ if the injured per-
son is maintaining in his or her home a wholly dependent relative.

A widow not gainfully occupied who receives a war injury
may, while in hospital, reccive the out of hospital rate 1f she is
maintaining in her home a dependent child.

The weekly rates of pension applicable to ‘cases of 1009,
disablement are as follows:

MALE PrrsoNS. FEMALE PERSONS.
Cram or INJURY. 8 3
ol e |underins| ol over. unds 78
(a) War service injuries : war injuries )
sustained by gainfully o¢cupied
persons and by students and ap-
tices aged 15 or over . . 40/- 20/~ - 40f— 20/~
)] %ﬂl mjuna sustained by nom- |,
gainfully occupied persons . . 40/~ 20f~ 40/- 20/~ |

1 Married persons under 18 arc treated as if 18 and over.

In addition to these rates, persons in class (¢) are granted
additional allowances, proportionate to the degree of disablement
of the injured person, in respect of a wife and for children born
before, or within nine months after, the date of the injury. The
allowance for a child ordinarily ceases at 15, but may be continued
after that date on the same conditions as are outlined above,

WEEELY RATES oF FAMILY ALLOWANCES TO TOTALLY
DiaBLED Persons

= Where Wife's Allowaace is paid. ‘ Where Wife's Allowance fs not paid.
Wife . . . 1ofo | First child . . 10f0
First child . L. 76 Second child . /6
Each other child . bfo Each other child . bfo
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Education allowances may also be granted to the children of
" injured or disabled civil defence workers or gainfully occupied
civilians on the same terms as for the children of ex-Service
personnel. _ N _

It will be seen that, under the Civilians Scheme, the rate for
a man or woman of over 18 is the same as for the lowest
rank of the Armed Forces. Under the Civilians Scheme there
is no allowance for rank, mot even in the case of civil defence
volunteers,

The degree of disablement sustained by a civilian is determined
by a Medical Board appointed by the Ministry of Pensions. The
same principles of assessment apply as in the case of the Armed
Forces,

Wmows’ aNp DePENDANTS’ PENsiONs
Widows® Pensions.

Widows’ pensions are payable without means test to the
widows of deceased officers and other ranks of the Armed Forces
and, under the Civilians Scheme, in the case of gainfully occupied
persons and civil defence volunteers.

A widow under 40 and without children receives less than a
widow with children or over 40 years of age, presumably because
it is assumed that she ismore likely to be able to earn her own living.

Pensions to widows of officers and men in the Armed Forces
are payable at the following rates?:

-

Pensions ror ' Wipows oF QFFICERS

Navy. Army, Air Force. Aﬁ.:::l
Admiral of Flect . | Field Marshal | Marshai . . | Lyo0
Admiral .- .| General . | Alr Chief Marshal | £540
Vice-Admiral . | Lieut.-General | Air-Marshal .| Lo
Rear-Admiral . | Major-General | Air Vice-Marshal | £350
Commodore = . | Brigadier . { Air-Commodore . | £290
Captain . . | Colonel . . | Group Captain . | £230
Commander . | Lieut.-Colonel | Wing-Commander | £210
Lieut.-Commander | Major . . | Squadron Leader | £180
Licutenant . . | Captaift . | Flight-Lieutenant | £165
Sub-Lieutenant . | Subaltern . { Flying Officer or

Pilot Officer . | £150
Warrant Officer . |+ — - £125

1 Cmd. 6459 and Cmd. 6521.
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PeNsIONS FOR SEPARATED Wives oF OrricERs DEceASED

Maximum
. Annual Rate,
Commissioned Officers . . . £105
Warrant Officers, R.N. . . £95

Penstons FOR UNMARRIED DEPENDANTS wiO HAVE LIVED
As Wrves oF Orricer: Decgazep

Maximum annual rate . . . £60

Pensions For Winows or MEN

o Widaw | Widaw
over ’0 H _Gl’ 40 |
S ' orwith | withow
Navy. Army. Air Force. .‘. h"':‘_ ﬁ;’:ﬁ
|
support. supporl.
Sergt.-Major, RM. | W.Q. Cl. I. | Warrant Officer . 38/~ 28/4
— Class I WO QLI . 3%,1'— 26/8
Chief Petty Officer | Class IT . | Flight-Sergeant = 25/-
Petty Officer . | Class III . | Sergeant . . 35/ ngjig
Leading Rating . | Class IV . . Corporal . . 94/— 21
Other men . . Class V. | LfAircraftman aud
Aircraftman .. 32/6 20/-

Penstons FOR SEPARATED WIVES oF MEN DECEASED
Maximum weekly rate . . . 20/-

Pensions FOR UUNMARRIED DEPENDANTS WHO HAVE LIVED
as Wives or MEN Deceasep

Maximum weekly rate . . . . izf-

Children’s Pensions.
AvLowances For CHILDREN or Deceasep (Qrricers

Children maintained by widow, separated wife or unmarried dcpcnd
ant living as wife:—

Commissioned Officers . . « £36 per annum

wal‘l‘ant Oﬂiﬁm, RoNl . . e £28 I »”
Motherless child :— i

Commigsioned Officers . . . £60 ,,

Warrant Officers, R.N. . ..  £45 0
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ArvLowances For CHILDREN oF DEcEasep MEeN

Children maintained by widow, scparatcd wife of unmarried depend-
ant living as wife :—

Far first child . . . .o 1

For second child . . 11— per week
For third and each other child J

Motherless children . . . . 136,

Here again the pension rates of the present war have only
recently been brought up to the level of the 1g1g-20 peak. The
pre-1914 Warrants made scanty provision for a fighting man’s
widow, and both the scope and the rates of widows’ pensions
were steadily increased during and after the Great War. Within
a few months of the outbreak of the last war, the pension for
the widow of a Class V soldier, for example, was raised from
5/- to 10/- a week. It was again raised to 13/g in 1917; there
was a further rise in 1918, and finally, following the Recport
of the Sclect Committee in 1919, it was stabilised at 20/- a
week—one-half of the maximum disability pension—for a widow
under 40 or without children, or 26/8—two-thirds of the maximum
disability pension—for a widow with children or over 40 years
of age. In the same way, the pensions rates for officers’ widows
rose rapidly. But in this war the rates did not climb back to
the 1920 peak, despite the small increase on the 1940 figure
made in 1942 to meet the increased cost of living, until August
1943. In April 1944 ! they passed that peak.

So great had been the feeling in favour of better treatment of
the Serviceman’s widow that the new concession included pro-
vision to supplement the 1gzo rate still further in certain cases,
Widows of “other ranks™ with children are now 2 paid supple-
mentary pensions to a sum equivalent to the amount paid by
them in respect of rent and rates over 8/- a week. Thus if a
widow with one child is paying 15/- a week rent, she receives
50(6 per week instcad of 36/2; if her rent is 17/-, she receives
52/6. The maximum amount of supplementary pension is 12/-
per week, payable when the rent reaches 20/-.

Before any widow’s pension is payable, the attributability of the
man’s death to a wound, injury or disease of service origin or
aggravation by war service must be established. Furthermore,

' Cmd. 6521. * Cmd. 6459.
Q
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save in exceptional cases, death must have occurred within
seven years of the receipt of the wound or the onset of the fatal
complaint. Death must not have been due to 2 man’s own
serious negligence or misconduct.

Education and additional allowances for children are payable
on the same conditions as in a case of disablement. In addition,
where a pension has been continued over the age of 16 to the
motherless child of a deceased member of the Forces on the
grounds of mental or physical incapacity to earn a living, the
pension may be continued even beyond the age of 21 if the
pensioner is certified to be totally and permanently incapable
of earning a living. Thus the afflicted (motherless) child of a
deceased soldier may continue indefinitely to receive 13/6 a
week (““provided that in the opinion of the Minister the circum-
stances of the case justify contmuancc”) by virtue of the fact
that its father died from war service,

Civilians Scheme. )

Pensions are payable to the widows of civil defence volunteers
who die as a result of a war service injury and of gainfully
occupied civilians who die as a result of a war injury at the rates
. applicable to the lowest ranks of the Armed Forces and on the
same conditions, with the exception that no provision is made in
the Civilians Scheme for an unmarried dependant who has lived
with the deceased man as his wife. Supplementary pensions are
also payable to widows with children whose rent and rates
exceed 8/- per week,

Women Members of the Forces.

The husband of a deceased woman member of the Forces
may be granted a pension if he was dependent on his wife and is,
in whole or in part, incapable of self-support. The rate varies
with the husband’s circumstances. Pensions and children’s
allowances are as follows:

Prnsions For DEPENDENT Huspanps orF DEecrEasedD WoMEN
MeMBERS

Maximum Rate,

Members of officer status . . £95 a year
Other members . . . . 22/6 a week



WAR PENSIONS

211

AvLLowances For CHILDREN oF Deceasen Women Meumsers

Member with | Member with | Ocher
tatus
Officer Statws. | W.O. RN, | Members.
Children in care of pen-
sioned husband : Annual Rate Anpual Rate. | Weekly Rate.
First child £136 . A8 g/6
Second child . £36 £28 8/6
For each other child £36 £28 7{6
Fatherless child . L60 £45 12/-

A woman member’s children are only eligible for allowances
if a pension is in issue to her husband, save that, if she has other
children than his, the Minister may, at his discretion, pension
them as orphans.

The same conditions for the extension of children’s allowances
beyond 16 and 18, for the grant of education allowances, and for
the indefinite continuance beyond the age of 21 of the allowance
to an incapable orphan child, apply as in the case of male
members,

Women Civilians.

No provision is made under the Civilians Scheme for husbands
who were dependent on their wives and whose wives have been
killed, leaving them in need. Provision is, however, made for
the children of a deceased woman civil defence volunteer or
gainfully occupied woman if they were dependent on her and
if it is not possible “for means of support for that child to be
obtained from any individual liable to contribute to the support
of that.child.” Such children are pensioned at the higher
rate of 12/- per week.

Parents and Other Dependants,

The present system of parents’ pensions has evolved by
experiment. It replaces the two types of pension which were
issued in the early days of the last war—the flat rate 5/- a week
pension payable automatically to all parents who lost a son,
and the “pre-war dependence” pension, based on the amount
of support the son was giving up to the time of his enlistment.
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The Select Committee of 1919 condemned the flat rate com-
pensation for the loss of a son, and this type of pension was
not issued after 1g22. It has not been included in the provision
for the present war, although parents who drew it in respect
of losses in the last war still continue to do so. The current
scheme takes account of the parents’ need ‘““arising from old
age, or from infirmity or other adverse conditions not merely
of a temporary character,” and also of the extent to which the
deceased son or daughter would have been likely to have
contributed to their support if they had lived. This estimate
is not prejudiced by the extent to which support was or was not
given before death, except for the condition that if a pension
is in payment to the widow or widower, or to the child or other
dependant of the deceased member of the Forces, a pension
may not also be awarded to the parents unless they were dependent
on the deceased son or daughter. _

Pensions are also payable, under the Civilians Scheme, to the
parents of a civil defence volunteer who dies as a result of a war
service injury, or of a gainfully occupied person who dies as a
result of a war injury, with the following qualifications:

{a) “Old age,” as a test of need, is defined as 65 years and
over in the case of the father, and 6o years and over in the case
of the mother.

() The support given by the son or daughter must have
been actual, in the form of a regular contribution for at least
the period of a year immediately preceding the date of death.

The rates of pension are varied in each case according to
need, the maximum rates being as follows:

Pensions For PARENTS OF Deceasen OFFICERS
Maximum annual rates vary according to the rank of dcceased
officer.
Maximum annual rates for officers below the rank of Lieutenant-
Commander, Major or Squadron Leader are:—
Commissioned Officers:
: One parent . £75
Two parents £100|yp exceptional cases these rates may be
Warrant Officers, R.N.: ‘. increased by an amount not exceed-

One parent . £6o| & £70 a year.
Two parents  £8o0]

- -
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Pensions FOR Parents oF OrHER RaANks
Maximum weekly rates:

One parent . 15f—11
Two parents 22/6 J

n exceptional cases these rates may be
increased by an amount not exceed-
ing 7/6 a week.

PensioNs FOR PARENTE oF DEcEASED WomeEN MEMBERS

Member of officer status:
n exceptional cases these rates may be

I
One parent . £75 ]\ increased by an amount not exceed-
Two Parents . £100 J ing £15 a year.

Oiher ranks:

One parent . 15/—11
Two parents . 22/6'

n exceptional cases these rates may be
increased by an amount not exceed-
ing 7/6 a week.

Pensions For Parents oF OCrvie DereENcE VOLUNTEERS AND
Gawrurry Qccuprep CrviLians, wHO DIE As A REsuLT oF a
QuaLirving INjury

Minimum pension is 5/- a week; maximmum weekly pension is

15/- for one parent and 22/6 for two. In exceptional cases these

rates may be increased by an amount not exceeding 7/6 per week.

FUNERALS

A military funeral without cost to the relatives may be
arranged by the Naval, Military or Air Force authorities, as
appropriate, in the case of a member of His Majesty’s Forces
who dies whilst still serving. Similarly, in the case of a civilian
or civil defence volunteer, the Government has arranged with
local authorities, through the Ministry of Health and Department
of Health for Scotland, that State burials free of cost to the
relatives shall be accorded to persons who die as the result
of war injuries or war service injuries.

The Government is prepared to make a grant of £7 10/-
towards the cost of privately arranged funerals in the case of a
civil defence volunteer killed on duty, or in the case of a gainfully
occupied person who has died as a result of a war injury, where
the arrangements have been made by the widow or by a wholly
dependent relative whom the dcccascd was regularly maintaining
in his or her own home.

1 {60 where deceased was a Warrant Officer, R.N.
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A similar grant is payable in respect of the death of ex-
members of the Forces who die while undergoing treatment
in an institution to which they have been admitted for a course
of treatment, or where death occurs at home and the cause of
death is certified to be the same as the pensionable disability.

WELFARE WORK OF THE MINISTRY

In addition to the grant of monetary pensions, the Ministry
has to do a great deal of practical welfare work for the different
classes of pensioners and for their dependants. The Ministry
is, in the first place, committed to much supervisory work by
the terms of the pensions schemes themselves. The Royal
Warrants, for example, empower the Minister, at his discretion,
to decide whether, in order to secure the proper care of a child
on behalf of whom an allowance is payable, the pension should
be paid to the parent or guardian or ‘“‘administered under
such conditions as the Minister may determine.” The “mother-
ing” of war orphans and of the children of war widows by
Mrs. Jennie Adamson has been given publicity as part of our
present war provision. The Minister’s powers in connection
with the care of war orphans of the present war are derived
from the War Orphans Act of 1g42. This is, in fact, a re-
assumption of the obligation placed on the Minister under the
War Pensions Act of 1918 to take under his care all children
of men killed in the war who, being motherless or for other
reasons, were found to be suffering neglect. Some 3,000
pensioned children of the last war passed wholly into the
Ministry’s care, homes were found for them and their education
supervised. Nearly a quarter of a million pounds was spent
on the welfare of “neglected children” of the last war, This
welfare work was carried on mainly through the agency of
the Special Grants Committee and the local war pensions
committees, with the combined aid of State and voluntary funds.

The effect of the last war on the children of soldiers was
severe and far-reaching. In the peak year, one and a guarter
million children were in receipt of pensions or allowances.
Some £132,000,000 had been spent on this account by 1936.
The effects of the present war have been extended to children
of civilians also. Bombs have, in many cases, killed the parents
in the towns, leaving as orphans the children evacuated to the



WAR PENSIONS ' 215

country. The number of children on the Ministry’s books as
orphaned up to January 1944 was 2,264. Most of them are
being cared for by relatives, and where satisfactory billeting
arrangements had been made for the children during the parents’
lifetime every effort is made to see that they are not disturbed.

The Ministry has appointed specially selected women officers
in every Region to visit and look after the welfare of all war
orphans and to take such steps as are necessary to ensure their
well-being.

The administration of the education allowances and of the
extended maintenance allowances to children receiving higher
or technical education involved the Ministry in a good deal of
supervisory work after the last war, and this responsibility is
again placed on the Ministry under current schemes.

The administration of these education allowances brings into
play both State and voluntary agencies. The Special Grants
Committee’s expenditure has, since 1917, fallen on the annual
vote of the Ministry of Pensions. The Committee deals with
cases best covered by temporary allowances carefully adapted
to individual needs, and has played a big part in administering
the education allowances granted in all cases of need and, in
particular, allowances for higher and technical education over
the age of 16, The Committee’s grants have been limited, under
the terms of the Warrants, to children receiving such education
as their fathers would normally have provided. Where, however,
the Committee has come across a child of exceptional ability
coming outside this definition, it has referred the case to the
King’s Fund, which dispenses voluntary funds.

The local war pensions committees have played a big part
in sccunng the welfare of the children. Thcy have also been
tireless in aliewaUng the lot of pensioners in other directions—
by organising comforts and entertainment for disabled men in
hospital and in their own homes; by campaigning for free
travelling facilities from local authorities for seriously disabled
men; by keeping the public alive to the claims of pensioners in
a number of ways. One of the most important forms of assistance
for ex-Servicemen after the last war was the scheme for giving
preference in employment to disabled men in the period of acute
unemployment, a scheme supported by the Government, by
local authorities and by large firms and corporations.
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ADMINISTRATION

The humanity of the minijsterial approach is best reflected,
however, in the provision it makes for speedy relief of sudden
need, on the principle of “he who gives quickly, gives twice.”
Persons in acute distress, however great their need, resent help
which is only given after long enquiry and involved formality.
A man who is “‘given his ticket” from the Army wants to know
where his family stand without protracted anxiety; a woman
whose husband has been killed in a raid needs help the next
morning. “‘Snooping” in such circumstances is intolerable.

Under the pressure of “blitzes,” Government Departments
have learned to act quickly. The Ministry of Pensions, to its
credit, learned this lesson early. Today it rivals the efficiency of
the Assistance Board in dealing rapidly with the effects of heavy
raids. In fact, the Ministry acts in close conjunction with the
Assistance Board in dealing with civilian casualties. The Ministry
of Pensions has frequently set up its stall in the Assistance Board’s
local offices in heavily raided areas where a local office of the
Ministry has not already been in existence. If casualties are not
heavy enough to justify the opening of a temporary office, a
pensions officer visits the area alter a raid and, with the help of
the local authority, gets in touch with civilians likely- to have
claims. Widows of air-raid casualties have been interviewed by
these officers among the ruins of their own homes and have been
handed on the spot the special temporary allowance of 50/- a
week to which they are entitled pending the settlement of their,
claim to a pension. In recent raids the pensions man has been
- as much in evidence the morning after as has the food convoy
or the field kitchen.

Provision for the injured is less praiseworthy. No injury
allowance is payable until the injury has lasted seven consecu-
tive days; payment is, however, then made from the date of
injury. Publicity is given by the local authorities to the existence
of injury allowances and how they may be claimed. Relatives
of the injured person arc referred to the nearest office of the
Assistance Board, or to the appropriate Regional Office of the
Ministry of Pensions, and prominence is given in local authorities’
information leaflets to these addresses.

The widow of a deceased Serviceman is relieved of immediate
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- anxiety by the continuance for thirteen weeks after death of her
full service allowances, including any war service grant. As
soon as the husband’s death is confirmed, the Service Department
arranges for the widow to fill up the necessary forms. The com-
plcted forms are referred automatically to the N[inistry of Pensions,
and in the normal way the widow’s pension is in issue by the
end of the thirteen weeks.

When a disabled Serviceman is to be invalided out of the
Service he is given four weeks’ “furlough™ by the Department
concerned, dating from the day of the decision that he is to be
invalided out. 'The Service documents are transferred to the
Ministry of Pensions at the earliest possible moment, and the
Ministry attempts to get the disablement pension in issue before
the end of the four weeks’ furlough. If it fails, the man’s only
recourse is to the Assistance Board for help under the scheme for
the Prevention and Relief of Distress. Assistance given to him
under this scheme is based on need.

CoNTROVERSIAL IssuEs

There has been little criticism of the Ministry’s administrative
machinery, but a good deal of criticism on points of policy, both
inside and outside the House of Commons. One of the main
complaints has been against the disparity between 1914 rates of
pension and those for the current war. This criticism was
eventually met, after prolonged agitation inside and outside the
House of Commons, by the concessions announced in July 1943.!

The Minister has met other criticisms to some extent also.
The position of a member of the Armed Forces killed or injured
“off duty” is a case in point. On 10th July 1941 the Minister
announced that where the death or injury sustained off duty
was as a result of enemy bombing or enemy action of any kind,
a Service rather than a civilian pension would be payable—an
important point to any man above the rank of private. The
following accidents sustained by members of the Forces were
still, however, regarded as not attributable to war service:

{a) accidents met whilst * walking out” in spare time;

(8) accidents met whilst travelling to and from home on
short pass (leave of not more than 48 hours duration),
unless the leave was of a compassionate nature ;

i Cmd. 6459. '
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{¢) accidents met while travelling to and from duty when
the member had been allowed to live in privately
arranged accommodation;

{(d) accidents met while actually on leave.

In July 1943, the Ministry announced that the Government had
reconsidered the first three cases and decided that these types of
accident could reasonably be regarded as attributable to service.
The fourth case, however, was still held to be different, as in a
man’s activities on leave ‘“the compulsions of service play no
part.” Accidents met on leave, therefore (save those due to
enemy action), are not regarded as ‘‘attributable.”

The interpretation of the key word “‘attributability” has been
the subject of innumerable debates and still is the focus of
agitation. Death or disability, to be pensionable under the
earlier Royal Warrants, had to be certified as directly attribut-
able to military service dunng the war or to a wound, injury or
disease which was ‘“‘aggravated by war service to a material
extent.” At the beginning of the war this was interpreted as
meaning that 2 man found to be suffering from a constitutional
disease which could not be traced to his war service, or which
could not be said to have been aggravated by it, was not eligible
for a war pension, even though the man had been placed in
Grade I medical category and passed as fit for general service.
There was strongly voiced protest in many quarters against the
““scrapping” without pension of men passed as A1 on entry into
the Forces, and in July 1941 the Minister told the House! that a
new ruling was governing the grant of pension in such cases:
He had “come to the conclusion that, where in such cases
effective service is found to have caused a degree of aggrava-
tion in a previously existing condition, the fact of discharge
would justify me . . . in regarding the aggravation as material
and thus bringing the case within the scope of the Royal
Warrant.”

Members of the House still continued to protest that the new
principle was not having the desired effect in all cases and did
not go far enough. The slogan * Fit for Service, Fit for Pension”
became the battle-cry of those who maintained that the service-
man was being ungenerously treated. In his review of pensions

1 House of Cornmons Debates, vol. 373, col. 1577.
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provisions in July 1943,' the Minister still resisted this demand
as “inconsistent with the principle, which obtained in regard to
the War of 1914-18 and has since been maintained, that there
must be causal connection between disablement and war service
to enable a pension to be awarded.” The Minister argued that
the acceptance of the principle *““Fit for Service, Fit for Pension®’
would make him automatically responsible for every disability
which a serviceman developed at &ny time after the commence-
ment of war service, whether the latter had anything to do with
it or not, and this would abolish the qualification of “causal
connection” which forms the basis of the war pensions scheme.

At the same time the Minister bowed to the storm to the extent
of agreeing to the removal from the Royal Warrant of two
unpopular words : aggravation of a disability by war service nced
no longer be “material”; disablement or death no longer
“directly” attributable to war service. It is also made clear in
thc Warrant that there is no onus of proof on the claimant that
the conditions have been fulfilled. Further, “where there is no
note in contemporary official records of a material fact on which
the claim is based, other reliable corroborative ewdence of that
fact may be accepted ”

The punishment of “miscanduct and negligence” has also
been modified as a result of pressure. Originally, when the death
or disablement of a member of the Forces was found to be due
in any substantial measure to his own serious negligence or mis-
conduct the pension was withheld entirely. The Minister told
the House, however, in July 1941, that, as a result of a careful
survey of cases, he had found that in a number of instances this
provision had operated too severely. He had therefore secured
an amendment to the Royal Warrant giving him discretion to
make a reduced award in such cases, or even the full award
where this appeared appropriate. A more unreasonable pro--
vision, which still obtains, is the stipulation in the Royal Warrants
that pensions to widows and dependants of deceased members
of the Forces may not be claimed as a right, but may be given
as a reward of service, which is then qualified by the addendum
that it is also a reward of virtue in the recipient. The Minister
is given the power in the Warrants to terminate or suspend the
pension to a person who is, in his opinion, ““unworthy of a grant

! Cmd. 6459. . * Hous of Commons Debates, vol. 373, col. : 570.
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from public funds.” ‘This power is known to have been exercised,
ajthough no guiding principles for its exercise have been made
ublic. : '
’ Britain’s failure to extend pension benefits to the wife and
children of a single man marrying after disablement by war
service, or to the children of a pre-discharge marriage born
more than nine months after discharge, has been severely criticised
in certain quarters. The Ministry’s liability under the pensions
scheme is limited to the claimant’s family responsibilities as they
stood before his discharge. It is not considered reasonable in
this country that a man should be *“entitled to increase the public
charge arising from his service and the disablement due to it by
any obligations he may voluntarily incur after his service.” In
this respect British pensions policy differs from that of France,
the United States, Australia and New Zealand. It is officially
claimed in this country that the British system avoids many
abuses to which other systems are liable. It is also pointed out
that the reason given in other countries for recognising post-
discharge family obligations is the need for increasing the birth-
rate, a need which is apparently not officially recognised in this
country. Apart from this social factor, however, the injustice of
penalising the young soldier who enlists and is disabled before
marriage has been criticised in many quarters.

The only exception to this rule ariginally made in the scheme
was in the case of a man undergoing treatment; allowances were
paid him in respect of his wife and children whatever the date of
his marriage. A further exception was introduced in July 1943,
to meet the case of men so seriously disabled as to be unemploy-
able. It was announced that thos¢ who married after the date
of disablement would be eligible for an allowance in respect of
the wife and also of all children, including those born after the
end of war service. This concession is in addition to the payment
to “unemployables” of a supplementary pension of ten shillings
‘a2 week, as well as the allowance for a constant attendant where
necessary.

Where such a pensioner dies of his pensionable disablement
while drawing a wife’s allowance, his widow is eligible for the
award of a war pension as though she had been married before
the disablement was sustained.

1 Cmd. 6459.
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Numerous points of detail in the various pensions schemes
have also been subjected to criticism, one of the most fiercely
attacked being the inclusion of housewives in the category of
non-gainfully occupied civilians, Women members of the
House of Commons have fought a number of battles on this
issue, protesting against the attitude of mind which belitties
the value to the community and to the family exchequer of the
contribution of the housewife. Although they have not been
able to get the housewife re-classified, they have secured increased
injury allowances for her.

Furure or Mmistry ofF Penstons

Although considerable changes have heen made in war
pensions policy during the past four years, they have been
introduced piecemeal and in this war there has, as yet, been
no reconsideration of war pensions policy as a whole, or of the
administrative machinery needed. The last war, being fought
against a new background, led step by step to a revolution in
pensions policy and to the creation of a separate Ministry. In
the present war considerable improvements have been won in
the pensioners’ conditions and rates, but only after the most
persistent agitation, and when at last the Government has yielded
the grounds on which it has done so have been no more clear than
those on which it has resisted.

Our pensions policy has been modified by a series of con-
cessions, but it has never been restated in terms of this war or
of the social conditions of today. The family tree still goes back
unbroken to the Royal Warrants of 1g14. When it has been
necessary to provide for new types of case, we have tacked a bit
more on to the scheme, without stopping to re-assess the whole
picture. The result has been confusing, so that it would be difficult
to define the principles on which the extensions have been based.
. British pensions policy has always had regard to the general
background of the country’s social life, and, in particular, to
the existence -of other agencies of assistance in the form of our
social services. For this reason, specific assistance for the ex-
Serviceman, able-bodied as well as disabled, has been smaller
than in other countries, such as the United States, where general
social services were slower to develop. The existence in this
country of widespread Health services, of Unemployment
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Insurance schemes and of Contributory Pensions schemes has
modified the nature of the provision specifically made for members
of the Forces and their dependants.

There are new ideas abroad as to what constitutes soaal
security, and we are reviewing the whole range of our social
services to bring them up to the new standards. Our war pensions
scheme must also be reviewed so that the special treatment which
has been accorded to the war pensioner in the past can be fitted
into the new conceptions.



Chapter IX

FINANCE OF THE SOCIAL SERVICES
By GERTRUDE WILLIAMS

THE finances of the various services that have been described
in the previous chapters fall into two categories. Some of the
services, such as Unemployment Insurance, National Health
Insurance, and Widows’, Orphans’ and Contributory Old
Age Pensions, have an actuarial basis; on the other hand,
Unemployment Assistance, Public Assistance, State Old Age
Pensions and Supplementary Pensions are paid.entirely from
public funds. The present chapter gives a brief outline of
the financial arrangements of these forms of social provision
and discusses some of the problems to which they have given
rise. .

The basis of insurance is the making of collective provision
for an individual risk, Of a group of persons each individual
may incur a particular risk, but no one of them knows for certain
whether he himself will incur it and, if he does, what its incidence
will be. Yet experience leads us to expect that only a certain
proportion will fall victim to it over a period of time. If each
person is left to his own devices he must set aside a sum to cover
the costs of a risk that may never eventunate, and is thus bound
to make what may be a very real sacrifice at the moment, which
later proves to have been unnecessary, If the income is small,
the sacrifice may be so great as to make it impossible for the
individual to bear it, and if later-he proves to be the unfortunate
person on whom the calamity falls, he has no provision to meet
it. If all band together, the collective amount required is less
than the sum of the individual amounts, since only a proportion-
will, in fact, be affected, and consequently the contribution that
each makes is less than he would have needed to save on his
own account. How much less depends, of course, on the
incidence of the risk. If normally it falls on only 5% of those
liable, he need contribute only 5% of the amount he would
have needed to have saved on his own account in order to get

the same degree of security.
223
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Certain things follow from this: firstly, whilst there is no
need for benefits and premiums to balance each week, month
or year, it is essential that they should do so over a definite
period of time if the scheme is to remain solvent and the provision
for the sake of which the contributions have been made is to be
actually forthcoming when the risk is incurred. Secondly, a
risk is insurable to the extent that it is calculable; that is, it
must be possible to base one’s anticipations of the future on
the experience of the past with reasonable assurance that what
happens in the future will not be very different from what
has happened in the past, or that the divergencies arise
from circumstances which can themselves be foreseen and the
effects calculated. Unless this is so, it is impossible to estimate
the amount of contribution that each should make to build a
fund large enough to meet the claims made on it. Thirdly,
either the risk that is run by each participant in the scheme
must be, roughly speaking, the same, or else it must be possible
to grade the contributions according to the risk run by the

particular contributor,
" In a voluntary insurance system this third condition is not
of serious importance. As people have a choice as to whether
they will insure or not, those who feel that their nisk is so slight
as to be negligible, or that they can meet it from their own
resources, remain outside the scheme, and it is necessary for
the comipany to charge different premiums in relation to different
degrees of risk in order to attract the others. The voluntary
method is, however, inapplicable to the type of risk which is
discussed in this book. Most wage-earners have such small and
irregniar incomes that it is almost impossible to maintain regular
contributions, and just those large sections of the community
whose own resources are least adequate to meet the vicissitudes
of life are the ones who are unable to enter insurance voluntarily.
Compulsion at once introduces an entirely new character.
" The classes to be included, the premiums to be paid, the benefits
to be drawn and the conditions on which claims can bé made,
are laid down by law; and provided they appear to be just
in general, they can continue to operate without consideration
of whether they fulfil actuarial criteria. In fact, as the various
insurance schemes get lopped and changed, added to here and
trimmed off there, according to the exigencies of the poiitical
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and economic situation, they travel so far from the actuarial
framework into which they were originally built that the
question quite naturally arises whether it is worth while to
retain even the semblance of insurance. It has often been sug-
gested that the payments should be made to persons needing them,
when the various emergencies arise, out of public funds and
without the bother and paraphernalia of maintaining the fiction
of an insurance scheme. The proposal has the attraction of sim-
plicity, since it cuts away with one movement the regulations and
restrictions which are an inevitable concomitant of a scheme which
is tethered, however loosely, to an actuarial base. If the individual
drew his support from a common fund, irrespective both of his own
contribution and of the causes from which his necessity arose,
administration could work with greater ease, efficiency and speed.
The insurance method has, however, one outstanding advantage.
It does away with any necessity for 2 means test, since the
beneficiary claims his benefit in respect of his position as an
insured contributor who has paid the requisite number of
premiums and not because of his lack of financial resources.
It is, of course, possible to maintain that no means test is required
cven without an insurance scheme, but that the individual
should have a right to certain payments from public funds
if he is unemployed or sick or whatever it may be, irrespective
of his needs. This is not the place to argue the rights and
wrongs of such a contention. It is enough in explaining the
finances of our present social services to point out that they
have been based on the belief that the alternatives lie between
a system in which payment of benefit is a statutory right
depending on payment of contributions and without regard
to other resources, and one in which there is payment of allow-
ances which takes into account the other means at the disposal
of the applicant. The whole trend of social service development
has been towards providing aid to the individual without the
need to enquire into his personal means; and the social insurance
systems are the result.

There are good reasons for this apart from the natural dislike
of the individual to the searching enquiries of the investigator.
A means test tends to penalise thrift, since the man who has
saved to meet a period of difficulty figds himself unable to get
help, whilst the more happy-go-lucky person is able to demand

P .
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assistance immediately. But there are two other more important
considerations, A benefit which is paid irrespective of other
resources enables the individual to maintain his standard of
living nearer to its previous level instead of being forced first
to exhaust the savings which form the foundation on which
that standard depends. A standard once broken is extraordinarily
difficult to build up again, so many psychological values are
involved. It is important to prevent it from dropping by more
than the slight amount from which human elasticity will allow
it to recover. The second consideration is also a psychological
one. The misery caused by the common vicissitudes of life is
not confined to the period of their activity; the fear that they
will happen, bringing their consequent train of poverty, throws
a shadow over life. The sense of security that is provided by
the confidence that financial aid will be forthcoming without
question when the unfortunate happening occurs is a very.real
addition to the well-being of people during the times that they
are earning their living in the normal way.

Insurance has, therefore, come to be accepted as the recognised
framework wherever it can be established. From the first it has
been based on a tripartite contribution, i.e. premiums have
been paid not only by the wage-earner himself but by his
employer and the State. The funds are collected by the sale
of special stamps. It is the duty of the employer to buy a stamp
corresponding in value to the joint contribution of himself and
the worker, and he has the right to deduct the employee’s share
of the cost from his wages before paying them. The State grant
is proportionate to the contributions of employers and employed.
But this is about the only characteristic that the social insurance
systems have in common. In practically all other important
matters they are widely differentiated from one another, and
it will be bcst therefore, to deal with them scpara.tcly

UNEMPLOYMENT INSURANCE

The Unemployment Insurance system has been subject to
more changes and more criticism than any other of the forms
- of social provision. The details of the scheme at present in
operation are given in the chapter by Mrs. Rackham;?! she

1 See Chap. IV, p. 122.
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discusses the Unemployment Insurance Statutory Committee
which was appointed by the Act of 1934 to supervise the finances
of the Unemployment Insurance Fund. The Fund is made up
of all the contributions of employers, employed and the State
subsidy (fixed by the Act at half the joint sum contributed by
the other two parties), and out of it are paid all benefits, costs
of administration and such grants as those to the Junior Instruction
Centres. If the Fund is unable to meet its obligations the
Treasury may advance the necessary sums, and interest is then
paid on these loans. During the severe and prolonged unem-
ployment of the *twenties which culminated in the unprecedented
depression of the early ’'thirties the Fund was forced to borrow
very largely, so that in 1934, when the new Act was passed, it
found itself with a debt outstanding of £105,780,000. By the
Act an annual sum of £5,000,000 had to be set aside out of the
Fund in order to meet the interest on this amount and to repay
a part of the capital every year, and by this means it was reckoned
that the whole of the debt could be got rid of by 1g71.

It is the duty of the Unemployment Insurance Statutory
Committee to take care that the Fund never again gets seriously
into debt. Its obligation is to report at least once a year on
the Fund’s financial situation, and if it believes that the Fund
“is likely to become, and is likely to continue to be, insufficient
to discharge its liabilities, or is, and is likely to continue to be,
more than reasonably sufficient to discharge its liabilities,” it
has the duty of recommending changes and of estimating the
cost of its proposals, The fulfilment of this obligation is by no
means as simple as it sounds. Reductions in contributions or
improvements in benefits or in conditions which, on the recom-
mendation of the Committee, are incorporated by the Govern-
_ment in the system cannot be lightly given up. They must
remain in force for a reasonable period of time if the scheme is,
in fact, to provide the sense of security for which it exists, This
means that the Committee has to be concerned more with the
future prospects of unemployment than with the situation at
the moment of the report. It has been pointed out earlier that
there is no need for benefits’ and premiums to balance in as
short a period as one year. It is, however, essential to the Fund’s
solvency that it should do so over whatever period of time is
accepted as constituting a unit of time in employment fluctuations,
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There is real uncertainty in determining whether there is any
such periodicity in the incidence of unemployment as would
justify designating such a unit, but, as a working hypothesis,
the Committee has, in general, agreed that it should aim at
retaining solvency over a period of 8 years, i.e. it assumes that
the cyclical fluctuations in employment make it reasonable to
take 8 years as the unit within which good and bad years will
have a chance to even themselves out. But in estimating the
probable claims on the Fund it is not enough to prophesy merely
the total number who are likely to be out of work. Benefits
vary according to age and sex; the period for which benefit
may be claimed depends on the claimant’s previous industrial
history; as no benefit is payable for the “waiting days,” short-
term unemployment is less burden on the Fund than long-term;
on the other hand, the longer a man is out of work, the more
likely he is to fall out of benefit and receive his allowance from
the Assistance Board; family conditions vary from man to man,
and so, accordingly, do dependants’ allowances; if unemploy-
ment is concentrated among the older men the burden on the
Fund will be less than if it is mainly among the younger married
men with young dependent children; if an industry with a
high birth-rate is depressed, such as coal-mining, the cost of
benefit is greater than if the depression is in an industry with
a low birth-rate, such as cotton, or one employing a high pro-
portion of women. The composition of the unemployed group
is, therefore, as important to determine as their total number
if the future solvency of the Fund or the cost of any proposed
change is to be calculated with any degree of precision,
Experience has shown that it is, in fact, exceedingly difficult
to foretell the course of employment, even without analysing the
composition of the unemployed. Every year the Unemployment
Insurance Statutory Committee has carefully scanned °the
economic horizon in the attempt to foretell the economic weather.
In every case its prognostications have proved incorrect, not
because its arguments were unsound, but because it was impossible
for it to foresee that certain events would happen and conse-
quently it could not estimate their probable effects on the
incidence of unemployment. The Committee has itself realised
the impossibility of its task and has made its estimates only
because of the need of having some working hypothesis on which
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to base its recommendations. It is not any criticism of the
Committee’s judgment if this hypothesis has not been borne
out by the facts on account of some big change in the economic
policy of this or some other Government which has vitally
altered the course of trade; or because the deterioration in
international relations so far increased apprehension as to set
on foot a programme of rearmament with its consequent reper-
cussions on munitions and allied trades. In the rg37 Report
the Committee drew attention to this fact: “We draw con-
clusions as to the course of unemployment in the future only
because without some conclusions of whatever character we
cannot perform our statutory duty of reporting on the prospective
relation between the income and expenditure of the Unemploy-
ment Fund and adjusting its finances. We only prophesy because
we must.” .

In every year since the Committee was set up the actual
unemployment has been considerably less than was anticipated,
and it has, consequently, been possible for the Committee to
report that the Fund was, and was likely to continue to be,
more than able to meet its liabilities, The problem then arose
of deciding the size of the disposable surplus and what to do
with it. The Committee has rightly recognised that it is not
within its competence to alter the basic principles embodied in
the Insurance system; that is a matter for Parliament. It has,
therefore, always avoided recommending such changes as, e.g.,
that the waiting period should be entirely abolished, or that
the Anomalies Regulations should be fundamentally altered,
even if the cost of such alterations could have been easily met out
of the disposable surplus. It has concerned itself solely with
fimancial considerations. In making its recommendations it has
to keep clearly in mind the number of persons who are likely to
be affected by any change that is made. There is always a
demand on the part of both employers and employed that the
contributions should be lowered, and on the part of the workers
that the benefit should be increased. But it must be remembered
that the first of these proposals covers everybody, the whole
of the 15,000,000 persons who are insured, and that a reduction
of contribution automatically reduces the State subsidy which
is fixed at half the joint contribution of employers and employed.
The effect of an increase in benefit is much mare difficult to

»
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calculate, as it depends not only on the estimate of total unem-
ployment but on the proportions of those unemployed who will
qualify for benefits of varying amounts. Unless the surplus is
very large, the recommended change must deal with matters on
a less wholesale scale than this, and, in fact, the Committee has
generally proposed such alterations as an increase in dependants’
allowances, which has the double advantage of costing less than
a general increase and at the same time affording help where
the need is greatest.

The problem assumed a rather d:ffcrcnt character in the years
in which the effect of the rearmament policy became visible in
a rapid shrinking of the pumber of the unemployed. Such a
factor could not be considered as part of the normal cycle of
employment, and it was felt that any surplus of funds to which
it gave rise must be taken as non-recurrent, particularly as there
must be anticipated a later increase in unemployment as the
rearmament programme neared completion. With the outbreak
of war, however, this period has been pushed further into the
future and the Fund became extremely swollen from three
sources: {1) As more and more people were drawn into employ-
ment the income from contributions rapidly expanded; (2) the
1940 Act raised the limit of remuneration for the inclusion of
non-manual workers to £420 and thus brought the contributions
of a new group into the Fund; (3) the reduction in unemploy-
ment cut down the drain on the Fund for the payment of benefit,
particularly amongst the younger married workers who are most
likely to claim dependants’ allowances. How far the large sur-
pluses that were thus created could be considered “disposable”
is open to differences of opinion. The verdict depends largely
on the view that is taken of the probable course of post-war
employment. There is a general determination that the end
of this war shall not see as catastrophic a fall in employment as
did the last, and that the Government must early undertake
the task of preparing plans for immediate operation when the
war programme ends. At the same time it is realised that a war
of the present dimensions with its cataclysmic effect on life in
general cannot slide into peace without any noticeable jolt.
There is certain to be a period of dislocation, however carefully
plans have been laid, because men and women cannot be taken
from war industries and thrust into civilian occupations as
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if they were so many inanimate bits of movable furniture. One
has only to think of the difficulties that have been encountered
in getting the war industries staffed to appreciate that fact. We
must anticipate, then, a certain amount of post-war unemploy-
ment and remember that a much larger proportion of the
community than normally are at present building up elaims to
benefit by the regularity of their war-time employment. The
Fund must be prepared to meet these claims.

At the same time it is obviously absurd and uneconomic to
keep in reserve an enormous surplus while the Fund is heavily
in debt. The average interest on the debt is about 5%. The
amount that ‘can be earned by the Fund on its investments is
much less than this, because it must invest in short-term securities
which can be rapidly liquidated if claims for benefit increase.
On the average, the interest it can earn is not more than 29%,.
The maintenance of an unduly large reserve thus costs the Fund
about 3%. The Unemployment Insurance Act which funded
the debt fixed the statutory annual charge at £5,000,000. Any
surplus could, on the recommendation of the Committee, ‘be
applied to paying off a portion of the debt, but it had no effect
on the requirement to continue to pay this annual charge in the
following years. All it could do was to bring necarer the date
at which the total debt would be extinguished. At the time
the Act was passed there had been a good deal of criticism of
making the debt a charge on the Fund at all. It had been
contracted at a time of very severe depression and as a result
of allowing -to those who had been long unemployed rights to
benefit which had not been part of their original contract and
had not been taken into account when the amount of the
premiums had been settled. These types of benefit were later
accepted as a national responsibility to be borne on public funds.
It was difficult to justify the retention of high rates of contribution
from employers and workers in order to pay off a debt the burden
of which should never have been placed on their shoulders and
the reduction of which would affect not them but a later
generation. If, however, the law allowed the annual debt
charge to be reduced as the capital sum was paid off, i.e. leaving
the period of time over which the debt was spread the same, it
would be worth while to use a surplus for this purpose, as the
resulting lower annual charge would provide a bigger fund out



232 SOGIAL SECURITY

of which to pay present benefits. The Committee’s recom-
mendation that such a change should be made in the law was
acted on in 1938, and the big surpluses due to war employment
have since been used to pay off the whole of the debt. At the
beginning of our work in 1934,” the Committee reported in 1941,
““the debt of the Unemployment Fund stood at £105,780,000.
It was calculated that by means of the debt charge of £5,000,000
a year the principal and interest of the whole should be repaid
and the debt extinguished by 1971. Events have made it
possible to anticipate this date by 30 years and to leave the
debt and all the controversies that have centred round it behind
us.” The use of an exceptional surplus for this purpose has
a dual advantage, It sets free the annual sum of £5,000,000,
which can be used either to reduce contributions or to increase
benefits, and it enables the Fund, in the event of later unemploy-
ment, to reborrow part of its repayments and thus to remain
solvent without any drastic curtailment of benefit. Since the
Committee last reported, uncmployment has become even less
than it was and still Jarger numbers have been drawn into
employment. As long as contributions are kept at their present
level, then, the Fund will get increasingly swollen, and as there
is no longer any large capital item on which to spend, the question
arises as to the steps that should be taken to deal with the
disposable surplus. An increase of benefits would not have
much effect. As, on the average, there are less than 200,000
people out of work at any one time, benefits would have
to be phenomenally high in order to absorb the surplus
millions. The only way in which a noticeable reduction could
be achieved would be by an appreciable lowering of contri-
butions. = At first sight this seems a sensible line of attack, but
there is much to be said against it. At no time since the last
war have contributions borne so lightly on both employers and
employed, and a decrease in the amount paid would bring little
sense of relief to either party. Moreover, as the supply of civilian
goods is being continually further restricted, there is less and
less on which to spend wages. The retention of the high con-
tributions can thus be justified as a form of compulsory saving.
If, when the war is over, the difficulties of readjustment prove
greater than we hope, the power to increase rates of beneft
or to prolong the period during which benefit is payable will be
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of greater social value than a reduction in premiums now when
employment is regular and carnings are high.

Hrarte INsUrRANCE

With the exception of the tripartite basis, the financial
arrangements of Health Insurance are widely different from
those of Unemployment Insurance. The scheme was based on
the organisation of the friendly societies with which so large a
proportion of the wage-earning population were already familiar,
and administration by “approved societies” was consequently
established. The Post Office pays over the amount got from
the sale of Health Insurance stamps to the respective approved
societies, the sum due to each society being calculated when
the insured person makes the half-yearly surrender of his card.
The State grant is fixed at one-seventh of the expenditure on
benefits for men and one-fifth of the expenditure on women’s
benefits, including the cost of their administration, payable on
disbursement, i.e. payment of a benefit attracts a grant; and
the whole of the cost of the Central administration is borne by
public funds. :

Not all the money contributed by its members and their
employers is paid over directly to the approved society. There
is always the danger that a particular society may have an
unusually large number of claims to meet, owing, perhaps, to
an epidemic or other incalculable occurrence. If it had been
allowed to distribute all its surplus in some form or other of
additional benefit it might find itself unable to meet its statutory
obligations; and it is to prevent this that a form of re-insurance
has been devised. A small part of the members’ contribution
is held back and credited to the society in a Contingencies Fund,
which is, in effect, a subsection of its Benefit Fund. If the
approved society has branches, the Contingencies Fund is
common to the whole society, though each branch has its own
Benefit Fund, and from this Contingencies Fund payments may
be made to restore solvency if the Benefit Fund proves insufficient.
Very small societies are subject to wider fluctuations than are
normal for the bigger bodies, and in order to overcome the
danger inherent in this, those societies with less than 1,000
members each are grouped together so that part of the Con-
tingencies Fund of one is available to make up the deficiencies
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of which to pay present benefits. The Committee’s recom-
mendation that such a change should be made in the law was
acted on in 1938, and the big surpluses due to war employment
have since been used to pay off the whole of the debt. ‘“At the
beginning of our work in 1934,” the Committee reported in 1941,
‘““the debt of the Unemployment Fund stood at f105,780,000.
It was calculated that by means of the debt charge of £ 5,000,000
a year the principal and interest of the whole should be repaid
and the debt extinguished by 1971, Events have made it
possible to anticipate this date by 30 years and to leave the
debt and all the controversies that have centred round it behind
us.” The use of an exceptional surplus for this purpose has
a dual advantage. It sets free the annual sum of £5,000,000,
which can be used either to reduce contributions or to increase
benefits, and it enables the Fund, in the event of later unemploy-
ment, to reborrow part of its repayments and thus to remain
solvent without any drastic curtailment of benefit. Since the
Committee last reported, unemployment has become even less
than it was and still larger numbers have been drawn into
employment. As long as contributions are kept at their present
level, then, the Fund will get increasingly swollen, and as there
is no longer any large capital item on which to spend, the question
arises as to the steps that should be taken to deal with the
disposable surplus. An increase of benefits would not have
much effect. As, on the average, there are less than 200,000
people out of work at any one time, benefits would have
to be phenomenally high in order to absorb the surplus
millions. The only way in which a noticeable reduction could
be achieved would be by an appreciable lowering of contri-
butions. At first sight this scems a sensibie line of attack, but
there is much to be said against it. At no time since the last
war have contributions borne so lightly on both employers and
employed, and a decrease in the amount paid would bring hLitle
sense of relief to either party. Moreover, as the supply of civilian
goods is being continually further restricted, there is less and
less on which to spend wages. The retention of the high con-
tributions can thus be justified as a form of compulsory saving.
If, when the war is over, the difficulties of readjustment prove
greater than we hope, the power to increase rates of benefit
or to prolong the period during which benefit is payable will be
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of greater social value than a reduction in premiums now when
employment is regular and earnings are high.

Hearte INSURANCE

With the exception of the tripartite basis, the financial
arrangements of Health Insurance are widely different from
those of Unemployment Insurance. The scheme was based on
the organisation of the friendly societies with which so large a
proportion of the wage-earning population were already familiar,
and administration by “approved societies” was consequently
established. The Post Office pays over the amount got from
the sale of Health Insurance stamps to the respective approved
societies, the sum due to each society being calculated when
the insured person makes the half-yearly surrender of his card.
The State grant is fixed at one-seventh of the expenditure on
benefits for men and one-fifth of the expenditure on women’s
benefits, including the cost of their administration, payable on
disbursement, i.e. payment of a benefit attracts a grant; and
the whole of the cost of the Central administration is borne by
public funds. :

Not all the money contributed by its members and their
employers is paid over directly to the approved society. There
is always the danger that a particular society may have an
unusually large number of claims to meet, owing, perhaps, to
an epidemic or other incalculable occurrence. If it had been
allowed to distribute all its surplus in some form or other of
additional benefit it might find itself unable to meet its statutory
obligations; and it is to prevent this that a form of re-insurance
has been devised. A small part of the members’ contribution
is held back and credited to the society in a Contingencies Fund,
which is, in effect, a subsection of its Benefit Fund. If the
approved society has branches, the Contingencies Fund is
common to the whole society, though each branch has its own
Benefit Fund, and from this Contingencies Fund payments may
be made to restore salvency if the Benefit Fund proves insufficient.
Very small societies are subject to wider fluctuations than are
normal for the bigger bodies, and in order to overcome the
danger inherent in this, those societies with less than 1,000
members each are grouped together so that part of the Con-
tingencies Fund of one is available to make up the deficiencies
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of another. A still further measure of security is provided for
all societies, whatever their size, by the existence of the Central
Fund. This is made up of not more than one-eighth of the
contributions to the Contingencies Fund, with an additional
annual Exchequer Grant. If, however, few calls are made on
the Fund and societies’ contributions are consequently cut down
or suspended, the Exchequer Grant is proportionately reduced.
There are thus a good many barriers between a society’s
immediate resources and insolvency, and there is little likelihood
of an insured contributor being refused his legal rights because
of the inadequacy of the funds of the society to which he belongs.
In a very large number of cases, indeed, he will find himself
able to claim a good deal more than his legal rights. Societies
differ very materially from one another. Some are extremely
large, with careful and efficient administration; therc are others
with few members and proportionately heavy overliead costs.
As societies are often formed on the basis of occupational groups
with similar health risks or from the inhabitants of a district
whose health environment is the same, there are wide divergencies
in the incidence of sickness between one body and another, and
resources which are only just sufficient to meet the statutory
obligation in the case of one society leave an ample margin in
that of another. Every five years a valuation of the assets of
societies is made by Treasury-approved valuers, whose duty it
is to estimate the surplus likely to be disposable in the next few
years. As the incidence of sickness is not so subject to rapid
fluctuations as a result of external social and political factors
as is that of unemployment, this is a very much simpler and more
practicable estimate to make than the one that falls to the lot
of the Unemployment Insurance Statutory Committee. On the
basis of this estimated disposable surplus the socicty may submit
a scheme for additional benefits for its members. These may
takc the form of dental or ophthalmic treatment, or other
specialist medical care, or of further money payment extra to
the statutory weekly benefit.

The result of administration through approved societies is,
therefore, that members get very different benefits for the sarme
compulsory contribution. The Royal Commission on National
Health Insurance reported in 1926 that, after the first valuation,
the difference in surplus was such that 1,880,630 got nothing
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extra, while, of the rest, those with the highest additional benefits
received five times more than those with the lowest. In the last
full year before the war 72%, of members were drawing extra
cash benefits, and 919, additional treatment benefits.

The original calculations of the point of balance between
contributions and benefits rested on the assumption that the
insured person would be paying premiums from the age of 16,
It was anticipated that there would be comparatively few claims
made by the average person during youth and the prime of life,
but that the claims would increase as the individual grew older.
As, however, everybody within the scope of the scheme came
into it at the same moment, the large majority of newly insured
contributors were older than 16 and approaching to a greater
degree than the calculations had assumed the period when they
would normally begin to make heavier claims. It was necessary
to make financial provision for this, and the Central Department
has done so by a system based on a calculation of reserve values,
Part of the member’s contribution is retained to meet any
deficiency in the society’s resources that arises on this account.
As the age composition varies from society to society, each has
a different liability in this respect, those with a larger proportion
of older members being more likely to have to meet heavy
claims, and the amount of assistance each society requires from
the Central Fund varies according to the amount of extra
liability it has to meet in view of the ages of its members.

Each person entering insurance after the age of 16 has been
given a reserve value, which represents his society’s liability
with regard to him on account of his age. Interest at the rate
of 3% per annum is paid out of the retained income on this
reserve value, and if anything is left over it is put to the society’s
credit to redeem the full reserve value eventually. It was
originally estimated that all reserve values would be fully redeemed
in 184 years, but owing to various changes, as e.g. the creation
of the Contingencies Fund (explained above), the amount of
money available for redemption was reduced. It is now expected
that the full period of redemption will be about thirty-five years.

The approved societies deal only with the money benefit.
The control of medical and prescriptions benefit rests with the
Insurance Committees of each county and county borough, to
whom a sum of 14/6 is paid on account of each insured person.



236 . SOCIAL SECURITY

From this money the Insurance Committee pays the doctors and
chemists a per capita fee in respect of each name on the panel.
In the last year before the war total expenditure on medical
benefit was £10,326,800, for which sum about 16,840,000 persons
were entitled to medical benefit from over 16,000 doctors and
received drugs and appliances from over 12,000 chemists’ shops.
+ The maintenance of rights to benefit in any system run on
actuarial lines depends on the payment of premiums at prescribed
intervals. It has not always been easy to maintain this regularity
in the Health Insurance scheme, as the wage-earner cannot
continue to make payments unless he is earning a wage. If the
interruption to earning capacity is due to sickness he is, of course,
not expected to pay premiums at the same time as he is drawing
benefit. But if he has lost his employment and remains out
of work for a considerable time he may find it quite impossible
_ to maintain his Health Insurance rights. This became so serious
and so general a problem during the great depression of the
‘thirties that it was essential to make legislative provision for it.
A person who is unemployed can now present his Health
Insurance card at the Employment Exchange, where it is franked
free in respect of every week of proved genuine unemployment.
The funds for this are collected in the Unemployment Arrears
Fund by a levy on all those still in employment (and until 1942
by an Exchequer Grant). The Government Actuary estimates
the amount of the levy that is necessary for the following year.
At the moment the levy is kept up so as to provide a reserve
for the future, but it will presumably later be reduced as a
consequence of the slight amount of unemployment, This
levy enables the insured contributor to claim medical and
maternity benefit and to retain his premivm rights for so
long as he can prove to be genuinely unemployed, i.e. still
available for employment.

PuBLIC ASSISTANCE

The two schemes dealt with so far have an actuarial basis.
Neither is true insurance, not because the funds are subsidised by
the State, but because there is not the same degree of relationship
between risk and premium as would satisfy actuarial criteria,
and because the liability of premiums and benefits to constant
legislative change render them only superficially the subject of
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a contractual obligation. In most of the remaining forms of social
provision there is, however, no attempt to build an insurance
framework. The allowances are paid out of public funds, on
conditions of neced, proved according to statutory enactment.
They still present different features, Certain allowances, such
as Unemployment Assistance and Old Age and Supplementary
Pensions, come from funds provided by Parliament, and Public
Assistance is paid out of money derived from local taxation,
subsidised by State granis.

The rapid development of types of public provision outside
the Poor Law has had financial as well as social causes. The
Poor Law is financed principally out of local rates which are
levied on the annual letting value of premises, so that if, for any
reason, one particular locality has more than an average number
of needy people to support, its local inhabitants will be taxed
more heavily than those in other areas. Since the last war the
severe unemployment which has characterised industry has been
concentrated in the export trades, As these industries are highly
localised, the cost of supporting those who, through prolonged
unemployment, had lost their right to Unemployment Insurance
benefit fell on the districts in which these industries were situated.
This had many unfortunate effects. Firstly, the rates rose to
great heights in just the areas in which an unprecedented
depression had already hit incomes severely. Secondly, as the
output of these trades was reduced owing to loss of markets, the
high rates comprised a proportionately heavy overhead charge.
Industrialists looking round for suitable sites for the establishment
of new firms tended to shun the heavily rated areas, and the
absorption- of the unemployed into new occupations was con- -
sequently much delayed.

The maintenance of people in need by Poor Relief had another
disadvantage. Until 1929, Poor Relief was administered by
Boards of Guardians, and although the general principles of
their work were laid down by law, a very wide margin of local
discretion remained, The treatment of individuals in similar
circumstances might, therefore, be substantially different accord-
ing to the locality in which they happened to live, and these
differences offended public ideas of justice, There has thus
been a general tendency to provide for needs in such a way
that individuals in like circumstances receive like treatment
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and that the necessary financial burden might be spread as
evenly over the community as possible. Thus the newly estab-
lished services such as Unemployment Allowances and Non-
Contributory Pensions are financed out of national taxation
and only Public Assistance remains as a practically local charge.
But even here important changes have been introduced. At
the same time as the Local Government Act, 1929, transferred
the functions of the Boards of Guardians to County and County
Borough Councils, the basis of calculation of the State grant to
local expenditure was altered so as to enable more to be given
to the needy districts and less to the wealthy. The State pays
to the local authority a General Exchequer contribution which
is assessed on a somewhat complicated formula. It is based on
the size of the population “ weighted” according to the ratcable
value per head of the property in the area, the number of
children under 5 years of age, the road mileage in relation to
the density of population, and the number of unemployed
among insured men and women in the three years preceding
the beginning of the grant period. The grant, once <calculated,
remains in force for five years and is then re-assessed to take
account of any changes in these factors in the local situation.
At the same time as the “block grant™ was introduced, agri-
cultural property was completely derated and industrial premises
very largely so, with the result that the main burden of local
rates now falls on commercial and residential property, This
was a serious matter for the first few years following the change
in law, but when in 1934 the maintenance of the unemployed
was taken almost completely out of the province of Public
Assistance, one of the causes of the different incidence of rates
in different localities was removed.

Some such causes do, however, still remain, Public Assistance
is largely a residual service, i.e. it deals with all those who do
not fall within the scope of one of the specialist services or whose
needs are inadequately met by such a service even if they do
fall within its scope. For example, as National Health Insurance
benefit takes no account of dependants, a married man with
young children will probably need additional help if he falls
sick. “ But a very large number of people are not insured at all,
because they are mot wage-earners, and such persons have no
other body than Public Assistance to which to turn if they are
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sick or out of work. Now, largely owing to the development of
cheap and quick transport, residential areas are much more
class-specialised than they used to be. There are many districts
which have practically no middle class but which are almost
entirely inhabited by the small wage-earner or by the small
employer (shopkeeper, jobbing carpenter, shoe-repairer, etc.)
whose income falls within the same limits as that of the average
wage-earner. The large employers and successful professional
people live outside the area in which the workpeople reside, and
come into their business each day by train or car. The result
of this class segregation is that in certain districts there is a much
larger proportion of the population that is likely to have to apply
for Public Assistance, while the remainder not only have to bear
a proportionately heavy burden but themselves have such small
incomes as to feel this burden to be particularly onerous. The
Local Government Act certainly extended the area of the local
rating unit, but it did not extend it far enough, considering the
social effects of modern transport; and despite the “weighted”
block grant there are still wide discrepancies between the rates
of different localities. -

It is open to question indeed whether the local financial
basis for Public Assistance has any longer any justification. It
might be argued that it would be just as practicable to establish
Public Assistance as a ‘“national system” as Unemployment
Assistance. The money for Unemployment Assistance comes
entirely out of national taxation, and the local officials who
administer the scheme are controlled by a Central Board which
lays down detailed regulations for their guidance. But it is
just here that, in practice, a good deal of difficulty is encountered.
Men and women are not mechanical robots. Each individual
differs from others in important respects, and the Assistance
Board has found it no easy task to frame regulations which
maintain a semblance of national uniformity whilst still taking
account of local or individual differences. A residual service
such as Public Assistance would have even greater difficulty in
doing so, because it would have to deal with a whole variety
of causes of loss of income instead of the single one with which
the Unemployment Assistance officials are concerned. It would
need, therefore, to give a much greater degree of local discretion
if its assistance were te be of any real value, It is because of the
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necessity of maintaining local elasticity that so large a part of
the financial burden is placed on local shoulders. It is a generally
accepted fiscal axiom that financial responsibility must be
linked to local discretion unless irresponsible extravagance is
to be the result. The present problem is how to maintain the
check on local expenditure and yet.do away with both a narrow
and soulless national uniformity and the injustice of an unequal
incidence of financial burden. The answer might possibly be
found in the conception of a wider local region which includes
areas containing all social classes and income grades, but which
is not so large as to make it impossible for local variations and
individual differences to be taken properly into account.

The cost of Public Assistance varies not only in accordance
with the numbers relieved but also according to the type of
relief that is given. In the last year before the war the total
expenditure on domiciliary relief was £17,973,193, which repre-
sents an -average weekly cost per person assisted (including
dependants) of 7/84. The low average is due to the fact that
a large proportion of those assisted were already drawing varying
amounts from other sources, e¢.g. National Health Insurance,
Old Age Pensions, etc. As other forms of special social provision
have been devised and the amounts paid under them have been
made more adequate to support life, the cost of outdoor relief
has diminished. For example, the amount spent on relieving
persons ordinarily engaged in some occupation fell from
£8,307,000 in the year ending 3ist March 1937 to £4,674,000
in the following year because the Second Appointed Day (see
Chapter V) fell on 1st April 1937. Similarly, the cost of
out-relief is likely to show a diminution as a result of the grant
of Supplementary Old Age and Widows’ Pensions.

But Public Assistance covers alse expenditure on General
Institutions, on Poor Law Hospitals and Children’s Homes. The
average cost here is much heavier, because a much larger part
of the cost of maintaining the person necessarily falls on the
Public Assistance authority. The person who is being relieved
has no other resources and is not a member of a household from
which he is drawing some part of his support, and those who are
legally liable are rarely able to make a large contribution. The
average weekly cost in the last year for which figures are available
(ending 1938) was 28/5, 38/4 and 37/2 per person for the three
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categories mentioned. The development of special provision
bas reduced the number in receipt of institutional relief in the
same way as of domiciliary. The Local Government Act, 1929,
expressly laid upon the new Poor Law authorities the desirability
of securing that all assistance which could lawfully be provided
by other means than by way of Poor Relief should be so provided.
As part of this general plan the treatment of the sick has come
to be more and more provided under Public Health powers
than under those of Public Assistance, those Public Assistance
institutions which were suitable for the purpose having been
appropriated for it. The total cost of indoor Public Assistance
has therefore fallen considerably in recent years. As Public
Health is, however, mainly a local expense, this transference has
not lessened the financial burden on the local rates.

TaE AssiISTANCE BOARD

The establishment of Unemployment Assistance Allowances
and Supplementary Pensions has relieved the local authorities
of financial burdens that they were expected to bear when the
Exchequer Grant was assessed. In respect of the first commit-
ments, therefore, County Councils and County Borough Councils
were compelled to pay to the Unemployment Assistance Fund
amounts based on their estimated expenditure in 1935 on pro-
viding relief which would not have been provided if the
Unemployment Assistance Act had been then in operation.
This obligation ceased in 1937, the end of the third grant period,
because after that date the reduced demands on the local
authorities were taken into account in assessing the grant.
Similarly, as the recipient of a Supplementary Pension cannot
also get Public Assistance, part of the burden on which the
current grant was calculated has been removed, and until
re-assessment takes place local authorities are bound to pay
£1,000,000 into the Fund from which pensions are paid.

The scale of Unemployment Allowances is laid down in the
Regulations issued by the Assistance Board. The cost to public
funds depends on the sex and family position of the applicant.
Unemployment Allowances are concerned primarily with those
who have been unemployed over a long period, and it is likely,
therefore, that a large proportion of those assisted will he older
men, i.e. they are probably married men whose children are no

Q
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longer dependent. A sample enquiry in 1938 bears this out.
Of the Board’s applicants

54'3% had o dependent children.

151% » child.
11'6%, ,, 2 » children.
80% » 3 ”» EE)
50% » 4 ” ”»
29% » 5 3 ”
2'1% ,, more than 5 »3

The cost varies also according to the amount of resources of
the applicant and, until 1941, according to the resources of
other members of the houschold. The Annual Report of 1939
shows that less than one-third of applicants had resources (either
their own or their household’s) which were sufficient to be taken
into account, The exact proportion varies from year to year
but has generally been of this nature. Since the passing of the
Determination of Needs Act, 1941, this proportion is likely to
be smaller. In the last year before the war the total cost of
Unemployment Allowances was £34,740,000, which represents
an average weekly allowance of 24/4.

OLp Acrk Pensions -

The cost of Public Assistance and Unemployment Allowances
varies, apart from administrative changes, with the social and
economic situation, and mirrors fairly faithfully the ups and
downs in industrial and commercial activity. The future burden
can be guessed at, but it cannot be foretold with any accuracy.
On the other hand, the cost of Old Age Pensions depends on
a quite different factor and can be estimated with a high degree
of precision, because it depends mainly on the age composition
of the population. The persons who qualify are (1) those who
have been insured under the Contributory Pensions scheme and
who at the age of 70 have already been drawing Contributory
Old Age Pensions; and (2) those who have not been included
in the National Health Insurance scheme and who, at the age
of 70, have less than a certain prescribed income from their
resources. The first group is capable of almost exact calculation.
Knowing the death-rates at different ages, one can dctermine
Jjust how many persons who are drawing Contributory Pensions
will reach the qualifying age at any date in the future, and,
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unless there is any extraordinary occurrence which violently
and profoundly alters those death-rates, the estimate is very
likely to be correct. With the second group there is a little
more speculation involved. Changes in economic circumstances
may affect the savings of the people in those sections of the
population that normally apply for Old Age Pensions. But
even here the changes are unlikely to be catastrophic and an
estimate can be made within fairly narrow margins of error. .

As a result of the general trends of birth- and death-rates,
the age composition of the population has changed considerably
during the time that Old Age Pensions have been in force.
Birth-rates have been going down since 1876, and the birth-rate
in the last year before the war was much less than half what
it was in 1875. At the same time the expectation of life has
increased as a corollary of higher standards of living, increased
medical- knowledge and care and the great development in
public health, and more men and women now reach the age of
70 and over. The combined result of these two factors is that
the proportion of the community that is old is now much larger
than it used to be and is still growing. The cost of Old Age
Pensions has therefore gone up, and will continue to go.up,
simply because of the larger number of persons in the qualifying
age groups, and, quite irrespective of any further changes in
the conditions or size of the pension, this tendency will continue
for some time—how long depends, of course, on the birth- and
death-rates of the future. When lowering the age of entry into
the qualifying group of Old Age Pensions is under discussion,
this fact must be borne in mind. On a conservative estimate,
the proportion of the community that is 60 or over will be
over 23% in 50 years’ time as against less than 149, at the
present.  With this changing age composition in mind, it is
no matter for surprise that the cost of Old Age Pensions has gone
up s0 much during the last few decades. In the ten years from
1927 (when insured persons qualified automatically for State
Pensions at the age of 70) the cost of Non-Contributory Pensions
went up from £29,984,000 to £43,117,000.

In whas has so far been said, Old Age Pensions have been
classed with Unemployment Allowances and Public Assistance
as types of social provision the money for which is derived solely
from public funds. In so far as the Old Age Pensions that are
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paid to persons over 70 as a result of a means test, that classifica~
tion is correct. But in so far as it refers to the pensions paid to
people over 70 by virtue of their having drawn Contributory
Old Age Pensions between 65 and 70, such a statement requires
considerable modification. The position is by no means simple,
because, although the money for paying such pensions does at
present come principally from taxation, the scheme was planned
on an actuarial foundation, and as time goes on, provided there
are no further legislative changes, it will come to fit more and
more closely into an insurance framework. The very fact that
there are fewer incalculable factors to be taken into account
than in other of the social insurance schemes has, indeed, made
it possible for the Old Age Pensions to be designed more definitely
as an actuarial system. At the same time, the scheme, as it
exists at present, contains several features which have social
rather than actuarial justification, or which have been admitted
because they correspond with the general idea of what is fair.

Contributory Old Age Pensions, Non-Contributory Oid Age
Pensions by virtue of having been an insured pensioner, Widows’
and Orphans’ Pensions, were introduced as an omnibus measure
in 1g925. Several problems of a social rather than an actuarial
character had to be tackled.

(1) The wage-earning population concerned in the new
measure was of all ages in 1925—some just entering insurable
employment, others on the point of retiring. Insurance for such
an eventuality as old age is usually entered into early in life so
that premiums and the interest earned on them can be built
into a fund adequate to meet the claims., But in this instance
the need for some provision for the elderly was considered to be
of such social importance that it was out of the question to
exclude from benefit those who were already approaching old
age, even though there had been no opportunity to accumulate
funds in respect of them in the past. The premiums were
calculated on the basis that a contributor entered insurance at
the age of 16 and remained in it until he reached the age of 65.
In fact, however, only a negligible proportion of those at present
in the system fulfil this condition. Nobody who was -older than
16 in 1925 could possibly do so, and there is, consequently, a
deficit in respect of the vast majority, which has to be made up
by an Exchequer contribution. -
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(2) The majority of women marry, and when they marry, or
shortly after, they cease to be employed in insurable occupations.
This means that most women are compelled during the early
part of their lives to pay contributions towards something from
which they can never hope to benefit. On the other hand,
wives of insured men, widows and orphans can draw pensions
towards the cost of which they have made no contribution at
all. The contribution of women workers is, in fact, a social
compromise, The intention is to make provision for those
women who do remain in the industrial world, and at the same
time the premiums of those who retire from wage-earning
before they qualify for pension are justified on the ground that
it is these same contributors who become pensionable widows
and wives of insured men. It cannot be pretended that any
accurate actuarial calculation can be made of these relationships.
Yet the present scheme does represent a reasonably just financial
arrangement for attaining what it is in the social interest to
achieve, i.e. that every woman who does remain in industry
shall be provided for, and that those sections of the community
that experience shows to be least capable of providing their
own living, widows, orphans and elderly couples, shall have
a statutory right o a minimum maintenance without recourse
to Public Assistance.

(3) This line of reasoning, whilst it might justify the payment
of pensions to widows and orphans out of a fund to which they
had made no specific contribution, could not be equally well
applied to provision out of the fund of pensions to those women
who had been widowed before the passing of the Act, and in
respect of whom, therefore, no contributions could possibly
have been made, either by themselves during their youth as
wage-earners or by their husbands. Yet to leave this group
to Public Assistance, particularly when there were young children
to be cared for, was felt to be lacking in humanity, and any such
woman was allowed to claim a pension. After 1929 this group
was enlarged to include widows without children when they
reached the age of 55. Though such women derive their pensions
through the machinery of the Pensions Act, the money is
provided, in fact, from public funds.

So far, what has been said applies to the Contributory Pensions,
whether they are truly contributory or only apparently so. But
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it is impossible to draw a hard-and-fast line between these and
the Non-Contributory Pensions, which, in appearance at least,
are entirely a charge on the Exchequer. When Contributory
Pensions were first introduced in 1925 the scheme had two very
real advantages. It reduced the age at which a pension could
be obtained (a great asset in a world in which the strain of
industrial work makes it difficult for @ man to keep his employ-
ment after 65), and it did away with the much-disliked means
test, In view of the changing age composition of the community,
a measure which provided a pension as a right to all those
over 70 yvears of age could result in a serious budgetary problem
in the future, and it was felt that early provision ought to be
made to raise the necessary funds. For this reason the original
scheme provided for ‘decennial increases in the contributions
paid by the insured and their employers. The first decennial
increase duly took place in 1936 and, unless future legislation
intervenes, similar increases will be made in 1946 and 1g56.
Assuming that these increases take place as planned, it is
calculated that the contributions paid in respect of a person
entering insurance at the age of 16 after 1956 will be adequate
to pay the whole of his Old Age Pension both between 65 and
70 and after 70. Meanwhile, however, the whole of the deficit
is paid by the Exchequer.

It seems from this that a time will eventually arrive when the
whole of the pensions being paid will come from contributions
and no further charge is borne by the Treasury. Such a time,
however, will never come, This is because the money paid in
contributions is not accumulated in a scparate fund, but the
contributions of those who are paying in now are used to meet
the claims for pensions made at the present moment by widows,
orphans and the elderly. Thus not only must the Exchequer
bridge the gap between present contributions and the pensions
claimable in respect of them, but it will, in perpetuity, have to
make a grant in respect of the interest that would have been
accumulated on the premiums paid in by those who will have
been paying contributions over a long period of time before
qualifying to make a claim against those payments.

The actnal machinery of the Exchequer grants is as follows:

(1) An annual grant is made to the Treasury Pensions Account
out of which pensions up to 70 are paid. This sum is designed
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to meet the deficiency due to the admission of persons above 16
and whose contributions had consequently not been paid over a
sufficiently long period to provide for the benefit to which, never-
theless, they had been given a statutory right. It also makes good
the interest that would have accrued on previously paid premiums
if they had been allowed to accumulate at interest instead of
being used for current payments. This grant was fixed by the
Act at £4 millions, and increased to £g millions for 1g30-31,
with provision for an annual increase of £ 1 million to a maximum
of £21 millions in 1942-43 and thereafter as Parliament shall
determine. ' ‘

{(2) Annual appropriations are made in respect of “over 70
pensions and depend on the growing number of old people
who qualify either because they have been In receipt of a
Contributory Pension or because of lack of means. -

The administrative costs of the social services are rather
difficult to compute. There are, of course, exact figures of the
cost of the statutory machinery, hut these do not take into account
the work done by the employer in stamping the cards for all his
employees and in calculating the appropriate deductions to be
made from their wages. A small employer, with only a few
workers, probably does this work himself and does not trouble
to assess its value, but a large firm must employ a quite con- -
siderable clerical staff solely for this purpose. Again, the scheme
of contributory compulsory pensions for widows, orphans and
the aged is interlocked with that of Health Insurance, and it is
not possible to say how much of the administrative charges is
due to one and how much to the other. If, as is usual, the main
cost is attributed to Health Insurance, it means that the pensions
scheme gets its premiums collected for nothing.

In the latest year! for which complete returns have been
published—r19g7—the total administrative cost of the Unem-
ployment Insurance and Assistance schemes was just over
£8,000,000 for an expenditure of over £73,000,000, i.e. slightly
under t11%. For Health Insurance it was over £5,000,000 for
a total expenditure of £35,500,000, i.c. over 14%,. It weuld be
wrong to draw from this the conclusion that Health Insurance

' Cmd. 5506 of 1938, pp. 6-7. Figures for 1638 and 1939 were given in the
House of Commons on 5th February 1941, by Captain Crookshank, in answer to a
question by Mr, R. Morgan, but they were not analysed to indicate the amount
spent in administration (H. C. Debates, vol. 368, pp. 956-60). )
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is necessarily less efficiently and economically administered than
the Unemployment schemes, because both contributions and
benefits have remained on a lower level in the health scheme,
and it is obvious that it costs no more administratively to pay
out high benefit than low. If the Health Insurance benefit were
‘the same as the Unemployment, a good deal of the difference in
the percentage cost of administration would disappear. At the
same time, the system of administration through approved
societies in the case of Health Insurance undoubtedly leads to
some increase in costs, since the overhead expenses of the smaller
societies are proportionately much higher than those of the
larger ones. .

It is tempting to compare these costs with those of the com-
mercial insurance companies, but this is hardly fair, as a great
deal of the expense of the latter is incurred in persuading people
to take out insurance policies and to continue to pay the premiums
punctually. Compulsory social insurance is able to dispense
with all such expenditure, and is obviously able, therefore, to
use a much larger proportion of the money received in premiums
in the payment of benefits.



Chapter X

SUPERANNUATION
By EMMELINE W. COHEN

OLp age is one of the most constant sources of economic insecurity
and involves a combination of risks. To feel secure, a person -
needs to know that provisiom is made so that he will not be
destitute in old age, and also that when he retires he will enjoy
a standard of living related to that which he enjoyed when
working. This is the simplest of his needs and is met by all
superannuation schemes. Superannuation may be described as
a retiring pension related by a defined scale to the recipient’s
length of service and rate of salary. Unlike other forms of
pension, superannuation necessitates the keeping of individual
records of all those covered.

The risks of old age involve a good deal more than thc
possibility of surviving the normal span of working life. There .
is the risk of dying just before retiring age and leaving a dependent
spouse, child or parent. There is the risk of dying just after
receiving a pension and leaving dependants unprovided for,*
There is the risk of breaking down in health and being forced
to retire after long service but before reaching the normal pcnsmn
age. The most comprehenswe and satisfactory superannuation
schemes make provision for all these risks, and thereby offer
a substantial degree of security to those covered.

Superannuation schemes allow those undertakings which adopt
them to enforce a retiring age for their employees without
inflicting injustice on those who have grown old in their employ.
They encourage continuity of service, and at the same time
discourage dishonesty and unapproved forms of conduct. They
also reduce the need for individual saving,

Satisfactory pension schemes were made possible by the growth
of actuarial knowledge in the late eighteenth and carly nineteenth
centuries. From 1780, Royal Commissions advocated the
payment of superannuation allowances to permanent civil
servants on their retirement. An Act of 1810 put these recom-

mendations into operation. In the course of the century railway
uy
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companies, banks, insurance companies and similar undertakings
introduced schemes to cover their salaried staffs. Elementary
school teachers were covered, and so too were the employees
of some local authorities. In 1905 the National Association
of Local Government Officers opened a campaign, which only
came to a successful conclusion in 1937, to secure compulsory
superannuation for all officers and permanent servants of local
authorities. Until the outbreak of the war the number of under-
- takings which had adopted schemes was continuously increasing,
Two factors contribated to this increase. There was a growing
recognition of the importance of offering this kind of security,
particularly where life service was desired, and consequently
there was a tendency amongst public utilities such as railways
and building societies to offer *“Civil Service conditions.” On
the other hand, the facilities offered by insurance companies
have made it comparatively easy for firms to institute super-
annnation schemes for their salaried workers. These schemes
are administered by the companies.

It is difficult to estimate with any degree of accuracy how
many people are covered by superannuation schemes of one sort
or another at the present time. A survey was published by the
Ministry of Labour Gazette for 1938. This showed that in 1936

"there were some 6,544 schemes in operation, covering 1,617,000
employees—803,000 administrative and salaried workers, clerical
and sales assistants, and 814,000 wage-ecarners. The figures are
not complete. They do not include local government employees,
teachers or civil servants. In 1938 there were 370,000 permanent
civil servants and about 145,800 teachers. In addition there
‘were approximately 300,000 local government officers covered
by the relevant superannuation Acts. Thus there were roughly
2,432,800 persons covered by superannuation schemes of one
kind or another. Significant as are these figures, they represent
but a small proportion of the total working population of the
country. For the vast majority there is no superannuation. The
only security for old age is that provided by Old Age and
Contributory Pensions schemes, and the provision. mdw1duals
make for themselves through insurance.

The most fundamental distinction between superannuation
schemes is based in the methods by which they are financed,
between contributory and non-contributory schemes. The funds
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for contributory schemes are jointly subscribed by employers and
employed. The funds for non-contributory schemes are provided
by employing bodies only. Clearly both types of scheme are
designed to cover the same risks. The conditions they impose
differ. '

The most important non-contributory superannuation is that
which covers all permanent civil servants, Although all per-
manent civil servants are covered by the provisions of the relevant
Acts, no civil servant has an absolute right to a pension. The
Treasury and the heads or principal officers of a Department
have authority to dismiss any person from the public service
without pension or compensation. Pensions are calculated on
the basis of an eightieth of the annual salary enjoyed in the last
three years’ service, multiplied by the total number of years
of service, with a maximum of forty-cightieths of the last three
years’ annual salary.! In addition to the pension, officers receive
a lump sum when they retire equal to one and a half times the
annual salary. Subject to certain conditions, such as proof of
good health, those entitled to superannuation may allocate a
part of their pension to a dependant by surrendering not more
than one-third of the annual sum to which they would have been
entitled. The conditions of allocation allow alternative options.

The Treasury has power to grant a gratuity to the legal
representatives of a male officer who dies after five years’ service
or upwards, and also to the legal representative of an officer
who dies so soon after retiring that he has received in super-
annuation less than the amount of his annual salary. There are
also regulations under which officers receive pensions who retire
before attaining the normal retiring age on account of ill health.

Thus the chief risks of age and infirmity appear to be well
covered; and a civil servant who has established his claim to
a pension seems adequately provided for. It must be remembered
that those who enter the service have to pass a medical test.

The scale of salaries offered to civil servants is drawn up on
the presumption that service will lead to superannuation. This
presumption holds for a majority of men, but not for the majority
of women servants of the State. The *“marriage bar” enforces
retirement for women on marriage in all but exceptional cases.

! The basis of calculation for thase who entered the Service before the pusmg of
the Act of 1909 is somewhat different. ‘ -
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Consequently a large number of women retire without qualifying
for superannuation. To meet this situation there is a marriage
gratuity, payable at the discretion of the head of the Department
to women with not less than six years’ service. The rate paid
is one month’s pay for each completed year of established service,
with 2 maximum of twelve months® pay.

Civil servants who leave the service of their own free will
before reaching pensionable age receive neither pension nor
gratuity nor any other form of compensation for loss of pension
“rights.” This follows consistently from the non-contributory
basis of the scheme, which was devised to encourage continuity
of service, and to discourage experienced civil servants from
leaving. Those dismissed for misconduct or breach of the
undefined but none the less real Civil Service code receive no
pension or compensation. The decision of the head of the
Department-is final, and there is no appeal. The term mis-
conduct has no precise definition. The system sounds arbitrary.
It must be remembered, however, that the political heads of the
Departments may be questioned in the House of Commons.

As will be seen, the standard of pension compares favourably
with other schemes. The disciplinary element in the conditions
of qualification is intentional, and is in part the outcome of
historical circumstance which it would not be relevant to discuss
here.

Where n;m-contributory superannuation schemes operate,
pensions are always granted at the discretion of the granting
body; there is no right to a pension. Inevitably this may give
rise to an element of arbitrariness in the conditions required for
qualification. Thus a large and well-known insurance company
which has a non-contributory scheme for its employees stipulates
in its published prospectus that the Directors retain the right to
stop the benefits of a pensioner who shall after retiring and
without their consent engage in any business or concern which
they deem to be adverse to the company’s interest. Decision
rests with the Directors of the company, and there is no machinery
for arbitration or appeal.

A majority of superannuation schemes at present in operation
are contributory; that is to say, the pensions are paid from funds
subscribed jointly by employers and employed. The details
of individual schemes differ comsiderably both as to rates of
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contribution, options, scope and mcthods of administration.
There are some few large schemes, covering a considerable
number of persons. Some have to be devised for those who
normally enter the occupation early in their working life and
remain within the same scheme normally until retirement.
Others have to meet conditions where recruitment is at different
ages. Some schemes meet the needs of a small number of persons,
sometimes the employees of a single firm. There are contri-
butory schemes controlled by statute, there are schemes
administered by trusts, by committees, by insurance companies
on behalf of firms and companies. Of the large statutory
contributory schemes, the most important are those covering
teachers and local government officers,

Before considering the kinds of benefit offered by different
types of scheme it is well to discuss some general points. Where
funds are provided on a contributory basis, contributors may
reasonably consider that they have a right to that part of the
funds which are derived from their salaries, and this whether
they qualify for pension or leave without so qualifying. Conse-
quently, equitable conditions of “withdrawal should be an
essential feature in all schemes. It is important also that funds
shall be adequately safeguarded, and that administrative costs
shall be kept as low as possible. With regard to withdrawal,
it is important that the question of accrued interest on eon-
tributions shall be given proper consideration, and also that
wherever possible it shall be made easy for persons to transfer
from one contributory scheme to another. A satisfactory
machinery for settling disputed claims should be a feature of all
schemes,

To form an idea of the kind of security offered by contributory
schemes, it will be sufficient to examine the main features of
teachers’ superannuation, the superannuation scheme for local
government officers, and some of the larger and some of the small
private schemes.

Acts of 1898, 1925 and 1937 regulate teachers’ superannuation.
Teachers contribute 59, of their salary, and employing bodies
a matching sum. The allowance is one-eightieth of the teachers’
salary during the last five years’ service, multiplied by the total
number of years of service, and with a maximum of forty-
eighticths. Those with thirty or more years’ service to their
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credit receive also a lump sum when they retire. By the pro-
visions of the Act of 1937 a teacher entitled to superannuation
on account of age and who is in good health may allocate up
to 2 third of the annual allowance for the benefit of a spouse
or dependant. There is a death gratuity for those dying in the
service or just after retirement. There are special provisions to
allow those who temporarily discontinue contributory service,
and who during that period are engaged in certain approved
kinds of service, to pay 10%, of their salary to the fund and
receive ultimate pension bencfits as though no absence had
taken place. This provision allows teachers to serve in the
Dominions or abroad in approved circumstances. There is a
short-service gratuity for those who break down in health.
Those who leave.the service without qualifying for pension have
their contributions refunded with 3% compound interest.
Teachers dismissed for misconduct are entitled to the return
of their contributions. Where there are disputes over the
qualification for superannuation or amounts payable or return-
able, the final decision rests with the Board of Education.

The superannuation scheme for local government officers is
somewhat similar to that for teachers, although the details
differ. This is necessarily so, for the scheme covers a far less
homogeneous group.  °

Before the passing of the Act of 1937 a number of authorities
had schemes for their employees. The existing Act covers all
authorities. Consequently there is nothing to discourage an
officer from moving from a less responsible post under one
authority to a more responsible one under another, for he
takes his pension rights with him. Thus a valuable element of
mobility has been introduced. There have had to be elaborate
arrangements to cover late entrants and those transferred from
previous schemes. But for our purpose the important question
to consider is the conditions for new entrants to the local
government service. '

Both officers and servants of local authorities are covered.
They pay 6%, and 5% of their earnings respectively, and the
authorities pay matching sums. Superannuation is based on
one-sixtieth of the average remuneration for every completed
year of contributory service, and the maximum pension payable
is two-thirds of the average remuneration. The average remuner-
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ation is calculated on the earnings of the five years immediately
preceding retirement. The Minister is empowered to make
rules to enable contributory employees entitled to superannuation
to allocate up to one-third of the allowance to provide a pension
for a surviving spouse. Contributions with compound interest
at 3% are returnable to those retiring for reasons other than
voluntary resignation, dismissal for inefficiency or misconduct,
and also to the representatives of employees dying in the service
before becoming superannuable, Where an employee dies after
becoming superannuable but before he has received an amount
equal to his contributions and 3%, compound interest upon them,
the difference is paid to his legal representatives. Contributions
are returnable without interest to employees who resign volun-
tarily or are dismissed for inefficiency or misconduct. Disputed
claims are settled in the first instance by the local authority,
but appeal may be made to the Minister of Health, whose
decision is final.

These two contributory schemes have been described in some
detail because they afford an interesting standard. Both schemes
cover large numbers of individuals. The teachers’ scheme covers
a small range of occupation, but a great number of schools and
educational bodies. A teacher, therefore, who does not change
his profession has the opportunity of considerable changes of
employer and varied experience without his benefits diminish-
ing in value. Within the profession a satisfactory degree of
mobility is provided for. The particular interest of the local
government scheme is that it is designed to cover very varied
forms of activity, and includes wage-earners as well as salaried
officers. The machinery for settling disputes has the satisfactory
feature that final decisions do not lie in the hands of the body
which contributes to the pension and is therefore a financially
interested party.

Turning to other schemes, it is necessary to draw attention
to figures which have already been quoted. There are some
6,544 schemes in existence, covering approximately 1,617,000
persons. Clearly, a majority of these schemes are small schemes,
covering small numbers of persons. When superannuation is
considered, as we are now considering it, from the point of view
of how far it provides security in old age, it is clear that the
question of the size of the group is important. However satis-
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factory the conditions for refunding contributions with a
satisfactory rate of imterest, it is clear that withdrawal before
the contributor reaches retiring age fails to produce the security
the schemes should be designed to provide. For where there
are withdrawals there is no provision that the sums withdrawn
will not be used for current purposes. It is therefore important
that where small schemes operate there should be means of
effectmg transfer from one scheme to another. Unfortunately
there are not figures available to illustrate the usual rate of
withdrawal of members from schemes prior to qualifying for
pension, From the security point of view, the small scheme is
only satisfactory for those workers who remain within it for
the whole of their working life. It has to be remembered that
any transfer which does not entail transferring employers” as
well as workers’ contributions leads to devaluation of the ultimate
pensions received.

A large number of individual employers and group schemes
are operated through insurance companies. The estimated
figure for 1936 was 3,861. On the other hand, over four-fifths
of the employees covered by superannuation schemes were at
that date covered by schemes operated internally by the firms
and groups concerned.

Insurance companies adapt their schemes to the needs of the
firms for whom they operate schemes. Typical schemes provide
a retirement pension at 65 based on the number of years’ service
in the different salary grades, and a benefit to the legal repre-
sentatives of the contributor if he dies before reaching pensionable
age. Arrangements for those withdrawing from the scheme
voluntarily provide for the return of contributions.

Conditions and benefits vary considerably. For salaried staff,
contributions range from 2 to §39% of the salary, for male wage-
earners from 1/- to 2/- a week, for women wage-earners from
6d. to 1/6 a week. There are a large variety of ways of calculating
benefit. It is usually based on multiplying a given fraction of the
average salary by the number of years’ service.

Most schemes offer certain options as regards age of retirement
and the form of the pension. '

Clearly the scope of benefits that can be offered depend to
a certain extent on the size of the scheme. As has already been
pointed out, small independent schemes involve certain unavoid-
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able difficulties, and chief amongst them their inability to provide
means of mobility without contributors having to withdraw
from the scheme or sacrifice the ultimate value of the pension,
There is always the question of making special arrangements
for late entrants, where contributors are likely to be taken on
at a mature age. These difficulties are more acute where wage-
earners are concerned than where clerks and other salaried
officers are concerned, because their degree of mobility is usually
higher.

One of the most interesting schemes at present in operation
is the Federated Superannuation Scheme for Nurses and Hospital
Officers, which makes arrangements so that a member who
migrates to an institution which does not participate in the
scheme may temporarily suspend payment or else pay a stipulated
proportion of her remuneration to the fund, and in either case
retain full membership. The scheme is also interesting in that
it makes provision for arbitration in cases of dispute by a single
arbiter nominated by the President of the Law Society. This
recognition of the importance of impartial settlement of disputes
israre. It isusual in private schemes for decision to rest without
appeal with the firm or trust which grants the pension,

In conclusion, it is necessary to consider the question of
superannuation from a general point of view. The position is
best assessed by consideration of the table on p. 258, which was
published in the Mjnistry of Labour Gazette for May 1938 and
described the position as it was in 1936,

The striking facts in this table are the large number of
individual industries or services which operate schemes and the
small number of manual workers covered. It is clear that the
problem of providing security in old age for skilled manual
workers has hardly been tackled. Nor does it seem probable
that it will whilst the present populatity of small individual
schemes persist.

The importance of security in old age has been recogmscd
up to a point. The necessity for co-ordinating existing schemes
and for working out a comprehensive plan which will cover all
salaried and manual workers has not been recognised. Admittedly
the task is prodigious. Individual records must be kept.
American experience shows that such a task is not beyond the
bounds of human and actuarial ingenuity. In that country,

R
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Old Age and Survivors Insurance, which is their equivalent to
our Contributory Pensions scheme, is based on individual wage
records for each insured worker. The records are kept by the
Social Security Board. Perhaps a study of American methods
might suggest a solution to our own problem.

PRIVATE SUPERANNUATION SCHEMES 1936}

o

Schemes operated
by the Individual | Group Schemes;
Firtns or Under- | each covering
takings (either a Number of Total.
directly or through | Firms or Under-
Insurance Com- takings.
panies).

Number of firms, under-
takings, etc., with
pension  schemes at
the end of 1936 . 2,580 4,144 6,544

Administrative, clerical,

sales, etc., staffs:

Males . . . 597,999 49,335 637,434
Females . . 145632 | 19,569 165,201 |
Total . . 742,741 59,994 802,635 |
Manual wage-earners:
Males . _ . . 633,142 11,449 644,591
Females . . 169,102 765 164,867
Total . . 802,244 12,214 | Bi4,458
All employees: . .
Males . . . 1,250,241 51,784 1,282,025
Females - 314,734 20,334 335,068
JTotal—all employees | 1,544,975 72,118 1,617,003

It is clear that superannuation should be greatly extended.
It is not clear what form this extension should take. The
arrangements of the local government superannuation scheme
show that there are advantages in a scheme which covers large
numbers, and that varied types of employees can be covered

1 Ministry of Labowr Gazette, vol. xlvi, No. 5 {May 1938), p. 172.
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by one scheme. It seems probable that what is needed is a
number of comprehensive schemes for various groups of employ-
ment or kinds of occupation, Certainly alternatives should be
worked out in detail before further multiplication of the present
types makes the task of co-ordination still more complex.
Co-ordinated superannuation schemes, covering wide ranges of
workers, should certainly figure in any social security plans.
And when these schemes come to be drawn up, there is much
useful experience which can be utilised. Some of the larger
‘existing schemes offer excellent ranges of benefits and options.
Some few have a satisfactory and just method of settling disputed
claims, All these features need careful consideration, and new
comprehensive superannuation schemes must be based on carefil
analysis of the social as well as the actuarial value of proposals.



Chapter XI

INDUSTRIAL LIFE ASSURANCGE
By LOUIS GINSBURG

INDUSTRIAL Assurance has been defined by the Industrial
Assurance Act of 1923. It is described as the business of effecting
assurance on human,lives, premiums in respect of which are
payable at intervals of less than two months and are received
by means of collectors. The principle of personal collection at
the home of the assured distinguishes this from other life assur-
ances. The system embraces the millions of policies for small
amounts, seldom providing more than £3o0 each, effected by
the wage-earning classes. The premiums are paid weekly,
sometimes as little as 1d, only, infrequently more than 1/- on
a single policy, to a collector who calls regularly for that purpose.
In addition to policies on one’s own life and on the life of one’s
wife, it is expressly permitted by statute to effect policies on
the lives of one’s children, parents, grandparents, brothers and
sisters without reference to the question of insurable interest,
An insurable interest is an “interest of a pecuniary nature . . .
which would be prejudicially affected by the occurrence of
the event insured against.”” Such an interest would have to
exist before an ordinary insurance policy could be effected
on the lives above. Ostensibly policies are intended to meet
the cost of ‘‘reasonable” funeral expenses which one might
_expect to incur on the death of a relative within the permitted
range. _

The business of industrial assurance is now so widespread as
to be almost umiversal. In 1938 no fewer than 11 million new
policies were taken up, and at the end of the year there were
over 100 million policies in all in existence. One hundred and
sixty-four assurance undertakings are registered for the purpose

. of carrying on this business in the British Isles, and in 1938
they collected premiums worth £72 millions. This represented

on the average about 2/g per week from each of the 10 million
280 :
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families in which the total income from all sources did not
exceed L5 per week, and from whom almost the whole of the
industrial assurance premiums was derived. These include some
in dire poverty and others in comparative comfort,

OricIN oF INSURANCE

Insurance is a contractual obligation to provide stated benefits
on the accurrence of a given contingency. It is not charity,
for charity depends on goodwill and does not involve a binding
contract. The earliest insurance arrangements were co-operative,
they were made for mutual protection between persons or
parties subject to the same risks. The loss of a craftsman’s tools
by fire or theft was made good by his guild. The shipowner
arranged with his competitors that tonnage lost at sea should
be replaced out of common resources. Individuals meeting
regularly for any purpose, business or pleasure, sconer or later
arranged to provide each other with “decent’ burial, And
SO on.

These arrangements were made for mutual protection. It
was not until much later, about the end of the eighteenth century,
that a new figure, the “underwriter,” appeared. The nature
of many hazards had become more clearly understood. Experi-
ence and statistics had accumulated from which reliable averages
could be computed. Using this newly available information,
the underwriter calculated the “premium” -in exchange for
which he was prepared to accept the liability for the risk. He
naturally added a percentage to the calculated premium to
allow himself a margin of profit. By carefully selecting his
risks to exclude those which seemed unduly hazardous, and by
closely studying the nature and statistics of the risks which he
was prepared to assume, the underwriter was often in a position
to charge smaller premiums than those charged their members
by the mutual associations. He wanted insurance business
because, if carefully managed, it was profitable, and went out
of his way to find it. Gradually the older mutual insurance
associations were left behind. In some fields they dropped
out altogether; in others, burial insurance for instance, they
adopted the methods of the underwriters and in due course
prospered too,
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Tur DEVELOPMENT OF INDUSTRIAL LIFE ASSURANCE

Against the contingencies of sickness, old age and death,
insurance was an easily recognisable feature of the guild system.
The guilds broke up in the seventeenth century, but their
insurance activities were ultimately restored by the formation
of small “friendly societies” in nearly every town and village.
By the end of the eighteenth century they were numbered in
tens of thousands. They insured their members for sickness,
old age and burial benefits on a mutual basis just as the guilds
had done. The old age benefit was soon dropped on the grounds
of expense which only few members could afford.

The Industrial Revolution brought about a large-scale redis-
tribution of the population, and to cope with the changing
circumstances many of these small local friendly socicties volun-
tarily amalgamated to form “affiliated orders.” Some of these
orders attained considerable size, constituent societies numbering
hundreds and total membership many thousands. Because of
their size they could afford to employ full-time salaried officials,
and they did tend on the whole to have more careful and efficient
managements than the small independent societies amongst
whom insolvency and defalcation had been only too common.
The largest of the affiliated orders, the Manchester Unity of
Oddfellows, still flourishes and continues to provide sickness and
burial insurance facilities for a large number of people.

The orders have retained many of their original features.
They were formed by the voluntary amalgamations of small
friendly societies. These societies, now called ‘“‘branches™ or
“lodges” or *tents,” have preserved their identity. They play
an important part in the administration of the order, have some
degree of autonomy and in certain restricted circumstances
have even the right to secede. The order is controlled by the
members through lodge delegates who attend the annual Grand
Order meeting and elect an Executive Committee to govern
the affairs of the concern for the following year. A bond of
friendship and brotherhood is maintained between the members,
and the lodges arrange social functions at which the members
gather from time to time. Application for membership of a
lodge is not merely a question of undertaking to pay insurance
premiums. A prospectivemember has to be proposed and seconded
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by persons who are already members. Certain conditions have to
be satisfied, character has to be vouched for, and there seems to be
ageneralinsistence that those who wish tojoin the lodge for financial
gain alone had better take their insurance business elsewhere.
During the early part of the nineteenth century there was a
firm public demand for sickness and burial assurances. To cater
for those whom the affiliated orders were not interested in
absorbing for reason of occupation, location or other conditions,
friendly societics were formed which operated on a wholly
centralised plan. They had neither branches nor lodges, and
some of them employed full-time canvassers to procure new
members. The members sent their contributions by post direct
to the office of the concern. These friendly societies provided
miurtual insurance arrangements for sickness and burial benefits
in the same sense as the afhiliated orders did, but members were
attracted on a purely financial basis, there were no social con-
nections between one member and another as such. Control
was vested in the membership as a whole through an Executive
Committee elected by the members at an annual general meeting.
Sickness benefits are notoriously difficult to manage. Unless
careful supervision is exercised, members are apt to ‘‘stay on
the funds™ long after they are really fit for work. Malingering
may become so acute that the financial stability of the whole
concern falls into jeopardy. In the early days, too, the statistical
basis of the premiums was most uncertain, charges on the whole
being too low. The centralised friefidly societies, in which the
members are animated more by monetary instinct than by
considerations of brotherhood and in which there is no personal
contact between members as in the affiliated orders, found
payment of sickness claims an increasing strain on their resources.
Various steps were taken to cope with this difficult position.
As a result, some societies continued to prosper and still survive,
but many decided in the 1840’s to discourage or even terminate
the sickness insurance and provide burial benefits alone. Here
then, about the middle of the nineteenth century, organisations
came into being whose sole or principal purpose was to provide
burial insurance facilities on a mutual basis, In effect, this was
the beginning of Industrial Life Assurance; and to distinguish
their special purpose the friendly societies which chose to concen-
trate their activities on burial assurance later became known as
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“collecting societies.”” The other friendly societies and the
affiliated orders fall outside the scope of Industrial Assurance
proper. The provision of a death benefit is for the most part in-
cidental to their main purpose, namely, sickness insurance. Their
activities do not now resemble those of the collecting societies.

Through the progress of actuarial science insurance contingent-
on death had by the middle of the nineteenth century become
a feasible and sound proposition. Statistics became available
on which reliable mortality tables were constructed, so cal-
culations of adequate premiums afforded lttle difficulty.
Malingering proved a grave problem in the sickness insurance
world, but it is no easy matter to simulate death in order to
raise a few pounds on the burial money. The collecting societies
were soon in a flourishing condition, and to many seeking fields
for profitable investment the business showed distinct possibilities.
Capital was put up, shares issued and companies formed in
numbers for the sole purpose of providing burial assurance
facilities for the “industrious” classes. These concerns became
known as “‘industrial assurance companies.” They are owned,
controlled and operate for the profit of their shareholders in
just the same way as any other commercial undertaking. Those
who effect insurance with them, the “policyholders,” have no
say whatever in their management, as have the members in
the management of a collecting society. The companies adapted
vigorous selling methods, introduced house-to-house collection
of premiums, and in due course outstripped the collecting
societies in size and importance. Impressed perhaps with this
“success,” the Executive Committees of some collecting societies,
committees which customarily are re-clected intact from year
to year, arranged on behalf of the members as a whole to convert
the mutual society into an insurance company. Shares were
issued to the members in exchange for membership rights, but
the advantages accruing to the body of members are not
immediately obvious. On the contrary, the majority seem to
have got a vety poor bargain indeed. The story of one such
conversion is given in detail in the Cohcn Report,! from which
the following facts are taken. .

! Committee on lndustrial Assurance under chairmanship of Sir Benjamin
Cohen, K.C., appointed by the Chancellor of the Exchequer in April 1931, report
published July, 1933.
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In the year 1913 the Blackburn Philanthropic Friendly Society
converted itself into a company owned by sharcholders. The
shares were allocated to the 73,262 members on the books at
gist December 1912, in proportion to the contributions paid to
the society. Since the sum which the society could assure on
any one life was limited by statute to only £300, as between
onc member and another a relatively even distribution of shares
must have taken place. No dividends were paid for many years,
during which period a considerable change took place in the
ownership of the shares. In 1932, g Directors and the Secretary
held between them no less than 86,713 out of a total of nearly
800,000 shares, and 59 other officials of the company held
another 58,659 shares. Of the balance, 446,723 shares were
owned by 639 persons. Thus, while on conversion there were
473,262 sharcholders, by 1932 75% of the shares were in the
hands of only 708 persons, i.e. in the hands of only one-fifth
of 1% of the former body of members. ‘“How far this change
of ownership took place before dividends were paid, and at
what prices the changes were effected, are matters on which”
we have no information but on which certain inferences may
reasonably be drawn., The company now pays a dividend of
31% free of tax on the authorised capnal This is on the face
of it a modest rate, but when it is realised that no cash was
subscribed and no liability imposed on the shareholders . . . it
is casy to sec that an apparently modest dividend may be a
serious burden on the policyholders” (Cohen Report). Since
the policyholders had at one time enjoyed full controlling rights
as members of the erstwhile society, rights which they had
parted with on letting the shares slip through their fingers, it
could hardly have been for their benefit that the Executive
Committee arranged the conversion.

By 1853 industrial assurance on a profit-making basis had
come to stay. Ninety-six companics had been registered, but
by amalgamation and occasional failure these were reduced by
1938 to 15 in number. During the year 1938 these 15
companies collected £58 millions in premiums, and at the end
of that year no fewer than 76 million policies were on their
books, Through rapid expansion of the business and because
of the increasing longevity of the population, the profits realised
by thcsf companies soared beyond all the dreams of those who
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put up their original capital. As long ago as 1915 Mr. Sidney
Webb ! estimated that the cash capital of the largest of these
companics amounted to only £5,839. On this sum an annual
dividend of £600,000 was being paid to the fortunate shareholders.
The aggregate of shares representing this cash investment of
£5,839 was in 1915 worth about 10 millions sterling! Mr. Webb
hastened to add that the magnitude of the profit was no indication
that the policyholders were being badly treated. Generally
speaking, the capital of an industrial assurance company which
has actually been put up in cash represents only an insignificant
fragment of the funds which have accumulated from the pennies
paid each week by millions of policyholders. It is these funds
which secure the ultimate payment of the burial moneys, the
shareholders’ capital is now of no real value to the policyholders.
Correspondingly, payment of even the munificent profits which
the shareholders have enjoyed has not in general imposed an
intolerable burden on the assuring public. In 1938 some L2
millions was absorbed in dividends to sharecholders compared
with £58 millions collected in premiums. The profits have
been none the less remarkable, the prosperity of the companies
free for all to admire in the magnificence of the office buildings
they have chosen to inhabit. In recent years most companies
have given their policyholders a share in the annual profits in
the form of a free addition to the sum assured. On the average,
about two-thirds of the whole proﬁts available are now bcmg
allocated to the policyholders in this way. The companies
deserve a great deal of credit for voluntarily giving their clients
these extra bencfits without charge. The cynic might wonder
whether, in view of the handsome profits they were making, public
opinion in the long run would not have achieved a similar result!

The companies now transact all kinds of insurance business,
fire, accident, theft and so on, but they are required by statute
to maintain separate ‘accounts and funds in respect of their
industrial assurance business, which in effect therefore is com-
pletely self-contained. The industrial assurance funds at the
end of 1938 amounted to £360 millions.

In 1853 there were many hundred collecting societies, but in
1938 only 149, of which all but 6 were of negligible size. During

! “The New Statesman Special Supplement on Industrial Assurance,” h'y Sidney
Webb, March 1915.
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1938 these societies collected £14 millions in premiums, and at
the end of that year there were 25 million policies on their books.
Although ostensibly providing insurance facilities on a mutual -
basis, it is doubtful whether the control vested in the members
‘of these societies is ever exercised. Through ignorance or
indifference or both, rarely more than a handful of nmembers
or their delegates ever attend the meetings at which governing
committees should be appointed by them. Some societies
numbering their members in millions issue an open invitation
to all to attend the annual general meeting, and then perhaps
hire a single hall which could accommodate 5,000 at the most!
Indubitably the Management would be surprised if every one
of their million or more members tried to force a way in. In
point of fact, the members have very little voice in the manage-
ment of these socicties, the effective control of which has “fallen
into the hands of those whase relations to the society should be
that of servants” (Cohen Report). The administrative officials
and collectors pack these meetings with their own nominees
(collectors are by statute debarred from attending in person)
and generally manage to run the show in their own
way, As a result, the policyholders in a mutual collecting
society are little, if any, better off than those whose policies are
insured in a company owned by sharecholders, Where in the
one dividends are paid, in the other, as we shall see later, the
collectors and other officials have taken advantage of their
position to secure higher remuneration for themselves. For
better or worse, the members of these societies have evinced no
desire at all to exercise their rights.

A number of collecting societies still maintain a small sickness
insurance section, the funds for which are required by statute
to be kept separate from the industrial assurance funds, which
in effect therefore are completely self-contained. The industrial
assurance funds at the end of 1938 amounted to £76 millions.

Since the early days of the friendly society movement, the
State has admitted its responsibility for the safety of the savings
and insurances of its workers. As long ago as 1793 a compre-
hensive Act was put on the Statute Book, as a result of which
some restrictions and supervision could be exercised over the
management of the friendly socictics, amongst whom defalcation
followed by winding up had become distressingly common. In
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return for these limitations the societies were given particularly
advantageous terms for the investment of their funds in Govern-
ment Securities. Since 1793 a succession of Acts, 1809, 182g,
1871, 1896, 1909, 1923, and 1929 has been carried through.
The earlier Acts were concerned principally with the prevention
of insolvency, first among the friendly societies and later among
the rapidly growing insurance undertakings. The later Acts,
in particular the 1923 Industrial Assurance Act, sought to
reduce the abuses and malpractices which had become wide-
spread as high-pressure salesmanship methods were inflicted on a
populaﬂon which lacked the knowledge thoroughly to understand
what it was they were being induced to buy. The office of the
Industrial Assurance Commissioner was set up to secure due
observance of the 1923 Act, and the Commissioner adjudicates
on any disputes which may be referred to him under that Act.
The industrial assurance companies and collecting societies
play an important part in the administration of the National
Health Insurance scheme. This is described in detail in another
chapter of this book. It is sufficient to mention here that the
National Health or “approved” sections of these concerns have
no financial connection at all with their industrial assurance
activities. Yet the industrial assurance and National Health
activities are not wholly disconnected. The Cohen Committee com-
mentéd on *“ the assistance in their canvassing activities which the
collectors derived from the connections of their offices with the State
system of National Health Insurance.” Paymentof National Health
benefits, especially maternity bénefit, was stated to be of great
assistance when canvassing for new industrial assurance policies.

InDUsTRIAL ASSURARGE (ORGANISATION

The Agent.—The towering structure of the industrial assurance
business rests on the activities of the individual, usually described
as the agent, who is responsible for collection of premiums.
The offices require him not only to collect premiums but even
more to procure new business. The drive for new policyholders
is the outstanding feature of the relations between the offices
and their agents. Insurance business is peculiar in that constant
expansion and ultimately bigger profits (or higher remuneration
for the officials) may be obtained without much fresh- capital
expenditure. A vigorous and efficient sales organisation alone
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is necessary. No additional plant has to be set up, pressure on
the agents is the only requirement, and since without exception
" the companies and societies wish to expand their activities, the
pressure is intense and continuous.

The agent’s remuneration depends on his success as a canvasser
of new business, although primarily he is a collector of premiums.
In some companies he retains as procuration fee the first 12
weeks’ premiums paid under each new policy. In others, the
procuration fee is a percentage of the net increase in his total
collection week by week. Over and above the procuration fees,
a renewal commission is paid amounting to 15 to 209, of his
weekly collection. The largest industrial assurance company,
a colossus controlling some 3609, of the whole business, remunerates
its agents by salary and bonus alone, although salary increases
and promotion are dependent, among other things, on canvassing
results. The collecting societies pay renewal commission at the
standard rate of 25%, of the weekly collection, and procuration
fees absorb the first 14 to 16 weeks’ premiums paid under each
new policy. Further, the agent of a collecting society has what
is known as a ““book interest™ in his collection. This is expressed
as the right of the agent to nominate his successor; in other
words, the right of the agent to sell his “book” or “collection.”
A “book™ seems to change hands for as much as go times the
weekly premiums for which it is responsible. So that a book
charged with the collection of £20 per week, and worth to the
agent holding it a wage of L5 per week, would sell for £6o0.
By procuring new policies and increasing his collection the
agent not only obtains substantial procuration fees but also
increases the value of his ““book,” Without the control which
the agents are able to exercise over these societies, it is difficult
to see how thissystem of book interest could have arisen. Control
brings them high rates of commission and security of employment.
These have consequently acquired a marketable value.

Whatever the basis of his remuneration, an agent who over
a period fails to produce a satisfactory stream of new business
either endangers his job or causes the value of his book to
depreciate. In any event, he incurs the extreme displeasure of
his superior officers. By word of mouth or written communication,
exhortation, threat and plea for new business descend incessantly
on the agent. Childish devices are used to ‘encourage him.
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Special weeks, birthday weeks and so on. Pep talks and sales
talks, ad lib. The agent is never allowed to forget that he must
procure new business, more and more of it.

There are some 50,000 to 60,000 individvals employed full
time as industrial assurance agents, the majority of whom earn
between £3 and £5 per week. An exceptional few may makc
as much as £L10 per week.

" From the assured’s point of view the agent is the company.
The agent is responsible for advising the policybolder on the many
points that can arise in connection with these policies. The office
relies on him to smooth away contentions which if allowed to
develop might lead to protracted correspondence. An office
which numbers its clients in millions cannot afford to enter into
correspondence over every point of explanation which may arise.

The agent customarily completes the form of proposal, the
proposer merely signing his or her name in the appropriate
places. The proposer has to rely on the agent to inform him
what assurances he may effect on his relations and for what
amounts. On discontinuing payment of premiums, the assured
has certain statutory rights. These are set out in every premium
receipt book which the assured holds, but in language incom-
prehensible to all but very few of the people who own these

licies, Insurance is a financial transaction of a somewhat
technical nature in which ignorance can easily lead one into
monetary loss. Yet ignorance of the contract is almost universal
among industrial assurance policyholders. On all issues the
assured has to rely on the information and advice tendered by
the agent. The offices. make a big point of tht service which
the agent thus renders to his clients. They attempt on these
grounds to justify the heavy expense of personal collection.
One would therefore imagine that they select their agents bearing
particularly in mind their suitability in this respect. Yet it is
only an exceptional agent who does not receive his appointment
on his potentialities as a successful canvasser alone. Where
““book interest” exists, the vendor has not the slightest concern
in the purchaser’s suitability for the job.

A new agent is generally on the “road” afier spending only
a few days at the nearest branch office, where he is instructed
in his clerical duties. From the pages of an instructions book
issued by the Head Office and which he may or may not read,
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the new agent is supposed to learn something about the nature
and legal aspects of insurance. More usually his understanding
of the article he sells and services is acquired along the rough
road of experience, trial and error, Even this would be tolerable
if it were not that there are good reasons to believe that the
labour turnover among agents is extraordinarily high. Statistics
of turnover are not easy to come by. This is more than regret-
table, for turnover is the ultimate criterion by which the worth
of these agents may be measured. There is no doubt that
thousands are as knowledgeable, hardworking and interested
in their clients’ welfare as Sir Wiliam Beveridge acknowledges,
but the relative influence of these men of excellent type can only
be estimated against labour turnover in their ranks as a whoie.
Data available for the insurance industry include withdrawals
from all types of insurance work, clerical as well as sales staffs,
“ordinary”’ as well as industrial insurance. Without a great deal
of information which is net available, only a conservative guess is
permissible. It has been suggested, however, that of the 21,000
persons who left the insurance industry in 1931, not less than 609,
i.e. 12,000, had been full-time industrial assurance agents. This
represents a labour turnover of 25% per annum, and if within
measure of the truth, means that only a minority of the agents
remain long enough in the business to learn thoroughly what it is
all about. While the offices measure their *“progress” by the
number of new policies they secure each year, a large labour turn-
over cannot be avoided. Whatever other functions the agent has
to carty out, he remains in essence a door-to-door salesman; that
is the basis of his relationship with his office. He is pressed
continwtously to obtain more and more new business, a large
number fail to produce the results, and within a short time
have to find other employment. The intensity of the effort
may be gauged from the fact that some 1o million new policies
have been secured every year for the past 25 years,
Over-insurance.—Pressure on the agents to procure new business
dominates the whole system of industgial assurance. Subject
to this insistent pressure, the agent in turn has to press his clicnts
and employs all the arts of his trade to induce them to increase
their assurances. His efforts have been crowned with extra-
ordinary success. At the end of 1937 there were no less than
85 million industrial assurance policies in existence, assuring on
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the average a sum of £18 per policy. There were in addition
some 13 million policies for which premiums had been discontinued
and the policyholder granted a reduced *paid-up” assurance in
lieu of what he had already paid. The sum assured by these
policies averaged £4. Since the working-class population, who
alone might be interested in these policies, did not exceed 4o
millions, it seems that by the end of 1937 at latest the industrial
assurance system had succeeded in providing a decent burial
for all, with unavoidable expense for interested relations and
a little to spare. Yet by the end of the next year, 1938,
another million and three-guarter policies were being maintained,
although the population increased during the year by less than
200,000. At the end of 1927 there were 70 million policies for
which premiums were being paid; ten years later, 85 million,
i.c. an increase of 15 million. During the same period the
working-class population increased by less than 2 millions,
from about 38 to 40 millions. So far as decent burial is con-
cerned, saturation point seems long since to have been reached,
yet there has been no diminution in the success of the agents’
efforts to obtain new assurances.

The offices point out that, while they are prepared to issue
policies subject to a premium as low as 1d. per week, the number
of policies in force is an index only of the extent to which people
gradually augment their assurances by small amounts, and cannot
by itself indicate gross over-insurance. That is true only so long
as one fails to relate the number of policies to the average sum
assured for new business, This has been as much as £18 per
policy for many years despite the increasing incidence of Endow-
ment Assurances at relatively much higher premiums. In 1933
the Cohen Committee concluded that the increase in the premium
income of all offices from £36 millions in 1920 to £54 millions
in 1930 was evidence of excessive pressure for increase and resuit-
ing over-insurance. The offices now 1 deny the validity of that
argument on the grounds that (a) many policies were issued
immediately after the last war which had in effect been postponed
during the war period, () the 1mpr0vcd economic status of the
people provided a larger margin for savings, and (¢) changes in
money incomes reflected in the increased price level alone

' Industrial Assioance Explained—a Reply lo Criticisms.  Issued by the Industrial Life
Offices, January 194.4
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justified a steady increase in the premium income to the level
actually attained in 1g9g0. Superficially that reply seems con-
vincing, But from 1929 to 1934 the premium income increased
from £52 millions to £62 millions, and during that peried (a)
there were no postponement policies, (4) the economic status
of the people suffered a marked deterioration, and (¢) the price
level, reflecting changes in money incomes, fell from 167 to 144
(official cost of living index figures). The logic of the offices’
reply secms to have gone awry, It seems clear that, stimulated
by intensive canvassing, a multiplicity of policies is being effected
on relations within the permitted range which have only a remote
connection with decent burial and unavoidable funeral expenses.
The Cohen Committee reported that the moneys available from
the policies “have facilitated the cconomic waste on expense
of every kind in councction with death in working-class homes.”
A casual enquiry revealed that an undertaker would generally
“do” a working-class funeral for anything between £15 and
£40. One got the impression that the style of the funeral was
as much dictated by what the undertaker could elicit about the
amount of assurance moneys becoming available as by the
expressed wishes of the bereaved. Naturally at such a time
the bereaved would have little inclination to bargain.

Since the last war policies of Endowment Assurance have been
taken up in increasing numbers. Under such a policy the sum
assured is payable on survival to the end of a specified term of
years (10, 15, 20 and $0 on) or on previous death. Endowment
Assurances in force numbered 5 million in 1929 and some
1o million in 1938, when nearly one-third of all industrial assur-
ance premiums was received under this head. It is claimed that
these endowments combine the advantages of life assurance and
savings. The savings, however, are tied up absolutely until the
policy matures at the end of the agreed term, unless death inter-
venes, and if an emergency should arise in the meantime the
money cannot be made available except by surrender at con-
siderable loss. This disadvantage hopelessly invalidates the
savings motive amongst working people, whose finances are
almost invariably arranged on a precarious week-to-week basis.
Even on maturity the sum suddenly made available, typically
£25-£30, after saving 6d. a week for 25 years, may be devoted
to purposes far removed from the originally thrifty intentions

5
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of the policyholder.” The end often hardly seems to justify the
effort. Burial benefit is the only socially valuable purpose that
these assurances can be made to serve. The endowment is only
a camouflage that may make them superficially attractive. .

It is thus idle attempting ? to create the illusion that because
one-third of the premiums are received from these Endowment
Assurances and one-third in respect of whole life assurances taken
out by people on their own lives (or by a wife on her husband’s
life and vice versa), burial expensec is a diminishing factor in the
business. When an individual effects a policy for a smail sum on
his or her own life, or on the life of his or her spouse, it is only
the funeral expense motive that makes the transaction worth
while. It is only on this basis that the business could be sold, and
out of the sums thus produced burial expenses are the first charge.
A policy for £40, say, is a vastly different article from one for
£400—the purpose is determined by the amount of the policy.
The dividing line between funeral expenses and provision for
dependants obviously cannot be fixed at'a given sum, but it is
certainly far in excess of what is secured by most industrial
assurance policies. The sums normally available after meeting
funeral expenses might provide for ncedy dependants at the most
for a few weeks—an admitted advantage, but of such a temporary
character that to it there cannot be ascribed the motive for an
overwhelming number of own life or life of spouse policies.
Funeral expenses is the only contingency against which policies
for these very small sums provide complete protection, and that
is the only justification for their existence.

The flow of new policies has been stimulated by the high-
pressure salesmanship methods of the agents, but the procuration
of 10 million new policies every year can hardly be ascribed to
an artificially induced demand alone. The public want burial
assurance, Dread of burial by the parish is widespread. Many
believe that an expensive funeral is something of a passport to
heaven for the deceased and the hallmark of respectability for
the bereaved. These are natural and deep-rooted, even if
illogical beliefs. They gave rise, as we saw, to the original
schemes for mutual insurance, but the business today has left
these simple beginnings far behind. To the natural desire of
the population to obtain burial assurance facilities there has

Y Industrial Assurance W, P 5
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become closely attached a perhaps equally natural desire of
shareholders to increase their profits, and agents to increase
their earnings, The public created the demand, but the offices
have fastened on it, exaggerated it and ultimately inflated it
far beyond its simple, elementary purpose, namely, decent
burial. As a result, for a working-class population of only
40 millions there are now 87 million policies assuring some
£1,600 millions at a cost of over £70 millions per annum.

Why do they do it? Are the public so easily swayed by the
solicitation and persuasiveness of the agents that in their millions
they embark on financial commitments they can ill afford to
maintain, and often abandon within a short time? -Seemingly
they are: perhaps through exaggerated fears, or ignorance or
misunderstanding of what is involved—or perhaps simply to
get rid of a persistent canvasser, especially as very often it is an
already harassed housewife who has to deal with him.

The extraordinary success of the industrial assurance business
may be compared with the dismal experience of the now defunct
system of insurance through the Post Office. As long ago as
1882 facilities were provided through the Post Office for *“ members
of the working classes to insure their lives with the advantage
of Government security.” The idea seems to have been con-
ceived shortly after a number of insurance concerns had become
insolvent and defaulted. Yet, however admirable the conception,
the scheme never prospcr_cd It was all but ignored by the
public. At the end of 1927 there were only 10,000 policies in
the Podt Office scheme, compared with 70 million in the industrial
assurance offices. No real effort was ever made to popularise
the scheme, no inducements were offered to Post Office em-
ployees to bring the advantages of the scheme to the public
notice. However real the demand for burial assurance, there
is invariably some reluctance voluntarily to go out of one’s way
to obtain it. It is an axiom of industrial assurance that only
persistent canvassing produces results. The Post Office scheme
ignored the effect of sales resistance. It took no account, too, of
the precarious way in which working-class finances are arranged.
Payments had to be taken to the Post Office every week by the
assured themselves. Yet it is a freely acknowledged fact by all
connected with industrial assurance that without the regular
and frequent collection of premiums at the assured’s house, or
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assertion that economic insecurity is the major and, by implication,
the sole cause of lapsing, which is thercfore beyond their control.
The offices have a gargantuan appetite for new business; to
satisfy it they maintain countrywide sales organisations, and their
relationship with the agents is based primarily on the necessity
for procuring new policies. The agents scour the country for new
business, not because they’re anxious lest some unfortunate might
otherwise have to lie in a pauper’s grave, but because their
livelihood depends on their satisfying their employers’ demands
for new assurances and more and more of them. As a result the
agents secured a steady r1o. million new policics every year
between the two wars, depression and boom alike—but barcly
50%, of these were maintained for more than a few months. It
seems only common sense to conclude that, subject to the intensive
solicitation of the agents, millions are being persuaded jo take
out further policies without having the means or the interest to
maintain them. These are the policies which lapse. If the offices
are sincere in wishing to reduce lapses, they need only to cease
measuring their “progress” by the amount of annual new busi-
ness which the army of agents secures for them. It is indicative
of the frailty of human nature that many who have lapsed an
assurance are within a short time persuaded to try again, Where
otherwise do the ten million new policies come from every year?
It is true, as the offices point out, ! that a certain (unknown)
proportion of these lapsees effect new assurances within a short
time and have been, in fact, only ““temporarily out of benefit.”
If, as is likely to be the case, one or more birthdays have passed
since the original policy was effected, the sum assured, however,
suffers a permanent reduction, e.g. for entry at age 3o from
£23: 14/- for 3d. a week to f22: 19/~ at age 31 and f22: 4/
at age 32. On the other hand, there can be no guarantee that a
replacement policy will be continuously maintained—it is just
as likely to be lapsed as its predecessor. It is a slippery slope,
and with lapses on such a gigantic scale, lapse and subsequent
re-entry must occur several times with the assured temporarily
out of benefit over and over again, while his original sum assured
steadily decreases. On lapsing, the erstwhile policyholder
doesn’t ask himself how much he’s going to save from the wreckage
of his original policy by forthwith effecting another. He is much
! Industrial Assurance Explained, p. 14.
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more interested: in ascertaining how much he has got out of his
assurance and how much has been lost, At age 30 he would
pay 3d. a week for an assurance of £23, 14/-. Suppose he lapses
nine months after entry, having paid in nine shillings. The office
maintains his policy in full benefit for another three months after
that, giving him twelve months’ assurance cover for nine months’
premiums. This cover costs them approximately §/-, including
some provision for policyholders in bad health who naturally
don’t lapse, and this is a measure of the true value of the lapsed
assurance to the ex-holder. The balance of 6/- has been swal-
lowed up in meeting costs of administration, including agents’
commission, euphemistically described by the offices as the “home
service.” To a policyholder who has allowed his policy to lapse
the home service has been of no value at all. It merely represents
a machine through which he has been induced to embark on a
long period of financial commitment which subsequent events
proved he had neither the means nor the interest to fulfil. When
forfeiture takes place within the first year or so the total loss is
not great, in only a few cases exceeding 10 or 20 shillings. Even
these small sums are considerable bearing in mind the nature
of the houscholds from which they are drawn. In their efforts
to maintain these policies with inadequate means the owners
have created for themselves a source of constant anxiety and
aggravation.

Sinister motives have been attributed to the offices in connec-
tion with lapses out of which it is commonly supposed a very
handsome profit is made. This is not so, Agents’ commission
is by far the largest item on the expenses’ side, running away as
it sometimes does with the first 12 weeks’ premiums. When the
agent is remunerated by net increase or by salary alone, the
office from the premiums paid in the first few months creates a
fund out of which it is able to pay its agents a living wage. That
is a subtle peint in insurance economics. If the public took out
no more policies than they could afford to maintain continuously
the living standards of the agents would crash. Either the offices
would be forced to dispense with the services of a large number
of them—and there is a limit beyond which rationalisation cannot
be pushed in the tedious work of house-to-house weekly collection
of small sums—or the agents’ remuneration would have to be
made up from the only other available source, viz. premium
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income. Thus in the long run a noticeable diminution in lapses
must cither cause unemployment amongst industrial assurance
agents (in wartime “call-up™ operates in the same direction) or
force up premium rates and that portion of them absorbed in
expenses. The offices do not make substantial profits out of
lapses, but lapses provide the fuel which keeps this hopelessly
uneconomic engine in motion,

Perturbed by the enormous number of lapses, some companies
now pay procuration fees based only on net increase in amount
of premiums collected. It was hoped that the agents would thus
have an incentive to see that policies were maintained in force.
Yet the companies which operate this scheme have never boasted
that it has led to a noticeable diminution in lapsing. To the agent
pressed by his company all except the obviously destitute are
prospective policyholders irrespective of capacity or willingness
to maintain the policy in force. So runs the psychology of sales-
manship. Alas for the agents’ hopes, payment of even half-a-
dozen pennies for a few weeks is the acid test of the policyholders’
intentions, and if the wherewithal is not available, payment
simply has to cease, however glib and forceful the agent may be.
It is one thing to persuade people to take out a policy, it is quite
another matter to persude them to maintain it after paying a few
premiums. Despite ““net increase” remuneration, lapsing goes on
just the same.

Under the Industrial Assurance Act of 1923, the offices befare
lapsing a policy are required to give notice of the arrcars of
premium and to allow 28 days for payment. Rules are laid down
for giving policyholders a reduced policy free from payment of
further premiums in return for the payments alrcady made.
Steps, too, were taken to prevent lapse and re-entry (called
“‘substitution’’) for the benefit of agents whose procuration fees
absorb the first months’ premiums,

ExpENsES
It has always been noticed that a large proportion of the
industrial assurance premiums is absorbed in expenses of manage-
ment (the “expense ratio”). Not long ago it was common to
find that 509, of the premiums disappeared in this way. Con-
siderable improvements have been made, apd today most
companies operate on an expense ratio of between 30 and 35%;
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and most societies 40 to 45%. The difference is due to the
higher rates of commission paid to the agents of the societies.
The expenses of most “ordinary” assurance companies by
comparison absorb only 10 to 15% of their premium income.

The expense ratio calculated by Sir William Beveridge is not
altogether sound. Through the skilled investment of the large
funds in their hands, the offices have earned a rate of interest
substantially higher than could have been earned if the business
had been run by a Government Department which would have
been required to invest the funds in Trustee Securities. A simple
actuarial calculation shows that this additional interest has met
all the dividends paid to shareholders together with the income
tax thereon. It seems reasonable, therefore, to reject dividends
and tax as items of expensc (Beveridge includes them as such)
for they have been a charge not on premiums but on interest
from investments which wouldn’t normally accrue to the people,
Even on this basis the expense ratio of all companies in 1938
was 319%, 6/2 in L1 premiums, compared with Beveridge’s
estimate of 379%—7/6 in £1 premiums. This is the basis put
forward by the offices themselves,! but they don’t give an expense
ratio for all companies combined. The only ratio they quote
(25-6%,) is for the Prudential, by far the largest of all these
concerns and hardly representative of the business as a whole.
The Prudential has brought the organisation of industrial assur-
ance to a fine art, and so long as the business retains its present
distinguishing features its expenses are hardly likely to exhibit
still further reductions. The expense ratio of all companies,
including the Prudential, was 35% in 1928, and ten years later
had only been reduced to 31 %, not very spectacular progress at
a time when much comment was being made about high expense
ratios. While considering expenses it is essential to distinguish
between companies and collecting societies; the former operate
as a group with a charge of 6/2 in the £1 for expenses, the latter
(responsible for about one-fifth of the whole business) require no
less than 8/- in the £1, even after allowing them a credit for the
excess interest they manage to carn. It is a noteworthy fact that
despite its success, within the limitations imposed by the nature
of the business, the Prudential’s share of new policies has been
steadﬂy decreasing for a number of years.

1 Industrial Assuvance Explained, p. 19.
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It is not -possible to pass from this aspect of expenses without
dealing with a most amazing calculation in Indusirial Assurance -
Explained, p. 20. Beveridge related premium income with out-
goings that do not go to policyholders. These outgoings are
purely and simply expenses met for the most part currently out
of premiums as they are paid. To counter Beveridge the author
of Industrial Assurance Explained decided to relate premium income
with outgoings that do go to policyholders, despite the fact that
about one-half of these oujgoings is extracted from the Funds,
i.e. from the accumulation of past premiums, and not from current
premiums. He was thus able to create the impression that the
policyholders of eight of the largest Offices as a whole benefited
in 1939 by nearly 18/2 for every £1 paid that year in premiums,
A completely valueless and misleading figure which was widely
publicised in the less well-informed Press. It was his misfortune
that the calculation did not produce an immediate contradiction
showing that the policyholders *‘benefited” by more than 1
for every £1 paid in premiums. This would be the case in an
old-established office which had done a steady amount of new
business for a long period. For example, in 1935 the policy-
holders of the Prudential “benefited”’ by nearly 25/- for every
£1 paid in premiums that year!

The business of industrial assurance depends for its existence
on the regular and frequent collection of premiums at the home
of the assured. Without collection: the premiums could never
be saved at all. But collection at frequent intervals is laborious.
There is a physical limit to the total amount in small sums
(3d. to 1/- per week) which one man can collect in a limited
time. Especially if he has to call more than once before receiving
payment. The agent has to be given a living wage, and this
must absorb a large proportion of the small sums he collects.
Once the necessity for collection is admitted, heavy expenses are
unavoidable. It is no reflection on the administration of the
offices that at least 30%, of what they receive in premiums should
necessarily be absorbed in this way. The burden is none the
less a heavy one, it is all the more regrettable that it has to be
borne by those who can least afford it.

It would be interesting to compare the deal which the working
man gets with his little policy with what the rather better off
get with their larger policies, Valid comparisons unfortunately
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are not easy to make. The industrial assurance policyholder is
accepted without medical examination and after only a brief
enquiry as to health. In the ordinary branch, ecither a medical
examination is required or a most searching enquiry is made
into both personal and family medical history. Only *first-
class™ lives are acceptable for ordinary assurance, and a corre-
spondingly lower premium can be charged. Then there is the
question of ““bonus” or share in profits ! from which free additions
are made to the sum assured. After several years these bonuses
may make a very substantial difference to the amount paid out
when a claim arises. They cannot be anticipated with certainty
as a contractual benefit, yet on the other hand they should not
be ignored when making comparisons. Fortunately there is a
way out of our difficuity. There is an industria] assurance
company with over I million policies on its books which has
never given any but wholly negligible bonuses to its policy-
holders. Therg is also a collecting society assuring nearly
10 million policies in which members are not entitled to a share
in surplus until after 20 years’ membership. The terms given
by these concerns may be compared with what a healthy working
man would obtain in an ordinary assurance company assuming
he could find one willing to accept a policy for a small sum.
Our healthy working man would have to keep his 3d. a week
by him for a whole year before paying over to the ordinary
assurance company. The sums secured by a premium of 3d. a
week (or its annual equivalent) are shown in the table below
for various ages at commencement of the assurance. The last
column shows what terms could be obtained in the Prudential,
which has 27 million policies on its books, and in which the
policyholders have enjoyed substantial bonuses of some go/-
per cent. per annum for many years. That is, a policy originally
for £20 would after 5 years have increased to f21, 12/, after
10 years to £23, after 20 years to £26, and after 30 years to £29.
Assuming, of course, that future profits remain on the same scale
as those in the past.

! Theoretically a collecting society makes no * profit.” Owing to improving
longevity and skilled investment of the funds ** surplus ” has accrued in many cases,
represented by the difference between the actuarial valuation of the liabilities for
claims and the assets available to meet these liabilities. This surplus is distributed
to tembers in exactly the same way as the share of the profits is distributed to policy-
holders of an industrial assurance company. Necdless to say, the officials and agents
of the societies take a proportion of the surplus before it gocs to the members,
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Sums Assurep BY Savine g3d. A WEEK

Age at Industrial Collecting Ordinary Industrial
Commence- | Company with Society, Company. Company.
ment. Negligible No Bonuses No Bonuses Substantial
Bonuses. for 20 Years. at all, Bonuses.
£ s d £ 5 4 £ s d £ s d
20 gr 6 o 3L 15 © 43 16 o 32 14 ©
30 22 10 © 22 7 0 34 8 o 23 11 O
40 15 12 © 15 3 © 26 18 o 1 1 o
50 10 7 0O g18 o 17 10 0O W 70
i

The advantage in favour of an ordinary policy ranges from
40%, at age 20, 55% at age 30, to 75% at ages 40 and 50. At
the higher ages, of course, the industrial assurance concerns take
guite a proportion of people inacceptable for ordinary assurance
on health grounds. ,

The similarity in the basic terms offered by the industrial
assurance concerns is no mere accident. The pace has been set
by the best-managed offices, and competition has forced .the
others to follow. The differences become obvious only when the
respective profit-sharing schemes are compared. One company
above gives substantial bonuses, the other practically none, while
the society allocates bonuses only after 20 years’ membership.,
In the long run there would be a substantial difference in the
respective sums paid out on death. The working man may be
capable of comparing what gd. a week will bring him in different
concerns, but the intricacies of relative shares in future profits
mean next to nothing to him.

ConcLusions

We have seen that payment of industrial assurance premiums
figures in the finances of almost every working-class household
in the country. On the average, about 2/¢ has to be put aside
every week for this purpose. The desire to secure a decent
burial for close relations is a natural one, but compared with
average weekly expenditure on essentials {food z1/6, rent 10/-,
clothing 6/-, fuel 2/6 in the average family with 2 children?)

1 Porenthood and Poverfy, L. Ginsburg : Fabian Socicty Research Sexies, No. 43, 1939
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the cost of providing for burial seems wholly out of proportion.
Still, no one can cavil at that alone. The public want burial
assurance and should be prepared to pay for it, but one is bound
to enquire whether the demand couldn’t be met for something
considerably less than £72 millions per annum. Besides, our
examination of the industrial assurance business has revealed
many features which, to say the least, are disturbing, even if
not outrageous,

In the first place, owing to the necessity for collecting premiums
an industrial assurance policy is a very expensive article: 30 to
409, of the premiums are absorbed in expenses of management,
and as a result the working man with his small policy i3 given
- a considerably poorer bargain than the well-to-do with their
larger policies. If in some way collection could be eliminated,
say by compulsory deduction from wages, a substantial reduction
in premiums would be effected.

But mere reduction of premiums is not enough unless the
problems of over-insurance are dealt with at the same time. Asa
result of the offices’ all-powerful desire to expand their activities,
they now assure no fewer than 87 million industrial assurance
policies! for which £72 millions premiums are being paid each
year. These policies provide an average sum of about f20
each, or about £36 on each life. The moneys are intended to
cover reasonable funeral expenses, but what is reasonable has
never been clearly defined.2 A multiplicity of assurances is
being effected which has created waste and extravagance in
connection with death in working-class homes even if indirectly
it has not led to increased burial costs. Respectable burial by
all means, but ostentation ‘seems both illogical and unnecessary
when so much else may be in short supply. A simple yet decent
burial seems to be the most effective tribute one can pay to the
deceased. Re-direction of public tastes to this end would not
be -easy while the industrial assurance offices measure their
progress by the increasing millions of policies they assure and
press an army of agents to get the business for them.

This army, over 50,000 strong, secures from the working-class
population over 10 million new policies every year. Every week

! There are also 15 million paid-up assurances.

* Except in the case of children’s policies, which may not assure more than £6
on a child under 3 years of age, £10 between the ages of 3 and 6, and £i15 between
6 and ro {(Industrial Assurance Act, 1923, and Fricndly Societies Act, 1896).
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over 100,000 households are persuaded to embark on fresh
financial commitments the successful culmination of which
depends absolutely on making continuous payments over a long
period of years. Alas for the hopes and motives of the new
policyholders! Some 509, for better or for worse let their policies
lapse within a few months, The monetary loss on forfeiture
is measured in hard-earned shillings. Of the aggravations and
worry these policies cause their owners we can only guess.

. A business exhibiting defects such as these and affecting the
meagre resources of millions of the poorest among us cannot claim
that there is no justification or need ! for the State Funeral Benefit
of £20 which Sir William Beveridge proposes together with
conversion of the Industrial Assurance business into a Public
Service. This Service, the Industrial Assurance Board, would
honour all existing policies and ‘““set cut to encourage more
economical methods of insurance and saving than are represented
by industrial assurance,” The offices are not convinced that the
proposed Funeral Grant is as attractive as represented, having
regard to the initial deficiency of £150 millions which would fall
on the Exchequer as a result of making everyone eligible for
benefit at its inception at the premium appropriate to entry at
age 16. But the vast majority of those thus included at the
beginning will have already imade private arrangements for
burial assurance, arrangements which it is intended to place
under the aegis of the Industrial Assurance Board. Making these
people eligible as well for the State Funeral Benefit would only
serve to increase wasteful expenditure in connection with funerals,
which it is a major object of the scheme to prevent,  Alternatively
these private insurances would be lapsed wholesale. There are
adequate grounds therefore for removing the Funeral Grant from
the benefits of those aged over 16 at the inception of the scheme,
provided existing industrial assurance policies were taken over
by an Industrial Assurance Board, when they would enjoy corre-
spond.mg advantages reflected in increased bonuses or reduced
premiums. The initial deficiency therefore need never arise,
while on a cost for cost basis the State Funeral Benefit must prove
20-25 % cheaper than the existing voluntary methods by the
saving in expenses of administration alone. No comparisons can
disguise that,? even by introducing the red herring of reversionary

v Indsstrial Assarance Explained, pp. 28-30. * ihid., p. 31.
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bonuses which not even the most optimistic office would care to
guarantee at the relatively high pre-war rates for the expectation
of life of a youth aged 16. By eliminating the 5 million lapses
inseparably associated with industrial assurance each year before
the war, and by confining burial assurance to what is reasonable
and sufficient for funeral expenses, a State Funeral Grant would

ultimately effect a total saving to the working classes measured
in tens of millions sterling every year,



PART TWO

Chapter XII

THE BEVERIDGE REPORT AND AFTER
By R. W. B. CLARKE

AFTER this war there will be a new society, whether we like it
or not. The impact of the war upon the soctal and economic
structure will make permanent changes. The new society may
be an improvement on the old; it may be worse. But it will
certainly be new and vastly different from the society of the
>thirties, One of its main characteristics will be an insistence
upon social security. This is becoming a symbol for a society
which enables a man to Jive his life without fear of poverty and
family disaster. Other things are as important as freedom from
want. But a society that guards its members from want is likely
to do its other tasks well. Social security has thus become a
touchstone for the future. Herein lies the real significance of the
Beveridge Plan.

The Beveridge Plan is a massive reconstruction and unification
.of the social insurance services, the purpose of which is to bring
every man and woman in the country into a comprehensive
scheme which would provide them, when unemployed, ill, aged,
or widowed, with incomes at a rate adequate for maintenance,
and which would provide special grants at the crises of marriage,
maternity and burial. Linked with the Plan are three assump-
tions which round off the major needs for social security—
children’s allowances, a national health and rehabilitation
service and reasonably full employment. The three assumptions
are an integral part of the Plan; social insurance cannot be
isolated from positive policies to develop health, to maintain
employment and to assist parenthood. The Report stresses this
repeatedly; one of its great merits is that it sees the social process
in its entirety and not in compartments, In stressing this inter-
dependence, however, we must not lose our sense of proportion.
It is wholly untrue to assert, as some commentators have done,

that the Plan cannot be carried into effect until we have abolished
© 288
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mass unemployment. It is equally unrealistic to argue that the
Plan requires that there should be a tremendous expansion of
public ownership of industry. It is, of course, much easier to
have proper social benefits in a dynamic and expanding economic
system, planned to make full use of the nation’s resources;
indeed, if the pation’s productive power were exerted in peace-
time as effectively as it is developed under the pressure of war,
the nation could take the Beveridge Plan in its stride. But even
in the sluggish economy of the period between the world wars,
the nation achieved a very striking improvement in the social
services and in the standard of living generally, and the scale of
the Beveridge Plan is such that it is well within the nation’s
capacity in any but a catastrophic post-war world. We need
not be content with the Plan. It is only one part of the new
society. But it is simply untrue to say that we cannot get it
. unless we get other things first. '

-PrINCIPLES OF SociaL SEcURITY

We shall return to these fundamental assumptions later. The -
Plan itself embodies six principles: comprehensiveness, unifica-
tion of administrative responsibility, classification, adequate
bencfit, flat rate of contribution, flat rate of benefit. These
principles are the backbone of the Plan. Their interpretation,
however, presents certain difficulties, for some of them may in
particular circumstances conflict with others. The weaknesses
in the Plan are caused by misplaced emphasis in their interpre-
tation rather than by inadequacy of the principles themselves.
The Report is from time to time faced with awkward choices
between these principles. Sir William Beveridge tends at such
moments of choice to rank the principles of flat rate of contribu-
tion and benefit—and the implicit assumption that benefits must
be mathematically linked to the contributions paid—ahead of
the principles of comprehensiveness and adequacy of benefit.
The result of this is that a numher of unjustifiable anomalies are
introduced into the Plan. These can easily be ironed out when the
time comes for legislation; they appear in the detail rather than
in the basic structure. But they are of considerable importance.

The principles of comprehensiveness, unification, classification -
and adequacy of benefit are paramount. Any social security
scheme which is worth its salt must cover all citizens irrespective

T
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of means or occupation, and it must cover all universal risks. It
must be one scheme, with one card and one contribution and
one standard rate of benefit, and one office from. which payments
are made. It must provide adequate benefit, which will buy
enough food to maintain good health, pay the rent, and buy
sufficient clothing, fuel and other household necessities; it must
provide these benefits for the entire duration of the contingency.
It must classify the population and provide for the special nceds
of various sections of the community—the self-employer needs
protection against loss of his livelihood, but not against unem-
ployment in the ordinary sense; the married woman has a
unique need for protection against widowhood. These are
essentials; we should not override them unless a very powerful
practical case can be made for doing so.
- The two other principles—flat rate of contribution and flat
rate of bencfit—require more careful interpretation. We may
reject at once the European and American systems which relate
contributions and benefits to earnings. Besides being intolerably
complex, such systems are out of place in a scheme designed to
establish a national minimum standard of living below which
no one should fall. If the higher-paid workers wish to receive
higher benefits, they can arrange it by voluntary insurance, for
which ample facilities exist in this country; surely nobody
suggests that the State should subsidise benefits above the neces-
sary minimum. It is soundly democratic to have flat rates paid
by everybody and payable to everybody on an equal footing.
Provided that.the scheme embodies the principles of comprehen-
siveness and adequacy of benefit, moreover, it is useful t¢ make
benefits contingent upon the payment of contributions. The
objections which are properly raised to the working of these
conditions in the present social insurance schemes—which limit
eligibility for benefit and duration of benefit according to wholly
arbitrary relations to the number of contributions paid—fall to
the ground when those other principles are applied. If the whole
population pays contributions or is credited with them in all
" circumstances, and if the benefit lasts for the whole duration of
loss of earning power, these absurdities can no longer exist. - The
contribution then becomes a reasonable means of registering the
population and of determining to whom the benefits shall be
paid. But it must be clearly understood that the principle-of
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flat rate contribution linked with flat rate benefit may, under
certain circumstances, conflict with the principles of compre-
hensiveness and adequacy. The rate of contribution may be so
high that a minority of the population cannot afford it and so
must be allowed to contract out or be compelled to undergo
hardship by paying it; the scheme is then no longer compre-
hensive. High rates of contribution, moreover, have all the
social disadvantages of regressive taxation. The principle of
flat rate of benefit must likewise be modified to provide bigger
benefits for people with dependants, and it should also be modi-
fied to provide for differences in rent obligation, for it is impossible
to fix a flat rate benefit which is adequate equally for the Londoner
and the agricultural worker. There is a danger that the con-
tribution-benefit principles will be raised above the others, for
they are¢ established features of social insurance and have some
traditional sanctity, whereas the others are new. It is the appli-
cation of the four new principles that turns social insurance into
social security.

The strength of the Beveridge Plan s that it puts these new
principles on the map; its weakness is that on occasion it sub-
ordinates ‘them to the old. It is comprehensive both in covering
the whole population and in covering all universal risks. The

qualification is simple® But the contributions are high, and

some people will be able to contract out ? while others will suffer
hardship in maintaining their payments. The Plan provides for
complete unification of administrative responsibility in a Ministry
of Social Security. Its standard benefit of 24/- a week for a
single man or woman and 40/- for a married couple is adequate,
subject to the very important qualification that the flat rate
treatment of rent means that the benefits will ¢certainly be inade-
quate for Londoners, will probably be inadcquate for people
with large families, and will be unnecessarily excessive for people
with low rent abligations.?

1 Twenty-six weeks' contributions in all for eligibility for unemployment and
disability benefit ; three years’ contributions for disability [asting more than a year ;
somewhat more complcx qualifications for pensions in the ransinon period. chort,
paras. 366, 367.

* Report, para. 363. Self-cmployed and non-gainfully occupied persons with
incomes less than £75 a year may contract out. The whole question of the appropriate
level of contributions and the function of the contributery principle is di
below, pp. 379-86.

* The problems arising in the treatment of rent are fully discussed below, pp. 347-53.
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The application of the classification principle, by which the
. population is divided into six classes, each with its respective
- kinds of benefits, is admirably done.! Everybody is entitled to
medical treatment, retirement pension and funeral benefit.
Class I, which consists of all employees, is protected against
unemployment, disability and industrial disability. Class II,
the self-employed, receives disability benefit after 13 weeks’
illness, and ‘a maintenance benefit while training for a new job.
Class III, the housewives, receives marriage grant, matermity
grant and benefit, widow’s and guardian benefit. Class IV, the
non-occupied of working age, can receive training benefit.
Class V, children below working age, receive children’s allow-
ances. Class VI, the retired aged, receive pensions. There are
some possibilities of opting between classes—the gainfully occupied
married woman may be in Class I, II or III, and will receive
different benefits accordingly. The classification corresponds to
real differences of need between various types of people, and the
- whole conception is original and powerful. Finally, the prin-
ciples of flat rate contribution and benefit are, of course, carried
out, even at the expense of the others. Strengthened by the
amendments which we propose—in particular, the reduction of
the contributions and the rational treatment of rent-—the Plan
stands the test of the guiding principles which Sir William
Beveridge has formulated.

The Plan is a complete whole, but different considerations
- arise in the provision of each type of benefit. The handling of
unemployment benefit raises altogether different problems from
those of industrial disability and old age; at each point there are
difficult questions of administrative principle and practice. We
shall deal with the financial and quantitative aspects in the next
chapter; here we are concerned with the administrative frame-
work and with the various social considerations which’ emerge.
- The ment of the Plan is that it combines sweeping general prin-
ciples with the most detailed and careful working out of the
minutiae of administration; to assist in making the Plan a
workable Act of Parliament, we must deal with the details as
well as the principles.

t Report, p. 123.
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UNEMPLOYMENT AND TRAINING

The Plan provides unemployment benefit for all normally
employed persons without exception;?! benefit is paid without
means test for the wholé duration of unemployment. The
claimant must, of course, be ready to accept suitable work ; after
six months’ benefit—or a shorter period for young people—he
may be required to attend at a work or training centre as a
condition for continued receipt of benefit.? This sweeps away
the conception which has dominated British policy since 1931,
“that unemployed men can be made to seek work more effectively
by the application of flnancial pressure through the mecans test.
The qualification for benefit becomes willingness to work and
willingness to re-train for other work, rather than financial need.
This is entirely right. As the Report points out, it is wrong in
principle to reduce a man’s income because his unemployment
has lasted 26 weeks; his need for income will grow rather than
diminish. His financial position is in a sense irrelevant; what is
necessary is that he should get work. If he is in a declining
industry in which he cannot hope to regain employment, he
must be re-trained for a new job, and he must be given facilities
for moving to other places where there is more opportunity.
This is clear. But the phrase ‘‘attendance at a work or training
centre’” smacks of a somewhat sordid past. The corollary of this
method of treating unemployment benefit is the development of
vigorous and effective re-training schemes designed to give people
the skills which the community. needs at the time. The whole
conception is far removed from pre-war ideas of the scope of
Government training ; 3 it is a basic part of national employment
policy, not a mere adjunct of unemployment administration.
The Report stresses the importance of re-training as a means
of ensuring industrial mobility and adaptation to change; it
provides training benefit which will enable self-employed who

! Report, paras. 137-152. Special schemes for agriculture, banking and insurance
are of course merged in the general scheme,

* Report, paras. 129-131, 326-329.

* The Charity Organisation Society, in its statement on the Beveridge Report
( Times, goth January 1943), makes the point very elearly : ‘* Experience has shown
that training schemes in the past have been mainly pretences at work in order to
qualify for State assistance. The society suggests that a training scheme should only
be brought into operation after a reasonable period of unemployment, lest it should
be regarded as penal and become a political byword equally with the means test ;
and that real training could best be obtained in a factory alongside the wage-carner.”
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lose their means of livelihood and non-occupied people who
wish to enter the labour market to maintain themselves while -
they are learning a new job.! But it fails to appreciate the vast.
increase in scope and change in spirit of Government training
and placement organisation which is required.

Before the war, Government training facilities were practically
non-existent. In 1938, the average number of men and wonien
on the unemployment register was 1,800,000, of whom possibly
300,000 were a solid core who had been out of work for a year
or more. During that year less than 14,000 completed training
in Government training centres—and of these nearly 5,000 were
serving soldiers. Some 27,000 passed through the Government
instructional centres and local training centres, but of these only
2,653 passed out to employment, while more than one-half
completed the course unplaced, and most of the remainder
voluntarily gave up their training.? It is difficult in the throes
of total war, in which trained man-power of all kinds has been
the main bottleneck from the start, to understand why this
lamentable record was allowed to stand without public outcry.
Even the Unemployment Assistance Board, which might reason-
ably have been expected to do something about it, was moved
plaintively to declare that it “would welcome increased oppor-
tunities of vocational training for men who had exhausted their
benefit rights.”® This ineptitude in the training field is an
awful blot on the Ministry of Labour’s record. ‘It is the clearest
proof that entirely new means of handling this problem must be

" devised. : .

There is no inherent difficulty in providing training facilities.
They must be varied, to provide a wide range of skills. They
must be plentiful, so that they are accessible without complicated
removal problems. They must be linked with industry; the

1 Report, paras. 122, 345. A minor point in connection with training benefit is
not covered in the Report. A person in Class IV who wishes to learn an occupation
applies for training and receives training benefit ; at the end of training no job i1s
available, or during training he falls ill; according to the strict letter of the Plan
he would neither get unemployment benefit in the first instance nor disability benefit
in the second, for he has not paid contributions in Class I and so does not qualify
for benefit until he has worked for six months. This is clearly wrong ; a person in
receipt of training benefit should be eligible for disability beriefit during trainiog
and should be eligible for unemployment or disability benefit immediately afterwards,
without a further qualifying period.

1 Ministry of Labour Annual Report, 1938, pp. 105-6.

? Unemployment Assistance Board Annual Report, 1938, p. 25.
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training centre should have arrangements with local firms, in
association with the trade unions which would be required to
modify unduly restrictive control of entry. The training centre
should also have arrangements with local training establishments,
such as secretarial colleges; it should give grants to trainees for
approved courses of specialised training. The people who come
forward for training will include a tremendously wide range of
men and women—unemployed whé have been without work
for six months, shopkeepcrs who have failed, widows without
children, juvcmlﬁ from blind- a.lley occupations and scores of
people who are tired of their occupation and want to find another.
There cannot be a single pattern of training; the arrangements
must be varied as and flexible as the industrial system itself. It
must be recognised that this is not ambulance work. It is the
provision of industrial opportunity. The object is to enable
ordinary people to find a better niche in society; it is to give
opportunities, not penance. The same applies to the rather
analogous work of rehabilitation of disabled persons; it is a job
of fitting people into the right places in the industrial system—
the places where they can use their capacities best. This clearly
means that placement and training must be closely linked to-
gether; the work of training is incomplete if the trainee cannot
get a job afterwards.

" This is one of the key points at which society must plan. It
is useless to provide training facilities unless people are trained
to do the jobs that the community needs. In the war, the problem
is casy. People are trained in engineering. Immediately after
the war, building workers of various kinds will have to be trained
in large numbers. But in the long view the decision will not be
so simple. There must be a broad plan of national development
which will show the major long-term trend which it is desired
to achicve—the industries which will expand and the industries
which will contract, and the regional distribution of this expan-
sion and contraction. The placement and training agencies
would guide people—especially the young—accordingly. This
does not involve the planning of industry to the remotest detail ;
it does mean that we must have a long-term pattern of social
priorities and a long-term picture of the shape of national econ-
omic activity. Just as in the war the broad lay-out of the labour
resources of the community is determined in advance and the
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policy of all Government Departments is directed to secure
that lay-out, so must there be in peace-time an advance lay-out
of resources. It is not necessary in peace to employ the ruthless
methods to carry out the Plan which are needed in war-time;
the tempo is less urgent, and the size of the changes from year
to year is very much less. The job of training and placement is
greatly eased, of course, if there is reasonably full employment;
with heavy unemploymcnt it would be extremely difficult to
carry out effective training policies. But full employment is not
enough. Social goals are needed in order to provide the frame-
work in which every man and woman can have the opportunity
to learn and use the highest level of skill of which they are capable.
It is apparent from this that the administration of unemploy-
ment benefit must be intimately associated with training and
- placement. The Report leaves this question open, but tentatively
suggests ! that the first and last of these functions should be
carried out by the Ministry of Social Security, and that training
should be carried out by the Ministry of Labour. This suggcstlon
is based upon a faulty conccpt:on of the problems of training and
» placement. Both must be in the same hands, and both must be
controlled by the agency which is responsible for emp]oymcnt
policy in the large—that is, the Ministry of Labour. If this is
not done, people will be trained for jobs which do not exist, and
the placement agency will fail to find people jobs and throw
discredit upon the whole service. The Ministry of Social Security
should no more have responsibility for placement than for run-
ning the public medical service or the public education system ;
nor should it be responsible for the rehabilitation of disabled
people. Iis job is to ensure that people who lose their earning
power are properly maintained. There is a clear distinction
between this work and the positive creation of health and em-
ployment. It is necessary, of course, that the administration of
unemployment benefit should be very close to the employment
service; the latter would have to keep the unemployment register
and certify that the unemployed man satisfied the qualification
of being available for work. The best way to achieve this, how-
ever, is for the Ministry of Labour employment service to be
housed in the same building as the Social Security office; the
man would go to the Ministry of Labour office first, receive a

1 Report, para. 174,
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chit showing his eligibility for benefit, and then proceed to the
Secial Sccurity office, where the actual payment would be made.
The closest co-operation between the two Ministries would be
needed. But the ultimate responsibility for placement and
training must be with the Ministry of Labour.

Iri-HeaLTH

The essence of the Plan is that free medical treatment is pro-
vided for everybody. The whole medical and disability provisions
are based upon the assumption of a comprehensive national
medical service.! This service could take an infinite number of
shapes. It might be no more than an adaptation of the present
system-—but with all patients on the panel. It could likewise be.
a real public medical service. An attempt to graft free medical
treatment for all on to the present National Health ¥Insurance
system would lcad to serious difficulties, even if the complicated
machinery of approved societies were replaced by simple direct
administration. We have already seen ? that many of the
anomalies of our existing free medical treatment provision result
from the structure of the medical service and not from the finan-
cial structure of the National Health Insurance. Purely financial
change—the extension of the panel system to cover everybody—
would not suffice to provide a satisfactory national medical
service. An extension of the present system can hardly hope to
develop the prevention of disease to an adequate standard of
efficiency; in the curing of disease, there is good reason to believe
that the collective system will ylcld superior results by makmg
better specialist and hospital services available and by orgams-
ipng medical effort into the most effective channels. The existing
atomised service cannot easily be adapted into a vigorous and
positive social agency, exterminating disease and creating positive
health,

If the medical service were centralised in each district, more-
over, the work of rehabilitation could be much more ecasily
achieved. The bulk of illness in the community is relatively
long-term illness. From the point of view of the community as
a whole, the greatest gains which are to be made are in the

! Report, paras. 426-437.
* See above, pp. 91-105.
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reduction of chronic disability. As the Tomlinson Report?
points out, the gain is twofold; we save the cost of prolonged
benefit payments, and we regain the productive capacity of the
rehabilitated. Conversely, each disabled worker causes double
loss. - Medical science should eventually reach the stage at which
the chronic invalid or the totally dependent cripple will become
as rare as smallpox patients. Already modern fracture treat-
ment, manipulative and plastic surgery, psychiatry, remedial
exercises and occupational therapy are restoring lost capacity,
The Tomlinson Report makes valuable proposals for furthering
this. But this national rehabilitation service must be closely
linked with the national medical service, and if the latter 1s built
round the hospital and the health centre, this link is much easier
.to forge than if the latter is dispersed among scores of individual
doctors. Hospitals and health centres should be linked to
" rehabilitation centres; ? the latter should provide a gymnasium,
massage rooms, playing fields and sports track, swimming bath
and workshops.? The rchabilitation centre is the point at which
the cure is completed and the disabled person once more becomes
able to return to his normal occupation,
The work of rehabilitation must be a joint one between the
national medical service and the Ministry of Labour. As the
Beveridge Report says: ¢

“Rehabilitation is a continuous process by which disabled
persons should be transferred from the state of being incapable
under full medical care to the state of being producers and
-earners.” :

It will be possible to achieve complete restoration of function
and return to normal occupation for some people; for others,
it will be necessary to provide re-training for another occupa-
tion; some will be able to earn only in sheltered trades or work-
shops. This underlines the part that the Ministry of Labour

1 Report of Inter-departmental Committee on the Rehabilitation and Re-scitle-
ment of Disabled Persons, 1943. Cmd. 6415, p. 7- .

1 Evidence of the Joint Committee of the T.U.C. and the B.M.A. to the Inter-
Departmental Committee on the rchabilitation of persons injured by accidents,
November 1937. . o

* An interesting example of treatment is the bicycle for men with stiff leg joints,
the crank is adjustable ; at first only a tiny leg movement propels the machine ; as
full function of the limb returns, the crank is lengthened so that increasingly vigorous
movement is required. Bicycle gymkhanas are popular at the R.A.F. Centres.

4 Report, para. 438.
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has to play. If the worker can get back to his previous occupa-
tion, finding him a job is the last stage in the cure. If the worker
has to find a new occupation, he must be given one in which
there are good employment opportunities. If he remains largely
disabled, special provision must be made for him. Given good
enough organisation, far more can be done than has ever been
attempted in the past. The R.AF. rehabilitation centres have
achieved extraordinary successes; the centres for war-disabled
have done well; in the industrial field, the centres at Crewe for
railwaymen and at Mansfield for miners are outstanding examples.
But the existing arrangements have only scratched the surface of -
the problem, both in the medical sense and even more in the

absorption of disabled people into employment. A great exten-

sion of this type of facility—including not only the rehabilitation

of crippled persons but also of people suffering from nervous

discases—is a necessary part of the national medical and employ-

ment services. _

The health and rehabilitation services are related to disability
bengfit in very much the same way as the training and placement
services are related to unemployment benefit. The Plan provides
that benefit should be paid for as long as the claimant is ill; !
the condition for the receipt of benefit is certification by the
national medical service and willingness to accept treatment for
the disability. The public must, of course, have the safegnard
that malingering will not be tolerated. This should not create
serious difficulties. The control of claims by certification and
otherwise would be greatly simplified under a comprehensive
national medical service; in those conditions, only medical
considerations would have any weight in the doctor’s mind, and
it would also be much easier to arrange the necessary organisa-
tion of sick visitors. In the initial stages, the amount of notified
sickness would probably rise, for the present sickness insurance
benefits are so inadequatc that people cannot afford to be
ill. But when the national medical service got under way it

! Report, paras, 12g-132. A peculiar anomaly in the Plan's disability benefit -
proposals is the exclusion of illnesses of less than 13 weeks for self-employers. The,
reason iz stated as the difficulty of claim control for people working on their own
account. This is hard to understand ; it would be no easier for a shopkeeper to
get a medical certificate than for a shop assistant to get one, and he would need
the benefit to replace lost earnings just as badly. To mect the objection in the Report

it would surely suffice to lengthen the waiting time for Class 11 people from the
normal three days to two weeks. Report, paras. 118-119.
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would soon yield results in the prevention and speedier cure of
illness.

The disability benefit can and should be administered directly
by the State, without passing through the approved societies.
The latter have no longer any useful role; the evidence adduced
in the Report is conclusive.! The Report suggests that the
friendly societies and trade unions should be allowed to con-
tinuc to act as responsible agents for the administration of State
benefit. From the point of view of tidiness and uniformity of
administration, the complete supersession of all intermediaries
between the Ministry of Social Security and the individual is
necessary. The administration of benefit will be closely linked
with the national medical service; the collection and analysis
of the health insurance statistics will play an increasingly im- °
portant part in the war against disease—the existence of the
approved societies is the main reason why our health statistics
are so vastly inferior to our unemployment statistics; people
will be receiving their other benefits from the Social Security
office, and payment of one type of benefit through a friemdly
society would complicate matters. The friendly societies have
a contribution to make, and they have played a valuable role
in the past; they are, moreover, reasonably efficient in their
administration. But on balance the case for excluding them is
much stronger than the case for leaving them in. As a matter
of policy, it may be desirable to retain these non-profit-making
intermediaries, and not much would be lost thereby. But it
would be altogether simpler and tidier to exciude them.

Finally, we come to the treatment of the blind. This is, of
course, a special case of disability benefit.? Blind persons, in so
far as they had been contributors in the past, would automatically
receive disability benefit. This would cover all people who
became blind after the age of 18—and had thus paid the three
years’ contributions which are necessary to qualify for disability
benefit lasting more than a year. Under the Plan, the tiny
minority who were born blind would still have assistance only;
the blind people who are now receiving non-contributory pension
in respect of blindness would presumably, at the introduction of
the Plan, receive the new rates of benefit. The blind have

1 Report, paras. 48-76. Sec above, Chapter I11.
% Report, paras 166-190. See above, Chapter VII.
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greater needs than most other disabled persons, both for cash
benefits and for special welfare arrangements. The proposal
in the Plan is that the cash benefits should be provided by the
Ministry of Social Security, while the provision of special facili-
ties should be left with local authorities. The case for retaining
the local authority is sound enough, provided that the unit of
administration is large enough to provide all the most modern
forms of treatment. This, like all other rehabilitation work, is
well worth the expenditure of considerable resources; the blind
have a real and positive functjon to perform in society, and the
contribution which they are ‘able to make depends upon the
facilities which can be provided. The spirit in which disable-
ment is treated, be the disabled people blind or crippled or
afflicted with mental disease, must be constructive from start to
finish. The disabled are not helpless liabilities of the community ;
they are potential producers and valuable citizens, and per-
sistent effort must be exerted to assist them to attain or recover
productive power. :

WOoRKMEN'S COMPENSATION

Industrial disability benefit is brought within the Plan, but in
rather a separate pattern. A worker disabled by an mdustnal
accident or disease receives 13 weeks’ benefit at the ordinary
rate, and then passes to an industrial pension, which represents
two-thirds of his normal earnings, subject to a maximum of £3
2 week and a minimum of the ordinary rate of benefit.! The
widow of the victim of an industrial agcident or disease receives
a lump sum in addition to ordinary widow’s benefit. The Report
accepts the traditional case for special treatment of industrial
accidents or diseases and for extra payment of their victims.
This case, indeed, cannot lightly be rejected. Men work to
provide goods which the community needs; in doing this work
they take risks; it is right that they should be protected against
these risks. Logically, of course, this special treatment should be
confined to those who work in abnormaily dangerous occupations.
A miner, who is likely in the course of his working life to be
injured time after time, should receive compensation when this
injury takes place. There is no obvious reason, however, why
the clerk should get greater compensation for arf accident in the

1 Report, paras. 77-105. Sce above, Chapter II.
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office than he gets if he is run over in the street; he is actually
safer in the office than on the way to work. The logical plan
would therefore be to provide special benefits for those who
work in specially hazardous jobs, and to treat other forms of
industrial disability on precisely the same lines as ordinary
disability. This would be administratively difficult, for there are
dangerous occupations in safc industries and it would be difficult
to pick them out in detail. Moreover, as the Report points out,
there are other arguments which justify the greater payment for
all industrial disability: a bank c¢lerk may be ordered to carry
an unduly large load of ledgers, and fall and break his leg—the
fact that his accident results from his employer’s orders is sig-
nificant. The traditionally separate arrangements for compen-
sation for industrial accident or disease, continued in the
Beveridge Plan, have much to commend them.?

The Report breaks with tradition in separating the short-term
industrial disability, which accounts for go%, of all claims, from
the long disability lasting more than 13 weeks. For the initial
period, the ordinary disability rate is paid; the single man wauld
fare somewhat worse in this period than he does at present, while
the married man would fare better—such apparent anomalies
are inevitable when a thoroughly tangled system of benefits is
replaced by a comprehensive and logical scheme. The special
industrial pension comes into operation when the claimant has
been disabled for 13 weeks. It is a vast advance upon existing
scales—the £3 maximum compares with a present maximum of
35/, and the children’s allowance is doubled. The increase
after 13 weeks compensates the single man for the reduction in
his benefit in the initial period. The Plan holds the balance
rightly in providing the really substantial benefits for those who
suffer serious industrial accident or disease. There is the added
advantage, furthermore, that the claimant has free medical
benefit like everybody else, and has the full use of the rehabilita-
tion service. Moreover, it is very properly provided that the
claims are settled by administrative procedure instead of by the
existing method of lengthy and costly litigation.

! 1t is itlogical, of course, to relate the industrial pension to carnings. The risky
Jobs are not well paid. The pension should, strictly speaking, vary according to
risk and not according to earnings. But the industrial pension provided in the Plan

is for the bulk of workers a flat rate of £3 per week, and this is quite a reasonable
way of fizing the matter. . ’
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Until the present time, workmen’s compensation has been a .
charge on the employer, on the traditional grounds that if the
employer has to pay for accidents he will therefore adopt the
proper safety measures. It has never worked like this. The
employer was able to insure against employer’s liability and so
cover himself at trivial cost; there is no evidence whatever that
the financial burden of workmen’s compensation has induced
any improvement in safety measures. We can therefore follow
one of two courses. We can argue that safety measures can be
completely dissociated from workmen’s compensation, in which
case the industrial disability benefits can properly be financed
in the same way as other social security benefits. Or we can
devise a scheme which will, in fact, provide a real financial
incentive to stimulate the prevention of accidents, The Fabian
evidence recommended the latter;1 the State would take over
all insurance against employer’s liability, which would be made
compalisory, although employers would have the right to contract
out into mutual indemnity funds; the premium paid by each
firm would be merit-rated according to the safety provision
made, and not according to the accident record. Under this
arrangement, a coal mine with the latest safety measures would
pay less in premiums than, say, a department store with a’
dangerous escalator. This would provide the maximum incentive
to prevention of accidents, for the cost in excess of the minimum
premium for the best possible precautions would fall upon profits.

The Report rejects this plan, on the grounds that the merit-
rating of each undertaking would be administratively impossible ;
it may also be argued that in relation to total production costs,
the premiums would be so small that the scheme would have
very little effect upon safety. The Beveridge Plan treats the
provision of industrial disability benefit against ordinary indus-
trial risks—that is, the degree of industrial risk in all but the
most hazardous industries—on precisely the same lipes as other
risks; this means that it is covered by contributions from
employers, workers and the State. Certain industries, employing
about one-third of the total number of employecs, are then
scheduled as hazardous. Two-thirds of the excess cost of
compensation in these industries over the non-hazardous level
is financed by a levy on these industries, and the remaining one-

1 Appendix, p. 441,
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third from the central pool of employers’, workers’ and State
contributions. The net effect of this arrangement is that of the
total estimated annual cost of £15 millions, two-thirds would be
met from the Social Security Fund—representing contributions
from the three parties—and one-third from the special levy in
hazardous industries.! This is not a particularly tidy arrange-
ment; the Report admits that it is a compromise between irre-
concilable views-—neither the trade unions nor the employers’
organisations could present a united front. The covering of the
non-hazardous level of risk from the Social Security Fund is
permissible; the controversial point is the treatment of the
excess risk in hazardous industries, which is shared in the ratio
of two to one between the hazardous industries and the whole
Fund. The levy in the hazardous industries will be administered
by statutory associations of employers and workersin each industry;
these associations will be specially charged with the active develop-
ment of safety measures. It would be possible in these industries
for the levy to be made between the various firms on merit-rating
lines ; over the field of hazardous industry this would be adrninis-
tratively practicable, and, as we have seen, it would provide .a
definite financial incentive to support the work of the associations.

On the whole, the proposals in the Plan are ingenious and
acceptable. The benefit provision is well balanced; the settle-
ment of claims by litigation is abolished; the non-hazardous
level of risk is treated financially like the other social security
provisions; the excess risk in the hazardous industries is borne
jointly by the hazardous industries themselves and by the Fund
as a whole. The scheme 15, in fact, a mixture of tradition and
reform, and is reasonably simple in administration.

RETIREMENT PENSIONs

Old age pensions present by far the greatest difficulty of all the
social security provisions. There are so many aged. They are one
in every five of the adult population. The State must therefore
treat them well, for they are a powerful political influence. But
it must not treat them extravagantly, for excessive provision may
seriously jeopardise the whole financial basis of social security.
To provide the full Beveridge pension at once for every man of
65 and woman of 60 would cost as much as the whole of the

! Report, pp. 19¢-3.
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nation’s medical services—public and private—the whole cost
of disability benefits, and the whole cost of children’s allowances
under the Beveridge Plan. This gives a sense of scale. From
the Budgetary point of view, it does not matter very much
whether a child’s allowance is g/~ or 8/-, or whether unemploy-
ment benefit is 20/- or 25/- a week. But the number of aged is
so great—and it will be more—that each half-crown a week must
be carefully weighed and calculated. Provision for the aged
requires a nice balance of statistical factors. The facts and
figures are set out in the next chapter.! The Report strikes a
reasonable balance between impracticable extravagance and
inadequacy of benefit. A number of amendments could usefully
be made to the Plan. But the structure is sensible.

There are three principles in the Beveridge Plan for the aged, -
and these govern the statistics. The first is, that the old age -
pension must be conditional upon retirement. The second is, -
that people should be induced to work for as long as possible,
The third is, that there must be a transitional period before a -
full maintenance retirement pension is paid to every aged person.
The retirement condition and the inducement to work are clearly
sound on general grounds. The purpose of paying a mainten-
ance pension is to replace lost earning power; there is no justi-
fication for paying such a pension while the pensioner is still
earning. At present the rate of pension is only 10/- and does not
claim to be a maintenance pension; it is therefore reasonable
that people should be able to continue to work and still receive
the pension. But as soon as the pension becomes sufficient for
maintenance, it must necessarily become a retirement pension
and not an old age pension. This will be generally agreed.

The need to induce people to postpone retirement is less
apparent to those who think in terms of a restricted labour
market; in the past, arguments for better pensions have been
supported by the claim that these pensions, by enabling aged
people to retire from work, would “reduce unemployment.”
Such conceptions belong to the past. They have some substance
‘in a society riddled with unemployment. But they have no
place in a rational society in which resources are kept fairly
fully employed. To the community as a whole, it is advantageous
that the aged should continue to work for as long as possible;

1 See below, pp. 259-66. Report, paras. 233-357-
10)
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-

by working, they contribute to the national income and to the
State’s revenue, whereas in retirement they contribute nothing
and are a charge upon the financial resources of the rest of the
community. This is especially true in an ageing community,
and appears even more true when we bear in mind the need to
lengthen the period of education at the other end of the age-
scale. Some inducement to postpone retirement should there-
fore be given; the Beveridge Plan does this by increasing the
pension for every year by which retirement is postponed; the
Fabian evidence suggested the alternative plan of making a 10/-
-old age payment to everyone of pensionable age who continued
to work—this would be some compensation for loss of earning
power resulting from old age—with a full maintenance pension
on retirement.? In the finance of the Plan, this is an important
factor; the extent to which people remain at work may make a
difference of 109%, in the size of the pension which it is possible
to provide.? The choice between the two methods of inducing
the aged to postpone retirement requires further investigation;
the Fabian idea seems likely to be much the more effective.
This choice having been made, one of the most important tasks
will be to determine methods by which special employment can
be provided for the aged, suitable for their declining powers.
Very little is known about the prospects of developing such work
~——there has been no incentive to research upon it—but there is
good reason to believe that research and organisation expended
in this way would yield valuable results, and might revolutionise
the scale of the old age provision which would become possible .
for those who had eventually retired.

The aim of the Plan, therefore, is a retirement pension for
every aged person at the full maintenance rate of 24/- single
and 40/- for a married couple; this is a generous level, and it is
adequate in the fullest sense of the term.  But it is both impractic-
able and unnecessary to enact this immediately. The cost in
1945 would be some £28o millions, compared with a prospective
cost of £151 millions of the existing provision for the aged under
the Pensions Act of 1940, which itself is nearly double the pre-
war expenditure. The difference is just about the same as the
whole pre-war expenditure, national and local, on public edu-

! Appendix. p. 438,
¥ See below, pp. 362-56, for the explanation of this and other detailed figures.
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cation, and it is a good deal more than the whole estimated
expenditire on unemployment benefit. Such an increase is
more than the community can afford at one blow. It is reason-
able, therefore, to adopt the principle of a transition, and to
introduce the full maintenance retirement pension gradually.
This has the additional advantage of providing an interval in
which existing superannuation schemes can be adjusted to the
new arrangements, and in which people appreaching old age
can also adjust the provision they make. The basic reason for
the transition is financial and economic, but there are other
good arguments for it.

This transition can be made in an infinite number of ways.
Firstly, the existing aged. About one-quarter of them would
under the present arrangements obtain supplementary pensions;
they need full maintenance from the State, and must have it.
The Plan therefore provides for assistance pensions at a full
maintenance rate for all who need it; these would be paid on
a unified means test basis, instead of the present scheme by which
aged persons are means-tested either by the Customs and Excise
or by the Assistance Board or by the Public Assistance Committee,
according to the particular category in which they come. An-
other large group—more than one-third of the whole—have
contributory pensions of 10/- but do not apply for supplementary
benefit; the Plan for them is to increase their pensions to 14/-,
provided they have retired, and to step this up by 1/- every two
years until the full rate of 24/- is reached in 1965. Most of the
remainder—about onc-quarter of the whole—receive no State
pension of any kind, and are not in need; they are looked after
by superannuation schemes and by their own savings. Under
the Plan, they would continue in the same position, but would,
of course, have full assistance pensions available to them in case
of need. All the aged, like every other section of the community,
would have free medical treatment-—an important service for
the old. )

This pattern will remain until 1955. By then, the contributory
pensioners will be receiving 19/-. Members of the present
contributory class who retire during this period will receive the
appropriate rate on the stepped-up scale, or more if they postpone '
their retirement. But no one else will automatically receive a
pension. In 1955, however, the new contributory classes—
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broadly, the whole present uninsured population, but primarily
the self-employed and the non-gainfully occupied—will become
eligible. A farmer reaching the age of 65 in 1955 will be able to
retire and claim a'pension of 14/-; his pension will not be stepped
up, but people coming in later will come in at a higher rate—
the coster who retires at 65 in 1960 will receive 19/-. So gradually
as time passes, the whole aged population will be receiving the
full maintenance pension as of right; in 1965 the great bulk of
the aged will be getting it, and by 1975 the mmonty without
pension will be less than 59%,.

As a twenty-year transition this Plan has its merits. It takes
account of the profound social fact that there is a large section
of the aged whose need for a State pension certainly ranks far
behind other vital claims upon the national resources. It is a
balanced programme, in that the cost increases during the twenty
years at much the same rate as the national income can reason-
ably be expected to increase. It brmgs in the new pensioners
by an orderly method. If the provision of full maintenance
pension for everybody in the initial stages has to be ruled out,
then we have to decide somehow who is to be included and who
excluded, and unless we do this by means-testing everybody, the
test of contributory status is as good as any other, provided that
the proper provision is made for those who need pensions. But,
as the Report says, there is no sanctity about twenty years. We
shall see in the next chapter, when the financial implications are
discussed, that there is some margin in the total expenditure
figure of the Plan which would permit some increase in the pro-
vision for the aged. This could either be dore by a more universal
pension from the start at a lower rate, as was recommended by
the Fabian Society, which would give pensions to a good many
people who in no sense nced them, but which would be more
in line with comprehensive social security. Or it would be
possible to speed up the Beveridge transition, starting off at a
higher rate for contributory pensioners and bringing in the new
classes more quickly, aiming at reaching by 1955 the position
which the Plan reaches in 1965. In determining old age pensions,
it is best to err on the conservative side. But a somewhat shorter

“period of transiion should be within the nation’s financial

capacity.
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Housewrre’s Poricy

The introduction of the Housewife’s Policy is one of the most
imaginative features of the Plan.® For the first time the social
position of the married woman is recognised and safeguarded.
She is no longer a “dependant,” but a member of a joint team;
when her husband dies, she is not regarded as a person whose
usefulness to the community is at an end, but as a person who

.

will then contribute to society in another way. She has special

needs at the crises of marriage, maternity and widowhood; the
Plan aims at providing these needs. This is something like a
charter for the married woman. The Plan stops short of the
more radical proposal to treat the housewife as a gainfully
occupied person in receipt of pay from her husband for the
domestic work she performs, and thus entitled to disability
benefit when she is ill and has to pay someone else to do the
domestic work of the household. But even in this it provides
in substance for the need, for it arranges for the supply of house-
hold help as a social service when the housewife must go to
hospital, and this can be expanded as necessary to cover cases
in which the housewife is ill at home. For married women, the
Plan is a revolution in status. Such changes in status, of course,
bring responsibilitics as well as benefits. The treatment of

widowhood, for example, is greatly changed; some women,:

firmly rooted in the last century, may consider that it is changed
for the worse. But for younger women, there can be no question
of the soundness of the Plan,

According to the Plan,? the widow gets 36/- a week in the first
13 weeks of her widowhood; this is designed to see her through
the period of adjustment to her change in circumstances. If she
has children, she then passes to guardian benefit at the rate of
24/- a week—which is incidentally too low3 If she has no
dependent children, or when her last child ceases to be dependent,
the benefit stops. The widow is no longer entitled to continue
t0 receive a pension indefinitely just because she is a widow.
She must have a good benefit during the first shock of widow-
hood; she must have an adequate benefit while she has dependent
children to look after. But there the special responsibility of the

! Report, paras. 107-117, 339-348. See below, p. 366.

* Report, paras. 153-156.
¥ This arises directly from the tweatment of rent.  Scc below, p. 347 ef seg.
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State ceases. This is, of course, in direct conflict with the present
scheme, which provides small pensions which are wholly insuffi-
. cient for maintenance to those widows whose husbands happen
to have been in the contrlbutory classes. There is no doubt
which is right. If a woman is regarded as a useful citizen in
her own right, not to be burnt on the husband’s funeral pyre,
then after an appropriate interval for the adjustment of her
position she must no longer rely upon the State to maintain her.
- The overwhelming weight of evidence submitted to the Beveridge
Committee favoured this basic change of treatment,

This is undeniably right in principle. But there are practical
difficulties. About one-half of the women who are widowed
below the age of 60 are above the age of 50 when their husbands
die; another one-third are between the ages of 40 and 50; ‘the
vast majority would be over 45 when their widow’s or guardian
benefit ceased. Tt is not altogether easy to absorb women of
that age into the labour market after they have been a long time
away from it. The Plan enables them to get training and to
receive training benefit while they are receiving it; much depends
upon the scope and spirit of this training, and upon the efficiency
of the placement machinery. It would probably be necessary
in practice to treat the period in receipt of training benefit as a
qualification period for receipt of unemployment and disability
benefit when the period of training comes to an end. It would
probably be necessary; too, to have a system of percentage pension
which would be applied to those who were only capable of light
work or part-time work. Similar considerations admittedly
apply to spinsters of this age, but it-is probably easier for spinsters
to maintain their position in the labour market than it is for
married women who have lost the habit of industrial discipline.
The difficulties of re-employment of widows must not be exagger-
ated; under pre-war conditions, a 10/- pension hardly released
widows without other resources froi the need to work, and only
a very small proportion—almost all with dependent chﬂdrcn—
were in such poverty that they had to apply for public assistance;
an even smaller proportion of the widows without pension applied
for public assistance. The war record of women of this age shows
that the difficulties can easily be magnified out of all proportion.
They can certainly be overcome.

Maternity benefit presents no practical difficulty; the shocking
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thing is that the existing provision is so .unsatisfactory.! For
gainfully occupied married women, the position is clear. They
must be made to leave work for 6 weeks before and after con-
finement, as stipulated by the Washington Convention of 1919,
which Britain should .immediately ratify. As compensation for
loss of earnings, they should receive a substantial benefit—the
Plan provides 36/- a week for 13 weeks, which is both adequate
in itself and is in reasonable relation to women’s wages. For the
married woman who is not in a paid job, there is no need to
provide a weekly benefit, for there is no loss of earnings. But
household help should be available as a social service, Both
classes of married women, however, require a special grant to
cover the incidental expenses of maternity; the Report suggests
£4, but this is altogether inadequate; a figure of £10 is much
nearer what is reasonable—the cost of such grants is so small
that no purely financial question arises; what is necessary is
that the need should be generously covered.

The Plan suggests a marriage grant which would be propor-
tionate to the number of contributions paid by the bride before
marriage, subject to a maximum of £10. Here, too, a somewhat
" larger grant would be in order; the scale of Budgetary expendi-
ture is small, and this is a point at which it would be possible
very substantially to encourage earlier marriages, with corre-
spondingly beneficial effects upon the population trend.

At each stage the married woman with a job is given a choice
between being treated as a housewife and being treated as an
employed person. In either case she receives maternity benefit
and the universal widow’s and guardian benefit, retirement
pension and funeral benefit. If she chooses to be classified as
a housewife, she pays no contributions and receives no other
benefits. If she chooses to be an employed person, she is entitled
to a retirement pension in her own right, whether her husband is
working or not; she receives unemployment and disability benefit
at a reduced rate of 16/- instead of 24/- —she is assumed to have
no rent obligations; she pays the ordinary employed person’s con-
tribution. For the first time, in fact, the needs of the woman with
2 job find expression; the Housewife’s Policy rights the anomalies
of the Anomalies Regulations and provides appropriate benefits
for housewives who have jobs and housewives with none,

! Appendix, p. 451.
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FUNERALS AND INDUSTRIAL ASSURANCE

* The Plan provides a funeral grant—better called death benefit
—of £z20 for an adult, with lower scales for children.! People
aged 60 or more at the beginning of the scheme will not be
eligible; otherwise the grant is universal. Britain has been far
behind other countries in omitting funeral benefit from social
insurance. Yet the British people are second to none in their
determination to make voluntary provision for burial. So the

' vast industrial assurance business has been built up, trebling its
scale in the last generation, employing an army of collectors in
a continuous offensive to extract the last penny of weekly savings
from the working people of the country. The abuses and ineffi-
ciencies of this business have been frequently exposed, both in
official investigations and in the works of independent researchers;
the Report sets out the facts with impressive clarity.,? The cost
figures alone are enough to justify the nationalisation of industrial
assurance; of every 1/- paid by the policy-holder ta the com-

panies, only 73d. goes to the assurance fund. But the statistics .
of lapses are even more spectacular; in the last years before the
war, about 10 million policies were issued every year, and about

+ 6% million ended prematurely; nearly one-half of this 6} million
represented outright forfeitures after the policy had been taken
up and premiums paid upon it; these are the consequences of
high-pressure salesmanship. There is no need for us here to
make the case against private industrial assurance; -the Report
is a crushing indictment, The remedy proposed is straightforward
and simple—the establishment of an Industrial Assurance Board,
a public corporation which would take over and operate the
whole business. The Board would become the sole provider of
the small man’s life assurance, and would no doubt eventually
become the main repository of working-class savings® This

! Report, paras. 157-160,

* Report, paras. 1B1-192 and pp. 249-76 Sec also Chapter XI above, and
Wilson a.nd Levy, Industrial Assurance,

3 The Board could, for examnple, institute a simple superannuadon scheme to
which people could contnbutc In particular, employers who desired to supple-
ment the State pension provision could be encouraged to make contributions on
behalf of their employees instead of running individual schemes. The individual
superannuation schemes are an important obstacle to industrial mobility, and they
are probably more costly to run than a standard Industrial Assurance Board scheme

would be. A contribution of 1/~ a week paid regularly from the age of 20, or of 2/6
a week from 40, would purchase an annulty of 10/- a week at the age ofG5. Appf.ndxx

P- 439-
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solution of the problem is by far the easiest and most satisfactory;
it may prove more satisfactory for insurance companies’ share-
holders than the alternative loss of business which would result
from the introduction of the social security funeral grant; for
insurance agents, it provides opportunity for new jobs with the
new Board, and in any case adequate compensation.

Industrial assurance, however, is not the only obstacle to the
proper and simple treatment of the problem of burial.- The
present cost is far too high.! The average working-class expendi-
ture on a funeral, at 1942 prices, is about £18, In London, in
April 1942, it was possible to get earth burial in a common
grave, a hearse, coffin, one car and undertaker’s services for £1s,
but the charge is sometimes as much as £30. In provincial
cities, the cost is very little less. These figures are about double
the true cost of the services provided; the Ministry of Health
makes grants up to £7 10/- for funerals undertaken by local
authorities, and this is the order of magnitude of the cost which
must necessarily be incurred—this provides a funeral indistin-
guishable from the £15 one. This excess of prices over the cost
of the services is remarkable. The main reason is that the prices
are maintained by a network of trade associations; 2 they there-
fore correspond to the costs of the small undertaker whose
overheads are high in relation to turnover. The large firms,
with full employment of their capital, could do the service much
more cheaply, but prefer to keep their charges high. Subsidiary
reasons are the unnecessarily small-scale production of coffins
and other funeral accessories, at-excessive cost; there is also
some element of financial risk-bearing in the cost; for the under-
taker pays the interment fees before he gets his money.

The various fees, such as the cost of the grave, the fec for
grave-digging, the fee for the clergyman, the fec for the verger
and the fee for the tolling of the bell, vary widely from place to
place—they vary not only according to the size of the grave to
be dug, but also according to its location in the cemetery. In
London these costs for burial in*a common grave are about
£1 10/-; for a private grave the cost is £5 to £10. Cremation
costs are somewhat higher; the charges vary from L2 2/- to

' Appendix, p, 451. The standard work is Wilson and Levy, Burial Casts and
F “;‘”‘ﬂ Reform ; the latest facts are given in Fabian Quarterly, January 1943.
For particulars of thesc, see Levy, Retail Trade Associations, pp. 142-3, 188-go.
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£8 8/-1 To this must be added the cost of the coffin and the
funeral service as a whole, together with the fee of the second
doctor-—normally two guineas—whose certificate that death was
from natural causes is required before the body may be cremated.
The cost of cremation could be greatly reduced if more use were
made of crematoria; practically the whole of the cost consists
of overhead, the actual cost of the fuel being only a few shillings.
In this respect, cremation is greatly preferable to burial in an
earth grave; the crematorium works under conditions of de-
creasing cost, whereas the cemetery actually loses capital at
cach burial.

The whole process of burial is riddled with anomalies and
petty instances of overcharging, as is inevitable when the natural
delicacy of the public restrains the working of publicity. This
can best be deait with by municipal control. Local authorities
should be required to make schemes for the regulation of charges,
and in default of satisfactory co-operation from private firms
should be required, to provide municipal burial or cremation at
a standard acceptable to the local mores at a reasonable price.
The undertaking services will certainly expand in the coming
years, and it is highly necessary to ensure that the community
secures the fullest advantages of concentration of undertakers’
concerns over large areas and the consequent quantity pro-
duction of accessories without being subjected to the undertakers’
associations’ monopoly price policy. This would make certain
that a suitable service was provided for all; it would tend to
reduce the social competition in funerals; it would cut clean
through the tangle of fees and charges, and provide a sane and
reverent treatment of death. The Beveridge Plan institutes
proper financial provision for death, by the introduction of
uneral grant and the nationalisation of industrial assurance;
to this must be added energetic and far-reaching funeral reform.

NATIONAL ASSISTANCE

However complete the quasi-insurance provisions may be,
there will always be some contingencies and some needs which
cannot be fitted into a universal scheme. This is the field of

' Fabian Quarterly, Japuary 1043, pp. 26-7, sets out the full breakdown of charges
in different parts of the country ; the £2 2/~ figure is for the municipal crematorium
at Hull ; the £8 8/~ is for private crematoria in Glasgow and Edinburgh.
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national assistance.! This would cover the sort of emergencies
regresented by applications for Prevention and Relief of Distress
assistance in war-time; ? it would cover people outside the .
scheme, such as wives of men in prison or people of private means
who had lost their incomes and could or would not apply for
training benefit to reinstate themselves as active working members
of the community, or people who failed to comply with the
minimum contributory qualifications; it would cover the tiny
minority who would disqualify themselves for unemployment or
disability benefit by refusing to comply with the conditions;
it would cover cases in which people were unable for justifiable
reasons to maintain themseclves upon the basis benefits provided.
In the period of transition to the new universal retirement
pension, there will be large numbers of people who require
assistance pensions to supplement their contributory pensions
to a full maintenance level. In this field, payment of benefits
would, of course, only be made after full investigation of financial
resources and other circumstances. In general, it would be
desirable to allow local officers some degree of discretion in
payment, for this is the point at which individual needs must
be assessed and satisfied.

This field is now shared between the Assistance Board and the .
Public Assistance Committees.® The Plan provides rightly that
it should all pass to the Ministry of Social Security. The various
types of assistance which are required would, of course, be
treated in different ways. The provision of assistance pensions
can be made according to umified regulations, defining the kind
of financial resources which should -be ignored in the assessment
of means, and the scale of payment which should be made.
This is the most formalised part of the work of national assistance.
At the other extreme, the treatment of people who voluntarily
place themselves outside the scope of the scheme by failure to
co-operate with the placement, training and rehabilitation
services, or with the medical service, must be individual and
elastic, and must be of a definitely deterrent nature. People
who apply for special relief because of special needs—for exampie,
disabled people with abnormal expenses resulting from their
disability—must be treated sympathetically and rationally. The

! Report, paras, 161-165, 172, 369-374. . ¥ Secabove, pp. 141, 142.
¥ See Chapters V and I above.
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management of national assistance requires a far higher quality
of trained staff than the straightforward payment of benefits.
The bulk of the Ministry’s work is reasonably simple—it consists
of determination of whether people are eligible for benefit, and
payment accordingly; the eligibility flows directly from the
certification of the Ministry of Labour for unemployment benefit,
and of the Medical Service for disability benefit. But in the
assistance field, people have to be treated as individuals with
individual problems, and a high standard of social purpose in
administration and a high quality of personnel are accordingly
necessary. The implications for staff training ‘are discussed in
a later chapter;! it must be apprecidted from the start that
social security here becomes social welfare, and the work must be
orginised on a welfare basis, with the aim of satisfying the
need of the individual claimant, instead of on standardised
formulas.

This represents the final and complete abolition of the Poor
Law. There remains the question of the other functions fulfilled
by the Public Assistance Committees of local authorities—in
particular, the institutional treatment of the aged and the pro-
vision of special welfare facilities for the aged. The Report
recommends that this work should remain under the control
of local authorities; it is a field in which there are great oppor-
tunities for experimental work by advanced authorities, and the
need for such services does differ from one locality to another.
The old Public Assistance Committees, many renamed Social
Welfare Committees, following the lead of the London County
Council, would have a valuable and expanding scope for activity
on these lines. The Ministry of Social Security would exercise
some supervisory contro} of them, both in requiring minimum
standards of service and in laying down standard principles
upon which means tests would be applied. Co-operation
between the Ministry and the local authorities would have
to be igtimate and permanent; the underlying principle is
that the Ministry must be responsible for all cash payments,
and the local authority for treatment and services of an
institutional character.

1 Sec Chapter X1V below.



THE BEVERIDGE REFORT AND AFTER 317

CHILDREN’S ALLOWANCES .

The Plan provides for children’s allowances for each child
* after the first, varying according to age, but at an average rate
of 8/- per child.! Tt is hardly necessary, in 1943, to make the
case for children’s allowances; only those who are implacably
opposed to a scientific treatment of social problems now raise
any objection. About one-quarter of all poverty is due to the
insufficiency of earnings to meet the needs of large families, and
it is in any case desirable on population grounds to remove ail
financial obstacles to parenthood.

There appears to be something of a rhythm in the standard
of living of the ordinary man. In childhood he has one chance
in five of being below the poverty line. His position then im-
proves rapidly. In the early twenties he is less likely to be in
poverty than at any other time of his life—a chance of less than
one in twenty-four. He gets married; by the time he is in his
early thirties his danger of poverty is double what it was ten
years before, His family obligations grow; by the late thirties
there is one chance in eight that he will be below the poverty
line. Then his children grow up; his position improves again;
by the time he has passed fifty, the risk has fallen to one in four-
teen. Then as his earning power declines his position gradually
deteriorates, until after the age of seventy his danger of poverty
is over one in eight.2’ It is hardly an exaggeration to say that to
have children—certainly to have more than two children—is
to court poverty. One-quarter of the families containing three
children, and one-half of the families containing four children
or more, are in conditions of poverty;* one child in every four
is living in conditions of poverty. This state of affairs is clearly
intolerable for a self-respecting community, and the best remedy
is children’s allowances. This having been agreed, there are
only three major points at issue. First, should children’s allow-
ances be given in respect of every child in the family, and every
family in the community? Second, should each child have the
same allowance? Third, what should the allowance be?

! Report, paras. 410-445.

* The Standard of ‘},mr?; ?n Bristol, p. 37.

¥ In Bristol 6-5%, of families containing one child were below the poverty line;
ll:l% of families containing two children ; 24-8% of families containing three
children ; and 51-3%, of families containing four or more : gp. ¢it., p. 38.
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There is no doubt that the allowances should be universal, in
the sense that there should be no upper income limit nor con-
tributory conditions. The income tax payer receives some
allowance already in the form of tax relief, and this could, if
necessary, be correspondingly reduced.? But every family should
certainly be entitled to the allowance. The need for allowance
for every child in the family is less clearly established ; the posses-
sion of one child very rarely plunges a family into poverty, for
earnings are normally adequate to provide for a married man
with one child. People on social security benefit must, of course,
receive an allowance for every child, but general provision for
the first child is not a matter of urgent social priority. The Plan
omits the first child,

The second question is more difficult. The cost of maintaining
a child varies from, say, 6/6 per week, at current prices, for an
under-5-year-old to 11/6 a week for a boy of 14. These costs are
exclusive of rent. But against this there are already services in
‘kind—free and cheap milk, school meals and so on. These
vary also according to the child’s age. There is evidently a good
case for paying an allowance which varies with age, which will
take in both the needs of that age and the services which are
likely to be -available. The Report decides in favour of this
principle, but leaves open the actual scales; the determination
of appropriate scales would be very difficult, Tor the social service
provision differs widely from one locality to another, and may
completely distort the assumptions upon which the scale would
be based. This is one disadvantage, but there is a more profound
objection. It is important to encourage people to have three
or more children. This suggests that we should provide a larger
allowance for the third child than for the second, and for the
fourth child than the third—simple stepping up of allowances
of this kind, which emphasises the importance of a large family,
cannot be linked with a variation of allowance for age. It would
be much too complicated. It would confuse the parents, who
would miss the fundamental point, that the community intended
to remove all financial obstacles to Jarge families. The parent
would not know where he stood. The proposal in the Plan to
vary allowances according to age should therefore be rejected

! The complications of tax relicf, together with the statistical and financial frame-
work of children’s allowances, are discussed in detail below, pp. 367-70.
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—except possibly for social security benefits, which must be
related closely to costs of maintenance. The general scheme
should provide a stepping-up of allowance for each successive
child.

Thirdly, the size of allowance. The Plan proposes an average
of 8/- per child. This compares with an average cost of mainten-
ance, excluding rent, of g/-; it is assumed that services in kind
arc available to the average extent of 1/- a week. For the children
of parents on social security benefits, to whom the full cost of
maintenance must clearly be allowed, the 8/- rate is probably
adequate as modified by the appropriate variations according to
the age of the children.® For the gencral scheme it is not neces-
sary to link the allowances with maintenance costs. If allowance
is paid for the first child, a rate of 6/- for each of the first two
children, 7/- for the third, and 8/- for the fourth and subsequent
children would be reasonable. If no allowance is made for the
first child, rates of %/- for the second, 8/- for the third, and g/-
for the subsequent children would be more appropriate than the
Beveridge rate of 8/- per child, varied according to age. There
is little difference in total cost between the stepped-up rate and
the flat rate; the former would distribute the allowances where
they were needed most. It is not to be expected, of course, that
such a plan would immediately have a significant effect upon
the willingness of pcople to have large families; not enough is
yet known about the reasons underlying population movements
to enable us to generalise about the effects of various policies.
The basic optimism or pessimism expressed in the social system
and social customs may well be the fundamental determinant
of the birth-rate in an advanced community in which reliable
birth control methods are available to the great mass of the
population. In an expanding society, in which there are ample
opportunities for young people, men and women will have
families. Such a society will be confident of its future, and will
put parenthood in the proper place in its social priorities. These
basic conditions bear the same relationship to children’s allow-

! The Beveridge Plan children’s allowances can in one sense be regarded as being
ste pccl up for each successive child ; a family with one child receives no allowance ;
a family with twa children an average of 4/- per child ; a family with three, 5/4
per child, and so on. ‘This rate of increase, however, is not nearly enough.

* If the social security benefits do not vary according 1o rent obligation, of course,
the children’s allowance should contain some element of provision for rent ; to that
extent, the Beveridge allowances are inadequate. ’
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ances as employment opportunities and health bear to unem-
ployment benefit and disability benefit. Cash allowances alone
will not solve the population problem; they are only one of 2
score of expressions of the community’s attitude to parenthood.
But their immediate institution would not only strike at the root
of much poverty, but would also be a sign of the nation’s deter-
mination to put first things first in the post-war world.

War Pexnsions

War Pensions are outside the natural scope of a plan for social
security. Injury or loss of life in war is an altogether different
type of contingency from unemployment, disability and old age.
- The basic considerations which are involved in the determination
of war pensions are different from those of the peace-time social
security plan. Although these differences exist, however, the
whole structure of war pensions is profoundly affected by the
introduction of a social security plan. About 650,000 people are
now receiving war pensions of various kinds from the last war;?!
.the number of members of the armed forces killed, missing, and
wounded in the first five years of this war exceeds 400,000,
‘and nearly 30,000 merchant scamen have been killed; up to
August 1944 nearly 60,000 civilians had been killed in air-raids
and nearly 80,000 seriously injured.? These men and women and
their dependants will have rights under the Beveridge Plan just
the same as anyone else. It is clearly necessary that the payments
which they receive in virtue of their war disability should bear
some rational relationship to social security payments generally.

The problem is particularly difficult, for the war pension
structure dates from the last war, when the social services were
in their infancy. The structure is antiquated and unscientific;®
according to present-day criteria, it gives some people too much
and others too little; compared with the streamline of the
Beveridge Plan, jts classification is unreal and outmoded. No-
where in the jungle of Royal Warrants is there any trace of the
purpose which war pensions are designed to achieve. Are they
meant to provide maintenance? Are they meant to provide
special compensation for the risks of service in the armed forces?
Or are they meant to be a simple recognition of service to the

1 Report, p. 2 * Economist, 16th January 1043.
3 See Chapter VIII above, which explains the whole structure.

1
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nation? It is indeed difficult to say. In the past this has not
mattered very much, for war pensions were far in excess of the
benefits provided by the social services. But when we have
real social security provision, the matter becomes extremely
important, for we shall find some war pensioners on the present
scale faring worse than people on social security benefit, The
position has greatly improved since the big increases in war
pensions of July 1943 and April 1944, which brought war pensions
much more nearly into line with the standards laid down in
the Beveridge Plan. But nevertheless it is necessary to straighten
these matters out.

The first difficulty is to establish proper standards of comparison
between war pensioners’ benefits and social security benefits.
We have to determine principles by which we can decide whether
a class of pension is or is not anomalous. Is a war disability
pension comparable with disability benefit under the Beveridge
Plan or with industrial disability pension? Should the disabled
soldier get more than the disabled coal-miner? Should the widow
of a man killed in an air-raid get more than the widow of a man
who is run over in the strect? These are difficult questions,
especially in the context of total war. Time and time again it
is said that we are all in the front line together, and indeed in
the first two years of war the enemy killed as many civilians as
fighting men. If we were replanning the whole war pensions
structure, we should have to find new principles to govern its
relationship with the social security structure. It is too late to
do this for the present war. When the Beveridge Plan is enacted,
the State will only have a one-way option in adjusting war
pensions, for it can hardly take away pensions which it has
already given; one cannot make major reforms on the basis of
a one-way option. All we should do is to adjust glaring anomalies.
If the Beveridge Plan were enacted as it stands, how significant
would these anomalies be?

War disability pensions would be at Jeast 7/6 a week too low.
‘These pensions are fixed on the workmen’s compensation pattern;
they vary according to rank, which is equivalent to earnings. The
disabled private gets a pension for 1009, disability of 40/- a
weck; the flight-sergeant or chief petty officer 50/-. To this
is added a wife’s allowance of 10/- a week, which is not meant
to cover the needs of a wife on the social security principle, but

x

-
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which is paid because a married soldier gets more pay than a
single one, and is therefore entitled to a larger pension. It is by
po means unreasonable to handle war disability pensions on the
workmen’s compensation principle; it means that the soldier’s
pension is calculated in much the same way as the industrial
pension of the worker disabled in an explosives factory or coal
mine. The soldier’s disability pension must therefore be in line
with that of the industrial worker of comparable status. This
seems a sound basis of comparison. On the present workmen’s
compensation scale, with a2 maximum of 35/- a week, the soldier
is the better off. But under the Beveridge Plan, most munition
workers disabled in the war would receive the maximum indus-
trial pension of 6o/- a week and few would get less than 50/-.
This would be well ahead of existing war disability pension
scales. In the context of the Beveridge industrial pensions,
therefore, it would be impossible to justify a basic war disability
pension of less than 47/6 for a private and 57/6 for a senior N.C.O.
plus the wife’s allowance of 10/-. This means an over-all increase
of 7/6 a week, which should, of course, apply to officers as well
as to other ranks. The standard children’s allowances must be
increased from 7/6 a week, as at present, to 8/- 2 week. These
rates of war disability pension must apply to merchant seamen,
fishermen and full-time.civil defence workers. Servicewomen’s
disability pensions at the minimum level of 40/- a week would
be fairly in line with women munition workers’ industrial
disability pensions; a woman munition worker’s earnings in
1944 averaged something over 6o/- a week, which would
provide a Beveridge industrial pension of 40/-.

According to the present arrangements, the war-disabled
civilian is treated as if he were a private. This cannot be justified
except on grounds of expediency. Civilian war disablement is
entirely different from servicemen’s disablement, All civilians
must take equal risks during the war. All have to help in civil
defence and fire-fighting; all have to take their chance. The
industrial pension principle has no application here. The analogy
is with ordinary disability benefit. The risks of disablement by
enemy action must be pooled among civilians in just the same
way as the risks of influenza. The company manager should
receive the same benefit as the docker; a man should receive
the same benefit as a woman. The rates of benefit should be
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higher than the normal disability benefit of the Beveridge Plan.
The civilians are in the front line, and casualties must be well
cared for. If we were starting from scratch, the simple plan
would be to pay a civilian war disability pension of 509, more
than the Beveridge normal disability benefit, This would
provide 36/- a week for the gainfully occupied single man or
woman, and 6o/- for the married man. Housewives and non-
gainfully occupied people could receive 18/-. There are two
basic points, The man and the woman must receive equal
pension, fixed in some relation to subsistence cost and not to
earnings; the wife’s allowance must be fixed in the same rela-
tion to subsistence cost. The present civilian scheme provides
40/~ for a gainfully occupied single man; 40/- for a single
woman; a wife’s allowance of 10/-. This is anomalous at both
points. ‘There is no justification for sex discrimination; the wife’s
allowance is based not in relation to subsistence cost, but is just
the figure that happens to be included in a private soldier’s
pension in virtue of the fact that a married soldier gets more pay
than the unmarried, How should these anomalies be righted?
We cannot change the whole thing, for this would involve a
reduction in the single man’s pension, which is impossible. But
it would suffice to increase the gainfully occupied woman’s
pension up to the man’s—and also the pension paid to the
housewife, or Class IV woman, up to the Class IV man’s——
and to increase the pension to a married man from g5o/f-
to, say, 55/-. 'The children’s allowances would also have to
- be increased to the standard 8/- rate. This fairly simple
adjustment would remove the anomaly and bring the
pensions into reasonable relationship with normal disability
benefit,

The ‘treatment of widows is much more difficult, for the war
pensions scheme follows principles which have no analogy in the
social services of the past or the future. The best standard of com-
parison is between the warwidow and the munition worker’swidow.!
The private’s widow with children receives a pension of 32/6
a week; this is stepped up by a small amount for each rank.
The widow of a munition worker killed in an industrial accident

! The comparison must be between the war widaw's pension and the treatment
of widows of munition workers killed in accidents during the war, not the treatment
of new widows under the Plan.
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m this war will have received a lump sum.! When the Beveridge
Plan is introduced she will receive guardian benefit at the rate
of 24/- a week-—-which is somewhat too low. On this comparison
the pension of the war widow with children is adequate. The
children’s allowance, at 11/~ per child, is of course far above
that paid in respect of any other kinds of children. The
childless war widow, morcover, fares appreciably better than
the munition worker’s widow. She receives 20/~ a week if she
is under 40, and 32/6 if she is over 40; whereas under the
Beveridge Plan the childless munition worker’s widow will
have only the contributory widow’s pension of 10/- in addition
to her lump sum. It is reasonable, therefore, to leave the
childless war widow’s pension unchanged. The pensions of
civihan war casualties’ widows are on the same lines as war
widows” pensions and require no adjustment to conform with
the Beveridge Plan.

These illustrations show the extreme complexity of the prob-
lems which will arise in the adjustment of war pensions to the
Beveridge Plan. Similar questions arise when war pension
rates are compared with those of the White Paper. There
must necessarily be a considerable process of rationalisation
and removal of anomalies. As the new Plan approaches the
Statute Book great pressure will very rightly be exerted upon
the Ministry of Pensions to right these anomalies. This must
be met, not by wild and extravagant increases, nor by cheese-
paring resistance, but by vigorous action according to rational
~ principles, It is very difficult to see how this situation can
be adequately and equitably handled by a separate Ministry
of Pensions. These problems will have to be solved at a very
carly stage, probably before the Ministry of Social Security has
the Plan in full operation. This points clearly to the need
for transferring the administration of war pensions from the
Ministry of Pensions to the Ministry of Social Security as soon
as the latter is formed; the Ministry of Pensions machinery
should become a separate division of the Ministry of Social
Security, with a special Parliamentary Secretary. On general
grounds there is much to be said for this. It would be

1 For most workers’ widows this is £300; an addition is made to the hunp sum
in respect of children, varying according to their number and age, with a maximum
of L6oo,
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much easier for the pensioner; it would simplify administra-

tion and save staff; it would prevent uneconomic duplica-

tion of rehabilitation services, The only argument against
the transfer is that the existence of a separate Ministry of
Pensions ensures a just and sympathetic treatment of claims
based upon war disabilities, and makes certain that the war
pensioners will be heard. But this argument has no validity
when there is a comprehensive social security plan; indeed, the
interests of the war pensioners would be better protected under
the new regime, for the Social Security Ministry will attract to
itself the best staff, social workers, technical advisers and social
administrators, and in such conditions a separate Ministry of
Pensions would probably become rather a backwater. The
Beveridge Report leaves this question open. It says very little
about war pensions.! But there is'no doubt whatever where the
rights of the matter lie. Unless the Ministry of Pensions is
assimilated into the Social Security Ministry, the extremely
difficult and -complicated problems involved in adjusting the
position of the war pensioner to the new social security structure
will never be equitably and effectively settled.

ADMINISTRATION

The administration of social security presents no serious
difficulties. The creation of a Ministry of Social Security is not
nearly as complicated and arduous a task as was the building of
the Ministry of Supply or the Ministry of Food. In the initial
stage, the problem is one of gathering together the various
Departments which are concerned with the administration of
the existing social insurance and assistance schemes—the Assist-
ance Board, some of the Ministry of Health, some of the Ministry
of Labour, part of Customs and Excise, part of the Home Office,
the Ministry of Pensions, ‘and much of the local authorities’
Public Assistance organisation. This must be welded into one
cohesive Ministry. The responsibility of the Ministry would in
general cover the payment of benefits and the provision of the
corresponding welfare facilities; the work of developing the

! Report, para. 387, .

"
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placement and training service would remain with the Ministry
"of Labour, the national medical service with the Ministry
of Health, and the national rehabilitation service with the
Ministries of Health and Labour jointly. This appears to be
the rational division of function; health and employment
policy go far beyond the scope of social security in the ordinary
sense of the word,

The Ministry would, of course, operate through regional and
local offices, shared by the Ministry of Labour for placement
organisation. Much of the work would be simple and standard-
ised, and would be hardly more than the checking and payment
of claims for benefit. It is necessary, however, that the local
offices should become an integral part of local community life,
and in order to keep officers in touch with local opinion and
affairs there should be local Advisory Committees.! These would
have no executive powers, but they would provide facilities for.the
ventilation of complaints and for transmission to the officers of
comments and suggestions. In such questions as the treatment of
rent, the treatment of long-term unemployed in depressed com-
munities, the development of welfare facilities or the linking of
maternity grants with attendance at the clinic, these local contacts
are of first-class importance. The success of the Ministry depends
to a very large extent upon the positive co-operation which
it can secure from the public, and the development of local
and regional Advisory Committees plays an important part
in this,

Part of the same problem is the attainment of proper standards
of service to the individual. The record of Government Depart-
ments in this field is not impressive. This is partly a question
of office accommodation—the Ministry will unfortunately inherit
rather dingy local premises, and rebuilding would come rather
low on the list of post-war priorities, but even the existing
premises could be made much more attractive. It is also a
question of standards of training and quality of staff—and this
is discussed in detail later.? But it is mainly a question of the
atmosphere of administration; if the Minister and his senior
officials at headquarters and in the field regard their job as one
of actively and positively advancing the public welfare and of

! Appendix, p
1 See below, Chapter XIV.
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destroying poverty, the right atmosphere will follow as a matter
of course. The whole activity of a bank is directed towards
attracting clients; the Ministry of Social Security must likewise
be dominated by the idea of giving prompt and efficient service.
An important element in this is the development of a proper
public relations policy which would educate the public in what
the Ministry was trying to do, and would show the Ministry the
public reaction to its policies. The need for active public relations
has been insufficiently appreciated in this field in the past; the
result has been a failure of the public to take advantage of the
services provided for it and—what is much worse—serious mis-
understanding of official policies and the consequent growth of
mistrust and suspicion of the service provided. The unwilling-
ness of many poverty-stricken people to apply for assistance is a
typical instance of the first of these; the trouble which attended
the inception of the Assistance Board is a typical instance of the
second. The public must be associated with the Ministry as far
as possible. Otherwise much will be lost.

There is no reason to suppose that the development of properly
trained staff and efficient and imaginative service will unduly
increase the cost of administration. The Report goes into the
problem of administrative cost in some detail,! and comes to
the conclusion that the cost of administration will be very little
higher than that of the present patchwork scheme, in spite of
the introduction of a number of completely new services. The
cost of adminisiration of the present schemes is on the average
about 6%, of thc benefits paid; the cost of the comprehensive
scheme’s administration will be about 439, of the benefits paid,
and will gradually fall through the transition period. The
economies of central administration are likely to be so great,
indeed, that they will be able to absorb quite easily a consider-
able improvement in the service provided without an increase of
cost. In any case, efficiency of service is an absolute necessity for
success, and if it costs more to provide it, that additional cost.
should be paid. A universal scheme covering the whole popula- .
tion must work with streamlined efficiency; otherwise the
goodwill of the public will be lost and with it the opportunity
of instilling a new spirit into the relations between the State
and the community.

} Report, p. 202.
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SoctAL ACCOUNTANCY

So much for the Beveridge Plan itself. It stands alone as a-
piece of practical and imaginative planning. Its fate will ulti-
mately be decided by the answer to the question, Can we afford
it? The reply can be made: Can we afford not to afford it? Can
we afford to retain poverty in Britain? Such replies are true. A
hundred years ago, there had to be poverty. Now there need
be none. That is the lesson of the Beveridge Flan. But this
must be proved in hard facts and figures. The Plan brings with
it tremendous social assets. But there are kabilities on the other
side. This is a re-allocation of the national income—albeit on a

.very modest scale. The question is: Is the expenditure envisaged
in the Plan on the right scale in relation to our national resources,
and does it accord with proper social priorities? If the scale is
right, then all the rest follows automatically from it. There arc
secondary matters to be settled, such as the proportion of the
cost which can appropriately be covered by insured persons’
contributions and the proportion to be borne by general taxation.
These matters are discussed at some length in the following
chapter, which assembles the financial and statistical material
which is needed for a fair appraisal of the Plan. Here we are
concerned only with the problemof scale. It is the essence of states-
manship to get the big things right; the details then fall into line.

The right approach to the problem is to compare the social
security expenditure with the national income. This is the real
test. The following table sets out certzin relevant figures:

SociaL SecuritYy AND NATIONAL INCOME *

(£ millions)
1938-39. 1045. 1965.
Net National Income . | 4,595 6,500 8,500
Social Security Expenditure 326 | 415 697t 858
(as % of National Income) 77 64 o7 10

* Net national income figures and total cost of social security—including cash
benefits, health services, administration—from table on p. 377 below.

t This figure could if necessary be reduced without interfercnce with the Plan ;
economies could be made in the cost of unemployment benefit, disability benefit
and children’s allowances. Sec p. §73.
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Just before the war, expenditure on social security benefits and
publicly financed health services absorbed 7-1%, of the national
income. On certain assumptions about the post-war size of the
national income, the Beveridge Plan would increase this propor-
tion to 1079, in 1945; the proportion would then fall to 10-19%,
in 1965. But this does not compare like with like. Much of the
new expenditure is simply a re-channelling of existing expenditure,
and does not represent a change in allocation of resources. If
we take both private and public social security provision together,
thus including industrial assurance premiums and payments to
private doctors, we find that the increase is from 1:%, in 1938 to
13% 1 1945.) In a world which will surely be very social-
security-minded, an additional allocation of 2%, of the national
income for these purposes is surely possible; indeed, it is con-
servative. There are other charges on the nation’s resources.
But this level of expenditure can be fitted in without serious
difficulty, provided that the national income is fairly maintained
and the Treasury continues its war-time practice of using Budget-
ary policy to attain real social objectives, It would be necessary
to retain some of the war-time taxation; possibly between one-
third and one-half of it, according to the level of expenditure
on national defence and other social services.? But on balance
it should be possible without undue difficulty to make the jump
from 1938 to 1945, and after that time the expansion in the cost
of the Plan would be more than balanced by the steady increase
in the national income.

But will the national income be £6} milliards in 1945 and
£8% milliards in 1965? These figures are based upon the Report’s
assumption that prices will be 259%, higher than in 1938; this is
really immaterial, for changes in prices would, of course, affect
both the size of the national income and the social security
bencfits. The dynamic factors are the number of workers in
employment and the level of productivity—the output per
worker. - At the moment, following the Beveridge Report, the
main attention is concentrated upon employment. But pro-
ductivity is equally important, as the experience of the pre-war
period shows, In the fifteen years from 1924 to 1938, unemploy-
ment averaged 14%,. Had it been as low as 5%, the total
national income during that whole period would have been

¥ Sce below, p. 977- 1 ibid., p. 386.
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109, higher. That loss of income was, so to speak; the cost to
the nation of unemployment. But in the same period the
national income per worker at work rose by about 209% ;% if
throughout those fifteen years, therefore, productivity had been
as great as it was at the end of the period, the total national
income in the fifteen years would have been 10%, larger—just
the same increase as would have taken place if there had been
full employment throughout. Productivity must be fostered just
as carefully as employment. We must aim at increasing both.
Maximum productivity may be the more difficult to attain.
But it is clear that once the problem of mass unemployment has
been conquered, and unemployment varies at worst between,
say, 5% and 10%, the possibilities of advance by reducing
unemployment further are very limited, and the whole hope of
increasing human welfare is governed by the prospects of
increasing productivity.

In the immediate post-war period, after the main demobilisa-
tion—which is what we really mean by the notional year 1945—
the level of employment will certainly be high. By then, imported
raw materials will be flowing into the country in reasonable
plenty. Reconstruction building will be getting under way.
There will be hectic activity in the shipbuilding industry, The
munition plants will be turning over to peace-time work. The
Treasury would be releasing the deferred pay claims, and thus
providing the necessary stimulus to purchasing power if activity
showed signs of flagging. There will be a strong *‘ reconstruction™
demand for exports. After the last war this period of intense
activity did not last very long; it was over by 1921, This time
it may be expected to continue longer. The Administration
will be more adept in exercising the necessary control; the
greater extent, both of destruction and of mobilisation of industry,
means that the corresponding period of recovery will be longer.
The difficult time may come later, But it seems reasonably
certain that ““1945” and its immediate successors will be years
of substantial economic activity, with a high level of employ-
ment. The actual size of the working population will be some-
what larger than it was before the war, unless there are very
substantial war casualties. There are certdin minor elements of
uncertainty, according to the extent to which women wish 10

! Studies in the National Income, 1924-38, cdited by Professor Bowley, p. 193.
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continue to work and the aged postpone retirement, but on
balance the working population should be higher, and the rate
of unemployment will be appreciably below the 1938 level of
124%—it may be little more than 59%.

The national income estimate of £6} milliards is conservative
in that it assumes that output per worker will be no higher than
it was.before the war. During the war, output per worker has
risen substantially. Longer hours have been worked; less time
has been lost in industrial disputes; under the stress of war there
has probably been some increase in real efficiency. Much of
this expansion will be lost as working hours come down to normal.
There will be a switch from certain industries with very high
productivity of labour—for example, the aircraft industry—to
industries with relatively low productivity, such as textiles. The
war-time pressure to efficiency will be eased. Nevertheless, it is
extremely unlikely that output per worker will fall below pre-
war level. There has been rapid technical progress during the
war, an energetic introduction of labour-saving machinery, a
considerable expansion of electric power consumption, an
improvement of industrial welfare, and a good deal of education
of management. These are gains which will not be lost. There
are important factors on the other side. Income from foreign
investments has been lost, and this reduces the real income per
occupied worker; the terms of trade may move against us, for
food and raw materials may be scarcer than manufactured goods.
But on balance there is no reason to doubt that real income per
worker will be up to the 1938 level. In Britain after the last
war, real output per man-hour in 1924 was 6%, above the 1913
level; in France, the pre-war level was regained as early as
1921.1 We shall do at least as well this time as we did then.

The assumptions underlying the estimate of £64 milliards in
1945 are therefore well justified. We can thus assert with con-
fidence that the Beveridge Plan is entirely feasible, and that the
re-allocation of the national resources which it represents can
be done without undue difficulty. In the longer view, the
attainment of the Plan depends upon the product of full employ-
ment and increasing productivity. If employment remains at
a high level, and productivity continues to increase at the rather
moderate pre-war rate, then from year to year the provision of

1 Clark, Conditions of Economic Progress, pp. 23, 99
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social security benefits and of health services will be a decreasing
burden upon the national resources. If unemployment de-
veloped, and if for some reason productivity failed to increase,
the burden might from time to time become considerable. This
would not mean that we could not “afford” the Plan; it would
simply mean that as a result of our failure to organise the national
resources sensibly, we were having to go without a lot more
things in order to abolish poverty. We must be quite clear what
we mean here. The Report goes a little too far in stressing the
assumption of full employment. The State would not “go
bankrupt.” Indeed, paying out unemployment benefit would
help the national income to recover, for it would maintain
purchasing power. What would happen would be that the
general standard of living would fail to rise at the rate at which
it should if the national resources were reasonably fully used.
We should still prevent poverty. We should still maintain good
health. But workers would be getting unemployment benefit
instead of wages; there would be less goods and services available
for public consumption. So people would be unnecessarily
worse off. That is the whole of the matter. That is why there
must be both full employment and a steady growth of pro-
ductivity. The Plan can go on without them. But they are the
conditions upon which social progress is founded.

Brriramn’s EconoMmic ENVIRONMENT

How can full employment and growth of productivity be
achieved? Much is being written about them. There is a
tendency, however, to assume that .the post-war problems will
be of the same kind as those of the pre-war world. This will
certainly be wrong. The post-war world will be different.
There is a danger that just as we went into the war menatally, and
even physically, equipped for the last war, so we shall go into
the peace well prepared for the last peace. We may then find
that we have spent a lot of time discovering the answers to the
wrong questions. Too little consideration has yet been given to
Britain’s post-war economic environment, and to the way. in
which the economic structure will fit into it. Yet this is the
decisive point. It will determine whether we shall be able easily
to maintain full employment. The experience of the past shows
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that this relation of a nation’s economic structure to its economic
environment—in other words, the impact upon the national
economy of the fundamental economic forces of the time—plays
the decisive part in the nation’s economic progress. If the
environment is favourable and the structure well adapted, full
employment and an expanding standard of living are easily
achieved. If, on the other hand, conditions are inherently
unfavourable, tremendous efforts have to be made, and even then
they may be unsuccessful. Britain’s experience in the last century
is a typical example; the world was being rapidly developed,
and, by a combination of historical circumstances, Britain was
first in the field, both in financing this development and in supply-
ing manufactured goods. Later, however, and especially in the
period between the world wars, Britain's previous advantages
were lost, her industrial structure became old-fashioned, and
there were fiftecen years of considerable difficulty, with unemploy-
ment on an unprecedented scale. ‘

During this century Japan has been able to achieve an amaz-
ingly rapid economic development—more spectacular than that
of any other country; there was a huge world market for her
products, and she had an abnormally low cost structure. The
Soviet Union has worked in a favourable environment for secur-
ing full employment in industry, having an undeveloped country
with tremendous natural resources and a vast surplus agricultural
population; the Soviet economic and political institutions have
been well suited for pressing through massive industrial expansion
at great speed. Sweden’s success in overcoming the trade cycle
15 attributable partly to the sensible policies of her Government,
but the task was greatly eased by the strong demand which
developed from Britain and the Continent for Sweden’s basic
exports—high-grade iron ore and timber products. France, on
the other hand, had an altogether unfavoyrable economic environ-
ment in the pre-war world; the fiscal systern was obsolete,
industry backward, the quantity of scientific and technical
research wholly inadequate; France’s special products were in
poor international demand. The French economic system
needed revolution; it was completely out of harmony with the
economic environment of the ’thirties. The position of the
United States in the ’thirties was likewise out of balance; the
excesses of the boom had left such a mess that even the most

i
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vigorous efforts of the New Deal could do hardly more than
maintain a tolerable level of employment. Some countries were
able to expand their economic life without difficulty; others
encountered terrible trouble in even remaining where they
were. g : .

Where will Britain stand in the post-war period? The environ-
ment should be more favourable than in the period between
wars, at any rate for the attainment of full employment. Two
powerful forces should, over a period of years, contribute to the
maintenance of a high level of economic activity. The first
is the internal demand for building; not only is there a vast
back-log of house-building to be made up, accentuated by air-
raid destruction, there will also be a steady- demand for new
hospitals, health centres, schools and public buildings of all
kinds. Enough building work is in prospect to keep an enlarged
building industry fully occupied for probably fifticen years, The
second force may be slower to come into operation, but it is
more spectacular, The war in the Far East is releasing social
and economic forces on a massive scale. This will certainly lead
to tremendous industrial expansion throughout Asia, China
will industrialise. So will post-war India. The Soviet Union
will develop Siberia. The timing of this industrialisation is
uncertain. But there is no doubt that it will come; its effects
upon the world economy will be comparable to those of the
opening of the North American continent in the last century.
Here is a vast potential market waiting for British exporters.
New methods of financing the development of backward coun-
tries, appropriate to twentieth-century political conceptions,
would be needed; maybe the development will have to be
financed on lend-lease lines. The essential point is that the
motive power for an expanding world economy exists in Asia;
if it can be set in motion, there will be no lack of markets for
British industry in the next generation. Once Asia is determined
to increase its standard of living, there will be a world scarcity
of all high-class industrial products for as far ahead as we
can see, These two big constructive economic forces should
work in Britain’s economic favour — the building back-log
and the industrialisation of Asia. One might add a third,
which is that the expansion .of the standard of living in
the world generally would be of definite benefit to Britain, for
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our main export trade is with countries- with high incomes;
the better off a country is, the more it needs British high-quality
goods,

The economic environment should offer tremendous oppor-
tunities. Can the economic structure adapt itself to take
advantage of them? In the period between the world wars
large sections of British industry failed to adapt themselves to the
change which was taking place. Other new industries developed
with great power and originality—retail distribution, newspapers,
electricity supply, radio, building and building materials, chemi-
cals, rayon and certain enginecring and allied industries. On
the whole, the changes of structure which are taking place during
the war are favourable for the future. The coal industry has now
contracted to a size which is in reasonable relationship with the
long-term demand; the coiton industry has been contracted;
this removes two of the sores on the pre-war economy. The
steel, heavy engineering and shipbuilding industries have at any
rate become accustomed to produce large outputs for a long
period. There has been a big expansion of the chemical and
light engineering industries, Large numbers of firms have
learnt to do precision work; modern machine-tools have been
installed ;; managements have been compelied to work in co-
operation "with one another, with consequently favourable
effects upon the average level of efficiency; economy and effi-
ciency in the use of fuel, power and raw material have been’
forced upon industry; new factories have been built on modern
lines; there have been substantial developments in factory
welfare. The net effect of the war has been to modernise British
industry. There is still much to be done. But the technical and
productive side of British industry will probably be sufficiently
adaptable provided that the enterprising undertakings are not
shackled by restrictive associations. There is much more doubt
about the ability to seize export opportunities and to develop the
necessary techniques for financing and developing Asiatic trade
in conditions of far-reaching social change in that continent.
It is ‘certain that such trade will be financed and developed
through Governmental agencies; it is far beyond the scope of
private enterprise. But adequate means have not yet been
devised to develop this with the necessary vigour; this is one
of the large post-war problems awaiting solution.” Similarly, in
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order to take advantage of the building opportunity, the building
and building materials industries must be organised inte a
powerful instrument in much the same way as the engineering
industries have been organised for armament production, and
a proper framework of land use must be laid out, on the lines of
the Uthwatt Report, so that this instrument should work effec-
tively and uninterruptedly. If these things are done, the frame-
work will be laid for an expanding economy.

FuLry EMPLOYMENT

The first step towards a full employment policy is to develop
these two opportunities to the maximum. This implies action
over the whole ficld of Government, political and diplomatic
as well as economic, We must further with all means at our
disposal the rebuilding of Britain, on the one hand, and the
industrialisation of Asia and other backward countries on the
other. As a necessary corollary to both we must develop edu-
cation and training; steadily advancing technique is indis-
pensable. If these two major opportunities are seized, full
employment will be maintainable. We shall be swimming with
the tide. By concrete action along these lines, rather than by
vague trade treaties and pious resolutions for the réduction o
tariff barriers, we can bring about the expanding world econ-
omy which is the only favourable economic environment for
Britain.

Having got these big things right, we can plan full employment.
We need not bother about intermittent unemployment—the
temporary unemployment of people moving from job to job,
seasonal workers and casual workers. This can be reduced,
partly by stopping casual labour—one of Mr. Bevin’s contribu-
tions—and partly by dovetailing seasonal industries into one
another. It could be almost entirely eliminated by Essential
Work Orders, but this is both unnecessary and undesirable; it
is a good thing for workers to move from job to job. There is
thus a rind of unemployment which represents about 3%, and
which is inevitable in a free and progressive economic system.
Besides this rind, there is a hard core of possibly 29, which
representsstructural unemployment—caused by technical changes,
long-term contraction of industries which have permanently lost
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their markets, and so on. The extreme case is the depressed area
unemployment of the ’thirties, but unemployment of this kind
arises continually in an active and developing society. This is
very difficult to tackle. We cannot prevent it, for it is inherent in
technical progress. Indeed, we want the structure of industry
to change with the times; we want to stimulate the mobility
of labour and encourage the expansion of some industries and
the contraction of others. Otherwise, economic life becomes
static and decays. Tremendous efforts must therefore be made
to cope with these situations promptly and effectively. The
displaced man must be found new work. This may be impos-
sible without transfer, though the need to transfer can be reduced
by the effective control of location of new industry. If a move
is necessary, every possible assistance must be given. In almost
all cases some re-training will be needed; this requires, as we
have seen, a big expansion in Government training facilities
and in general State supervision of training. It also requires a
long-term economic pattern to show the direction in which these
workers should be re-trained. .

The bulk of pre-war unemployment, however, arose from
general depression in trade. This is the mass unemployment
which must be rooted out of our society. Its origin is the uneven
flow of activity in the capital-goods and export industries.
Employment in these industries falls; this reduces their workers’
purchasing power; this reacts upon the demand for consumer-
goods and thus upon employment in the consumer-goods indus-
tries, and so unemployment spreads like influenza. In the pre-
war years, the capital-goods and export industries were chronically
unstable. So there was mass unemployment, The remedy is to
secure a steady employment level in these industries. This means
control of the flow of orders t¢ them. This can be done readily
for the capital-goods industries—building and public works
contracting; general, electrical and constructional engineering ;-
shipbuilding and railway equipment industries. The building
and public works programmes must in any case be State-planned.
The railways and public utilities even before the war financed
their capital expansions by loans under Government auspices,
and they will in any case either become public corporations ot
remain under indirect State control. The ship replacement
programme will be Government-financed. The capital sums

Y
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involved in large industrial projects, such as new steel plants,
are so large that private enterprise can hardly finance them ;?
the State will in any case exercise control for other purposes, such
as location. Thus the bulk of the output of the capital-goods
industries comes under direct State supervision; there is no
difficulty whatever in dovetailing these projects togethér into one
stable long-term programme.

A substantial part of the export industries’ activity can like-
wise be programmed—electric generating plants for India,
railway equipment for China, an underground railway for
-Leningrad, steel plant for Australia, and so on. A large volume
of smaller orders passing through the Government-cum-industry
export agencies which will be handling trade with backward
countries, can also be programmed. In the vulnerable capital-
goods and export industries there will thus be a firm core of
programmmed activity, The unprogrammed residue—small in the
capital-goods industries, but of course fairly large in the export
industries—would fluctuate according to genera! trade condi-
tions here and overseas. These fluctuations should be compen-
sated by State action. If activity seemed to be falling off,
marginal public works programmes could be speeded up, and
more purchasing power could be released by tax reduction, food
subsidies, or temporary increases -of social security benefits. If,
on the other hand, an unhealthy over-expansion seemed immin-
ent, purchasing power could be siphoned off by Budgetary action.
By these means the required stability of employment could be
obtained. The techniques of programming present no problem;
this would flow automatically from the war-time system of
controls, maintained perforce in the initial post-war years to
ration imported raw materials and other scarce factors of pro-
duction, The techniques of compensatory financial action by
the State are less clearly established, but there is a great deal of
war-time experience to draw upon. A substantial body of
opinion, hostile to direct State participation in industry, holds
that full employment can be maintained by financial measures

' It is significant that A4 National Policy for Industry, the statement by 120 leading
industrialists, which is intrinsically a plea for industrial self government, in effect
concedes this point. * The equipment of industry with up-to-date plant and
machinery,” it states, *is as much in the national interest as public works, and
industry will be entitled to obtain financial assistance for industrial schemes if our
view is accepted that service to the commmunity must be its first aim.”
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alone; the financial levers are certainly enough to look after
minor fluctuations around a planned core of activity.

Full employment can be achieved by this combination of -

policics. The State must take charge of the building programme -

in just the same way as it takes charge of the war production
programme. It must link together all the capital development
work of the Government agencies, public corporations and

undertakings under its direct or indirect control. It must, in -

association with the industries concerned, take charge of the
exports for the development of economically backward areas.
All this work within the State’s sphere of influence must be
drawn into a cohesive and stable long-term programme. The
relatively small trade fluctuations outside this sphere must be
compensated by Budgetary policy which would adjust purchasing
power accordingly. Structural unemployment must be handled
by re-training and the encouragement of new industries. The
whole of this plan stems directly from the war economy; the
problems will have to be handled along these lines in any event
in the initial post-war period if complete chaos is to be avoided.
In other words, the  peace-time full employment programme
is an organic growth from the needs of war and immediate
post-war. That is the normal pattern of new development of
society.

Here we reach the crucial point, This is the course of events.
But there is a choice between swimming with the tide and drifting
with the tide. It is the difference between having a plan and
driving it through or going through the motions of having a
plan. This is the basic issue of post-war politics. To most
rational beings, the choice is clear, The nation must know
where it is 'going. We must have a long-term plan on a broad
working basis. It need not be calculated in intimate detail. Nor
does it involve State operation of everything. There must be a
planned framework within which the economic system—public
and private—can work. Otherwise everyone is in the dark.
The sensible kind of plan is to fix a target national income of,
say, £8 milliards for 1955; this would be divided appropriately
between consumption and construction, and between various
kinds of consumption and various kinds of construction. From
this would flow the appropriate industrial structure and distri-
bution bétween industries of the working population and the
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appropriate distribution of incomes to be achieved. The whole
economic apparatus of the State—the building programme, the
Budget, the re-training schemes, the price regulations, the State-
controlled industries, the public-private export agencies, the
banking policy and the rest—would then be geared to secure that
result.  Clear and definite social goals would emerge—the
immediate abolition of poverty, a ten-year housing goal of four
million houses, a national nutrition goal, an electrification goal
of fifty milliard units a year, and so on, We shall have a planned
economy whether we like it or not. The choice is between a
good plan, energetically carried out, and a weak and indecisive
plan.
SociaL INCENTIVES AND SociaL CHANGE

The attainment of full employment and social security will
lead to profound social change. The beginnings of this are
- already apparent in the war economy. The most important
change is a gradual weakening of monetary incentives. The
traditional exercise of industrial discipline through fear of the
sack, poverty and destitution becomes much less effective. The
fear of bankruptcy likewise ceases to be a menace to the business
man ;! in conditions of full employment, most companies can
reasonably hope to secure a steady rate of return on invested
capital. The trend of society in the last ten years has been very
markedly in this direction. The growth of monopoly and trade
associations has largely been an attempt by businesses to avoid
or pool business risks; in rearmament and war there has been
unanimous demand from industry that the State should perform
the function of risk-bearing, by supplying all the capital for
factory expansions, by guaranteeing loans, by pooling war risks,
and in fact by taking all the responsibility which in a system
governed by monetary incentives should be taken by the private
capitalist. The risks of modern society, indeed, have become so
vast that individuals can no longer take them. When they are
taken collectively the nature of society changes. Opposition to
the Beveridge Plan and to the implications of full employment
is nothing wmore than an attempt to put the clock back, not to
193g—when these trends were already very well under way—
but to 1929, or even to 1913.

* Wholesale business failures have fallen from 441 in 1938 to 36 in 1942 ; retail
from 4,60t to 363. (Ecomomist, 23vd January 1943.)
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This blunting of the spur of mongtary incentive raises the
question of industrial discipline, enterprise and efficiency in
acute form. This is emerging strongly in war industry. Factory
managements are given to seek new methods of handling their
staffs; they provide imdustral welfare facilities; they strive
through Joint Production -Committees to associate the workers
with the job of management; they try to build up a team spirit
among the workers. The trade unions, for their part, find the
scope of their work widening from negotiations of wages and hours
and fighting for better conditions on the floor of the factory to
the discussion and problems of factory efficiency and production
~ planning. This has not yet proceeded very far; only the more
far-sighted managements and the more advanced sections of the
workers are yet seeing the problem at all clearly. But these are
plainly preliminary attempts to build in the factories a new kind
of worker-management relationship to replace the old sanctions.
This will again react, as these things do, upon the industrial
structure itself and then back again to the problem of incentives.
The large and modern undertakings, with new factories and with
ample funds to afford welfare provisions and to employ the best
labour managers, are at a great advantage over smaller and more
old-fashioned firms; they can keep their labour. The advanced
firms drive out the backward firms, and the whole dynamic
process gathers momentum.

In the past, efficiency has been associated with the idea of
competition. The more efficient firm was the firm which could
drive its competitors out of business. For this conception another
is being substituted, much more clos¢ly related to the facts of
modern economic life, In the war, attempts are made to improve
the efficiency of a whole industry. Managers of firms making a
weapon share their experience, visit each others’ factories, learn
how to do the job better. Efficiency tends to become separated
from an individual firm’s profit-and-loss account,.and comes to
represent a standard of management, on a professional rather
than on a commercial level. Here again, only the beginnings of
this have yet been seen in the war economy. But what has
actually happened shows how industry can improve its efficiency
under conditions of diminishing commercial risk. In such
circumstances, furthermore, more and more able people concen-
trate their attention upon the problems of management and
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thus of efficient industrial operations on an all-industry basis—
instead of upon problems of financial manipulation. Big jobs
of organisation were already before the war beginning to have a
greater appeal than big money. This is a natural consequence
from the development of an industrial world in which the great
majority of business men insist that the State should bear all
big risks and in which the rate of taxation is correspondingly
high.

Finally, the place of the State. We have already seen the broad
economic function of the State in the achievement of full employ-
ment and social security. We have seen that this develops
naturally from the war-time activities of the State. Its methods
will be much less dictatorial. Its tempo will be less urgent. It
will not need to call for the last ounce of human effort or to
demand sacrifices of fundamental liberties. But it must drive
through the two big jobs to be done—the rebuilding of Britain
and the industrialisation of the backward areas of the world.
We must therefore have a positive and enterprising State, well
equipped with powers to control, with an organisation appro-
priate to its work, and with a high quality of men to lead and
to act. When the State was the umpire between conflicting
interests, appeasing one with a tariff or another with an increase
in unemployment pay, it acquired negative and judicial habits.
But now the State must be the creator of enterprise—no one else
is willing to take the responsibility, and no one else can be given
the comprehensive power. The creator must create, and not
postpone or prevaricate ; nor can a creative power be ¢ impartial”
in affairs of human welfare and national progress.

But even efficiency and enterprisc are not enough by them-
selves. When risks are collectively borne, and when a new type
of social incentive arises to replace the monetary incentives,
there must be an altogether new bond of confidence between the
- State and the citizen. The successful working of the economic
systern depends upon this, Every man must feel that he is part
of the show, that the State is run for his and everyone else’s
benefit, and that it is really a partnership of 47 million people.
It is then simply his duty as a matter of enlightened self-interest
to work as well as he can, to keep himself healthy, to pay his
taxes, and in general to carry out his social responsibilities. On
its part the State will provide him with every opportunity for
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advancement according to his abilities; it will look after him
and his family when he loses his income ; it will carry him through
the recurrent crises of family life; it will see that he is in a position
to get the goods and services which he neceds to the extent of the
contribution which he makes to society. This is the nature of *
the new social contract, which emerges from this growth of the
war economy into a peace economy for full employment and
social secunity. The State and the citizens must make this
contract together, and both of them must understand its impli-
cations. Such a new basis for society, stated in formal terms, -
may seem a long way ahead. But it is on the way. Its economic .
foundations are being built, and they are sound foundations for
the expanding economic environment and expanding economic
needs of the post-war world.



Chapter XIII

SOCIAL SECURITY HOUSEKEEPING
By R. W. B. CLARKE

Ir the British people are determined to rid themselves of poverty,
they can do it. It is simply a matter of national housekeeping.
The national resources can be laid out so that a minimum standard
of living is available for everybody, enough to cover basic human
-needs. The only problem is to find ways and means of doing it.
That the problem can be stated in this way is a sign of the times,
During the last fifteen years there has been a tremendous growth
in our knowledge of the way in which people live, of the social
structure, and of the forces which work within it. We are there-
fore now able to think about social problems rationally and
objectively; we are beginning to tackle social evils in very much
the same realistic and unprejudiced spirit as that with which
doctors fight discase. Sir John Orr and his fellow-nutritionists
were among the pioneers of this spirit; in the Beveridge Report,
the new way of thinking emerges with overwhelming force. The
main cause of poverty is diagnosed as failure of earning power
for certain specific reasons. It may be loss of income through
unemployment, sickness or old age; it may be that income is
not enough to provide properly for a family. The fundamental
curc is to end unemployment and ill-health; old age is in any
case unavoidable. But after organising the strongest possible
offensive against unemployment and ill-health, we must still
provide sufficient incomes for those who suffer loss of earning
power, and we must help to cover parents’ commitments by
giving children’s allowances.

The practical job falls into four stages. The first is to determine
what income is needed to cover the basic human needs of families
of various sizes. This can now be done much better than was
possible a generation ago; not enough was then known about
nutrition to forriulate clearly human food requirements for the
maintenance of good health; nor was enough known about the
facts of poverty to enable basic needs to be laid down-—apart

from the pioneer work of Booth and Rowntree, these were not
b L]
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established until repeated social surveys had been conducted
all over the country in the decade before the war. The second
stage is to estimate the number of people who will lose their
earning power in each year from each of the various causes;
this is the field of the actuary and the social statistician, and here
the experience of thirty years of social insurance and a flood of
new statistical knowledge are of great value, The third stage is
to compute the annual cost of providing replacement incomes;
this shows the size of the slice of the national income which must
be earmarked for these benefits. The fourth stage is to relate
this to the national resources and to devise means of releasing
the necessary amount of purchasing power from other purposes,
either by direct levies as contributions or direct taxation or by
indirect levies through ecxcise duties and general taxes upon
industry; at this last stage, the spate of recent studies of the size:
and distribution of the national income and the new ideas of
public finance which have developed lately provide a rational
foundation for policy. We can now deal with facts established
by scientific methods instead of with unbacked assertions and
prejudices.

Unless they are translated into practical quantitative terms,
social security proposals remain vague aspirations, such as the
Trades Union Congress proposal for 40/- a week unemployment
benefit for a single man, and the National Federation of Old Age
Pensions Associations demand for pensions of 30/- a week at 6o.
The level of benefits, the number of people who will have them,
the burden upon the national resources and the best means of
spreadmg this burden—these are the flesh and blood of a social
sécurity pIan When we plan in the middle of the war, many
of the magor facts are still unknown. We cannot foretell the
post-war price level; we cannot say when the war will end or
what further destruction will take place before its end; we do
not know the scale of other pressing post-war claims upon the
nation’s resources. The detail of the calculations must therefore
be regarded as provisional, as was emphasised by the Fabian
Society, the only body to submit detailed financial estimates to
the Beveridge Committee.? The Beveridge Report makes certain
general assumptions—in particular the assumption that there
will be no mass unemployment; it states very clearly and defin~

1 Appendix, p. 445-
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itely that the proposed rates of contribution and benefit are not
firm figures, and that they are not an integral part of the scheme ;1
when the tithe comes to work the Plan, entirely different scales of
contribution and benefit may be appropriate. But the shape of
the calculation is of permanent application, and in fact we can
make reasonably good guesses about the future.

Tue MinmMUM  STANDARD

The first stage is to determinic the rates of standard benefit—
the minimum income which will provide basic human needs. "
This means enough of the right kinds of food to keep good health,
a home to live in, and a sufficient margin for clothing, heating
and lighting, and incidental expenses. This minimum will, of
course, steadily increase as the standard of living develops; the
modern “minimum” diet is very much better than the bulk of
the population had a generation ago, and the standards of
clothing and incidental expenses are likewise related to the
general standards of the time rather than to absolute subsistence
levels. The minimum adopted in the Report was determined
with the assistance of the best expert opinion—Professor Bowley,
Mr. Seebohm Rowntree, Mr. R. F. George and Dr. H. E.
Magee. One of the most useful by-products of this Report is
this authoritative statement of minimum living needs in the
conditions which prevailed just before the war.

The food needs are based upon the British Medical Association
and League of Nations minimum dietaries; there is now almost
complete agrecement between the nutrition experts on what such
diets should contain. The clothing needs are based upon social

1 Report, para. 27. For the purpose of his calculations, Sir William Beveridge
assumes that the post-war rpricc level will be some 25% above that of 1938. Since
May 1941, the Ministry of Labour cost-of-living index has been stabilised around
a level of 200, or 289, above the average for 1938. At the end of 1942, retail food
prices were about 159, above 1938, clothing prices were up by 85% to 90%, prices
of fuel and light were up by 33%, and rent and rates were up by 2%. In fact,
however, the prices of the whale range of goods bought by working-class families
have risen more than the index suggests. Prices of foods which are not in the index,
such as green vegetables, have risen by over 50%. The Treasury has concentrated
its efforts upon keeping the index stable, and has subsidised certain products accord-
ingly ; the unsubsidised items have surely risen more. Retail prices of necessaries
as a whole, therefore, are more like 35% above the 1538 level rather than the official
increase of 28%. The current price Jevel may be between 5% and 10% higher
than the Report's hypothetical post-war price level ; for a true comparison with
present benefits, the Beveridge figures should be increased accordingly.
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surveys, and are roughly equal to the present clothing ration.t
Fuel and light and sundry household expenses are included at the
normal rate of consumption of poorer families. A margin is
added to cover incidental expenses and inefficient buying. The
minimum weekly cost to cover basic needs except rent, at 1938
prices, is thus established at 12/6 for a single man or 11/6 for a
single woman, 22/- for a married couple and 21/2 for an aged
couple.2 The cost of maintaining a child varies from 5/- weekly
for an under-five to g/- weekly for a boy of 14, or an average of
7/~ a week.

This is well-trodden ground, and its main significance lies in
the authoritative nature of the calculation. But then comes the
first difficulty—the problem presented by the striking differences
between people’s rent obligations. Sir William Beveridge, after
a very detailed review,? decides provisionally for a flat allowance
of 10/- weekly for man and wife, and 6/6 for a single individual.
But he regards this as ungatisfactory, and proposes that a further
examination be made. The truth is that the nation’s rent
structure is in a shocking mess; whatever treatment one proposes
in social security benefits, some anomalies will follow. It may
be possible in the long run to get some sense into the rent struc-
ture. There will, however, always be tremendous differences
between people’s rent obligations; town rents will never be as
low as country rents; the family man will never have the same
rent as a single man living with his parents or boarding as a
lodger. The Report suggests that this is a problem which can
be settled rapidly. But this is clearly unrealistic. The rent

1 The cost at 1938 prices of a typical lay-out of the clothing coupons, including

boot repairs, would have been just under 1/6 weekly in working—class districts.
2 The minimum weekly requirements at 1938 prices, excluding rent, arc as follows :

Food. Clothing, Fuel,lightand Margin. Total.

Sur £8.
Man . . . . 7~ 1/6 2/6 1/6 12/6
Woman . . . 6/~ 1/6 2/6 1/6 116
Man and wife . A 1 3/ 4/- 2/- 22/-
Retired man . . b/— 1/ 3/ 1/6 1110
Aged couple . . 11/6 2/3 Bi— 2/- 21/
Youth, 15to 1y . . 7/6 1/6 1j6 1/6 12/-
Child - . . sf11 -f10 -~/3 — /-

It is noteworthy that a woman needs 1/- less than a man, because of lower physio-
logical needs ; the most surprising point is that, contrary to previous calculations,
an aged person needs very litte less than a working adult.  (Repert, paras. 193 to 229.)

* Report, paras. 1g7 to 216, The facts quoted here are taken from this section
of the Report, except where otherwise stated. ’
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differences can be reduced. But they will always exist, and we
must plan to reduce the resulting anomalies to a minimum.

The extraordinary variation of rent between regions is the first
source of trouble. The regiofdal average paid by industrial
workers’ households varies between 16/- a week in London and
7/6 in Scotland; the average agricultural houscholder pays only
4/7. This means that if rent is allowed for in the benefits at a
flat rate of 10/-, the average Londen unemployed man will
receive only seven-eighths of his minimum total requirements,
while the farm worker will receive benefit at least 5/- In excess of
his real needs. This seriously damages the careful calculations
of food and clothing needs; these requirements are assessed to
the nearest sixpence, but the difference between the actual rent
need and the rent allowance is measured in half-crowns. The
Report shows that in no part of the country would a 10/- flat
allowance be within 2/6 of the actual rent for as many as half the
households. .

The regional variation, however, is by no means the whole of
the difficulty. Within any region, the dispersion between rent
needs is hardly less than that between the regions themselves.!
Large families have to pay large rents; 6-room premises are about
3/- a week dearer than 3-room premises.® Nearly one worker in
five either owns his own house or is buying it;? if such a man
loses his income, he may be faced with the need to maintain heavy
building society payments or he may have nothing to pay except
local rates. Again, something like 250,000 households are pro-
vided with dwellings rent-free by employers: they have no rent
liability when the wage-earner is sick.? These are simple illustra-
tions of the type of variation which exists between the rent needs
of different households. When upon these variations are super-
imposed the thousands of diverse household patterns which
determine the actual rent obligation of the individual earner,
the hopelessness of trying to tackle the problem by giving a flat
rent allowance becomes even more apparent. Some single men
and women live with their parents and make only a small con-

¥ Mr. Seebohm Rowntree states that in York in 1936, 189 of the families paid less
than 7/- rent, 53% between 7/~ and 10/11, 29% 11/~ and over. (Forinightly Review,
February 1 33

3 From data given in the 1938 Report of the Unemployment Assistance Board,

. 168,
P Minisiry of Labour Gazstis, December 1940.
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tribution to the rent; others live on their own. Some aged
people live by themselves; others live with their children and
have only a nominal rent obligation. In some families the wife
is the main earner; in others there may be two, three or even
more earners. At no point in the structure of rent obligations
is there uniformity which would warrant uniform treatment;
the attempt to impose it weakens the scientific basis of the
Beveridge benefits, The flat allowance of 10/~ 2 week creates
anomalies which extend throughout the proposed system of
benefits.! It means in effect that some people will be forced
to seek supplementation of their benefits by assistance, while
others will receive more than can be justified on basic human
needs.

The one fact which is common to all these household patterns
is that the rent is the first charge upon the household’s resources.
There is no doubt whatever that if the rent allowance included
in the benefit is appreciably less than the actual rent paid, the
incomeless household will go short of food or clothing. No
adjustment can be made in the charge without a complete
uprooting of the family; in most cases, indeed, there are no
cheaper places to which the family can go. The 1938 Report
of the Unemployment Assistance Board, discussing the problem
created by high London rents, expressed the point clearly :

“In many of these high rent cases the Board’s officers feel
reluctance to putting the applicant in funds to meet charges
that seem so disproportionate to his normal means, and this
reluctance is increased when regard is had to the frequently
unsatisfactory nature of the accommodation. The facts are,
however, that in many neighbourhoads the rents are so uniformly high
that the applicant has no option in the matter.” ®

! Four exaraples illustrate this :

{a) Guardian bencfit, at 24/~ weckly, includes ounly the single woman’s rent
element of 6/6; yet a widow with dependent children is surely more
likely to have a rent comparable with a married couple.

{d) Benefits for a man with five children contain the same rent element as those

’ for a man with none ; nor does the children’s allowance include a rent
element. : .

(¢} The gainfully occupied married woman's disability benefit is 16/~ ; it is
assumed in fixing this that the married woman pays no rent ; where thia
is untrue, there is a clear anomaly.

(d) The 2o/~ beneht for the single man of 18 to 20 is not enough if he is living
by himself, but is probably generous if he lives at home,

¥ p. 78, Owur italics.
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When a man loses his income, indeed, he will certainly maintain
his home for as long as he can, no matter what sacrifices have
to be made. _

The only way to tackle this problem and to satisfy the essential
social need—which is simply to give the sick or unemployed man
the firm assurance that the rent money will be there each week—
is to provide a special rent allowance which would cover the
actual rent for which the claimant is responsible, subject to a
maximum fixed regionally; this would of course include rates
and the interest element of building society payments.! This
proposal was put to the Beveridge Committee by the Association
of Municipal Corporations and the Fabian Society; it has been
subsequently endorsed by Mr. Seebohm Rowntree.2 The Report
states the case for the proposal with great force, and rather
surprisingly concludes by uneasily rejecting it. The proposal 1s
a novel one in social insurance; the main argument against it
is that it runs counter to the principle of equal benefits for equal
contributions—a principle, the Report states, which “has a
strong popular appeal and is much easier to defend than any
departure from it."”

It is generally accepted, of course, that this principle can be
abandoned in the payment of dependants’ allowances; a married
man pays the same contribution as a single man. At any rate
in the short run, the rent obligation is at least as fixed and un-
avoidable as the need to maintain dependants; that is proved
by the fact that the household will cut its food in order to pay the
rent. There is, however, some substance in a refinement of this
argument, which is that although the rent obligation varies
widely from household to household, the people with the bigger
earnings do in general have bigger rents. The consequence of
the proposal, it is argued, is that skilled workers as a whole would
receive larger benefits than unskilled workers as a whole, although
tHey make the same contribution. To those who regard the
contribution as an insurance premium, designed on a precise
actuarial basis to cover the benefits which the individual cpn-
tributor will receive in his lifetime, this is a conclusive argument.
Those on the other hand who regard the contribution rather as

t It is desirable to arrange for postponcment of payment of capital element during
unemployment or disability.
3 Forinightly Review, February 1943.
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a weekly payment by which the contributor maintains member-
ship of an all-in social security scheme, designed to cover him
against all contingencies and financed primarily from general
taxation—which is much nearer the reality of the Beveridge Plan
—will be less impressed. It is, of course, anomalous to pay a
larger benefit to the man with the larger earnings—-although I
suppose that even then it might be argued that the latter is likely
to contribute more in general taxation. But the evidence set
out in the Report suggests that the tremendous variations in rent
are due much more to regional and other causes unassociated
with the level of the household’s earnings; the evidence of War
Service Grants shows that households with 100/- to 120/~ a week
pre-war income pay on the average only 2/3 a week more in
rent than households with less than 40/- a week, and this is
confirmed by Mr. Rowntree's investigations in York! On the
whole, it seems incontrovertible that the anomalies which would
‘be created by the payment of the actual rent would be altogether
much smaller than those which follow from the payment of the
flat allowance. From the point of view of “popular appeal,”
the underwriting of the home is surely immensely attractive, and
would wholly outweigh whatever feeling there might be that
contributions should be rigidly fixed to benefits,

The Report suggests that it might be practicable to fix a higher
contribution and higher benefit in London and other high-rent
areas, and lower contribution and lower benefit in agricultural
areas. This differentiation would apply only to unemployment
and disability; it is suggested that in principle the aged should
adjust their rents as they approach pensionable age. This
suggestion might create fewer anomalies than the flat rent allow-
ance, but it is nevertheless unacceptable. The exclusion of the
aged is not really justified, for the differences between the rents
of aged Londoners and aged Norfolk men are hardly less than
those between the rents of active workers in these places; the

! The evidence is based upon a sample of rents and pre-war incomes of applicants
for War Service Grants. The rents varied from 102/~ a week in the groups with less
than 40/~ a week and with 40/~ to 6o/— a week to 12:4/— in the group with 100/~ to
120/— a week. Above this level, the rent increased more sharply with income, but
this would of course be looked after by the application of the maximum. (Report,
para. 209.) Mr, Rowntree states that in York in 1936, of the householders with less
than 65/~ a week, 52:6% paid less than 10/~ a week rent, and 47-4% paid more ;
of those with more than 65/-a week, 42-6% paid less than 10/~ rent, and 57'4% paid
more, (Fortnightly Review, February 1943.) .
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pensioner can adjust his rent so that it is not abnormally high in
relation to the level of rents generally in his region, but he cannot
be expected to do more than that. The proposal to vary both
contributions and benefits on a regional or occupational basis
gives a mathematical sanctity to the contribution-benefit relation
which it does not actually possess; it complicates the scheme
unnecessarily; it provides only for regional differences in rent,
and ignores the extremely important differenges which arise from
variations in household pattern—number of children, number of
earners in household, and so on. Even after this complication
of the contributions and benefits, the man with five children
would still have the same rent allowance in his benefit as a man
with none, and the second earner in the family would still receive
benefit which contained full allowance for rent which he would
not have to pay. This is a compromise proposal which has very
little to commend it; it would be justified to alter the simplicity
of the flat contribution only if this alteration solved the problem,
and not if it added complexity without striking to the root of
the matter.

It is indeed difficult to see any rational alternative to the
payment of the actual rent subject toe a maximum. The Report
concedes that the administrative difficulties can be overcome;
the Fabian Society at the request of the Beveridge Committee
submitted draft regulations which set out the procedure in detail.?
The main practical difficulty is to determine the rent for which a
claimant is responsibie when there 1s more than one earner in the
household, or where there is a lodger or sub-tenant; the draft
regulations show how this can be done. The regional maximum
rent could be fixed; this would vary according to the size of the
family, and it would be definitely lower for aged persons than for
people of working age, because of the adjustment which aged
people can be expected to make. In order to avoid the admini-
strative task of assessing every claimant’s rent, it would be possible
to fix a standard benefit including a standard rent and then
allow people to make claims as of right if their actual rent ex-
ceeded the standard level. If the standard were fixed nationally,
as the Report suggests would be possible, the permissible excess
could be, say, 100%, above standard ; if the standard were fixed
regionally, as envisaged by the Fabian Society, the permissible

! See Appendix, p. 446.
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excess could be, say, 509%, for people of working age and 25%
for aged people. This simplification would, of course, involve
extra cost for the Exchequer; it is a one-way option, and those
with abnormally low rent would thus receive an unnecessarily
generous benefit. But this might be worth while if the extra
cost of administrative time involved in assessing the actual rent
in each case were substantial. This is a matter of administrative
practice rather than of principle; my own opinion is that it
would be simplest and most effective to provide the actual rent
obligation.

There the matter stands for the present. The final step in the
determination of appropriate benefit scales is to take the needs for
food, clothing, etc., at 1938 prices, to add a rent allowance of 10/-
for married couples and 6/6 for single individuals, 8/6 for aged
couples and 6/- for single aged persoms, and then to inflate the
total to correspond with the assumed 259%, increase in prices from
1938 to the hypothetical post-war level. The result is to establish
a scries of benefits based upon standard rates of 40/- a week for
a married couple and 24/- a week for a single person. The ~
minimum level for a weman is slightly less than for a man; a
reasonable minimum rate for the aged would be appreciably
lower—say, 37/- for a couple and 22/6 for an individual. The
Report takes the view, however, that it is hardly worth while
to differentiate between the benefit for a man and for a woman,
and that the aged should have a slightly more generous *‘mini-
mum” than those who are working, for their pensions must
provide for long-term needs whereas the unemployed and the
sick are able to postpone certain expenditure until they are at
work again. The benefits of the Beveridge Plan are therefore
uniform; they treat men and women equally; they provide the
same for pensioners as for those whose earnings are interrupted.
The cost of maintaining a child at post-war prices is estimated

‘at an average of g/- a week, of which it is assumed that 1/-
is covered by allowances in kind, such as free and cheap milk
and school meals, leaving a cash allowance of 8/- per child
for those on benefit. The general children’s allowance is at
an average of 8/- for every child after the first. These allow-
ances contain no rent element; the implication appears to be
that a large family should have the same rent as a childless
couple ! :

z
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These benefits!? may be compared with the present insurance
and assistance provisions, which are of course designed for the
present price level, some 5% te 109% above the Beveridge
post-war level.

Beveridge Present

Benefit. Provision.
Single man . . 24— Unemployment Insurance zo/-
Unemployment Assistance 2o0/6
Sickness Insurance * . 18-
Man, wife, g children 64/- Unemployment Insurance g41/—
Unemployment Assistance 51/6
Sickness Insurance * . 18/-

Widow, 2 children . 4o0/- Widow’s Pension * , . 18/,
Aged couple . . 40/~ OH Age Pension . . 20/
{ultimate} Supplementary Pension . g7/-

* These would be supplemented in case of need by the Public Almtancc Com-
mittees, whose rates in gencral are slightly below Assistance Board.

The present social insurance benefits are hopelessly inadequate ;
even the top assistance rates are appreciably below the minimum
standard. Contrary to the general belief, however, old age
pensioners are much more favourably treated than anybody
else. Pensioners who are receiving supplementary benefit are-
in fact on a basic needs standard or near it; no other group
of economically incapacitated are anywhcre near this level.
Families with children are particularly inadequately treated;
the Assistance Board makes allowances varying from 4/g for an
under-5 to 7/g for a boy of 14, and this is much better than the
unemployment insurance benefit of 4/- for each of the first two
childrén and g/- for each of the rest; but the real need as
measured by the Beveridge allowance is 8/-. It is a peculiar
commentary on the social values of our society that it treats
the aged best and the families with children worst.2 One of
the great merits of the Beveridge Plan is that it restores the

! The Fabian Socicty bencfit standard was fixed exclusive of rent and at current
prices. For the first three cases in the table, assuming rent at the Beveridge standard,
the Fabian scheme benefits work out at 26/6, 70/~ and 42/6G respectively ; they are
virtually the same as Beveridge when the dlﬂ'crcnt price level is taken into account.
The Fabian allowance for the aged, at 33/6, is appreciably less, for the Fabian scheme

contemplated paying benefit at a maintenance rate to nearly all the dged immediately,
whereas the full Beveridge pension does not come into operation for twenty years.
{Appendix, p. 445}

* So highly is age rcgarded, indeed, that in the spring of 1940, when the survival
of the British pcoplc literally depcndcd upon vigorous and far-reaching mobilisation
aof the natien’s resources, Parliament spent week after week in heated controversy
on a new Pensions Bill.
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~ balance of the social services, and throws the emphasis upon the
nceds of men and women under 45.

Only a small minority of workers who are earning receive less
income than the Beveridge standard, when their earnings are
credited with the general children’s allowances. The man who
is earning, however, has to pay contributions and will also have
some travelling expenses; broadly, the rates of wages which
would give him the same net income whether he was earning or
not would be as follows:

Single man or woman . . . 99/- a week
Married man . . . . 46/~ a week
Married man with children . . 54/- a week

If the contributions were reducded below the Beveridge level,
this balancing point would be correspondingly lower; if general
children’s allowance was given for the first child, the difference
between the man with children and the man with none would
disappear., On the other hand, there are other expenses than
those which are allowed for here which a man must incur if he
is to enjoy a reasonably comfortable livelihood.

How do these rates compare with the present wage structure?
The average earnings of men in the principal industries in July
1941 were gg/5 a week, equivalent on account of the extensive
‘working of overtime to an average weckly wage of about 82/6.1
Mining, agriculture, the railways, and certain other important
services were omitted from this census; the effect of including
them might be to reduce the average to about 8o/~ a week.
This means that the average family man would receive a weckly
wage about 509%, higher than the Beveridge standard. At the
lower end of the wage scale, however, there are wages near and
below the standard. About one-tenth of the men earned less
than 55/- a week;? perhaps one-twentieth earned less than 48/-
a week. It appears, therefore, that rather less than 59%, of the
childless married men and less than 109, of married men with

v Minisiry of Labour Gazette, December 1941, pp. 234-5. The level of wages in ihese
industries is stated as being 18% above October 1938, The Ministry of Labour
index of wvage rates increased by 23% from 1638 to July 1941. The wage level thus
correspands fairly well with the Beveridge price level, 25% above 1938.

* Little is known about the dispersion of wages round the average : this estimate
is based upon the London distribution in 1529, sumiarised by Bowley in Wages and
Income since 1860 (1937), p- 44- The implicit assumption is that wages in the country
as a whole in 194t were distributed round the average in much the same way as in
Loodon in 192g—a rather risky assumption.
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children earn such poor wages that their income would be as
great or even greater if they were unemployed on Beveridge
benefit. The average woman’s wage rate in the industries
covered above was probably about 40/- a week; this average
is no more than 40%, above the standard, and probably appreci-
ably more than 10%, of working women receive wages which are
no better than the Beveridge benefit. Women’s wages are on
the whole less adequate than men’s wages, if the parent’s position
is safeguarded by children’s allowances.
The Beveridge benefits accordingly are in reasonable balance
“with the wage structure. Over at least nine-tenths of the wage
range, wages plus family allowances provide incomes in excess
of the minimum standard. A small minority of workers are so
ill-paid that they would have better incomes when unemployed
than when working. This means that their wages must be
raised. We cannot tolerate poverty as a normal feature of a
man’s working life, The concept of the national minimum must
cover those who are working as well as those who are not. This
problem of very low wages must be tackled; the obvious method
. of doing it is by the enactment of a pational minimum wage,
possibly with regional variations to look after rent differences.
This would have to be supplemented, however, with an extension
of Trade Boards and of trade union organisation; the national
minimum wage is not itself enough to cope with the problem.

Tae Numser oF INcoMELESs PrOPLE

"The next stage is to determine how many people will be
without incomes in any year. It is a pity that the Report handles
this stage with such complexity; the complicated actuarial
calculations tend to obscure the very simple concepts which are
in fact involved. The process is in reality perfectly straight-
forward, but in the Report and in the Government Actuary’s
Appendix it appears as something of a mystery. Yet all that
has to be dorie is to estimate over a period of years how many
people will suffer from cach of the various contingencies against
which the scheme protects them. ‘

The calculation begins with the classification ! of the popula-
tion of Great Britain in mid-1944, divided between the six
Classes of the Report:

! Report, p. 104.
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CrassiFicATION OF PoPuLATION OF GREAT BRriTAWN, MID-1944

NuMeER: IN THOUSANDS.
Crass,
Men. Wormen. Total.
I. Wage- and Salary-carners . | 19.350* 4,750 | 18,100
1. Others gainfully occupied . | 2,150 450 | 2,600
I11. Housewives, including gamfully '

occupied . — 94501 9,450
IV. Other persons of workmg age . ! 1,000 1,300 | 2,300

V. Children under 15, or 15-16 at
school . 5,000 4,800 | 9,800

VI. Retired persons above worlung
age . " 1,200 3,550 4,750
Total . | 22,700 [ 24,300 | 47,000

-* Includes estimated 500,000 peace-time strength of armed forces.
t Includes 1,400,000 gainfully occupied housewives, of whom perhaps one-half
would register in Class I,

During the twenty years to 1965, the total population will
first grow and then fall to rather below its present level. The
number of children is expected to decline steadily; the number
of aged will certainly expand fast—by some 40%, between 1945
and 1965, according to the Registrar-General’s estimates. The
number of people of working age will decline slowly at first and
then much faster; in 1965 it will be nearly 6%, below the 1945
level.! This is the general demographic framework within which
the scheme must be operated. How many of this population
will need social security incomes each year?

Unemployment.—The Report assumes an average rate of 8%,
equivalent to an unemployment register of 1,500,000. From the
point of view of this calculation this figure is unnecessarily high.
The post-war rate of unemployment may be as high as this, or
perhaps even higher; if national and international economic
policy is handled sensibly, it should be less. But whatever the
level may be, the Social Security Budget need take account only

! The Registrar-General’s estimates for Great Britain (Report, para. 234) are
1945 1955 1965
{*ovoa)

("o00) (*o00)
Children under 15 . . . . . 9,310 8,740 8,020
Men 15-64, women 15-59 . . 31,480 31,130 29,760
Men 65 and over, women 6o and over . - 6240 74B0 8,810

47,030 47,350  4B,590
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of the inevitable unemployment. It must cover the short-term
unemployed—the people moving from job to job, the seasonally
unemployed, such remnants of casual labour as may remain
after the war. Tt must cover the structural unemployment which
is created when industries contract for technological and other
causes. Unemployment of these kinds will always exist in a
dynamic economic system; its extent is something over 5%—
say, 1,000,000 men and women. , All other unemployment is
“depression” unemployment, and is a sheer waste of national
resources. If it develops, the payment of unemployment benefits
unbalanced by Government revenue has definitely constructive
effects, for it enables mass purchasing power to be maintained
and so increases ~employment; such bencfits would pay for
themselves in bigger tax yields from the increased national
income. We should only plan our Budget to include inevitable
unemployment; there is no need to find revenue to balance
the cost of providing benefit for “depression” unemployed, for
their benefit is properly financed by borrowing. The Beveridge
figure of £110 millions a year is definitely higher than is necessary
by this criterion; it could be reduced by perhaps one-third, or
£35 millions, if inevitable unemployment is put at 59,

Disability. —The Report assumes a rate of disability one-eighth
higher than was recorded in National Health Insurance before
the war; this appears to be equivalent to an all-age average of
38% to 4% for men and 43% to 43% for women-—some 800,000
people would thus be receiving disability benefit at any given
time. This estimate is not too high; N.H.I. benefits have in
the past been so inadequatc—one-cighth of the men receiving
them at any time have to supplement them by applying for
Public Assistance '—that people have been literally unable to
afford to be ill and away from work. A slightly higher figure
would'not be unreasonable, although on the other hand it must
be remembered that a public medical control is likely to be
more effective than the present system both in preventing and
in curing illness. The Report estimates a cost of £57 millions
in 1945, which will rise as the working population gets older and
thus more frequently ill. This 1945 figure is somewhat smaller
than the “normal” under the Beveridge Plan, for the new
classes entering the scheme would not get benefit in respect of

1 Report, p. 244.
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chronic disability lasting more than one year until they had
paid three years’ contributions. Furthermore, the Plan itself
excludes the short illnesses of the self-employed, which would
probably cost an additional £2 millions a year. Finally, a
difficult problem arises in the treatment of existing chronic
cases; these must be linked with whatever old age plan is adopted,
for, as the Report points out, it is clearly anomalous to put a
married chronic invalid of 63 up from a present disablement
rate of 10/6 a week to full disability benefit of 40/- a week and
then when he is 65 to bring him down again to the level of
retirement pension in that year of 26/6 a week.! Some f10
millions could be saved in the first year if existing permanent
invalids were treated as being prematurely pensioned, and
given instead of the full disability benefit the pension which they
would be due to reccive when they retired. “This is of course only
a transitional point; if retirement pensions on a full maintenance
basis were introduced at once, it would not arise. For industrial
disability, the cost is estimated at £15 miilions a year in respect of
some 100,000 people on benefit at any given time,? rather more
than one-half of whom would be permanent industrial penstoners.

Old Age.—The number of aged people can be foreseen with
some precision. All the men who will be eligible for pension in
1965 were well past 35 at the outbreak of war, and the possible
changes in mortality rates are fairly well charted. The following-
table sets out the dimensions of the problem, with the figures
rounded to the nearest 25,000:

Numeer o AGep ProrLe
(Men, 65 and over; Women, 60 and over)

(Thousands) o
1945 1gos
Men: 65069 . . . g25 1,300
70 and over . . 1,150 1,650
Women: 6o to 69 . . 2,500 3,450
70 and over . . L6775 2,400

Total . . 6,250 8,800

! Report, para. 353. The extent to which the bulk of ill-health is concentrated
upon chronic cases is not generally recognised ; in Scotland in 1535-36, more than
half the total volume of incapacity was represented by ‘‘ chronic ™" cases—i.e. cases
in which iliness continued throughout the entire year. (Report on Incapacitating Sickness
A4n Scotland, 1935-36, published by Department of Health for Scotland, June 1937.)-
ch’ Rgdpm'!, P. 244, gives 1942 number as 100,000 ; this would not be substantially

Il
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Under the existing arrangements far State pensions and assistance,
pensions of some kind would be provided in 1945 for some
4,000,000, or rather less than two-thirds of the aged.! Some
3,625,000 would receive contributory pensions of 10/- a week,
payable to an insured man at 65 or an insured woman at 6o,
the insured man receiving 10/- for his wife if she is 60 or over.
About 375,000 men and women over 70 would receive non-
contributory pensions of 1o/- a weck on a means test basis. Of
these four million pensioners, possibly 1,500,000 would receive
supplementary pensions according to need. Broadly, therefore,
the position is that one-quarter of the aged receive pensions
which are supplemented to a maintenance level; another 40%,
receive contributory and “means” pensions at 1o/- a week but
do not receive further assistance; the remaining 35% have no
State pension at alt. A handful of the latter receive public
assistance, either in ipstitutions or in outdoor relief; a substantial
number are wives of men below pension age; the remainder—
well over 259, of the aged—depend entirely upon the provision
which they have made for themselves. Many of them are no
doubt in very difficult circumstances and are unwilling to apply
for non-contributory pension or, if they are under 70, for public
assistance. But they cannot even nearly all be regarded as being
in urgent need. A great many people do provide for their own
old age and are entirely independent of the State,

The Beveridge Plan for the aged is founded upon this fact.
The Plan rejects the idea of an immediate maintenance pension
for every aged person in favour of a steady widening of the scope
of the contributory pension scheme until it covers the whole
community, together with a gradual stepping up of the con-
tributory pension until in twenty years it becomes a maintenance
pension; in the meantime, those who need full maintenance get
it on assistance terms. The population is in effect divided into
three groups: those who are now eligible for contributory
pension or will be eligible for it; those who will become eligible
by the extension of the scheme to the whole population; those
who are now or will become aged who are not eligible for con-
tributory pension and either do or do not réquire assistance. In
the long run these groups will merge together—in 1975 there
will be very few aged without contributory pension at a full

} Thesefacts are derived from those given in the Report, paras. 233-255 and p. 244.
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maintenance rate. But in the transition period the three groups
are treated in three different ways.

The first is the present contributory class, which is nearly the
whole of the employed population. There are 19,000,000 people
of working age and their wives in this class. Their pension is
increased in 1945 from 10/- te 14/- (25/- for a married couple),
conditional upon retirement. It is then stepped up by 1/-
(1/6 joint) every two years, until the rate of 24/- (40/- joint) is
reached in 1965. All aged in this group receive the same pension
in the same year; a man who retires in 1955 gets 19/- and the
man who retired in 1945 would get 1g/- ih 1955. The new
pensioners and the old ascend the ladder together. The penston
is subject to an increase of 1/- (2/- joint) for every year for which
retirement is postponed. Existing pensioners continue at the
10/- rate until they retire. The immediate size of this group in
1945 would be the same as under the existing scheme—some
3,625,000 people would receive the pension, or 58%, of the aged
population. Their number would probably expand to over
five millions in 1965, but not all of these would then be
recciving pensions, for a significant proportion-would still be
working. .

The second group is the new contnbutory class, which consists
primarily of self-employed and unoccupied pcople but also
includes a number of employed persons who have hitherto been
excepted, such as civil servants. There are 3} million people of
working age in this group. There would be no pensions for this
class until 1955, when they would enter at the 14/- rate. This
would be stepped up at 1/- every year until the full 24/- rate was
reached at 1965, but this stepping up would not apply after a
man had retired—the man who retires at 1955 would receive
14/- for the rest of his life, but the man who retires at 1961 would
receive 20/-. The special increases for postponement apply
equally to this group. It is difficult to estimate the numbers, but
the number eligible for pension in 1965 might be more than
one million.

The third group is the remainder—the present aged who do
not have contributory pensions, the men of over 55 and the
women of over 50 in 1945 who would not have time to qualify
for new contributory pensions and so could contract out of
paying contributions, the people who for one reason or another
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are disqualified from contributory pension—such as the people
who are exempt from the whole scheme because they have no
income to pay contributions. These would if they needed it
receive assistance pension at a full maintenance rate. The
finances of the scheme provide for 400,000 full assistance pensions
in 1g65.1 The number of people in this group will be substantial
at the outset—though only a small minority need the assistance
pension—and will still be significant in 1965, but will gradually
disappear in the course of time.? In 1g7s, there will be very
few people still alive who were more than 55 years old in 1945;
the only people in this class would then be the people who had
failed to pay contributions, and as people pay contributions
whether working or not and would find it very difficult to avoid
paying them, the number would be very small indeed—certainly
not more than 5%, of the aged population.
The cost of the pensions on this basis works out as follows: 3

ANNUAL EXPENDITURE ON THE AGED

{£ millions)
Ex1sTING ScHEME. BzveripGe PLan,
1945 1945 | 1055 | 1965
Retirement pensions . . 94 126 , 190 [ goot
Assistance pensions . . 57 * 39 33 25
I51 165 | 223 | 325

* 10 millions “ means ”’ pensions, £47 millions supplementary pensions. .

t If there were no retirement condition and no special increase for postponement
of retirement, the cost would be £330 millions ; if the pensions of new contributory
classes were stepped up after vetirement, the cost would be £3t5 millions ; if the
pensions of the present contributory classes were pegged at the level at retirement,
the cost would be £270 millions. These modifications would have some effect in
1955 but hardly any in 1945-

The Plan as it stands represents very little additional expenditure
in 1945; the cost then rises as the pension is stepped up and as
the new contributory classes come in. This scheme has certain

! Report, p. 199. .

' In 1945, it would be about 35% of the aged population (58% in contributory
group with 7% wives of men below pension age) ; In 1965, over 20%, ; id 1975, not
more than 5%. Many of these, of course, would still be working.

3 Report, p. 197.
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advantages in that it secures immediate financial economies;
it also provides a breathing-space in which existing super-
annuation schemes can be adjusted; it provides free medical
treatment for all aged people, and it provides an adequate
pension on a uniform means test basis for those who require it.
It can hardly be said that this is inadequate; the right way to
adjust it, if adjustment is deemed necessary, is to speed up the
transition period.

Much depends upon the extent to which the aged remain at
work. In an ageing society it is obviously necessary that the
working life should be as long as possible ; we cannot contemplate
a state of affairs in which a diminishing number of workers must
maintain an expanding number of pensioners. In the relatively
narrow terms of the finance of the pensions plan, if nobody
continued work after retirement age, the cost of pensions in
1965 would be £330 millions instead of £300 millions, so that
for, the same outlay the pensions would have to be 109, lower,
The real loss would be much more than this, for the national
income would be lower and therefore the £300 millions figure
would be a bigger drain upon the community’s resources; the
Government Actuary takes into account the fact that people
continuing to work continue to pay contributions, but he does
not take into account the fact that if people continue to work
their incomes would be bigger than if they retired, that the
national income would be bigger, and that the proportion- -
ate demand upon it for social security benefits would be
much less. Failure to continue work to the extent foreseen
by the Government Actuary would seriously increase the
real cost of the Plan; on the other hand, a greater pro-
pensity to work by the aged would appreciably reduce the
total cost.

How many of the aged will remain at work? If the people in
the various age-groups showed the same propensity to work as
in 1931, about 409, of the aged population would still be at
work—this of course includes wives of 60 and over whose husbands
are still working,! This proportion is perhaps unrealistically

! GCensus for 1931 gives 654% of men 65-69 gainfully occupied, 33-4% of men of
70 and aver ; 16-4% of women 60-64, and 8:2% of women 65 and over; 70%
of men 65-69 are married, and 55% of men of 70 and over, and an allowance

must be added for women 60 and over who are married to men below pension
age,
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high; people record themselves in the Cecnsus returns as
“occupied” when in fact they are not. Also, the standard of
living has increased very considerably since 1931, and ,as the
standard of living rises, people tend to retire earlier. The
Government Actuary estimates that just before the war only
one-third of the male contributory pensioners were working;!
whereas the over-all proportion for men recorded in the Census
was nearly one-half. He considers that the introduction of
retirement pensions will certainly reduce the propensity to
work —this is incontrovertible -—and on his assumptions it
seems " that the proportion of male contributory pensioners
who will be working will fall from one-third to one-quarter.
The gradual introduction of pensions for the self-employed
will in general cause them to retire carlier; the Govern-
ment Actuary estimates that self-employed men will retire at
70—so that about 45% of the aged in this group will suli
be working. On the whole, it is probably reasonable to fore-
cast that one-quarter of the aged population will be working
and three-quarters retired; unless special measures are taken,
the proportion at work will fall as the years pass and the
pensions are stepped up and new classes become eligible for
them.

The Fabian Society suggested * that people could effectively
be induced to remain at work by the payment of 10/- a week
at 65 {(or 60 for women) to all aged, followed by a retirement
pension on a maintenance basis when they ceased work. A
great many people give up work because their earning power is
impaired by age—their speed is less, they may have more illness,
and so on. A payment of this kind would tend to right this
difficulty; it would certainly be a more effective inducement
than the Beveridge increment of pension of 1/- a week for every
year of postponement of retirement.

We can now give a rough indication of the cost of alternative
proposals. The following table sets out some possibilities: the
existing scheme, the Beveridge Plan and some variants upon it,
the Fabian Plan, and more grandiose plans, culminating in the

1 Report, p. 197. 55%, of male contibutors remained at work at 65, the proportion
falling to 124% remaining at work after 75. The Government Actuary expects
that 50% will retire at 65, 25% between 65 and 70, and the rest between 70

and 75.
* Appendix, p. 433
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National Federation of Old Age Pensions Associations’ demand
for 30/- a week at 6o. . :

ALTERNATIVE PENsions PLANs

AnnuaL ExpenmiTuRe,
(£ millions)
1945 1965
A. Existing Scheme . . . . 151 210
B, Beveridge Plan and variants:
The Plan itself . 165 325
The Plan without retirement condition 170 385
The Plan set forward ten years * . 200
€. Fabian Plan: lower retirement pension
for all retired aged, plus 10/- weekly
for working aged:
(i) One-third working . . . 235 330
(ii) One-sixth working . . . 260 370
D. Universal Pensions at once:
Beveridge pension for all retired aged . 280 390
Beveridge pension for all men at 6 5
and women at 6o . . 335 470
~  g30/- a week for all aged at 6o . . 580 820

* Rate for present contributory classes increased to 19/~ single and 32/6 joint in
1945 ; other classes brought in immediately at 14/- and 25/~ joint ; full pension
rates reached by 1955 instead of 1965,

t Retirement pension for all aged people of 15/~ single and 25/~ joint plus rent ;
10/— weekly to working aged. . i

L 4

It is clear from this table that pensions for all aged people,
contributory or not, are very expensive indeed. The Fabian
pension is a bare minimum maintenance pension, and is linked
with very attractive help for those who remain in work. But
even if the aged showed their pre-war propensity to work, the
Fabian scheme would cost £235 millions in 1945, compared
with the Beveridge Plan at f165 millions or a speeded-up
Beveridge cost of some f200 millions. The Beveridge Plan
suffers from the defect that it fails to provide pensions on a
maintenance level for the first years ¢f operation, except for
those who prove need, and indeed in the initial stages imposes
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a retirement condition for rccclpt of a pension which is only
three-fifths of a maintenance pension. The Fabian Plan would
provide maintenance pensions—albeit on a slim basis—for many
who did not need them and had made perfectly adequate
provision for themselves. This dilemma is inescapable. It
would probably be best to link the schemes together, by speeding
up the Beveridge transition and by giving a small payment to
those who remain in work instead of giving them additional
pension rights. But the extent to which this can be done depends
upon the financial position; the provision of more genmerous
pensions in 1945 should certainly rank behind the claims of other
social security benefits and indeed of other social services such
as education.

Housewives’ Benefits.—The chief provision is against widowhood.
About 75,000 women are widowed under the age of 6o every
year; widow’s benefit of 36/- a week for thirteen weeks would
cost £2 millions. There are some 300,000 widows with dependent
children; guardian benefit at the inadequate rate of 24/- a week
would cost £19 millions a year. The continuation of the existing
10/- widow’s pension to about 300,000 existing widows without
dependent children would cost about £8 millions in 1945, and
would gradually fall as these widows reached the age of 60 and
passed to retirement pension. There would be some 200,000
widows under 6o without dependants who would be receiving
no benefit at all; only a very small proportion would need State
support.! The cost of these benefits is £2g9 millions, falling to
L21 millions in 1965 The marriage grant, for 400,000 marriages
a year at ,g 10 maximum each, would cost £3 millions a year,
but less at the outset, for it would take women some time to build
up the necessary contr1but10ns~—forty for each £1 granted, and
only a proportion would ever get the maximum; the cost is so
small and the advantage in encouraging marriage so useful that
a rather more generous grant might be given. The maternity
grant of £4 for each of 700,000 births a year would cost £2-8
millions; this grant is inadequate and we suggest £10, costing

! Of the 810,000 widows under 6o in 1942, 440,000 were receiving widows’
pensions, and 370,000 recciving nonc.  OF the former, 5:3% were receiving public
assistance, of the latter, 23%. There is certainly a great deal of poverty untouched
by pubhc assistance, but the proportion for the pensionless docs suggest that the

bulk of widows in the class ineligible for widew’s pension are in fact fairly provided
for. (Report, p. 244.)
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47 millions; the maternity benefit of 36/- a week for thirteen
weeks for gainfully occupied mothers would, for some 180,000
a year, cost just over £4 millions, making £47 millions or L11
millions according to the size of the maternity grant.

Funeral Grani.—The allowance of £20 on the death of adults,
with a lower rate for children, would cost £11 inillions in a full
year; there are roughly 600,000 deaths a year. At the outset
of the scheme, more than half the deaths would be excluded—
persons over 60 not being covered—and the cost would be £4
millions, rising to £12 millions a year in 1965,

National Assistance.—The Report puts the annual cost of the
residual public assistance at £5 millions; this is necessary to
cope with all sorts of contingencies which cannot be brought into
a uniform pattern,

Administration.—The Report includes a total cost for administra-
tion of £24 millions a year—£18 millions for the insurances,
49 millions for assistance, and £3 millions for children’s allow-
ances. This represents about 4}% on the total benefits paid,
falling to 34% by 1965. This may be compared with existing
cost to contribution ratios—much the same as cost to benefit
ratios—of g-39, for unemployment insurance, 16-9%, for health
insurance, 2-5% for contributory pensions and with industrial
assurance cost ratios of 35%.1 For unemployment assistance the
ratio of costs to allowances pmd is 12-8%,.2 There is a notable
saving of administrative cost in an all-in scheme with no means
test; in fact, the total cost of running a comprehensive plan is
little more than that of the present system.

Children’s Allowances.—The principles of children’s allowances
were dealt with in the previous chapter. Here we are concerned
with the statistical basis of the choice between policies. There
are three broad alternatives: (4) to pay an allowance for every
child, (B) to pay stepped-up allowance for each child afier the
first, and (C), following the Report, to pay a flat rate allowance
for cach child after the first. The following table sets these out;
it covers all children under 16, and it assumes that every child
of an unemployed or sick parent gets 8/- a week:

* Report, pp. 277-86.
* 1938 Report of Unemployment Assistanice Board, p. 53.
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CHILDREN'S ALLOWANCES

ALTERNATIVE A. | ALTERNATIVE B. | AvTEmNaTive C.

Total
No. of
chﬂgren P P Annual P
unaer exr Ann eT 1 er
16. cha | Anmual | S | Cceet. | chig | Anmuad

m) | hek | Um) | week | UM | ek | (6m)

First Child . . 55 6/~ 90 — 18 — 18
Second Child . . 2:8 6/~ 46 27— 52 8/~ 58
Third Child . . 1-2 24— 22 8/~ 25 8/- 25
Fourth Childand over | 1-0 8/~ 21 g/~ 24 8/~ 2t
Total under 16 . | 105 179 11g 122%

* The Beveridge figures cover children under 15 and those of 15 still at school ;
itis £110 m., or £208 m. if the first child is included. (Report, p. 202.)

There is very little difference in total cost between an ascending
scale, such as Alternative B, and the flat rate proposed in the
Report. The Beveridge figure of 8/- a week is an average of
different rates for different ages, according to the needs of children
of different ages and the allowances in kind available to them;
this could hardly be linked with an ascending scale. On the
whole, the ascending scale is preferable, because it actively
stimulates population and is more simple for the parent to
understand.

The most difficult financial peint about children’s allowances
is their relation to income tax. The Report says very little about
this, but at present rates of income tax it is of tremendous
significance. Parents receive an allowance in their income tax
assessments of £50 a child; to a person who is paying the standard
rate of tax, this is equivalent to a children’s allowance of 10/-
a week per child. If children’s allowances were introduced
universally, it would clearly be less necessary to continue to give
this income tax relief; it would be reasonable to allow parents
the choice between receiving tax relief or receiving the children’s
allowance direct. There could thus be very considerable savings
to the Exchequer to balance the cost of the children’s allowances.

At the present admittedly abnormal levels of taxation, these
savings to the Exchequer could be very large indeed. Tax relief
to.the effective amount of 6/- per child or more is being given
in respect of 609, of the first children, 409, of the second children,
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209, of the third children, and 59, of the fourth and subsequent
children. This means that if each parent was given a choice
between children’s allowances as in Alternative 4 and his
present tax relief, the parents of some 409, of the children would
lose on on¢ what they gained on the other, and would thus be .
no better off; allowances would have to be paid in respect of
only 609, of the children; the net cost to the Exchequer of
Alternative 4 (which covers every child) would be only £105
millions instead of £179 millions.! If Alternatives B or C were
adopted, the corresponding saving would be much less—the
net cost of either scheme would be about £95 millions instead
of £120 millions. The singular fact is that the net'cost of pro-
viding allowances for every child is at present tax rates very
little more than that of providing for children after the first!?2
And this arrangement of providing a choice between the allowance
and tax relief does mean that the extra expenditure goes where
it does most good—to the parents with large families and incomes
of less than £500 a year and to parents with small families and
incomes below £250. The position of the higher-income families
remains unchanged.

It seems at first sight, therefore, that we could adopt Alternative
A and link it with tax relief. This would be administratively
practicable, as the Chancellor admitted in his White Paper, and
it would yield the right sort of social result. At the same time,
however, the spectacularly low net cost would be only transitory;
as the abnormally heavy burden of taxation was lifted from the
lower middle incomes, additional expenditure would be incurred
in providing children’s allowances for the people who were no
longer receiving tax relief. At the pre-war tax rates, indeed, the
net cost of Alternative 4 would be about £150 millions—only
some £ 30 millions less than the gross cost. In view of this fact,
it may be best to keep the children’s allowance formally separate
from the tax relief and to treat the latter on its merits; even
with children’s allowances, the bachelor or the childless couple
would certainly have a greater ability to pay taxation than a

! These figures of net cost are consistent with those given by the Treasury in the
White Paper on Family Allowances, 1942, Cmd. 6354.

* The rcason for this is that Alternatives B and C provide bigger allowances for
the second and subsequent children than Alternative 4, and if B and C were adopted
provision must still be made for the first children of incomeless parents—about one-
sixth of all first children.

2A

*
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couple with children. On balance, Alternative 4 would probably
still be preferable. But provision for the first child is not a matter
of urgent social priority, and Alternatives B or C-—preferably
the former—would be adequate.

Public Health Service.—The cost of the comprehensive health
and rehabilitation service is difficult to foresee. The most recent
analysis of the cost of the nation’s medical services is that of
Medical Planning Research, which gives the following picture

~ for 1938-39 :1

Cost oF MebicaL Seavices, 1938-39

(4 millions)
Public. | Private. Total.
Hospitals and other health services . | 52 (4) | 23 (§) 75
Doctors’ fees and salaries, . .| 10| 38 48
Dentists and masseurs . . . 3 9 12
Dispensed medicines . . . 2 3 5
Toal . ., 67 73 140 -

(a) Hospitals, £11-7 m.; mental hospitals, £14-5 m.; tuberculosis,
venereal disease, maternity and child welfare, schocl medical
services, £ 143 m.; poor law medical service, £8 m, ,

(b) Hospitals, £17 m.; convalescent homes, £2-2 m.; district and
other nurses, £2 m.

(¢) N.H.1. payments, plus salaries of doctors employed in pubhc
service, apart from those paid by hospitals.

The pre-war cost . of the medical services was thus about
£ 140 millions, excluding the expenditure upon patent medicines,
which was at least £20 millions a year. The total cost was
roughly equally divided between public and private provision.
In addition, the whole of the preventive services, such as noti-
fication of disease, and the whole of the contributory environ-
mental services, such as sewage disposal, are publicly provided.
During the war, the public sector has expanded; the Beveridge

1 Interim General Report of Medical Planning Research, issued as a supplement to
The Lancet, November 21, 1942. The most complete review, for a somewhat earlier
period, is that of P, E. P. , published in The British Health Services, pp. 387-93.
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Report estimates the post-war public provision on the basis of
existing services at £79 millions, compared with the pre-war
figure of £67 millions.

This gives little indication of the cost of a comprehensive
public medical service. Dr. Stark Murray works on the basis
of the pre-war cost of £140 millions, excluding the new building
of hospitals and health centres which. would be required.
Medical Planning Research gives a comparable figure of £170
millions; the main difference is provision by Medical Planning
Research for a considerable increase in nurses’ pay and in the
scope of nursing services generally. There is general agreement
between these two authorities that there would be great adminis-
trative economies in a national medical service, and that the
nation could get more and better medical service at the same
real cost. Sir William Beveridge, after consultation with the
Ministry of Health, has adopted a figure of £170 millions,?
which represents an increase of about one-fifth on the pre-war
total cost, and does not appear to be unreasonable in relation to
other estimates. It would be necessary to provide a substantial
building programme in addition; there will be resources for this
when the immediate work of emergency house-building is
completed.

The Report’s estimate of £170 millions a year may be on the
high side. There would be no cause for concern, however, if it
proved too low. In every sense of the word, we can afford a
great expansion of the health services. Not enough of the nation’s
resources are being devoted to this purpose. There are at any
time some 800,000 people who cannot work because they are
ill. Each of these people when working would make a contribution
to the national income of at least £300 a year. If by so doing
we could reduce the amount of illness by one-half, it would be
worth while on a purely economic basis to spend an additional
4120 millions a year on the provision of health services—that
is, to increase the existing expenditure, public and private, by
two-thirds. Public money spent on health services, like public
money spent on education, literaily pays for itself in increased
national income. Intensified investment of national resources in
health would yield a more than adequate return.

4 Dr. Stark Murray, Health for All.
! Report, pp. 201, 204.



372 SOCIAL SECURITY

’

Tue Cost or SociaL SECURITY

The third stage is to draw up the “liability” side of the Social
Security Budget. This is a matter of collating the results arrived
at with the corresponding prospective figures for 1945 on the
cxisting cash benefit provisions, and with the Report’s forecasts
for 1g65.

EXPENDITURE UNDER THE BEVERIDGE PLAN

No. oF Aoy %EQ'EH-
CLARIE; AT any TiwE oy Annust EXPENDITURE.
[
145 Dg\eﬁgﬂ?f) .Adu.lt (£ milllons)
(milliops)
Full Main- | (y¢her Benefits Scrvic; Beveridge Plan.
tenance and Grants.
Bencfts. 1945 1945 1945
Unemployment . - 2°t — B4 110 107
Disability . . 't - 27 57 n
Industrial D:sabxllty . o2 — 13 15 15
Widows' Pensions
{under 60) . . o3 03 t2 29 21
Old Age Pensions . — 361 151 165 325
Maternity Grant and
Benefit . . 00§ o7 3 7 6 >
Marriage Grant . — o4 — 1 3
Funera] Grant . — o3 — 4 12
Children’s Allowances 59 1 110 100
National Assistance — — 15 5 5
Adminisiration . — — 20 24 23
Health Services . . — — 79 150 170
375 39 benefits | 415 697 858
I-4 grants

* This is the number receiving benefits at any given time in 1945 under the
Beveridge Plan. The full maintenance beneficiaries receive benefits at the full
Beveridge benefit rate ; the numbers in the second column refer to benefits, such as
the Old Age contribulory pensions, which are not enough for full maintenance, and
grants, such as the marnage grant, paid during the entire year,

t Contributary pensions only ; some of these are actually supplemented to a full
maintenance basis, and assistance pensions are given to people who are not eligible
for contributory pension and are in need.

In its initial stages the Beveridge Plan will provide full main-
tenance at any moment for 3} million adults of working age;
it will provide children’s allowances at a maintenance rate for -
half the pation’s children; it will give contributory pensions for
nearly 4 million aged and widows, and will provide supple-
mentation and assistance pensions for these and others of the
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6} million aged who may need them; it will provide miscel-
Ianeous grants which will be received by about 14 million people
a year; it will give everybody a comprehensive and free medical
service. The total expenditure in 1945 is estimated at 697
millions, compared with the prospective expenditure of £415
millions on the present services. The £6g7 millions figure may be
on the high side. If only the inevitable unemployment were in-
cluded, there would be a saving of some £35 millions; there
is a possible saving of £10 millions in the benefits for permanent
disability ; a credit of some £10-15 millions could be ailowed in
the children’s allowance figure in respect of savings in tax relief—
it is perfectly casy, indeed, to pare the figure by £50 millions.
Within the £697 millions framework, there is some scope for cor-,
recting certain inadequate benefits and for speeding up the old age
transition, The increased cost in 1945 is mainly the result of the
introduction of children’s allowances and the comprehensive health
scheme; these account for £igo millions of the increase of £282
millions—just over two-thirds. Of the rest, the increased expendi-
ture upon disability is the most significant; there is very little in-
crease in payments to the aged in 1945—the increase in contribu-
tory pensions is almost entirely offset by the reduced charges for
non-contributory and supplementary pensions. In the following
twenty years, however, the expansion in the total expenditure
from £697 millions to £858 millions is entirely accounted for
by the increased payments to the aged as the weekly benefits
are stepped up and the new classes of contributor become eligible
for benefit. ‘The whole financial picture emphasises the under-
lying philosophy of the Bcverldge Plan, which is to provide full
maintenance and constructive allowances for the popu]at:on of
working age immediately after the end of the war, and to improve
the conditions of the aged more gradually as the na.tion'al income
develops in the post-war yecars.

TaE DISTRIBUTION OF THE BURDEN

This expenditure represents a burden upon the community.
It is not a question of ““cost” in the old-fashioned language of
pre-war Budgets. It is rather the real cost in the sense of the
effect upon the whole national economy of changing the flow
of goods and services so that a substantially larger share goes to
the aged, the unemployed, the sick and the other beneficiaries
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of the scheme. There are some folk who say that the nation
“will not be able to afford” expansion of the social services
because of the cost of the war; others will say that as the nation
can spend fifteen million pounds a day on the war for month
after month without any dire financial effects, the benefits which
it can afford are practically unlimited. Both arguments are out
of date; they are in artificial terms of money cost instead of
in real economic terms. We should have learnt from the war
that we must look behind the money fagade. If the incomeless
are to receive a bigger share of the nation’s output, those who
are in work and are receiving purchasing power in wages and
profits must receive less. If there is unemployment in excess of
the unavoidable minimum, of course, this is not precisely true,
for social security payments to the uncmployed would increase
the national income by setting the unemployed resources to
work. But we are assuming a high level of employment, and in
that case there is clearly a limit to the extent to which people are
ready to transfer their purchasing power to the economically
incapacitated. The people will not accept more than a certain
amount of taxation, and this applies equally to the wage-earner
and to the well-to-do; if the worker’s effective purchasing power
is cut by taxation or by excessive contributions more than he
thinks is justified, he will resist the scheme. The essence of
political economy is to find the size of the transfer which will
both right the social ill and secure common consent.

The most straightforward criterion of what the nation “can
afford” is the proportion which the expenditure bears to the
national income. The table on p. 377 compares the social security
payments in the last thirty years with the national income. This
proportion grew from 1}% Just before the last war to 33%, in
the middle of the ’twenties, to 639, in the depression, and to
51% in 1938. To link this up with the Beveridge Plan we have
to assume a post-war national income; the 1945 level is taken
to be 40%, above that of 1938, the result of a 259% increase in
prices and also of a larger working population with less unemploy-
ment; the national income per head, it is assumed, will then
increase at the annual rate of 139, which was actually achieved
in the period between the wars! The proportions then appear
as follows: '

! See above, p. 328 ¢ seq., for a full examination of these assumptions.
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ProroirTioON oF NATIONAL INcOME

Total Social Security Cost
Cash Bencfits. |  including Health Services
(%) and Administration.
(%)
1938 . 53 71
1945 - . 7-8 10'7
1904 . . 78 1007

In the broadest terms, the 1945 expenditure contemplated in
the Beveridge Plan is about 509 higher in relation to the national
income than that of 1938. In the twenty-year period following
the war, the national income may be expected to rise fast enough
to absorb very comfortably the increased cost of the Beveridge
pension scheme.

The forward step from 1938 to 1945 is not nearly so spectacular
even as appears in these figures. Before the war, private
expenditure upon medical treatment, medicines, voluntary
hospitals and other provision against ill-health was of the order
of 29, of the national income. The annual payments of industrial
assurance premiums were about 13% of the national income.
There was substantial further voluntary provision against con-
tingencies which are covered in the Beveridge Plan. Much of
the additional proportion of the national income devoted to
these public purposes is thus simply a change in the channel
by which provision is made.! From the point of view of allocation
of national resources, it is immaterial whether each citizen pays
£1 a year for a private doctor or whether he pays £1 a year to
the Government and the Government pays the doctor. There is
no doubt, of course, that considerable voluntary provision will
continue; not all the extra public expenditure envisaged in the
Plan will be a simple replacement of existing private expenditure
for the same purposes. But these percentages show perfectly
clearly that the proportion of the national resources which is
allocated to provision against these contingencies will not increase

' More services will be available for the same real cost ; the most striking example
is the tremendous gain to the public from the replacement of industrial assurance, with
a cost ratic of §7% by funeral benefit with a cost ratio of certainly less than 5%,.
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to nearly the same extent as the table suggests. The increase
from 1938 to 1945 may be, say, from 119, (7% public plus 4%
private) to 139 (10% public plus 2}9%, private). But it will
not be much more than that. The bulk of the expansion will
be a re-channelling of existing private provision. In these real
terms, the Beveridge Plan looks very conservative indeed; the
nation could probably afford an even more far-reaching plan.
There can clearly be no serious financial difficulty in operating
a scheme of this scale. (See p. 377.)

The financial problem is simply one of diverting the required
amount of current purchasing power from individuals into the
common pool from which social security grants and benefits
- are paid. This is, of course, done partly by levying contributions
and partly by the ordinary instruments of taxation and borrowing.
The realities of this process are unnecessarily obscured by an
unsound analogy with private insurance; the financial structure
of social insurance is framed on the implicit assumption that the
State for these purposes is a mammoth-size Prudential. Insured
persons’ contributions and contributions from their employers
are paid into an autonomous fund, and are matched by con-
tributions from the Treasury; the moneys in the fund are
invested in Government securities to yield an “income” to the
fund; there is a periodical actuarial review to determine whether
there is a “surplus” or a “deficit,” after which contributions and
benefits are raised or lowered accordingly. There are good
historical reasons why social insurance is financed in this way,
but they should not be allowed to cloud the fact that the whole
apparatus is nothing more than a fiction and has no real logical
content. The pattern of social insurance is as different from
private insurance as could be. Private insurance is a contract
between two financially independent units—the client and the
company. The client pays his premiums, which are based upon
the actuarial risk and the rate of interest which the company
can carn on its investments; the company’s only financial
resources are its premium and investment incomes. The State,
on the other hand, has unlimited financial resources. Each year
it pays from the social security pool what is required to meet
the benefits, and it can in reality collect no more and no less from
contributions, taxation and borrowing. If it collects more in
order to build a fund against future expanded commitments,



Sociar Security CasH Benerrrs aNp NavionaL IncoME: 1913 To 1965

(£ millions)
, PavumenTs UNDER Social INSURANGE AND

ASSISTANCE SCHEMES. BevERIDOE PLAN.

1914-15 | 1926-27 | 1931-32 | 1938-39 1945 1965
Unemployment . . . . . 04 50 111 go 110 107
Sickness . . . . . . . 80 20 19 19 64 77
Workmen’s Compensation . . . . 35 6 6 7 15 15
Old Age and Widowhood . . . . 100 38 76 94 194 . 346
Public Assistance (out-relief) . . . . 32 28 16 26 5 5
Marriage and Funeral Grant . . . . — — — —_ 5 15
Children’s Allowances . . . . . — — — — 110 100
Cash Benefits . . . . . .1 251 142 228 236 503 | 665
Health Services . . . . S A 65 170 170
Administration . . . . . 19 24 23
Total Cost * .. 320 697 858

Net National Income {(calendar years) + . .| 2,150 | 3,850 | 3,520 | 4,595 | 6,500 | 8,500

{Cost of Living, 1938=100} . . . . {64) {110) (94) (roo) {125) (125)
Cash Benefits as %, of Net National Income . 12 37 65 53 7'8 78
Total Cost as %, of Net National Income . . 71 107 1071

* Beveridge Report, pp. 104 and 214. The Workmen’s Compensation for 1914-39 is for seven industries only ; the full 1938
figure was £13m, ; this is picked up in the percentages for 1938,

T Net national income at factor cost in these years; relative prices shown by Ministry of Labour cost of living index.
1g38 national income is official estimate in Cmd. 6447 ; 1926 and 1931 from Studies in National Income, 1924-38, edited by Bowley, p. 81,
adjusted 1o accord with Cmd. 6347 definitions ; 1913 from Clark, National Income and Qutlay, p. 232, adjusted for definition, 1945
national income assumed to be 40% above 1938, resulting from 259%, price increase, 3%, increase in working population, reduction in
unemployment from 124% to 5%. From 1945 to 1965 it is assumed that income per head rises at pre-war rate of 14% per annum:
Bowley, op. dit. p. 193. .

ONIGATIASNOH ALTANDAES "TviDOb
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all it can do with the fund is to invest it in Government securities
—uponwhichincidentallyitfixes the interest rate. The fund is thus
nothing more than a collection of the Government’s own promises
to pay; when the time comes to meet these commitments, the
amount of money which the State has to raise from taxation or
borrowing is precisely the same as it would have been if there
had been no fund at all. For example, suppose the pool must
pay out £15 millions a week, and workers’ and employers’
contributions provide £5 millions a week. The State must
then provide £1o millions a week, either by taxation or by
selling Government securities. If there were a fund, the interest
on which yielded £3 millions a week, the State would still have
to provide {10 millions a week, for the £¢ millions interest on
the Government securities held by the fund is paid by the State,
In other words, the State must operate on a pay-as-you-go basis.
It has no alternative. It cannot set aside reserves for future
contingencies, for the reserve can be only in the form of Govern-
ment securities. So the process of the fund degenerates into mere
book-keeping ; indeed, its only purpose is to segregate the financial
operations of the State from one another and to render much
more difficult the task of getting a consolidated statement of the
State’s incomings and outgoings.

A strong casc can nevertheless be made for operating the
social security pool through a fund. It lends an aura of com-
mercial respectability and actuarial rectitude to the Plan—a
political consideration of some importance. The segregation
from the rest of the national finances may reduce political
pressures to increase the benefits in times of boom and decrease
them in times of slump, and so may enable the Government to
follow a more sensible economic policy than it could do if the
scheme were financed as part of the Budget. These are advan-
tages which cannot be ignored. But the big disadvantage is that
the quasi-insurance structure encourages a certain obscurantism

,in public finance, and hinders the vitally important work of
public education in these matters. Public controversy thus
tends to rage round non-essentials and to miss the main points;
at best this means that sensible policies have to be carried out in
spite of public opinion rather than because of it; at worst it
may lead to awful misconceptions based upon the analogy with
private insurance such as those of the May Report in the summer



SOCIAL SECURITY HOUSEKEEPING 379

of 1931,! and the subsequent legislation of the National Govern-
ment—misconceptions which, as almost every economist would
now agree, intensified the depression and caused altogether
unnecessary suffering. On balance, it is probably best to call
things by their Fight names and abandon the analogy with private
insurance; now that economic knowledge is reaching the stage
at which it can fruitfully be applied to public affairs, it is on the
whole best to conduct the financial operations of the State with
the utmost clarity and simplicity so that the maximum public
understanding and the minimum technical mystery is achieved.
It may be necessary for traditional reasons to have a Social
Insurance Fund, but it must be made quite clear that the whole
idea of the surpluses and deficits in the fund is artificial and is
simply paper book-keeping.

Provided that the contributory principle is kept in the right
setting, however, it is not only unobjectionable but also positively
desirable. The evidence submitted to the Beveridge Committee
revealed an overwhelming body of public support for specific
contributions—although it must be remembered that the views
expressed by such organisations as the Trades Union Congress
General Council and the National Conference of Friendly
Societies, to which the Report gives great weight on this question,
can hardly be taken as evidence of the views of men and women
of under g5, whose whole approach to social questions may be
undergoing far-reaching change in the Services. The payment
of contributions is certainly a convenient administrative machinery
for determining who is entitled to which benefits, and it is a
convenient and accepted means of diverting purchasing power
to the State. Furthermore, it is something of a check upon
irresponsible demands. We can therefore accept the contributory
principle, subject to the condition that the contributions are low
enough to enable them to be paid by every citizen without
-undue hardship and that benefits are paid for the whole period
of loss of earning power, irrespective of the number of con-
tributions made. In other words, the contributory principle is

! Sir George May, Chairman of the May Committee on National Expenditure,
was associated with the Prudential ; it was natural that the Government should call
in a man of his experience, for it believed that unemployment insurance was funda-
mentally analogous to private insurance ; it was incvitable that he should in those
circumstances treat the problem in the same way as he would have treated a bankrupt
insurance company.
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a great advantage if it is conceived as a registration payment
conveying the title to benefit; it is pernicious if the contribution
is regarded as being mathematically linked to the benefit. In
the latter case, indeed, the ‘“‘ninepence for fourpence’ fallacy
appears; the essential truth that everybody contributes in two
ways—as an insured person paying a flat rate contribution and
as a member of the community paying direct and indirect
taxation—is- lost;, people are deluded into thinking that their
contributions pay for their benefits and thus they fail to under-
stand why they are being taxed. As the scope of social insurance
is spread to cover the whole population, the distinction between
the “insured person™ and the “community” vanishes; for the
community as a whole the cost is not “one shilling for three-
pence” but “one shilling for a shilling,” and people must be made
to understand this. The relative proportion of the cost to be
met from specific contributions or from taxation is purely a
matter of fiscal technique; provided that the contribution is
large enough to be an adequate registration payment—that is,
large enough to represent some effort on the part of the con-
tributor and to check artificial claims to benefit—no high principle
is involved.

In the Beveridge Plan—and indeed in all social insurance
schemes—the relation between the rate of contribution and the
rate of benefit is entirely arbitrary. In order to earn the benefits
which he would expect to receive during his whole lifetime, an
entrant into the scheme at the age of 16 would have to pay a
weekly contribution of 103-2d. for the whole of his working life
from the age of 21, and somewhat smaller contributions between
the ages of 16 and 21.! Even this is to some extent arbitrary;
it assumes a rate of interest on the fund of 39,—i.e. that the
State lends itself money at 39,; it excludes the cost of medical
benefit and of children’s allowances; it assumes that men pay
for widow’s benefit and women pay for marriage benefit, and it
makes a number of other assumptions of this kind. It is then
assumed that the State shall pay one-third of the cost of unemploy-
ment benefit and one-sixth of the cost of the other insurance
benefits, except for marriage and funeral grant. When this is
taken into account, the necessary contribution proves to be
79-7d. per week. It is then decided that nearly one-quarter of

! Report, pp. 188+9.
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the cost of the health services should be charged to the contri-
bution, which requires an extra 1od. a week, making 8g-7d. a
week in all. The contribution for an employed man is thus put
at god. a weck; it is assumed that the employer’s contribution
will look after one-half of all the insurance contributions except
maternity and burial and marriage and will look after 159, of
the contribution for the health service. The conclusion is thus
reached that the employed man must pay 4/3 a weck and that
the employer’s contribution is 3/3 a week.! The calculation
bristles with assumptions and arbitrary determinations. Lastly,
it is provided that the State stands the loss which is involved in
admitting virtually the whole of the population over the age of 16
at the full rate of benefit although they have not paid contributions
from the age of 16 to the present time. There is no actuarial
virtue in these calculations; if one decided that the contribution
should be 2/- or 10/~ a week, one could go through precisely the
same computation making the appropriate assumptions which
would yield a result of precisely the same validity. If we assumed,
for example, that the State should pay three-quarters of the
unemployment benefit, one-half of the disability benefit, one-third
of the pensions and all the maternity benefit, that the remaining
cost, except in the case of funeral benefit, be divided equally
between worker’s and employer’s contributions, and that the
insured person should pay one-tenth of the cost of the medical
service, the necessary contribution from the insured person
would be 2/6 a week and from the employer 2/-. We could then
provide, as the Government Actuary does, that the State should
stand the loss on all the present popula.tion who will not have
contributed on this scale since they were 16, This complicated
apparatus, indeed, really means nothing at all; it means even
less when we remember that the employer does not in fact pay
the employer’s contribution but passes it on to the community
of insured persons in increased prices, and that the mass of
insured persons also pay the State’s contribution, In actual fact,
the contributions are fixed, just the same as any other tax,
according to what the insured person can afford and is willing
to pay.

The Beveridge contributions thus have no intrinsic merit;
they are no more linked to the actual benefits paid than would

i Report, pp. 152, 227.
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be contributions of half the size or half as large again. They
must be considered purely in relation to taxation policy and in
relation to what people can afford. In principle, the insured
person’s contribution must be large enough to be an effective
registration payment. Provided it is large enough for this,
however, it shoild be kept as small as possible. This is so for
two reasons. Firstly, it is in effect a poll tax and so is highly
regressive in its incidence; it is 2 much larger burden upon the
small incomes than upon the large. Secondly, it is to be universal
and must cover virtually every member of the community
whether earning or not; conscquently it must not be so large
that a substantial number of people cannot afford to pay it.
On the other hand, the contribution does represent an established
and acceptable form of taxation, and from the fiscal point of view
it would be unwise to abandon revenue from a freely accepted
but regressive tax in favour of one which is socially more just but
less acceptable; working people understand the contribution
better than they understand the income tax as applied to weekly
wages. In the light of these considerations, what is the right
~ level of contributions for the Beveridge Plan? The Beveridge

proposal,! compared with the existing level of contributions, is
as follows : ’

MEN (21 and over). WOoMEN (21 and over),
lpmﬁ Employer.| Total. {_p;u“{e: Employer.| Total.

Employed Persons (Class I)— -

Beveridge Plan . . 4/3 3/3 2/6 3/6 2/6 6/~

Existing . . /10 1/to 3/8 1/7 1/6 3/1
Self~Employed Persons Clas; n )—

Beveridge Plan . 4/3 — - 3/9 - -
Prroons not  Gainfully Occupied

(Class TVy— .
Beveridge Plan . . 3/9 — — /- — -

There is not much doubt that the great bulk of cmployed men
can quite comfortably afford the 4/3 a week which is required
of them under the Beveridge Plan. The average industrial
worker’s household spent 4/8 a week per adult man in 1937-38
on compulsory insurance contributions, medical treatment,

' Report, pp. 152, 227,



SOCIAL SECURITY HOUSEKEEPING 383

industrial assurance premiums and similar expenditure; this is
equivalent to 5/10 a week at the post-war wage-and-price level.
All but a small minority of employed male workers would
certainly be able to afford the Beveridge contributions. But the
lower tenth of wage-earners would have serious difficulties in
paying this money every week; the fact that many of them do
pay a similar proportion of thcn' earnings in charges of this kind
is not really cvidence that every wage-earner can afford it. The
Report recognises this,2 and makes a tentative suggestion that
the employer’s contribution should be increased and the worker’s
reduced if the weekly wage is below a certain level. But this
adds an administrative complication, and incidentally destroys
the conception that there should be a flat rate of contribution
which everybody should pay. The right policy is surely to fix
the contribution at the rate which everyone can pay; if the bulk
of workers can afford to pay more, they can pay more in taxation.

The employed woman’s contribution of 3/6 a week is certainly
too high. The average woman’s wage is 40/- a week, or about
onc-half of a man’s. A contribution of nearly 109, of the wage
is assuredly more than women can fairly be expected to pay,
given the present structure of women’s wages. We have noted
earlier that, in relation to human needs, women’s wages are less
adequate than men’s when family allowances are paid, and
contributions on this scale would make the disparity worse. The
contributions required from people in Class 1I and Class IV
likewise look high; the incomes of self-employed and unoccupied
people vary tremendously and there is no doubt that many people
in these classes could pay the contributions without any difficulty.
But some of the poorest people in the community are in Class II,
and many people in Class IV have no incomes at all; the Report
recognises this by allowing people in these classes with incomes
less than £75 a year to contract out of the scheme.3 [t is highly
undesirable, however, that anyone should be able to contract out;
the size of the contribution—3/- a week—will induce a great
many Class IV women to contract out, and will present some
difficulty o people with incomes slightly above the £75 limit,
The level of Beveridge contributions is too high; one gets the
impression that the Report started with the idea of a 4/3 con-
tribution for the Class I man—which is reasonable for the bulk

! Report, para. 286. * Report, para. 408. * Report, para. 363.
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of workers—and then fixed the other contributions pari passu
without adequate consideration of their practicability.

The employer’s contribution under the Beveridge Plan is
two-thirds above the existing level. This too is excessive. The
employer’s contribution is not in general paid by the employer,
but is passed on to the consumer like any other prime cost, and
is indistinguishable in its effect from indirect taxation. It affects
the costs of export industries and protected industries alike; it
increases the prices both of luxuries and necessities; it is a tax
for which no good case can be made. The Report suggests with
some reason that as the contributions are collected through the
employers, it is useful to retain an employer’s contribution and so
financially to associate employers with the scheme. Morcover,
the employer’s contribution is part of the structure now, and to
remove it would sacrifice a tax which is already in existence and
is accepted. Thus some employer’s contribution may be retained.
But it certainly should not be increased to anything like the
level proposed in the Beveridge Plan. Apart from the fiscal
argument, there is the further objection that social insurance lore
requires self-employed and unoccupied persons to pay their own
employer’s contribution; if, therefore, the contributions for
employed persons are laid out in such a way that a substantial
part is covered by the employer’s contribution, the corresponding
contribution for self~employed persons may become very large.
This actually happens in the Report; it is the basic reason why
the Class II and Class IV contributions are so big; one of the
reasons put forward in the Report for not allowing short-term
disability benefit for Class II people is that it would increase their
contribution beyond the level which they could afford to pay.!
There is much to be said for having some employer’s contribution.
But all the arguments are in favour of keeping it very low.

To sum up, the Beveridge Plan contribution for employed men
is too high for the worst-paid workers; the contribution for
employed women is definitely too high; the contributions for
people in Class II and Class IV are too high; the increase in
the employer’s contribution cannot be defended on rational

! Report, para. 119. The Class I and Class {V contributions are calculated with
the same formula as Class 1 applied to the benefits which they receive (e.g. excluding
unemplovment benefit), but whereas the Class I contribution is split between worker

and employer, the insured person has to pay the whole of the Class 1} and Class IV
contribution.
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grounds. The following scale of contributions might be more
appropriate:

Men (21 and over). WoueN (21 and over).
Twsured | Bmployer. | Total. | 1394 | Erployer. | Total.
Class1 . .1 2/6 2/ 4[6 2/3 i/6 3o
Class IT . .| af6 -— — 2fg — —
Class IV . /- — — 1/9 —_ —_

Contributions on this scale would be ample to provide an effective
registration payment; they would be within the capacity to
pay of every person in every class; the contributions of the
different classes would be in broad rela.tlonshlp to the benefits
received—the ratio of each class’s contribution to the others® is
the same as in the Beveridge Plan. It would be possible, with
contributions on this level, to reduce the income limit for ex-
emption in Class IT and Class IV from £75 to £50 or even less.
This scale of contributions, indeed, would make the scheme really
universal.! Theemployer’s contribution remaining virtually at the
present level, there would be no additional charge upon industry.

The lay-out of the total expenditure divided between the
various sources of revenue is as follows:

SourRcEs OF SociAL SECURITY REVENUE

1938-89 1946 1965
Existing | Beveridge| ats | Be idg native
ting | Beveridge.| native veridge [ native
Scurce of Revenue. Schemes. pm,,' Contri- | Plan. Contri-
. butions, butions.

Lm.} | {{m.) (Lm.) {Lm.) {(Lm.) ({m.}

National Exchequer and

Local Rates* . 251 280 366 ‘497 534 662
Insured Persons . . g_g 69 194 114 192 1ig
Employers . . . 83 137 86 132 89

342 432 697 697 858 858

* From [Report, para. 282. The table in the Report gives a separate item of
* Interest ™ as a source of revenue, given as £g millions in 1938-39 and £15 millions
in 1945 and 1965 ; this is, however, interest on Government securities, which must be
found from the National Exchequer, and so is in reality indistinguishable from other
revenue from the Exchequer,

In the initial stages of the Beveridge Plan, 289%, of the purchasing
power required for the social security pool is siphoned from

* A possible alternative is to have three or four levels of contribution, according to
carnings, and a flat rate of benefit ; this in cffect incorporates a taxaton principle
into the contribution, (Appendix, p. 450.)

2B
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insured persons’ incomes as direct contributions, nearly 209, is
derived from increased prices necessitated by the employer’s
contribution, and just over onc-half is derived from general
taxation. The proportion of the latter increases to some 63% in
1965. Under the alternative contributions which we have
suggested, one-sixth of the total expenditure would initially be
covered by the insured persons’ contributions,! one-eighth by the
employer’s contribution, and just over 70%, from general taxation,
and the latter proportion would rise as it does in the Beveridge
Plan. In the alternative plan, of course, the capacity of the bulk
of the working-class to pay direct and indirect taxation would be
much greater than in the Beveridge Plan itself; the burden on
wagc-earners as a whole would not necessarily be reduced, but
it would be more fairly distributed between them.

It now remains only to relate the burden upon the National
Exchequer to the post-war national income and outlay. Sufficient
evidence has been put forward to show very clearly that the
Beveridge Plan involves very little additional burden upon the
national resources—indeed, the bulk of it represents a re-
channelling of existing expenditure for these purposes. How
does this fit in with the other demands which will develop after
the war—the demands for expenditure of resources upon educa-
tion, upon national defence, upon housing and upon public
nutrition? The fear is already being expressed that the Beveridge
Plan will take all the money that is available for the expansion
of the sacial services. Itis certain that there will be a permanently,
increased expenditure upon national defence compared with the
period between wars; the service of the national debt will cost
more; certain other cxpenditurcs may be heavily swollen. To
forecast all this is a highly speculative business. But some sort
of a guess can be made at the order of magnitude. The best way
to get this is to analyse the future from the revenue end. In
1938, some 26%, of the national income was siphoned through
public authorities as direct and indirect taxation, local rates and
social insurance contributions. In 1941, the proportion was 4092
The post-war proportion of the national income devoted to
taxation should lie somewhere between these two figures; the

! This is incidentally almost exactly the same proportion as is provided by insured
persons’ contributions under existing schemes.
! War Finance White Paper, 1942, Cmd. 6347, p. 6.
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level of taxation will be permanently higher than in 1938,
but it should be appreciably below the war-time level, We have
conservatively assumed a post-war national income of £6,500
millions. The yield from taxation for the central government, local
authorities and extra-Budgetary funds would therefore be between
41,700 millions and £2,600 millions. The total public revenue
would be between £1,800 millions and L2700 millions, credit
being taken for the profits from local authorities’ trading services,
the net receipt from the Post Office, and other non-tax revenue,!

This is the cloth from which post-war public expenditure must
be cut. We need not include, of course, the cost of physical
rebuilding, for this is properly financed by loan—it is capital
expenditure in the full sense of the word, and will yield income
in the shape of rents; there is a ‘““book asset” against the
expenditure in the surplus in the War Damage Fund. But all
recurring costs must clearly be balanced by prospective revenue
—the revenue Budget, so to speak, must be in balance. The
following table sets out the public expenditure—government, local
authorities, and social security fund—in the calendar year 1938,
together with a tentative lay-out of public expenditure in 1945:.

ExXPENDITURE oF PUBLIC AUTHORITIES, 1938 AND 1045

1938 1945

{(£m.) (Lm.)

National Defence {a) . . . 350 500
National Debt Interest (6) . . 225 400
Social Security (¢} . . . 3840 700
Education (d) . . . 125 195
Housing (¢) . . . . 50 75
War Pensions . . . . 40 75
Other Expenditure (f} . . . 220 275
Total . 1,350 2,200

{4) The proposal for 1945 is four times as much as in the years
between wars, but is probably something like what would be
required to maintain a powerful and up-to-date striking force.

(¢) Estimate for 1942-43 is £325 miilions.

(c) As given above,

(d} The 1945 proposal should be sufficient to provide a first-class
free educational system.

{¢) Mainly housing subsidies.

(/) Includes cost of administration, highways, local authorities’
services, subsidies to industry, etc. -

1 £82 millions in 1941, Cmd. 6347, pp. 14, 15.



388 " SOGIAL SECURITY

This suggests that if one-half of the war-time increase of taxation
were maintained, the Beveridge Plan could be financed perfectly
easily, with a comparable expansion of education, housing and
other social services, with an expenditure upon national defence
some four times greater than the rate in the period between wars
and indeed appreciably above the level ruling in the period
betweenn Munich and the outbreak of this war, and with an
expanded national debt. If a more conservative figure were
included for national defence, and less spectacular expansions in
the other services, it would be possible to work within a frame-
work of £2,100 millions expenditure, which would require the
retention of only one-third of the war-time taxation. These figures
are not conclusive, but they show the orders of magnitude, and
suggest very powerfully that there is no cause for alarm that the
nation *“‘will not be able to afford” both national security and
social security and constructive social advance.

The analysis shows, indeed, that the whole question of what
we can afford turns upon the size of the national income, and it is
upon this that public attention must be concentrated during the

.post-war period. The Beveridge Report focuses attention upon

full employment. That is essential. - It is the stupidest form of
waste to leave resources idle. But it is also necessary to keep up
the greatest possible efficiency in the use of national resources,
to increase output per worker, to weed out the inefficient concerns,
to encourage all technical advance and to devise means of
translating this technical advance into productive efficiency
throughout industry. If we could attain a national income of
£7,000 millions in 1945—which would involve an increase in
output per head of only 10%, above 1938—we could do this
programme of public expenditure with very litfle more taxation
than was needed before the war; if we could achieve £8,000
millions by 1950 we could take practically any expansion of the
social services in our stride. This is the key to social security.
To achieve it, the nation must go forward boldly with economic
development, must adapt itself to its economic environment, and
must regain the economic vigour and initiative which were
allowed to decay in the period between the wars,



Chapter XIV -

THE STAFF PROBLEM y
By JOAN SIMEON CLARKE

A Mmastry of Social Security will have to maintain close contact
with numerous individual citizens, each of whom will judge the
Ministry chiefly by his reception at the local office. It is of
paramount importance to the Ministry that he should be
welcomed and treated with consideration and interest. The
reputation of the Ministry will depend largely on its local staff.
These will have to be selected and appointed carefully, and it is
essential to consider at the outset what sort of people they must
be. “But local staff, however suitable and expert, can only act
within the framework of their Ministry’s policy at any time.
If the policy is ill-conceived, no local deftness will cover its
deficiency. In 1934, for example, no soft speeches would have
convinced the public that those receiving reduced rates under the
new Unemployment Assistance Board were justly suffering loss
of income. The Standstill saved the situation only after vocal
sections of the public had decided that the Board had really
tried to rob the poor. Even first-class staff (the newly formed
Board was operating with a very mixed bag of out-station staff,
many of them without relevant experience) would have been -
powerless to sell the public an unacceptable policy. On the
other hand, in thg long transmission belt carrying social policy
from Whitehall to the private citizen, it is the interviewing
officer who makes final delivery; if he is peremptory, hurried,
irritable or stupid he will alienate citizens, and bungle the
execution of policy however well thought out that policy may be.
A Ministry of Social Security needs perpetual team-work between
the planning and administrative Headquarters staff and the
exccutives in all the local offices; each depends, for final success,
upon the intelligent operations of the other. Each will benefit
by close liaison—interchange between Headquarters and out-
stations staff, Regional and local conferences, provincial officers
of Headquarters type and calibre, an Intelligence staff which

(among other duties) would explain policy to local staff, and,
e
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conversely, tell Headquarters planners how the public had
reacted to new policy and what were current social trends,

The thesis of this chapter is that these various functions need
persons specially equipped for their performance—that calculating
widows’ pension rates, relating size of benefits to population
groups, estimating the effect of industrial planning on the volume
of claims pational and local, talking with deserted wives or
pushing the malingerer back to work—that all these diverse jobs
need special skills and special knowledge, and that both at its
Headquarters and in its local offices the Ministry must appoint
appropriate persons to exercise appropriate sorts of skill.

- This cuts right across existing Whitehall theories and pro-
cedures; there seems to be a Civil Service tradition that if you
set up tidy governmental machinery and recruit a body of
intelligent administrators of high integrity, you can run anything
-—shipping, Cairo, coal-mines, pensions. The needs of economic
planning in a technical age may prove this thesis wrong. Already
the majority of higher appointments outside the Civil Service
call both for technical specialisation and for background
knowledge of economic, sociological, psychological or scientific
processes. Certainly government requires a high degree of
intelligence, and wide general knowledge {though not of ancient
Greece); and certainly long years in the Civil Service do give
an excellent apprenticeship in methods of administration; but
technical information is usually picked up as a by-product, and
there is no required knowledge of the fundamental forces insociety,

This is not the place to argue the general case. Inter-
changeability of civil servants may be better than intensive
specialisation; certainly the tradition of passivity is ecasier to
maintain among the non-expert. After all, we have arrived
fairly successfully where we are now. However, there is one
field where the failure of non-specialisation is apparent, a field
in which the Civil Service is increasingly responsible. The Social
Services depend ultimately upon ‘the contact of the administra~
tion, local or central, with individual citizens. The content of
this contact may affect the whole life pattern of the citizen
concerned ; it may determine whether, for example, he is allowed
to take work in a trade other than his own, whether (until it is
repealed) the Act of Settlement shall be invoked for his removal
to a distant home-town, whether he is entitled to an old age
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pension, whether he shall have a Council flat. Such decisions,
being made all the time all over the country, may have profound
effects on the health, wealth and happiness of the community.
Even the few examples listed above impinge on problems of
industrial and geographical mobility, employment policy, the
aged in an ageing population, subsidised housing; also they
impinge directly on the happiness and morale of the citizen
affected. If he goes away feeling angry, thwarted and insulted,
his discontent spreads through his household, his street, his
neighbourhood. Such discontent, magnified and multiplied
throughout the community, swells finally to condemnation of the
Government itself. This process actually happened in the Black
Coffin Riots of 1938; a stupid economic policy was emphasised
by crude interpretation to the relevant sections of the public.
Expert administrative staff can prevent these sorts of con-
fusion by weighing up future policy according to known social
data and modern social science principles. If we are to plan our
national social and economic policies we must have persons
qualified to plan at all the planning points. The “born
organiser,” or the clever solicitor turned administrator, may be
brilliant people, but if they lack economic knowledge where
economic knowledge is essential, they are wrongly placed,

HEADQUARTERS STAFF

The success of the Ministry will depend on the extent to which
the citizens’ needs are satisfied having regard to his ultimate
welfare, and on the extent to which major social policy is furthered
at the same time. It is the Headquarters staff who will have to
frame policy and to integrate that of the Ministry of Social
Security with national policies for health and population,
education and employment, and with budgetary and industrial
planning. They will have to estimate the social, economic,
and psychological effect of any measures they may take. Con-
versely they will have to devise ways of promoting national
policy through the Ministry’s activities. To take a current
example: the Assistance Board recently empowered its staff to
pay special clothing grants to old age pensioners. This happened
at a time when war needs urged us to reduce production of
consumers’ goods, and when the Treasury was steadily creaming
off purchasing power from the community as a whole. No doubt



392 SOCIAL SECURITY

the pensioners necded the equipment, but if this extra purchasing
power, and more, had been pumped into the community through
special grants in the depression® it might have had a marked
effect in stimulating trade. However, action was postponed till
it was economically unsuitable and showed lack of foresight and
of integrated thinking, These sorts of decision certainly call for
skills other than administrative capacity. They will occur
increasingly in the future when the Minisiry of Social Security
becomes a part of a nationally planned economy. We may
imagine that at some future date the economic planners will
wish to stimulate industry by temporarily increasing purchasing
power. The Ministry of Social Security should be able to co-
operate by working out a scheme which would have the most
satisfactory economic and social effect on the community.
Scientific policies, based on known facts, take the place of ad hoc
administrative rulings. Constructive long-term thinking, and
the exercise of the newer mental disciplines, becomes a govern-
mental function of first-class importance.

How are these sorts of experts to be got into the Ministry?
In peace-time some of those who really understand the social
sciences are congregated in the Universities; others are engaged
on social surveys and research. Since the war many of them are
temporary civil servants; they have been called in not only
because administration has increased in scope, but because the
urgency of war-time planning calls for the right people in the
right places. If later we are to plan for national well-being the
same criterion must carry over. We must have first-class persons
where their skills are needed. We must be prepared to take
economists, sociclogists, psychologists and statisticians into the
Ministry of Social Security at the higher salary ranges as
temporary staff. We must be prepared to use suitable experts
wherever they are to be found in the community. It is pre-
posterous, for example, that an expert in social administration
should be sent as government emissary to the West Indies, but
that there should be no normal opportunity for him to occupy
himself with government administration in this country. Such
persons bring with them into government departments a range
and depth of social experience which the professional civil servant
lacks. In this respect they are likely at any time to be superior
to the sociologist or economist who might, in a more cnlightfncd
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future, be recruited straight into the administrative class from
the University. It is true that mobility and interchange, to be
discussed later, will help the latter to extend his knowledge, but
there should always be scope inside the Ministry for older persons
trained and experienced in the social sciences. The least part of
their value to the Ministry will be its further integration with the
wider community life; permanent civil servants are too segre-
gated; there will be great advantages in the recruitment of
persons of standing who have moved freely about in the
community and who should be able to keep their outside
obligations as local councillors, lecturers, writers. The Ministry
will be enriched by their experience. Recognition of the need
for social science experts must be established straight away
5o that they may be incorporated into the new Ministry as soon
as it is formed. **Good administrators” brought in from the
higher ranks of other Ministries to start the new one will not
suffice. It is essential that at least some of those who administer
at the highest levels should understand the nature and the
purpose of the social services.

Headquarters experts will be occupied variously with direction
of administration, with planning and with research. They will
need to know what is being done both in gquantitative and
qualitative terms, and what its effect is nationally, locally and
on various categories of the community. On the basis of the
knowledge so acquired they will be able to plan future policy
and to estimate its implications. Intelligence and statistics will
be particularly important. All kinds of significant social facts,
now unknown, may be discovered; we may learn, for example,
what correlation there is between family allowances and the
birth-rate, between old age pensions and industrial mobility,
between maternity benefit and maternal mortality, between free
medical service and days lost through sickness, between industrial
training and criminal convictions. Sir William Beveridge
emphasises 1 that the Division of Statistics and Intelligence must
“make use not only of its own material but of the experiences of
other countries in the same field.”” The pooling of various
national experiences is of great interest and of great value.
However, it is impossible to agree with Sir William when he
continues: ‘“‘The Ministry should be able to make grants for

' Report, p. 143, para. 398.
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the carrying out of research in all matters where further know-
ledge might reduce the burdens on the Fund.” It is really
extraordinary that a man who relates his whole plan to the
promotion of human happiness—a word rarely mentioned in
‘official documents-——should relate research to the mere reduction
of the charges on a Fund which, as the previous chapter of this
book shows, is little more than a book entry. There would be
slight constructive purpose in a Ministry which measured its
success by cash economising. The criterion for social research
is its contribution to the sum of human welfare; this the research
sections of the Ministry should be well cquipped to further. We
must emphasise that these sections of the Ministry will do more
than collect statistics; economists, sociologists, psychologists,
statisticians should be given facilities to do first quality social
research and to collaborate with outside research bodies. Their
monographs (similar to those of the Medical and Industrial
Health Research Councils) should be major contributions to the
pool of knowledge about modern society.

The actual collection of the raw material—research in the
field—must necessarily be performed by staff of the Research
Division of the Ministry; in this respect its set-up would be
similar to that of the War-time Social Survey. Trained rescarch
staff would operate in the regions and districts. Their job would
be both to report on significant facts coming to their notice,
and to engage in definite pieces of field research at the instigation
of their Division. They would work under the direction of the
Regional Intelligence Staff which would probably be responsible
for the first stage of co-ordinating the field research results before
transmitting them to the Research Division at Headquarters.

The Research Division and its local staff must maintain close
relationship with the Public Relations Division, There will be
need for constant collection of data—research—and for constant
information to the community—publicity. The Public Relations
Division must tell the public what the Ministry is doing and, as
far as possible, why it is doing this. The community will be
perpetually interested in a social service Ministry, and it will
have strong opinions about its operations. If the Ministry can
be inspired by a constructive desire to improve social conditions,
to promate health and to increase happiness, it will be able to
take its policy to the public confidently and without that
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defensiveness which characterised the Assistance Board in its
early years. It may be necessary to evolve a new technique of
. public relations. Public education should be furthered, the
Ministry kept alive to current opinion, and a spirit of ca-operation
between the Ministry and the community gradually developed.
If democracy is to have any governmental meaning in the future
it should mean that the people begin to understand what the
administration is about, and that the administration regards the
public as a partner in its operations. As a producer of services
the administration must be genuinely anxious to know how the
community, the consumers, are affected. It is hardly necessary
to stress that this will necessitate a reorientation of Civil Service
outlook and a new type of Civil Service personnel.

Every local office should maintain close relations with the
local community, The Assistance Board’s Advisory Committee
system,! modified, should be carried over to the new Ministry.?
Staff in the local offices should be encouraged to think of them-
selves as part of the local community. Relatively senior staff
transferred to offices in districts unknown to them should be
- given opportunities to visit local organisations and to meet
locail leaders and officials. Only in this way will they be
equipped to work efficiently among the local population. The
work of the whole Ministry will be enriched by friendly relation-
ships between local offices and local communities all over the
country. Similarly there must be sympathy between Head-
quarters and the local and Regional offices. This will be
furthered by a flow of staff out from Headquarters to local and
Regional offices and from these offices into Headquarters. This
mobility and fluidity should be part of staff policy, although
there should be no set rules for regularly moving on officers
(like Nonconformist ministers) as soon as they had settled in a
local office. Status and pay of Headquarters and Regional and
local staff should be assimilated so that interchangeability be
feasible and often practised. -

Locar OrrFices

The day-to-day work of local offices will fall into three broad
categories. First, social administration, for which prototypes
of the Headquarters administrative staff will be required. The

1 Sec pp. 157-8. 1 See Appendix, p. 452.
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second will be routine checking of benefit claims and the payment
of cash to which the claimant is entitled as of right. The third
will deal with problems as diverse as human nature itself; this
type of work will include the assistance section (or supple-
mentation or emergency benefit, whichever word may be used)
involving close knowledge of the claimants’ home affairs; it will
also include advice or information work, and attempts to solve
the special problems of individual citizens arising in the daily
work of the Ministry.

Staff dealing with the second category will need a high degree
of special skill. Staff on the relatively routine work of the local
offices will be equally important, but three’ months’ instruction
should serve to tell them of the functions of the Ministry and of
their own part in it. They will need to be courteous, intelligent,
and quick; they will need secondary school education and, if
the gods are good, a sense of humour. The majority of them
will be occupied in scrutinising claims for benefit and approving
them. All this will be routine, but it must be pleasant. The
atmosphere of the local offices is important. Let us not repeat
the dreary dwellings of some Employment Exchanges or of most
Relief Stations. Bright paint 1s as cheap as dark paint, bright
faces pleasanter than scowling ones. All this is part of the
presentation of the Ministry to the general public, and we must
use imagination about the local offices. We shall need new
buildings in the long view, a few flowers in the short view.
Furniture is important, too. There is no recason why the
scrutineers should not sit at their work with the claimant sitting
also, even though the checking of a claim will normally be swifi.
It is a good idea to have a long table partitioned into litde stalls
as the Board does now; by leaning forward to the table visitors
can have a semi-private conversation with little extra use of
space. Claimants will' not need to talk, but some of them may
want occasionally to raise a point of difficulty. The scrutineer
will have to be alert to sort out those who have a special problem
or enquiry; she must recognise new points of principle as they
arise; she should distinguish misery from trickery. The job
will be about 80Y%, routine with about 209%, intelligence and
intuition added. The spirit of this work will depend largely on
the supervisors, and here we come back to the functions of the
highly qualified staff members.
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The possible division of duties and responsibilities will be
clearer if we imagine the way a Social Security Office actually
might work. The citizen paying an initial visit to the Social
Security Office with a new claim might be rececived in the
Entrance Section. This would be the time for the citizen to be
welcomed to the office and to be made to feel that the administra-
tion was put there to co-operate with him. If it seemed that
other social services would be of use these should be called into
play. Two guiding principles should operate : first, that citizens
who wanted to make a routine claim in a routine way and to
treat the whole thing as a piece of simple business should do so;
sccondly, that those who welcomed the chance to talk to “an
official” about their special worries should find there the sort
of official who could both understand and help with their solution.
The Entrance Section would then be staffed with those officials
about whose qualifications the following pages are concerned.
Claimants paying a routine visit subsequently would not need
to come into this Section but would go straight to the scrutineers.
However, if one of them wished to change the nature of this
claim (e.g. from widows’ to training benefit}, or to transfer to .
a new address, or to remarry, or to complain of hardship or to
depart in any way from routine repetition of a claim, he should
be referred back to the Entrance Section, which would function,
in effect, as a Welfare Section (and could be called such if the
public did not mind the title). Part of the scrutineers’ responsi-
bility would therefore be to spot problems and to refer them to
more highly trained colleagues. They should have constantly
available the advice of trained supervisors with the same qualifi-
cations as staff in the Entrance Section. Also, the Assistance
Section, involving the discussion of domestic details, would need
skilled staff. Lastly, the Advice or Information Section suggested
by Sir William Beveridge would also need trained personnel.
Only those who have worked in such a war-time Bureau know
how frequently straight questions from the public reveal problems
deeply tangled in the social structure; to these no instantancous
answer can be given, although some solution, to be worked out
with the questioner, may affect the welfare of whole families.

It is on those officers who make daily contact with the public
that the reputation of the Ministry will largely rest. These will
be divisible into two broad categories, the semi-trained and the
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highly trained, with clearly separated functions. Whatever way
the local offices may be administered there will be need for these
two types of officer at the point of personal contact with the
public. Although discussing now the qualifications of the highly
trained, I do not assume that all claimants will want any service
other than routine—if they did, the staffing problem would be
practically insuperable—but I do assume that some citizens will
want time and trouble wisely spent; for them it is imperative
that trained staff shall assist.

Basic STAFF REQUIREMENTS

Social service staff working at the point of contact with the
public have to find a synthesis between the satisfaction of indi-
vidual requirements and the furtherance of national policy.
The social service staff must understand Government policy and
* thence the policy of their own Ministry. This involves a grasp

of the economic principles underlying social administration, and
of current social and industrial data. Especially in a planned
economy social service workers must know what is being planned
and why, which trades are shrinking and which expanding, the
objectives of schemes for re-training and for industrial (and
perhaps geographical) mobility, for public works programmes,
and for the stimulation or reduction of consumption. The
Ministry of Social Security will reflect these policies, and its staff
will have the job of implementing them in their dealings with
the public. Future Social Security staff must have enough
knowledge of and interest in national policy to understand
what is happening. And they must se¢ their own individual
jobs as integral parts of a co-ordinated social and economic
programrne. '

That is the indispensable minimum of theoretical knowledge.
In addition, social service staff must have practical knowledge
of the social resources of the community, know which ones are
relevant for which situations and how to call them into place,
and they must know this in terms of their own districts. They
should be acquainted with local geography, including schools,
and know the prevailing rents in diffcrent quarters, and the

- main trades and rates of pay. All this information will be
necessary some time or another. Citizens consult social service
personnel with startling frequency; they expect immediate
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comprehension and sound advice; they assume that staff are
sensible and well-informed. Such conversations may be outside’
the official’s terms of reference as a benefit-assessor; they can
never be outside the scope of welfare. Some citizens will take
their benefit and go; others will like to talk. The staff must be
qualified to answer if they do.

However, no amount of theory nor of practical knowledge will
be effective without inherent qualities of intuition, friendliness
and sympathy. .Staff must be able to effect immediate contact
and not only seem but b¢ welcoming and warm; they must be
sufficiently self-controlled and equable to avoid getting irritable
when there is pressure of work ; they must be interested in human
beings and imaginative enough to understand how other people’s
lives feel. These qualities are found in great profusion among
voluntary social workers. But there they are undisciplined.
Novices are easily overwhelmed by their own sympathy; they
identify themselves with the distressed citizen to such an extent
that they become incapable of objective planning; they accept
his own valuation of his history instead of working out, and
maybe helping him to achieve, a balanced.view of tricky situa-
tions. Fortified by an “official’s” endorsement of his hard-luck
point of view, the citizen may easily be harmed rather than
helped by the contact. Proficient social service personnel must
avoid this situation; they should be able to build relationships
based on mutual trust and respect without having their intellects
confused by sympathy or sentiment. A Ministry of Social
Security cannot be staffed by persons who batten upon their
own good works, Old-style philanthropy has no more place in
a new Ministry animated by purposeful constructive policy than
has the spirit of the old-style Relieving Officer.

Lastly, all these qualities must be reinforced with personal
and mental maturity, a product not only of age, but also of
emotional development. The Ministry’s staff’ will not be there
as censors, and sooner or later they will be told unsavoury facts
about other people’s lives. They must be able to accept such
histories calmly and without passing moral judgment, for to do
50 would be to throw a burden of guilt and distress on the con-
fiding citizen, and, probably, to destroy his contact with the
Ministry. Unhappy people need common sense as well as
money or advice. The quality of uncensorious acceptance is a
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product of maturity which is a valuable asset to social service
personnel.!

Clearly all these required attributes are not inherent in the
chromosomes. Intellectual grasp of social and economic trends,
plus detailed knowledge of community resources, must be added
to native common sense, intelligence and friendliness; self-
discipline, balance and maturity are essential. This combina-
tion of equipment can only be produced by training coupled
with personal aptitude. This is the point at issue with the
Civil Service. The Assistance Board tll recently provided
no relevant training for its staff; the Ministry of Labour, with
similar but not identical requirements, has not done so either.
The disastrous early history of the Board was partly the result
of using unskilled personnel. Many Employment Exchanges
have been unpopular because the public considered that their
counter staff were ill-informed and brusque. We must plan for
the future on the experience of the past. If we are to have a
Ministry of Social Security playing a dynamic and constructive
part, and integrated in the life of the community, if citizens
are to feel confidence in this Ministry’s care for their security
and welfare — then we must start immediately to train its
staff,

Here an immediate problem faces us. We must start planning
from where we are now. There are already numerous out-
station staff ? in those public social services which would be
absorbed by the new Ministry. The competence, experience
and suitability of such staff varies; some of them have long
practical experience in the social services; few have the intel-
lectual training which will enable them to relate their detailed
daily work to the development of a planned society. We must
have a sensible plan for the selection and instruction of trans-
ferred staff, and we must be able to relate this to our future
programme. At the least we must arrange for transferred staff—
however great their practical experience in social service—to
understand the role of their new Ministry in the. national life.
Carefully planned lecture courses will be essential. But the

1 There is great advantage in employing suitably qualified married women on
many sections of this work. There should be facilities for them to be appointed to the
staff on a temporary basis, but with appropriate salary and status, after they have

reared their familics.
t See Appendix, p. 453.
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transition difficulties can be met more realistically once we have
established long-term policy.

TRAINING PROGRAMMES

Training of social service personnel is in itself no new idea.
Already ‘training facilities exist in this country and in America
(and before the war existed in some European countries). But
whereas the Americans admit trained staff in large numbers to
public welfare agencies, we do so only for Probation Officers, and
to a lesser extent for Factory Inspectors, house property managers
and the few almoners and psychiatric social workers who are in
public hospitals, The great bulk of our trained personnel work
for voluntary bodies of various kinds; at present there are no
facilities for their admission to the Government Departments,
The future problems are the relation of training programmes to
public service requirements, and the adjustment of Civil Service
entrance and conditions to admit of the establishment of social
service staff so trained.

Social service training is provided in this country by 18 Social
Science Departments of the Universities. Students take Cer-
tificates or Diplomas, but not degrees. The courses usually last
two years, but are reduced for graduates; those with degrees
taking the academic part of the course in one year instead of two,

The syllabus is similar to the majority of courses on both sides
of the Atlantic. Students are required to attend University-
standard courses on some or all of the following, though rarely
pursuing them beyond the first-year stage:

Economics, sociology, social psychology, psychology, in-
dustrial law, industrial history and organisation, public
administration, criminology, psychopathology, machinery of
government, social statistics, social insurance.

Equally important in the student’s final reckoning is field-
work under supervision. This is adjusted to the student’s plans;
intending almoners do a large proportion of practical work in
hospitals, probation officers in the Courts, etc., in addition to
general welfare work. Students have to work hard and to take
an increasing amount of responsibility; “Social workers must
learn to carry responsibilities which involve the welfare of human
beings, and they can at first be safely entrusted with thcsc

2C
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responsibilities only when they are working under careful super-
vision,” says the University of Chicago.!! The Americans have
studied the technique of supervision more carefully than we have.
The English student works as the junior member of an office staff
and is taught by a senior member of it who discusses the details
of her work fully and frequently. The American supervisor has
a different idea of her functions; she is a counsellor as well as
an instructor; she is concerned with the wide implications of the
student’s work and with the student’s personal adjustment in a
period of rapid, and perhaps difficult, development. Meanwhile
the student gains both in experience and in self-reliance, learning
a great deal about the way that people feel and live and work,
about the social service structure, and how to mobilise the various
resources. Supervisors supply the Universities with full reports
on their students, none of whom can qualify without satisfactory
reports on field-work. This aspect of having the work on approval
is not the least advantage of the field-work system; misfits in the -
social service field today are almost always among the older
untrained ones who got there by mistake and then could not
escape.
RecrurrMENT 1O THE PUBLIC SERVICE

Even if all trained social service staff work in the public service
there would not be encugh of them to do all the appropriate
work in a Ministry of Soctal Security and ancillary services. We
must increase the number of trained personnel more rapidly
than in the past, as well as giving them the chance to enter
Government service. However, it is no good effecting expansion
of training programmes without first adjusting methods of
recruitment of social service personnel to the Civil Service, and
secondly providing financial help to trainees.

Recruitment is complicated by the age of newly trained
persons.  Maturity is needed; this may not come with age but
is unlikely to come without it, so that students are not usually
accepted for training under the age of 1g.2 [t is worth noting
that at Chicago students are not permitted to do field-work if
they are under 21. .Then, the course usually lasts two years
(including University vacations, which are unduly long but many

! University of Chicago, School of Social Service Administration. Announcements

for the sessions 1941, 1642, p. 18.
? Although this has been reduced to 18 by mast Universities since the war,
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of which are occupied by full-time field-work). Experience
teaches that short courses of limited content are not satisfactory.
Grace Abbot, who knew the problem both from the public
service and the University angle, said;

“Training for all social work must be broad professional
training and not the narrow vocationalism characteristic of
the apprenticeship system. In any profession specialisation
comes with experience.” !

Clearly, thercfore, social service staff cannot be recruited to
the Civil Service under 21 years of age. Their recruitment must
be adjusted to their age and to their training. Professional staff
are not now recruited through any of the regular Civil Service
examinations. Doctors, scientists, lawyers and engineers 2 join
the service after their professional training is completed. Except
for factory inspectors and probation officers, no such facilities
exist for professional social service staff. The Civil Service has
up to date tacitly denied that professional status or training is
relevant for such persons. If the thesis of this chapter is conceded,
the Civil Service will have to admit trained staff who are at
least 21, and who could suitably be within the agc-groups 21
to 25. (When the scheme is first started it will be advisable to
recruit trained staff up to 35 with suitable pension adjustments
50 that a core of trained and experienced personnel can be built
up at once.} Admission should be by open competitive examina-
tion plus competitive interview. The examination should be
closely related to the principles and purpose of social service
administration, and therefore to the content of the training
courses. It would be senseless to recruit professional people
through an examination in mathematics or classics, just as it is
now senseless to recruit Ministry of Labour Third Class Officers
through the Income Tax Inspectors’ examination. The interview
should be given by persons who had themselves been trained and
experienced in the social services, and it should determine the
candidates’ personal suitability for the work. The various
channels by which candidates should come to the examination
will be discussed later.

Once admitted, professional staff must have professional
status, At present both in the Assistance Board and in the

Y Abbott, Grace, From Relief to Social Security, University of Chicago Press, 1941, p. 351.
* Post Office Engineers have efficient post-entry training.
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Ministry of Labour, seeing and talking with members of the
public is a lowly job. In future it must be recognised as skilled
work needing professional competence. This will mean that
the new staff must have entirely different status and grading
from the Investigating Clerks to the Board.! They will be
specialists, not clerks interchangeable among any of the routine
jobs in the office. They should be paid (since pay is still a mark
" of status) no less than similar staff are paid outside the Ministry.
Investigating Clerks (women) are now paid on the average
L2 11/- 2 weekly minimum. London County Council Children’s
Care Organisers, trained staff of course, begin at 3 15/-2
weekly while they are temporary; as soon as they are put on
the permanent staff, after four to eight months, they get £z00#?
yearly with pension rights, rising by f12 annually to f250,2
and thence by further £12 increments if they are promoted to
senior status and so on. These rates should certainly be con-
sidered minimal; an approximation to Burnham scale rates
would be more just. ‘

ExpanpmNG Tramn Facrirmies

A second problem must be tackled before training programmes
can be realistically expanded. They are expensive, In England
they are not degree courses, and it is difficult for even a bright
student to obtain maintenance and tuition grants to cover all
expenses. (It is a little easier in America where promising
students can often get free or reduced tuition in return for part-
time work.) The nature of the training also makes it relatively
costly; fares to field-work and to visits of observation may run
into several shillings weekly, plus the cost of lunches eaten at
any available restaurant instead of at the cost-price students’
places. 10/- weekly is a reliable estimate for fares, lunches, etc.,
for social service students in London. Specimen fees for the
two-year Social Science course, including examination dues and
other fixed charges, are, when averaged for a single year: London
School of Economics £2g9 8/-, Birmingham University £20 11/-,
Liverpool University £18 15/-. The total annual cost is difficult
to reckon, especially as many students, particularly in London,
live at home. Birmingham students usually spend a year resident
in a Settlement during training, and for these the total annual

' See pp. 144 and 148. 1 All figures excluding War Bonu,



‘THE STAFF PROBLEM 405

cost, including residence and fees, is reckoned to be about £100.
The University of Chicago’s School of Social Science Administra-
tion makes careful estimates of students’ annual costs, including
tuition, fees, etc., rent and care of room, board, laundry, text-
books, etc., and incidentals; at pre-war exchange rates these
estimates are: Low £164, Average L2035, Liberal £300.1

Clearly, if suitable people are to have the training, full main-
tenance and tuition grants must be obtainable. These could be
provided in two ways. First, the Local Education Authorities
could make grants to school leavers in their areas, either direct,
to those leaving school at 184, or in the form of deferred
bursaries, so that children leaving school at, say, 16, could do
other work until they were 19, when they could take up their
bursaries if they wished, subject to confirmatory interviews with
the training school. The intervening three years could profitably
be spent as unestablished staff in the Ministry of Social Security,
which would give valuable grounding in clerical and admini-
strative methods, but this should not be a necessary condition of
such bursaries. Secondly, the State could make block grants
to training schools to be distributed in tuition and maintenance
grants to persons between the ages of 19 and 23. These bursaries
and grants would ensure that the supply of trained staff could be
adjusted to demand, and that within this limit suitable persons
were not excluded by lack of funds, even though they might be
giving up paid work to take the training.

Once financial help is available, we should increase the number
of training facilitics. It would be better to multiply centres
rather than to enlarge existing departments, which, as the
following samples show, cater for smallish numbers of students
who can be well known to the teaching staff:

NumpeR oF STUDENTS REGISTERING FOR

Two-YEAR Social Scmence Coumse.
Tranine ScHoOL, <

1939 1640 1941 1942
London School of Economics . 98 6o 50 73
University of Birmingham . 40 27 22 56
University of Liverpool . . 40 26 41 19

! University of Chicago, School of Social Service Administration. Announcements
for the sessions 1941, 1942,



406 S0CIAL SECURITY

Provincial Universities in any towns large enough to provide
instructive and varied visits of observation and sufficient scope
for field-work should be encouraged to institute social science
courses. Even the larger polytechnics? could organise such
courses satisfactorily provided that properly qualified tutors and
lecturers could be obtained, and specially if arrangements could
be made for students to attend such lectures as economics and
psychology given by first-class teachers in near-by Universities or
University Colleges. Multiplication of training courses must not
result in lowering of standards.

IN-SeERvVICE TRAINING

This is the Iong-term view of social service training. Certainly
professional training must develop along the lines already indi-
cated. But we cannot expand University standard training
overnight. Professionally trained staff will not be immediately
available, and we shall have to start by reviewing present staff
of those Departments which should be liquidated if a new
Ministry is built. None will have received the sort of training
postulated in this chapter as essential, although many will have
real insight into social service problems. Public Assistance Staff,
and a few of the Board’s staff, will have taken the examinations
of the Poor Law Examinations Board; however, these deal
predominantly with the technicalities of Poor Law Administra-
tion—Settlement, Lunacy, etc. We shall have to staff thesc
sections of our Ministry needing fully trained personnel with the
best already available both inside and outside the Civil Service,
plus others whose personalities and experience recommend them
for the work even if they are untrained. Having selected our
interviewing staff, we must devise a training programme suffi-
ciently flexible to meet their diverse needs in the transition
period.

We must avoid the dilemma which the Americans faced when
they began to implement their Social Security Act; they found
that “ Thousands of people throughout the country as a whole were
being put on staffs of public assistance 2 agencies and were assisting

1 London University’s Social Studies Diploma can be taken by evening students in
a 4-vear course, lectures being given in polytechnics and cvening institutes by Uni-
versity lecturers, bat there are not, and for evening students cannot be, adequate

facilities for fieldwork as an integral part of the course.
t American phraseology.
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in the administration of the program, when they themselves had
little background for the work undertaken.””! The Social Security
Board tackled the problem realistically, though late, by setting
up a Division of Technical Training, and by evolving the system
of In-Service Training which now operates. In this way staff
get their training while they are actually employed and even on
the job already. We can learn much from this, though training
will not alter personalities. Whatever training scheme we may
introduce here, we must insist that trainees should he first selected
for the suitability of their qualities. The Americans emphasise
this: *“We see the need for continued insistence upon support
for good personnel standards in the State and for continued
denial that fraining is a substitute for good personmel.” *

Nor is In-Service Training a permanent substitute for profes-
sional school training programmes to which post-entry training
should be complementary. However, in the transition period a
balanced In-Service training programme is the best which we can
aim at. Thiswill involve four main elements—supervised practical
work, lectures, reading, visits of observation. Of one of these,
“Supervision,” says the Social Security Board,® ““is not a sterile
checking on accuracy of form-filling and rule-following, nor does
it seek to force the minds and actions of staff into a common mould
through exerted authority. Rather,itsecks to stimulate and release
the individual’s capacity to use his own knowledge and judgement
in the performance of his duties.”” If, therefore, we need to insti-
tute In-Service Training as an emergency device inside our new
Ministry of Social Security we must carefully select those who
will supervise. Their job will be to see that all staff understand
the place of the Ministry in the country as a whole, and the place
of their own office both in the Ministry and in the local com-
munity. There must be opportunity for regular interviews, free
from interruption, between the supervisors and individual
members of the staff, in which not only the general policy and
trend of the work can be discussed, but also the staff member’s
individual experiences, problems and achievements in her work.

Theoretical lectures must be given by University-standard

! Report of Division of Technical Training, Bureau of Public Assistance, Social
Security Board, 26th January 1939, p. 12.
¥ ibid., p. 19. Qur italics.

? Division of Technical Training (v. supra) : Supervision as an Administrative
Process Contributing to Staff Development, November tg4o0. :
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outside lecturers. If the Ministry is to be entirely self-reliant, on
the American principle, in its In-Service training programme, it
will not be able to give the broader background of modern
knowledge which is essential. There will, of course, be difficulties
in gathering staff together for lectures, especially in thinly
populated districts. This could probably best be achieved by
stationing trainees systematically in offices in University towns
for at least a year so that they could either attend relevant
lectures in the University during their office hours, or else have
lecturers from the University come to a central building to give
ad hoc courses to the trainces in that town. However it be
arranged, there is no substitute for this type of academic lecture,
and no formalities or conventions.should be a]Iowcd to obviate
its execution.

Thirdly, if the students are really to benefit from their training
they will have to read in their spare time, and to write essays to
be corrected and discussed either by their academic lecturers,
or, through the post, by a correspondence tutor specially appointed
by the Ministry. They will need help on the intellectual side
just as they need help with practical and emotional problems
from their supcrv1sors

Lastly, visits of observation should be an integral part of the
training programme. Trainees must acquire clear mental
pictures of those other social resources of the community which
may at some stage supplement or qualify their work. They
should visit Police Courts, Approved Schools, Borstal Institutions
and prisons; hospitals and clinics; schools and technical
institutes; homes for children and old people; institutions for
the chronic sick and mentally afflicted; municipal housing
estates and community centres. In addition they should see
something of industry; it is difficult to talk intelligently to a
factory worker if you have never been inside a factory.

This type of In-Service Training programme approximates as
nearly as possible to the normal professional training given in the
Universities. In this it differs from American methods. On the
other hand, American social service staff are encouraged to take
“educational leave™ while still in the public service, and to
become students in Schools of Social Service. No reliable
statistics are available to show the numbers doing this, though
it appears that between two and three hundred members of
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State staffs took educational leave in 1938, and that over a
quarter of these received financial help from public funds.
American University methods make this easier than would
English ones. Students can attend the University for a term or
two and then return to work. Later on they may return again
to that University or another, and courses taken successfully
during their previous period of residence will count towards their
final qualification. :

Expediency and convenience will determine the type of
training most suited to this country; if trainees have the American
type of In-Service Training they will need educational leave to
attend academic courses in a recognised training school.
Alternatively the Ministry will have to institute an internal
training programme on similar lines to those suggested here,
which will include an educational and developrmnental programme
as wide as that given in the Social Service Schools. The argu-
ment is, of course, that this type of training is really necessary;
any lesser version of it will turn out less skilled staff and so will
ultimately detract from the efficiency of the whole administration.
However pressing may be the need for trained staff, and whatever
the administrative complications of instituting a high-standard
training programme, we shall defeat our own ends if we reduce
criteria. :

There is an added reason for maintaining high standards of
In-Service Traiming. If those trained in the Universities are to
have the chance to enter the public service through competitive
examinations and interviews, they will nced to have a clearly
defined relationship to those trained in the Service already. In
fact, those who have received In-Service Training will have to
compete with University-trained persons if they are to be
admitted to do the social service interviewing, etc., for which their
training has designed them. Whether such staff are trained in
the Ministry or in the Universities, they will all need the same
high qualifications and ability if they are to be entrusted with
the business of representing the Ministry and its policy to the
public. It is absolutely clear that In-Service Training must be
as good as professional University training; the only criterion
for appointment to social service positions must be fitness for the
job. If they are to be appointed, those trained in the Ministry
will have to be as good as those trained outside. In-Service
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Training must provide a coherent, intensive and extensive
professional course.

Finally, we must remember that the New Ministry will be
judged not only by the excellence of a paper plan, not only by
administrative competence, not only by lavish benefits, but also
by the spirit of the staff, its spokesmen. They will provide the
elasticity and resilience which human beings need. Sir William
Beveridge himself emphasises ! the need for:

*“Selection and training of staff with special regard to their
functions in serving the public and in understanding the
human problems with which they will be concerned.”

This, he says, is “of outstanding importance.”

1 Beveridge Report, para, g8s,
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THE GOVERNMENT'S PROPOSALS
. By R. W. B. CLARKE '

WHILE the second edition was being prepared for the press, the
Government issued its White Papers! on Social Insurance and
Workmen’s Compensation, the House of Commons approved
them in principle, and Sir William Jowitt was appointed Minister
of National Insurance to prepare their enactment, Two years
have passed since the publication of the Beveridge Report, and
only the first steps have been taken towards placing these great
reforms on the Statute Book. A more rapid tempo, however,
could hardly have been expected in war-time, and these two
years have seen a remarkable consolidation of public opinion
behind these reforms. No Member of Parliament could be found
in this predominantly Conservative House of Commons to vote
against the Government’s plan, and it may now be predicted
with reasonable assurance that these reforms will be enacted in
much the same form as that set out in the White Papers. There
are important insufficiencies in the Government’s plan con-
trasted both with the Beveridge Report and with the evidence
submitted to the Beveridge Committee on the Fabian Society's
behalf.? But these do not even begin to outweigh the positive
social gains which will result from this massive reconstruction of
these branches of the social services. Reform of these dimensions
must by its very weight create more well-being for the economic-
ally incapacitated than any other single Act in British social
history.

Progress has also taken place to make good the three basic
assumptions of the Beveridge Report—full employment, national
health service, and family allowances. The White Paper on
Full Employment ¥ may leave doubt whether the Government
will have sharp enough tools to do its job effectively, but the
fact remains that this is the first time a democratic government

’
! Cmd. 6550 and 6551. ? Sce below, pp. 431 ¢t seq. 1 Cmd. 6527.
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anywhere has categorically accepted the responsibility for main-
taining full employment, and it is the first time that Parliament
has been asked to consider a definite technique for carrying out
this responsibility. The White Paper on the National Health
Service ! does not go as far towards provision for positive com-
munity health as most of the contributors to this book would
. like, but it represents a remarkable advance upon the pre-war
medical arrangements. The family allowancé proposals seem to
us inadequate, but the principle is universally accepted, and the
only ground for controversy is now the actual size of the allow-
ances and whether they shall be paid to the mother or to the
father, The progress towards major social reform since the early
months of 1941, when the preparation of this book was begun,
is quite extraordinary, Proposals which then appeared radical
are now commonly accepted; propositions which appeared to
be worth consideration only as long-term targets are now set
out in White Papers; there has been little change yet in the
" laws, but there has been great change in people’s minds.
One has only to read the Fabian evidence and then to read
the White Paper on Social Insurance to se¢ the body of agree-
ment which has been established, even on matters of relative
detail. _

The fact that there is wide agreement with the Government’s
plan, however, should not be allowed to obscure the real weak-
nesses which it contains. Many of these weaknesses it shares
with the Beveridge Report; others have been introduced later.
One passage in the White Paper epitomises them:

“rz. In fixing the rates of benefit to be provided under the
scheme the Government have considered whether it would be
practicable to adopt a subsistence basis for benefits. In the
debates of February 1943, they expressed the preliminary
view that it was not practicable, and further examination of
the question has confirmed this view.

“In the first place, the definite linking of benefit to sub-
sistence rates might involve the frequent variation of benefit
rates in accordance with the cost of living. It is true that it
would be possible to ignore minor fluctuations, but the main

objection would remain.
i

! Cmd. 6502.
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“In the second place—and more important—social insur-
ance must necessarily deal in averages of need and require-
ment. It cannot adapt itself to the almost infinite variety of
individual conditions. Circumstances vary not only between
places but between people, and the conception of relating
individual payments precisely to individual needs is not really
capable of realisation in an insurance scheme, particularly
where that scheme covers all classes of the community. It is
an essential feature of an insurance scheme that equal con-
tributions should provide equal bencfits within a class or group.

“13. Benefits must be paid for, and a high level of benefit
must mean a high level of contribution. The Government
therefore conclude that the right objective is a rate of benefit
which provides a reasonable insurance against want and at
the same time takes account of the maximum contribution
which the great body of contributors can properly be asked to
bear, There still remains the individual’s opportunity to
achieve for himself in sickness, old age, and other conditions
of difficulty a standard of comfort and amenity which it is no
part of a compulsory scheme of social insurance to provide.
And in reserve there must remain a scheme of National Assist-
ance designed to fill the inevitable gaps left by insurance and
to supplement it where an examination of individual needs
shows that supplement is necessary,”

Here is the root of the matter. Freedom from want becomes
reasonable insurance against want. The concept of the national
minimum—the floor below which no individual’s living standards
would be allowed to fall in: times of economic disability—is dis-
carded. Benefits will not look after subsistence needs; people
who are unemployed and sick will have enough to cover their
minimum needs only if they draw upon their savings or apply
for supplementation. This policy is founded upon three pro-
positions. First, the variety of individual conditions is so
great that no flat rate of benefit could be fixed within
the range of practical possibility which would provide for
minimum needs. Second, it is an essential principle of the
scheme that equal contributions provide equal benefits. Third,
a higher benefit would in any case require a higher con-
tribution. The scheme therefore cannot provide subsistence
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nor can a higher standard benefit be provided without raising
the contributions, which are already fixed as high as people
can afford.

The first proposition is unquestionably true. ‘The variations
of rent, in particular, are so great that for some married couples
35/- may be quite adequate to cover subsistence needs while
others may require as much as 55/-. There are huge regional
differences, the average varying from 7/6 in Scotland to 16/- in
London; there are striking differences within regions, and there
are even more remarkable variations between individuals’ rent
obligations which arise from the thousands of different household
patterns. No flat rate could come within 2/6 a week of the
actual rents paid by as many as half the industrial households.
Moreover, the rent is the first charge on the family income,
so that if the rent is high, there is a tearing gap in the
money available for other needs. It is perfectly true, there-
fore, that there is no flat rate of benefit which can provide
subsistence.

The second proposition, however, cannot be taken seriously.
The scheme does not even begin to provide equal benefits for
equal contributions. All employed men pay the same contri-
bution, but the single man gets 24/- benefit, the married man
40/-, and the married man with children 45/-. The man of 45
.at the beginning of the scheme will receive precisely the same
retirement pension as the man who enters the scheme at 25, but
he will have paid only half the number of contributions in his
working life. The employed married woman pays the same
contribution as the single woman, but receives lower benefits.
If these breaches of the essential principle can be permitted, surcly
further adjustments are possible to enable contributors to receive
as part of their benefit the actual rent obligation for which they
are responsible, subject of course to maxima based upon regional
rent levels and family size. This was the original proposal of the
Fabian evidence, and it is the only means by which the scheme
can actually cover minimum needs.

The Government’s third contention is that higher benefits
are impossible without higher contributions. Apart from_the
treatment of rent, the proposed standard benefits of 24/- and 40/-
for single people and married couples respectively are somewhat
below subsistence. The Beveridge Report proposed the same
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figures, but assumed a price level 25%, above 1938, whereas the
current price level is probably 35% to 40% above 1g38. For
folk with an average rent, the proposed benefits are thus about
go%, of subsistence. It is apparently suggested that the level
could not be raised to cover subsistence without a further increase
in contributions. Now the proposed contributions, though lower
than those of the Beveridge Report, are too high for lower-paid
workers—especially women—and for self~employed and un-
occupied persons; 3/- a week for a low-paid woman worker,
4/2 a week for a self-employed man, and 2/8 a week for a young
woman looking after her aged parenis are payments which may
be a real burden, especiaily when abnormal war-time earnings
evaporate. A contribution of 2/6 for an employed man, in-
stead of g3f10, with corresponding reductions for women and
for self-employed and unoccupied persons, is something like
the most that can safely be charged without creating hard-
ship or causing people to contract out of the scheme or to fall
into arrears and thereby lose their rights to benefit. Certainly
the Government is right in rejecting a further increase in con-
tributions.

But it is wrong to say that high benefits mean high contribu-
tions, as if the two were related by some mathematical formula.
A high level of benefit assuredly means a heavy charge on the
community of insured persons. They pay the bill, not only as
contributors but as consumers paying the arbitrary indirect tax
of employers’ contributions {which are, of course, passed on to the
consumer) and as normal direct and indirect taxpayers. The
appropriate division between the three sources of revenue is a
matter of taxation policy and not of actuarial law. The Govern-
ment Actuary performs his usual arithmetic and shows by a
calculation riddled with arbitrary assumptions that the State
contributes 22 9%, of the full actuarial cost. But, in fact, the State
will pay nearly one-third of the cost at the outset, and its share
will rise to 55% in 1975, for the actuarial analysis covers the
lifetime of a boy entering the scheme at 16, and the additional
cost involved by granting full benefits to everyone entering
after that age —that s, the whole working population —is
borne by the State. Starting from a contribution of 3/10
for an employed man, one could justify on actuarial grounds
benefits of 18/- or 30/- a week just as casily. The idea
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that the level of contributions controls the level of benefits
has no foundation in the actual financial arrangements of the
scheme.

In short, the case against benefits on a subsistence level does
not stand analysis. It would be entirely possible, at some increase
in the total charge upon the community, to provide benefits
which would cover the actual rent paid—subject to suitable
maxima—together with standard minimum subsistence needs for
food, clothing, and other necessaries. It would be mistaken to
try to vary the benefits according to tlic movements of the cost-
of-living index, and so to maintain strict subsistence level; such
an arrangement would imply a reduction in purchasing power
in times of depression and an increase in times of boom—the
exact contrary of modermn cconomic policy. But at the start of
the scheme, the benefits should be adequate for subsistence, and
there should be provision for periodic review, with reference not
only to the price level but also to the development of general
living standards; what would have been regarded as adeguate
subsistence in 1905 or 1925 is not regarded as sufficient now, and
our present standards will have changed quite considerably by
1965. Social security benefits should underwrite the home and
the remainder of the benefit should be adjusted from time to
time in accordance with changes in the cost and content of
minimum essential needs. This fixes the floor below every
individual’s living standard; the reasons given in the White
Paper for failure to do this cannot be accepted.

One effect of the Government’s inability to provide adequate
benefits is the continuance in perpetuity of the dual insurance-
assistance system. Considerable numbers of people will have to
apply to the Assistance Board for supplementation of their
benefits; others will have to apply because their rights to benefit
are exhausted. The Fabian evidence and the Beveridge Report
contemplated a rapid decline in the scope and demand for
assistance, ultimately to a point at which the need for assistance
would be confined to special cases requiring exceptional treat-
ment. The White Paper, on the other hand, envisages a con-
tinuing charge at the rate of about £ 70 millions a year; assistance
will thus play a significant and permanent part in the structure.
In these circumstances, it is remarkable that only three para-
graphs are devoted to it, and these deal only with administration.
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Yet the extent to which claimants’ and their families’ means are
to be taken into account in the assessment of need, and the
assistance scales which will be used are of the greatest importance.
If assistance is to remain an essential element in the social service
structure, its principles of working must be clearly defined.

The main reason for the enhanced role of assistance compared
with the Beveridge Report is the decision to limit the duration
of unemployment benefit to 30 weeks, plus additional weeks for
those with a good employment record, It is assumed that one-
fifth of the unemployed will be receiving assistance and not
benefit. The reason given is that the obligation to receive
training is an insufficient safeguard against abuse of benefit.
If it is expected that there will at any time be some 300,000 men
and women who have been unemployed for more than 30 weeks,
this is sound enough. One of the best aspects of the scheme is
the provision made for training benefit at a rate higher than
unemployment benefit, and one can readily appreciate the
unwillingness of the Ministry of Labour to run any risk that
training would become a penalty for being unemployed. There
is great advantage in regarding training as a privilege. At the
same time, it seems entirely wrong to continue the pre-war
practice of trying to make people work by application of the
means test. When a man has been out of work for 30 weeks his
prime need-is work; the whole approach to the problem is
distorted if his financial position is made the pivot of the State’s
action towards him. A sanction is unquestionably needed to
prevent abuse. But surely it would be much more effective if
the Ministry of Labour were empowered to direct the 3o-weeks’
unemployed man into a job, even in another trade from his
previous one or in another place. Under the existing Unemploy-
ment Insurance Acts, of course, the unemployed man must not
refuse a suitable situation, as he will be disqualified from benefit
for a few weeks. In practice, however, ““suitable” is interpreted
rather rigidly, simply because everyone in the world of labour,
including workpeople, trade unions, and Ministry of Labour
officials, has acquired an outlook which is not conducive to quick
change of occupation. There could be great effect in an arrange-
ment by which after go weeks’ unemployment a man was required
to choose between loss of benefit, volunteering for training for
which he was suited, or direction into a job outside his previous

2D,
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trade, with as much choice for the man himself as the available
alternatives permit.! This would be an absolute safeguard against
abuse of benefit, for if there were jobs of any kind available,
the man would have to take one. If, on the other hand, the
Ministry of Labour has no jobs to offer even of this less ““suitable”
kind, there is no reason whatever why the man should be penalised
and pushed on to assistance. Ifthere are jobs, the long-unemployed
man must take one, even if it is outside his normal work; if there
are no jobs, he should continue to receive full benefit.

Rather similar considerations apply to the Government’s
proposal that after three years’ illness a married contributor
should drop from sickness benefit of 40/- to invalidity benefit of
35/-. This again seems to rely upon a financial sanction, operat-
ing at the end of a rigidly defined period, to check malingering.
It is argued that maintenance of full benefit for an unlimited
period would encourage those who are subject to recurrent
periods of sickness to lapse into chronic invalidity, The aim of
this is obviously right, but is this the right way to get the result?
Surely this technique is quite ineffective. This financial jolt is
not nearly drastic enough to stimulate a hypochondriac into
recovery, especially if his morale has been deteriorating for three
years. But in genuine cases, the reduction in income may create
hardship. A much more effective procedure would be to begin
the review much earlier—say after six months. A suitable
reviewing committee, such as the Local Resettlement Committees
to be set up under the Disabled Persons Employment Act, could
rapidly see which were the difficult cases, and it would be proper
to give them power on a thorough review of the case to order,
among other measures, a drastic reduction of benefit.” Such a
committee could similarly pass a person as fit for sheltered or
part-time work, and arrangements should be made for partial
benefit accordingly. The flat-footed use of a financial sanction
after a fixed period is no answer to the problem of prolonged
ill-health ; there are sufficiently few cases of a seriously prolonged
kind to enable each to be dealt with on its merits. A very flexible
machinery is needed here.

A special problem arises in respect of people who are disabled
and who by the nature of their disablement have to incur addi-
tional expense. The leading case is that of the blind, whose cost

1 See The Price of Social Secutity, by Gertrude Williams, pp. 181-183.
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of subsistence is inevitably greater than that of most other dis-
abled people. A blind housewife must have domestic help; a
blind professional man must have a secretary or a chauffeur;
the aged blind cannot play their part in running the home. The
appropriate means of dealing with such cases is to provide that
where the disabled person can show that he must incur additional
cxpense because of his disability, he should be entitled to receive
a special allowance not exceeding 20/- a week. This would be
paid whether he was working or not, and it would be on a grant
basis and not on determination of financial need. Singularly
enough, the White Paper on Workmen’s Compensation makes an
analogous provision, but there is no such provision for the non-
industrially disabled-—presumably because a blind man could
not be entitled to additional bencfits unless he had paid addi-
tional contributions !

These defects in the Government’s scheme arise primarily
from the inconsistently rigid interpretation of the so-called
insurance principle. The Beveridge Report suffered from the
same fault; when confronted with a conflict between the new
principles of comprehensiveness and adequacy of benefit and
the old principles of flat-rate contribution linked with flat-rate
benefit, it invariably plumped for the latter. This meant that
in fact the Beveridge benefits were not related to subsistence,
being in excess of the needs of low-rent people and far below the
needs of high-rent people; the contributions were too high;
there were a number of minor inconsistencies. But the White
Paper carries its devotion to the old principles to such heights
that it discards adequacy altogether and even endangers com-
prehensiveness.

At the same time, one must keep a sense of perspective. The
scheme represents an increase of 55%, in the present expenditure
in these branches of the social services, and the total scale of
provision in the first year is about the same as that of the Beve-
ridge Report, The following table contrasts the lay-outs of
expenditure; the figures have been amended somewhat in order
to secure as precisely comparable a classification as possible.
But it must be remembered that the Beveridge Report postu-
lated a price-level only 25% above 1938, whilst the White Paper
and the present rates are related to a price-level which is about
10% higher:
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EsTIMATED ANNUAL EXPENDITURE
(£ millions)

1045 ' 1965
Payments for Present | Beveridge | White | Beveridge | White
Services. | Report. | Paper. | Report. | Paper.
i
|
Chlldren (a} . 1B 1o 69 100 65
Maternity and Marnagc 3 8 9 g 8
Aged . . .| 163 165 206 | 325 qI1
Widows . . . 10 29 30 21 36
Death . . . — 4 4 iz 1
Unemployment . . By 110 104 107 102
Sickness . . . 27 "7 52 71 By,
Other Assistance . 15 5 6 -5 6
i
Total Payments . | 313 488 480 650 604
Health Services . . 8o 148 (#)| 148 170 170
Administration . . 18 2z | 22 22 22
ToraL {¢) .| 411 658 650 | 842 796

{a) Includes benefits in respect of first children as well as the normal
family allowance; in 1945 this element is £7 m. under the
present services, £18 m. under Beveridge, and fi2 m. in
White Paper,

() Report gave £170 m., but this is ultimate cost and not cost in

. first year.

(¢) Excluding workmen’s compensation, cost of which is now
about £17 m. excluding administration, and under White
Paper will be about £20 m.

The most striking fact about the lay-out is the proportion to
shares of the old and young. Qur present cash services make
hardly any provision for the young. Sir William Beveridge
strove to redress the balance, and propesed good family allow-
ances and maternity and marriage payments, while delaying
improvement in the condition of the aged and withdrawing long-
term State support from widows without dependent children.
The White Paper swings back again; for 1945, it takes £40
millions off the Beveridge family allowances and puts it on
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retirement pensions, and the economics in 1965 compared with
the Report are almost wholly at the expense of family allowances.
There is Little sign in the White Paper of the social urgency of
investment in the citizens of the future; the State’s generosity
is reserved for those whose work for the community is ended,
The Government’s attitude may attract electoral support, for
old persons have votes and children do not—but it cannot be
Jjustified.

We must be absolutely definite about this. The numbers and
proportion of aged persons in the community are growing rapidly.
The maintenance of the aged population will thus represent an
increasing load upon the nation’s resources. Substantial public
expenditure for these purposes is inevitable. But it is not pro-
ductive expenditure for the future; it cannot add to the future
wealth and welfare of the community. Expenditure on the
young, on the other hand, yields long-term results not only in
the quantity of population but even more importantly in its
quality. The welfare of the young must be a first charge on the
social service budget; in the present technological and demo-
graphic position we cannot afford to run any risks at all with the
welfare of the nation’s children. It is imprudent in the extreme
to rank this after the claims of the aged. The nation’s future
must be put first; we cannot allow humanitarian considerations
to obscure the real social need.

Two separate questions arise about family allowances. The
considerations which determine the proper childien’s allowance
for 2 man on benefit are entirely different from those which
govern the normal children’s allowance. The former must be
at a subsistence rate. The Fabian evidence proposed g/- a week ;
the Report proposed 8/-, varying according to age; the White
Paper says 5/- a week. Subsistence at current prices, even taking
account of expanding services in kind, such as school meals,
cannot be much less than 8/-. One need not accept the general
principle that benefits should provide subsistence in order to
insist that the children of unemployed, sick, and widowed people
must not be allowed to suffer for their parents’ disability. Adults’
benefits are about 9o9%, of subsistence; the benefits for their
dependent children are less than two-thirds of subsistence. It is
not difficult to right this—the cost is about £10 millions a year
at most.
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There is no reason, however, why the normal family allow-
ance should cover subsistence. Those allowances should be
regarded as a general contribution to the expenses of the house-
hold. They should be large enough to prevent child poverty;
they should be arranged to remove the most serious financial
obstacles to parenthood. Sir William Beveridge suggested an
average of 8/- a week for the second and subsequent children—
allowances of 0-8-8-8. The Fabian evidence recommended
6-6-7-81! or 0~7-8-g. The White Paper proposes o0—5-5-5, and
couples this with a plan for a vast expansion of free milk and free
school meals which will ultimately be equivalent to over 3/- a
week per child of school age. The Government allowances
should be enough to cope fairly effectively with child poverty.
On the facts of pre-war Bristol, it was reckoned that allowances
of 0—0—5-5 would abolish 809, of child poverty,? and the Govern-
ment’s scheme, even at current prices, is appreciably better than
that, especially as the services in kind are already much better
than pre-war. To avoid poverty under the Government's
scheme, a married man with four children living in a large town
would have to earn about 65/- a week, and even when hours of
work come down after the war the vast majority of workers will
be well above this figure, From the narrowest point of view,
indeed, the 0-5-5-5 is probably just about adequate. But it is
highly likely that when the implications of the population problem
are worked out, something appreciably more will have to be
done to remove financial obstacles to parenthood. It may be
found that considerable services in kind, coupled with cash
payments which are specially weighted to encourage four-
children families, such as the 0-7-8-g proposal, will meet the
need. Mecanwhile, it is evidently necessary to press ahead with
the expansion of services in kind; only three-quarters of the
children in clementary schools are yet receiving milk and less
than one-third have a midday meal at school. It is difficult to
be precise without a clearer knowledge than we yet have of the
population problem and its solution. But all the evidence
suggests that we need more both of cash and of kind.

The proposals for married women generally follow the Report.
The employed married woman can choose whether she is insured

1 ie. 6/- for the first child, 6/- for the second, 7/- for the third, 8/- for the fourth.
3 Economic Journal, March 1940, pp. 5t & seq.
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or not; if she is insured, she receives lower benefits than the
single woman. The regulations will tend to discourage her from
becoming insured; there is a difficult choice between imposing
stringent regulations and permitting loopholes for abuse, and the
Government leans to the former. There is no provision for
insurance for part-time work, although it would be easy enough
to arrange that people working between, say, 12 and 24 hours
a week could pay half-contributions and receive half-benefits.
The maternity benefit for employed married women, insured or
not, is excellent; the attendant’s allowance of 20/~ a week for
four weeks after childbirth for non-employed mothers is likewise
excellent, and the principle could well be developed further to
cover other housewives’ ilinesses by the provision of home helps
as a social service. The maternity grant of £4, on the other
hand, is too small, and it is rather a pity that the Beveridge
proposal of a marriage grant has been abandoned. It may be
true that the marriage grant calls for too large a contribution if
it is to be paid for by a woman’s contributions in her pre-nuptial
working life. But the social need exists; a good marriage grant
can have considerable effect in permitting earlier marriage and
in enabling a new home to be started free of debt. It may
therefore well find its place in a co-ordinated and practical
population policy.

Widows are particularly well cared for in the White Paper,
which rejects the basic doctrine not only of the Beveridge Report
but also of the bulk of the Beveridge evidence. The widow's
benefit for the initial period of readjustment after her husband’s
death (36/-) and the guardian’s benefit for widows with dependent
children (now definitely too low at 24/-) follow the Report. But
most people who have given thought to the guestion consider
that the State’s special responsibility to widows ends there; the
widow under 6o without dependent children may have a claim
on the State as a person who cannot find work or is too ill to
work, but she has no claim merely as 2 widow. This doctrine
finds considerable practical justification in the war-working
record of widows of 50 and over and also in the virtually complete
absence of claims for public assistance by widows without de-
pendent children. The Government has, however, decided for a
widow’s pension of 20/-, for widows without dependent children
between 50 and 60, provided they have been married for ten
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years. This will, of course, discourage widows from working, for
their pensions will be reduced by the extent of their earnings
in excess of 20/- a week. It means extra expendlturcu-httle maore
than Beveridge in 1945, but £10 millions more in 1555 and
£ 15 millions more in 1gb65.

The immediate treatment of the aged is much more generous
than that of the Beveridge Report. The retirement pension is
started at 35/- for an aged couple and 20/- for a single aged person,
contrasted with Beveridge’s 25/- joint and 14/- single; the pen-
sions in the Report did not reach the 35-20 stage until 1957,
although they were planned to go higher to 40-24! in 1965.
The pension wilk be conditional on retirement, and will be raised
by 2/- joint or 1/- single for every year by which retirement is
postponed after the age of 65; earnings over 20/~ will be deducted
from the pension. Assistance pensions will be provided on a basis
of need for those who require them. The scheme is a reasonable
one, although ultimately a higher level than 35-20 should be
possible. The case for providing subsistence pensions is some-
what weaker than that for subsistence benefits for the unemployed,
sick, and guardians. The great numbers of aged make high
benefits as of right extremely expensive; a large minority of aged
people have savings and other resonrces upon which they can
properly be expected to draw during old age. One-quarter of
the present aged receive no State money at all and are certainly
not in poverty; only one-quarter have their pensions supple-
mented to the maintenance level.? It is doubtful whether, when
total resources are limited, it is really justifiable to spread them
evenly over the whole population of aged rather than to use
them where they are most needed. What 1s needed immediately
is a reasonable level of retirement pension plus assistance pen-
sions for those who need them, liberally administered so that the
aged are not a charge upon their children; a less generous
immediate pension—say 30-17—would be tolerable to achieve
this. This could be stepped up to, say, 40-24 in the next ten
or fifteen years,

The death grant proposals are well in line with the Report and

! i.e. 40/- for a couple and 24/- for a single aged person.

* At the end of December 1944, there were approximately 1,387,000 supple-
mentary pension cases current, which covered the needs of 1,616,000 old age and
widow pensioners {Minister of Health, Hansard, February 15, 1945). There arc
about 6} million men of 65 and over and women of 60 and aver.
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are generally acceptable. It was hardly to be expected that the
Government would adopt the recornmendation to nationalise
industrial assurance, although the case for this has been proved
over and over again; the introduction of the death grant will
in any case be seriously detrimental to the companies’ business.
The important gap here is the lack of provision for funeral
reform, a subject which is becoming increasingly pressing; this
is the one certain expanding industry over the next decades, and
the exploitation of death which is now the current practice cries
aloud for reform.!

Looking at the Government’s proposals as a whole, we find
that there are five significant and necessary amendments :

(1) Increase of benefit for dependent children of unemployed,
sick, and guardians from 5/- to 8/- (say, £ 10 millions).

" (2) Increase in normal family allowance from o-5-5-5 to
0-7-8-g (say, £30 millions).

(3) Indefinite duration of unemployment and sickness benefit,
subject to control of abuse as explained above (say,
£5 millions, taking account of reduced assistance load).

{(4) Revision of unemployed, sickness, and guardian benefit to
provide for subsistence at current prices (say, 33/- for
a married couple and zo/- single} plus the actual rent
obligation subject to appropriate maxima (say, {15
miilions).

(5) Reduction of contributions to, say, 2/6 for an employed
man and correspondingly less for women, self-employed,
and non-employed. This would not change the charge
on the community as a whole, for everyone would have
to pay correspondingly more in direct and indirect
taxes. But the charge would be spread more fairly.

These reforms would call for an extra £60 millions a year of
benefit, steadily throughout the next twenty or thirty years.
The White Paper provides for cash payments of £480 millions in
19435, rising to £ 600 millions in 1965, and £ 640 millions in 1975.
It is stated fairly categorically that this is the most the nation
can afford for this part of the social services. But the reforms
are needed to satisfy the basic requirements of social security.

The main question arises in the early years. The ten post-war

1 Funeral Reform, by Joan S. Clarke, published by the Social Security League,
1944.
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years must bear the heavy strain of military expenditure, physical
reconstruction, industrial re-equipment, and recovery of our
international position; they will be years of difficult structural
adjustment. They will be decisive also for the population struc-
ture; in this period great efforts must be made to improve the
quantity and quality of the population—more public health,
more education, more children’s services, more redistribution of
income in favour of parents. In every sphere of life, this will be
a period of investment for the future and of adaptation of British
society to the needs of the time.

This makes our five proposed reforms the more nccessary,
two-thirds of the additional £60 millions is direct investment in
children, and the rest is designed to ensure that none of the
population of working age has its ability and productive power
blunted by poverty. These reforms must be fitted in, even at
the expense of other parts of the plan. If absolutely necessary,
it would be possible to delay for a few years the introduction of
the retirement pension at the full rate of 35/~ joint and 20/-
single; if it started at g30-17, there would be an initial saving
of £15-20 millions a year. But it is very doubtful whether this
economy would be absolutely necessary, The finance is very
conservative. It would be a crying scandal if we managed our
affairs so, badly that there were 1,500,000 unemployed in an
average year, as the calculations assume. Unemployment should
not exceed the more or less inevitable level of 5%, or about
900,000. Any unemployment in excess of this figure is “depres-
sion” unemployment, and expenditure by the State on benefits
would then serve a positively constructive purpose; it would not
be a “cost” at all, but would increase employment and swell the
national income. The finance of the scheme need cover only
the inevitable unemployment; if we put that at 5%, there is an
immediate saving of £45 millions a year, assuming the reforms
above. Even if the £480 millions total is an iron maximum, there
is still room for the additional reforms within its framework.

Looking forward to 1665 and 1975, we still need the extra
£60 millions, but we can still save £45 millions by proper treat-
ment of expenditure on unemployment benefit, By this time,
however, we must certainly also have a more adequate retire-
ment pension, such as 40/- joint and 24/- single instead of 35-20.
The additional expenditure in 1965 might be about £ 20 millions,
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rising to possibly £30 millions a year in 1975. This certainly
ranks before the proposed widow’s pension, which will cost about
£15 millions by 1965. Increasing the retirement benefit and
abandoning the widow’s pension, we should nced an additional
£20-30 millions a year in all, which is very small in relation to
the general scale of the plan.

It is impossible to be precisely scientific in assessing the pro-
pricty of one series of claims on the national income without full
knowledge of the others. Before the war, the expenditure upon
cash payments was about 5%, of the net national income. In
1943, the national income was well over £8,000 millions, and
in the notional year 1945 at current prices it can hardly be less
than £7,000 millions, and it may be appreciably more. A
redistribution of only 29, compared with pre-war would thus
give a possible figure of at least £490 millions.! There seems
no doubt that the amendments we suggest can be safely incor-
porated in the scheme, and that the only consequent reduction
which need even be considered is 2 modest delay in the intro-
duction of the full retirement pension. In the longer view, the
changes suggested in the prcvnous paragraph are certainly
practicable. The required expansion in cash payments from
1945 to 1975 would be only 19, per annum, whereas the pre-war
rate of expansion of national income was 149, per annum, and
in the post-war period we should be very stupid if we failed to
do 29, or 24% per annum. Provided that we invest appropri-
ately in the future and root out the danger of economic and social
decay which is very real at our stage of dcmographlc develop-
ment, the national income will certainly rise fast enough to look
after the growing weight of payments that the scheme requires.
If we lay the foundations right in the next ten years, the burden
of the relief of poverty will rapidly lighten.

Much depends upon the means and inducements which can
be provided to keep the aged, widowed, and disabled in work
appropriate to their capacities, for this helps both by increasing
the national income and by reducing the social security charge
upon it. This is the crux of the workmen’s compensation policy
set out in the White Paper. This scheme retains the separation
of workmen’s compensation from the other cash services and
strikes out quite a different line from that of the Beveridge Report.

? je. 7% of £7,000 millions contrasted with the pre-war 5%,
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It sweeps away the old complexities and injustices. The man
who is injured in industry is to be regarded as a casoalty in the
battle for production. Workmen’s compensation will be a social
service financed by threefold contributions; the risks will be
entirely pooled, with no additional charge upon the hazardous
industries; claims will be determined by administrative pro-
cedure instead of by the costly process of litigation in the courts,
in which the workman is usually placed at a disadvantage. This
is all welcome; no one can wish to retain the old system with
its petty swindles and its inefficiencies and its anomalies.

The social interest requires that there should be good com-
pensation for men in dangerous trades and that the industrially
disabled should find their way back to work as easily as possible.
The scheme provides a flat-rate injury allowance followed, if
necessary, by an industrial pension based upon the degree of
disablement and not upon loss of earnings. The injury allow-
ance is 43/g for a married man and 35/- for a single man. This
is well above the sickness benefit of 40-24. The case for a different
rate for industrial injury is easier to refute than to defend; the
higher rate leads at once to all the well-known anomalies rclating
to whether accidental injury *“arises out of and in the course of
the employment.” For men in dangerous jobs the higher rate
is obvious justice, but the real difficulty is that it is impossible to
schedule certain jobs as being abnormally dangerous; certain
industries and occupations are more hazardous than others, but
some jobs in hazardous industries will be much less dangerous
than others in the non-hazardous industries. If we are to use
this means of providing proper compensation for injured miners
and pottery workers, we must aiso provide it for bank clerks and
typists. The Beveridge Report rejected this and proposed ordin-
ary sickness benefit for the first 13 weeks, and there is much to
be said for this. However, the existing benefit being 40/- for a
married and 35/- for a single man, the Government could hardly
make such an adjustment. The Government’s industrial pension
is fixed according to extent of disablement and is not related to
previous earnings or to loss of earning power in the future. For
1009, disability, the proposal is 50/- for a married man and 40/-
for a single man, with an additional 10/- if the man is unemploy-
able; the existing arrangement is a maximum of 50-40 or two-
thirds of earnings—at present earnings, this is in practice a flat-
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rate already. The proposal avoids all difficulties of assessment
of what earnings actually were or will be and has many other
advantages; on the other hand, it means that a man can suffer
partial disability, get a permanent industrial pension, and main-
tain his earning power as well; the experience of war pensions
shows that this is not infrequent. With this high level of industrial
pension it is important to set up inducements to partially disabled
men to obtain work. It is premature, however, to pass judgment
on the Government’s scheme. The old clutter is swept away;
the proper means of handling these very difficult problems can
develop only with experience. . .

This completes our analysis of the Government’s plans, There
are some interesting minor omissions. Nothing is said about
war pensions, which must, of course, be brought into line with the
industrial benefits; * the administration of war pensions should
surcly pass to the Ministry of National Insurance. Very little
is said about administration; the Assistance Board will be
brought under the Minister but will retain its present quasi-
autonomous position. There is no mention of advisory com-
mittees or of any direct relationship with the public, except in
workmen’s compensation., There is no special sign of under-
standing of the necessity for the recruitment and training of skilled
staff. The emphasis throughout is on the cash to be paid and
received; the constructive radicalism which ran through the
whole of the Beveridge Report is distilled into shillings and
pence. This may be right; it may be for the outsiders to provide
the ideology and for the Government to do the practical job.
But much depends upon the public attitude to plans of this kind ;
if social security means a feather-bed national life, with casy
money for all from a bottornless pit, with rights for everybody
and duties for nobody, then we want none of it. The whole
point of putting a floor below the standard of living is to encour-
age enterprise and mobility, to give people elbow-room in order
to develop their abilities for the common productive task, and
to remove the menace of poverty which degrades men and
women and embitters the whole structure of society. But these

! The 100% disabled private soldier gets 40/- pension compared with 40/- for a
100% disabled munition worker, but the latier gets an additional 10/- if he is unem-
Ployable ; both get wife’s allowance of 10/-. The disabled N.C.O. gets more than
the private, whereas all industrial workers get the same. The war-disabled civilian
13 on the same basis as a private,
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things must be said and repeated by the leaders of the community.
To express the scheme in figures and regulations, to pretend that
it is insurance in any commonly understood sense of the term,
to give the impression that contributions pay for benefits, to
break this massive conception of social welfare into a list of
benefits which people can get and what they have to do to get
them—this destroys the spirit and ushers in the feather-bed
philosophy. In peace as in war, the moral is to the material
as three is to one; this is the fact that the Government should
bear in mind.

Our criticigms of the Government’s plans should not be
allowed to overshadow the tremendous satisfaction with which
we of the Fabian Society see this great project approach the
Statute Book." From the earliest days, more Fabian effort has
been devoted to the removal of poverty than to any other single
social objective. It has been the function of the Society to map
the necessary measures ahead, to develop the radical solutions
for the problem of poverty, and to preach them eontinuously
until they_have become commonly accepted doctrine. Often
enough there have been twenty years to wait. But the hard and
realistic thinking has always won eventually. The momentum
of the facts has spoken. We believe now that if the White Papers
are enacted as they stand great good will result. But it is as
certain as anything can be that in the next decade there will be
irresistible demands to modify and amend the new Act in order
to make it more sure in its establishment of a national minimum
. standard of living and more positive and constructive in its
provision for the young. It is better to incorporate this revision
now than to wait for public clamour to enforce it.
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Memorandum of Evidence submitted to the Beveridge Com-
mittee by the Social Security Sub-Committee of the
Fabian Society. 'This was supplemented by oral evidence.

I
OUTLINE OF THE SCHEME

THE PrAcTICAL IMPLEMENTATION OF SocCiaL SecuriTy

1. The anomalies and deficiencies of the social insurance and allied
services are well known to the Committee, and this paper does dot
refer to them. They are so striking and so deeply rocted in the
structure of these services that major reconstruction will be necessary
if they are to be eliminated. Such a reconstruction cannot stop at
a mere rearrangement of existing contributions, benefits, and paying
agencies; it must be accompanied by a reassessment of the social
functions which the cash services can and should perform in modern
society. In this paper a detailed scheme is put forward, embodying
what we believe to be the basic principles upon which these services
must henceforth be founded. ’

2. First, the social insurance and allied services are only one facet
of social policy in the broadest sense; they are one of many instruments
by which society attains its social objectives. A constructive social
policy aimed at providing the maximum public welfare must be
linked with a positive economic policy to make full use of the nation’s
resources, a positive health policy, a positive education policy, a
positive housing policy, a positive population policy. These fields
are outside the Committee’s terms of reference, but the cash services
cannot be separated from them; unemployment benefit is inextricably
linked with unemployment, health insurance with medical services,
family allowances with population objectives.

3. Second, too much emphasis has in the past been placed upon
the cash aspect of the insurance and allied services, and far too litile
upon the need for positive and constructive services to keep people
productive and healthy or to restore them rapidly to work and health.
Such constructive services must be the hub of the whole affair. There
must be a free public medical service and there must be an improved
placement, training and rehabilitation service. Without them, it is
impossible to frame a satisfactory system of cash payments. The
purpose of the cash payments for sickness and unemployment is to
provide for people who lose their earning power for one reason or
another; this cannot be done adequately or justly except as an
integral part of positive action to restore that earning power.

as
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4. Our proposals are based upon this premise. They aim at pro-
viding sufficient maintenance for those who temporarily or per-
manently lose their earning power—that is the simple service which
the cominunity owes its members. But they fully recognise the
profound reciprocal obligation upon the citizen to co-operate fully in
the restoration of his earning power. The obsolete “cash™ criterion
with its poor law connotations on the one hand and demands for
unlimited payments ““as of right” on the other, is replaced by a new
“social” criterion, by which society provides full maintenance for its
economically incapacitated members, but does so only to the extent
to which its members are willing to accept their corresponding social
obligations. The emphasis passes from ‘‘cash” to “work” and
“health.” Social Security is thus conceived in positive and creative
terms rather than as merely fending off misery or destitution by
money payments.

5. In this context, the insurance-cum-assistance type of scheme is
clearly outmoded. In the process by which a man is entitled to
insurance benefit “as of right™’ for a period of 26 weeks, and may then
receive assistance only after a stringent investigation of his financial
position, the real needs of the case—restoration of earning power—
are completely eclipsed by the financial considerations--the number
of contributions paid, the number of weeks’ benefit received, the
amount of savings at the man’s disposal. If the rates of benefit and
the conditions of assistance are “‘generous” there is grave danger of
waste of public funds and of moral deterioration of those publicly
maintained for long pericds; i the benefits are small and the con-
ditions of assistance ‘‘strict,” hardship and injustice and social
bitterness are created. '

6. For the contingencies of unemployment, sickness, disablement
and widowhood, we therefore propose a flat rate benefit, at a level
adequate to cover reasonable needs, paid for an indefinite period
with no needs test. The flat rate would be exclusive of rent, and the
actual rent of the client would be paid, subject to a maximum, This
would give the worker real security against the economic effect of

" these contingencies. He would know that his rent was covered, and
that he would have encugh to live on. He would also have the
assuyrance that the resources of society would be directed to the
restoration of his earning power. We propose also very strong sanctions
against the malingerer or the slacker; refusal to co-operate with the
placement, re-training and rechabilitation service or with the public’
medical service would be dealt with very severely. This “social”
sanction is likely to be far more effective and just and constructive in
dealing with the asocial individual than a *‘financial” sanction can
possibly be.

7. Provision for old age requires special treatment. It is clear that
society must provide adequate living standards for the aged; the
removal of the fear of poverty in old age is an essential constituent
of the health and welfare of people in their working years. But the .
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changing age-distribution automatically rules out the extremely
generous schemes which are being canvassed in some quarters; it
would be a fundamental error in social policy unduly to divert
resources to the aged at the expense of the young. Qur proposals
are therefore framed on the assumption that adequate maintenance
must be provided for the aged, but that every possible effort must be
made to induce old people to remain at work for as long as it is possible
for them to do without detriment to their health. We therefore
suggest a double-deck scheme, by which gainfully occupied men of
65 and women of 6o receive a 10/- weekly pension while they continue
at work, to compensate for the loss of earning power as they get old.
They should be able to. retire after that date on a pension which
provides sufficient maintenance {paid as a flat rate plus rent) but is
not so high as actually to encourage them to leave work. As an
incentive to supplementation of pension by work we should regard
as “retired ” those earning less than rof- per head weekly. We also
propose an unsubsidised State superannuation scheme to which people
could voluntarily contribute.

8. The social security scheme should be comprehensive, covering
all gainfully occupied persons; there is no case for omitting the
self-employed, who are equally liable with others to sickness, dis-
ablement, old age and widowhood. Nor is there any reason why
one upper income limit rather than another should be chosen; it is
desirable on social grounds that these services should be available
to all, and the absence of an upper income limit simplifies administra-
tion and avoids difficult border-line cases. Benefits in respect of loss
of earnings would, of course, be subject to direct taxation in the
same way as any other income. Part-time workers, working between
15 and 3¢ hours weekly, should be included on a half-benefit basis,
and this could also apply to such marginal cases as those shopkeepers’
and farmers’ wives who are in effect partially employed by their
husbands.

9. It is clearly impossible to link contributions with benefits in a
scheme of this kind. Such link is possible only in an insurance-cum-
assistance scheme. If the benefits continue indefinitely, or indeed if
the bulk of the cost is borne by the State, the contributions are in
reality no more than a tax of a rather regressive type. The employer’s
contribution is in any case indefensible except as a convenient and
accepted form of indirect taxation; itis actually a tax on employment
which can be justified only if the employer is reparded as having
some responsibility for the employment, health and maintenance in
old age of his employees. No useful purpose is served, therefore, by
the continuance of specific contributions, except in so far as they
represent a more acceptable system of taxation than the direct taxation
of workers’ incomes. The policy to be followed depends largely upon
the extent to which war-time income tax on wage-earners’ incomes
becomes an accepted part of the fiscal system. It must be clearly
recognised that most of the cost would have to be borne by the workers

2E
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themselves. If in peace-time the great mass of working-class incomes
can be included in the income tax we should prefer this as a
method of financing social security than the tripartite system of con-
tributions by employers, employees and the State which has hitherto
prevailed.

" 1o. In addition to these cash services which are aimed at com-
pensating for temporary or permanent loss of earning power, we
propose a number of allowances to be available to all people whether
gainfully occupied or not, to meet contingencies which require
additional expenses. These include family, maternity, marriage and
burial allowances. The case for family allowances is now generally
accepted; adequate maternity allowances are clearly necessary, not
only to cover the working mother’s compulsory ahbsence from work,
but also to cover the incidental expenses of all mothers; a small
marriage allowance would remove an important obstacle to ecarly
marriage, and thus possibly to the raising of larger families; burial
allowance, together with control or municipalisation of the under- _
takers’ services, would strike at the root of the asocial exploitation
of the fear of a “‘pauper’s funeral”” by the industrial assurance
companies,

11. Provision must also be made for the payment of emergency
benefit to people who come outside the scope of the scheme—e.g.
wives of men in prison or aged people who had never been gainfully
occupied and become needy—and to supplement the incomes of
people who for justifiable reasons are unable to manage on the basic
benefits provided. Means would, of course, be taken into account
in the assessment of these payments. The emergency service would
supply the necessary elasticity in the scheme as a whole, and would
also provide an important field for positive welfare work.

12. We contend that it is possible within the limits imposed by the
prospective size of the national income and the willingness of the public
o accept taxation, to provide rates of benefit which would be adequate
for reasonable maintenance of the economically incapacitated and
their dependants, and also to provide the constructive allowances
set out in para. 10. The proposed scales are set out in paras. 23-5 of
the detailed recommendations. The total annual cost may be roughly
estimated at the order of fboo millions, or,about 949, of the
net national income at current prices; the corresponding pre-war
proportion was about 59%, but some 134% of the national
income was then devoted by the workers to voluntary protection—
through industrial assurance, friendly societies, etc.—against con-
ungencies which would now be borne by the scheme. This projected
lay-out of the national dividend secems to us both practicable and
desirable; it does net scem too generous when we consider that at
any given time one-quarter of the adult population is directly or
indirectly affected by one of these contingencies. We must again
add, however, that these scales are entirely dependent upon the

adoption of a constructive and forward-looking national econornic
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policy, for unless the national income can be maintained at a high

. level such benefits clearly cannot be paid. And the stages by which
the scheme is introduced should necessarily be planned to accord with
the progress of economic reconstruction. .

14. From the administrative point of view, the scheme as a whole
has great simplicity. All these services should be administered by
a Ministry of Social Security, with a Minister responsible to Parlia-
ment. This Ministry would absorb the functions of all sacial insurance
and assistance agencies, including the Ministry of Pensions. The
whole complex apparatus of National Health Insurance would he
cleared away; the Ministry of Labour would be able to concentrate
its attention upon the expansion of its placement, training and
rchabilitation service; the Ministry of Health would be able to
concentrate upon the building of a free public medical service; the
Assistance Board would be completely absorbed ; the Public Assistance
Committees would lose all their cash-paying functions. There would
certainly be a great saving in administrative effort, and a consequent
increase in administrative coherence, simplicity and efficiency.

14. Workmen’'s compensation should not be included in the com-
prehensive social security scheme, for there are real advantages to
be secured from retaining the employer’s financial interest in the
safety of his workmen. But it would be administered by the Ministry
of Social Security. Employers should be required compulsorily to
insure in a State-operated scheme; the premiums would be merit-
rated according to safety conditions. Claims should be settled by
administrative procedure instead of by the present time-wasting and
money-wasting reference to the Courts. The entire machinery of
insurance against employers’ liability would be removed from the
sphere of profit-making. There would be no adverse interest financially
opposed to the payment of each claim.

15. War pensions and personal injury allowances are not included
in the comprehensive scheme, for the community’s obligation to
provide a proper livelihood for the war-disabled and for war widows
is on rather a different plane from its obligation to the economically
incapacitated. The payments should provide something more than
the bare minimum for healthy existence. The administration of
these payments, which is now unduly complex, should come under
a special division of the Ministry of Social Security, and special
attention should be paid to the needs of the war-disabled when the
rehabilitation services envisaged in para. 3 are being established.

16, Finally, throughout the whole field, great importance must be
attached to the staffing of the Ministry of Social Security. It is essential
that the men and women at the point of contact between the Ministry
and the public should be trained for social service work; otherwise
the spirit of constructive welfare can never appear. It is essential
also that those responsible for policy should be fully aware of the role
which the social services can and should perform in developing the
public welfare. Great changes are taking place in the attitude of



436 SOCIAL SECURITY

the public to the State and to the social services; it is vitally necessary
that the administration should adapt itself to these changes and
develop new types of personnel to meet new reguirements.

1I
DETAILED RECOMMENDATIONS

I. ProvisioN AGaINsT UNEMPLOYMENT, SICKNESS, I)ISABLEMENT,
WmowHooD

17. The scheme protects all gainfully accupied persons and their
dependants against economic insecurity arising from unemployment,
sickness, disablement, widowhood. Benefits adequate for the main-
tenance of the citizen and his dependants must be available for the
full duration of the contingency; the same rate of benefit should
be paid in respect of all these contingencies. There must be no
upper income limit and no test of need. All gainfully occupied
persons must be included, with no *‘excepted” employment. Those
working between 15 and 30 hours a week should be classed as part-
time workers, and should receive half-benefits; shopkeepers’ wives
and daughters could be placed in this category. People who are
working but who derive more than a certain proportion- of their
income from ‘““unearned” sources (other than social security benefits)
would not rank as ““gainfully occupied.” )

18. Unemployment benefit, continuing for the whole period of genuine
unemployment, should be linked with a placement, training and
rehabilitation service, operated by the Ministry of Labour, This
service should after a period review the industrial position and prospects
of the citizen; if there was no prospect of re-employment in his original
trade, the service would provide training and other rehabilitation
- facilities. The period before positive action of this kind was taken
would depend upon the circumstances; the position of a youth of
18 or 19 in a blind-alley occupation would be reviewed in this sense
almost at the outset of his unemployment, whereas that of a highly
skilled worker in a cyclical industry would not be reviewed for a
substantial period. Formerly self-employed persons claiming unerm-
ployment benefit would, of course, receive it if they were willing to
cu-operate with the placement service, and take other jobs if offered.
Failure to co-operate with the placement and rehabilitation service
would mean loss of benefit or other deterrent treatment, subject to
a right of appeal (see paras. 41-2).

19. Sickness benefit should likewise continue for the whole period of
unfitness for work, the distinction between sickness and disablement
benefit disappearing. Here again the emphasis must be laid upon
the restoration of the citizens to health. Only a free State medical
service can provide sufficient services. Eligibility for benefit should
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depend entirely upon the opinion of the State medical service whether
the citizen is fit for work. The abolition of the “panel” system and
the supersession of private practice by the State medical service
would remove any financial interest which doctors may now have
in giving decisions unduly “favourable” to their patients; the State
medical service should be able to say fairly and frankly whether a
man is fit for work or not. Seciety would be protected against the
malingerer by measures analogous to those provided for unemployment
above,

20. Disabled men and women, if gainfully occupied before disablement,
should receive benefit indefinitely. Blindness should not be regarded
as a separate disability. Congenitally disabled and those who were
disabled before they could have been gainfully occupied would be
regarded as gainfully occupied for this purpose. ‘‘Percentage
pensions”™ should be paid to those whose earning capacity is partially
impaired, the pension being related to the degree of economic
incapacity from which they may be expected to suffer in the occupation
they are able to follow, sub_lect to a maximum. There should be a
specialised placement service for disabled persons, together with
specially organised diversified workshops as necessary. Supple-
mentation should be paid in case of need to those whose living expenses
are increased on account of their disability.

21. Widows of gainfully occupied men and gainfully occupied
widows should receive full benefit for as long as they have dependent
childrer. Widows without dependent children should receive benefit
for the first three months of their widowhood. At the end of that
period, if they were not working, they would receive unemployment,
sickness or disablement benefit as was appropriate, subject, of course,
to the conditions set out in paras. 18 and 19 above. Orphans would
receive a total rate of 10/- weekly.

22. The standard rate of benefit would be exclusive of rent. The
total payment made would include the full rent for which the citizen
was responsible, or of course the rates and the interest element o
building society payments and Schedule A tax liability if the citizen
was buying or had bought his house; the rent allowance would be
subject to a maximum, fixed regionally. A scale would be necessary
to apportion the rent paid for a dwelling in which there was more
than one earner. Provision would also be necessary to prevent the
exploitation of this situation by landlords. The separate allowance
for rent presents some administrative difficulties, but it has the real
social advantage that the citizen can feel that his rent obligations
will be met, whatever the contingency, and it is in any case necessary
because rents are so very diverse that it is impossible to provide a
flat rate benefit including rent which is neither unjust to the worker
with a high rent nor unduly wasteful of the public funds.}

23. It is proposed that the standard weekly benefit, excluding

' For further claboratian, see Supplementary Evidence, p. 455.
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rent, should be 20/- for 2 man, 18/- for a woman, 13/~ for the wife
or other adult dependant; family allowances (see para. g1} should
be made up to g/- for each child whose family is being maintained by
Social Security benefits. These rates are based upon the cost of the
B.M.A. diet and the Bristol Survey allowances for clothing and fuel
and light, re-priced at the prices of the winter of 1041-42 (see Annex A).
" The woman’s benefit is fixed below the man’s on physiological grounds.

II. ProvisioNn ror OLD AcE

24. A benefit of 10/- weekly should be paid to all gainfully occupied
men at the age of 65 and to gainfully occupied women at the age of 60.
This would be paid as compensation for loss of earning power with
increasing years. Male pensioners still earning should have an
additional 5/- weekly for non-gainfully occupied wives over 6o.

25. On retirement from work at any time after the age of 65 for
men or 6o for single and widowed women, a further pension of 5/-
weekly plus rent would be paid, and married pensioners would then
be entitled to 10/- weekly in respect of their wives. The effect of
this double scheme would be that a married man of 65 or over could
receive a retirement pension of 25/« weckly plus rent; a single man
of 65 or over or a single or widowed woman of 60 or over could receive
15/- weekly plus rent. Gainfully occupied married women of 6o or
over should receive an extra 5/- weekly when they and their husbands
retire, making, for these couples, a total of g0/-. These benefits may
be regarded as adequate to provide reasonable maintenance, although
they are below the rates for the other contingencies (see Annex A).
To encourage supplementation of these pensions by part-time work,
earnings of less than 10/- weekly per head should be disregarded.

26. These benefits are confined to the gainfully cccupied. In order
to qualify for them, a man or woman would be required to have been
eligible for social security benefits continuously for the five years
preceding’ application for the pension. This would in effect cover
everyone except those who had been living on private means or on
the generosity of relatives—for example, a widow who had been
widowed at the age of 50 and had no dependent children, and had
then lived on private means, would not be eligible at 60 for a pension,
but a similar widow who at the end of three months’ widowhood
(see para. 2) had been deemed incapable of work and had received
full or partial disablement benefit ever since would be eligible at 6o.
Men receiving other benefits would pass to old age benefit at the age
of 65, and single and widowed women at 60; those receiving unem-
ployment or sickness benefit would be allowed to continue at those
rates 'of benefit on the understanding that they were willing and
able to resume work, with a reasonable prospect of cbtaining
employment.

27. It must be stressed that the financial possibility of providing
adequate benefits depends ta a very large extent upon the proportion
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~ of old people who would want to retire on pension at the stated age.

Measures must be devised to induce them to remain at work as long
as possible without detriment to their health. As longeyity increases,
the age to which people are capable of useful work should also increase.
The achievement of this requires both propaganda designed to show
old people that the community needs their continued work and .
the investigation of the practical problems of employment of old
people.

28. The conditions for benefit set out in para. 26 are sufficiently
clearly defined to determine in the long run whether a given person
is or is not eligible for benefit. But at the date of introduction of the -
scheme there would clearly be considerable difficulty. People should
be entitled to these benefits if they could demonstrate that they would
have been eligible if the scheme had been in force when they reached
pensionable age. All insured persons and all those being maintained
by public and charitable funds would automatically be eligible;
a series of ad hoc decisions would have to be taken about other
categories of people,

29. A voluntary unsubsidised scheme for the provision of super-
annuation benefit over and above the statutory rate should be made
available through the Post Office. The amount of additional pension
that could be provided would depend on the amount of contributions
and interest standing to the credit of the individual on his attaining
the age of 65. It is estimated that, assuming interest at the rate of
219, a contribution of 1/- a week paid continuously from the age
of 20, or of 2/6 a week from the age of 40, would purchase an annuity
of 10/- a week at the age of 65. In the event of the death of the
contributor before that age, the amount of the contributions and
interest would be payable to his estate. A special advantage of this
scheme would be that employers who desired to supplement the State
pension provision could be encouraged to make contributions on
behalf of their employees instead of running an individual scheme
of their own. This would remove a serious obstacle to industrial
mobility imposed by self-contained superannuation schemes,

II1I. Provision oF CONSTRUCTIVE ALLOWANCES

30. Allowances must also be provided for the whole population
in respect of the following contingencies which involve increased
expenditure : parenthood, maternity, marriage, burial.

31. Family allowances are now accepted as the best single means of
combating a lowered standard of hiving due to the obligations of
parenthood, and their introduction is in any case a necessary
of positive population policy. We propose that allowances should
be made for each dependent child under the school-leaving age and
for older children receiving full-time education, and that the allowance
should increase for the third and fourth childrcn, both in order to
encourage the raising of larger families, and also because large families
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will contain a high proportion of older children, who are much more
expensive to maintain. The family allowance should not cover the
whole cost of maintaining a child, but it should make a substantial
contribution. We propose allowances of 6/- weekly for each of the
first two children, 7/- for the third, 8/- for the fourth and subsequent
children, The 6/- allowance is roughly equivalent to that provided
at the present time to all income tax payers with an income of f4
a week or more in respect of their first child. As stated in Annex A,
para. 7 {¢), if it were necessary to reduce the total cost of the scheme
we should omit family allowances for the first child.

32. The allowances should be paid to the mother in cash at the
Post Office. The existence of these allowances should not be allowed
to check the energetic development of services to children in kind—
milk in schools, school meals, etc.” Income tax assessments should
be adjusted so that parents in effect receive either the family allowance
or the income tax rebate, whichever is'the greater. This presents
certain difficulties, as the White Paper on Family Allowances!
points out, but it is the adjustment most likely to be generally
acceptable.

33. Maternity allowance must be provided for all gainfully occupied
women for a period of six weeks before and after childbirth; with-
drawal from industry should be compulsory for this period; the
allowance would be the same as sickness benefit (see Annex B).
These payments could suitably be made dependent upon certificates
proving ante- and post-natal medical supervision. In addition to
the weekly payment for gainfully occupied women, a lump sum of
L 1o should be paid to all women at childbirth for the general expenses
of the new baby. The system of Home Helps should be extended
as a service in kind, not only for maternity, but also for temporary
sickness and disability.

24. Marriage allowance of £15 should be paid. Marriage is a severe
strain on the resources of those in lower-income groups, and if we
desire to reverse present population trends, we should not only remove
financial obstacles to child-bearing and child-rearing, but also smooth
the path towards earlier marriage as a preliminary step. ‘This
allowance would be payable throughout the entire population.

35." Burial allowance of £15 should be paid. This would serve the
very useful purpose of countering the abuses of industrial assurance.
It is at the same time necessary that strong efforts should be made
to reduce the excessive level of funeral costs (see Annex C) by control
of undertakers’ prices or by municipalisation. The undertaking
services are bound to expand in the coming years, and it is highly
desirable that the State should ensure that the community secures the
fullest advantages of concentration of undertakers’ concerns over
large areas and the consequent quantity production of accessories

} Family Allowances, Memorandum by the Chancellor of the Exchequer, May
1942, Cmd. 6354.
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without being subjected to monopoly price policy by the undertakers’
associations. Local authorities should therefore be required to make
schemes for the regulation of charges, and in default of satisfactory
co-operation from private firms should be required to provide
municipal burial or cremation at a standard acceptable to the local
mores at a reasonable price.

IV. ProvisioN FoR EuMERGENCY BENEFIT

36. Emergency benefit should be pranted in cases of sudden
emergency or in respect of circumstances outside the provisions of
the scheme. This would cover the sort of emergencies represented
by applications of P.R.D. relief in war-time; it would cover people
outside the scheme, such as wives of men in prison, or widows who
had lived on private means and generosity of relatives, and had lost
their investments; it would cover cases in which people were unable
for justifiable reasons to rmaintain themselves upon the basic benefits
provided {e.g. disabled people with special expenses). Payment of
these benefits would be made only after full investigation of financial
resources and other circumstances, and it would be desirable to
allow local officers a substantial degree of discretion in payment.
This provides the necessary element of elasticity which must exist in
any social welfare scheme.

V. WoRrkgMEN's COMPENSATION

37. Workmen's compensation should not come within the com-
prehensive scheme., It should remain a charge on industry, but
employers should be required to insure in respect of all employees in
a State-operated insurance scheme, This should apply to all
employers, but industries which wish to form mutual associations for
workmen’s compensation insurance, on a non-profit-making basis,
should have the option of contracting out. Premiums should be
merit-rated according to the safety provisions in the place of work.
Workers should have full facilities te complain of deficient safety
arrangements and to suggest improvements; the importance of safety
prevention must, be stressed throughout. The only reason for
separating workmen’s compensation from other contingencies is the
desirability of using the financial provisions to induce employers to
improve their safety arrangements. The administration would, of
course, work in close co-operation with the Factory Inspectorate and
Mines Inspectorate.

38. All claims should be settled by a Workmen’s -Compensation
Commission without going before the Courts. These Commissions
should be regional, with an umpire in London. We believe lump sum
settlements to be undesirable, for experience shows a tremendously
high proportion of failures in the one-man businesses in which these
lump sums are invested. Rehabilitation and the provision of appliances
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would be dealt with by the services provided in accordance with
para. 3. There should, of course, be no upper income limit for
beneficiaries.

39. The Ministry of Social Security (see Section IX) would be
responsible for administration; payments would be made through
its offices, and in general would be equivalent to the standard social
security payments. :

VI. War Pexsions

40. War pensions are likewise separate from the civil provisions
of the scheme, for injury or loss of life in war is an altogether different
type of contingency. All armed forces and civil defence pensions,
including those administered by other agencies than the Ministry
of Pensions, should be paid through the Ministry of Social Security,
and the Ministry should take over all administration.

VII. ResipuarL SERVICE

41. There must be a residual service for those who voluntarily place
themselves outside the scope of the scheme, by failure to co-operate
with the placement, training and rehabilitation service or with the
medical service. Claimants who, for example, refuse to accept suitable
jobs which are offered them but nevertheless require financial assistance
would pass to the residual service as a result of a determination by an
Adjudicating Committee, which would be similar to the existing
Courts of Referees with suitable modifications. The Committee would
be furnished with the fullest particulars about the claimant, and
would decide whether the claimant’s objections to the job or to the
rehabilitation procedure proposed were valid. Deterrent measures,
where suitable, could include payment in kind, payment to another
member of the household, or institutional treatment. Some clasticity
would be allowed in the application of these deterrent measures.

42. Appeal machinery would be created to enable decisions of the
Adjudicating Committec to be challenged at a high level where
(#) the Comunittee is not unanimous, or (§) the Chairman gives leave
to appeal, or (¢) the Ministry of Social Security wishes to get a decision
on an important point of principle.

VIII. FinanciaL Provisions

43. The financial provisions of the scheme are analysed in Annex A.
Broadly, the scheme is estimated to cost something less than £6oo
millions a year, which, it is believed, is within the capacity of the
nation’s financial resources to bear without undue strain.

44. No decfinite recommendations are made concerning contri-
butions. The benefits are not linked with the payment of contributions
according to an insurance principle, so that contributions in these
terms become no more than a specifically allocated direct tax of a
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somewhat regressive kind. The financial requirements of the scheme
are such that a considerable part of the cost would have to be sub-
scribed by the wage-earners themselves, either by contributicns or
by direct and indirect taxation. A number of possibilities are discussed
in Annex A, but the suitability and acceptability of direct taxation
of low incomes is not yet sufficiently established to enabie us to state
whether public opinien would prefer that method to the well-
established method of weekly contributions deducted from wages.
In any event, the evidence suggests that benefits are being increasingly
dissociated from contributions in the public mind, especially among
young men in the armed forces. No great shock would thus be felt
by public oplruon if the existing contributory basis was abolished
overnight.

45. When the Social Security scheme was introduced, all existing
social insurance funds would automatically pass to the Ministry of
Social Security. They could be used either to provide for some of the
1mmediate costs which- would be incurred, or te contribute to the
income of the Ministry. A firm resistance to increases in benefit in
times of exceptional prosperity would be necessary both from the
Minister and from the Chancellor of the Exchequer; it is hardly
conceivable that either they or Parliament should be so ignorant of
current techniques of public finance as to attempt to cut the benefits
in periods of relative depression; payment of unemployment benefit
at an adequate rate at such a time would, of course, be of positive
benefit in maintaining the public purchasing power and in stimulating
industrial recovery.

IX. ADMINISTRATION

46. The whole scheme should be administered by a Ministry of
Social Security, under a Minister responsible to Parliament, The
Ministry would be responsibie for the payment of all public moneys
ander the scheme. It would absorb the functions of all existing
public agencies in this field. The Ministry would work in close
collaboration with the Ministry of Labour, which would continue to
be responsible for placement, training and rehabilitation, though on
a greatly expanded scale, with the Ministry of Health, which would
be responsible for the free public medical service, and with the
Treasury, which is responsible for public financial policy.

47. The -Ministry would have regional and local offices, directly
responsible to headquarters. The community should co-operate with
the work of the Ministry through local and regional Advisory Com-
mittees. There should also be a Central Advisory Committee with
functions analogous to those performed by the Consultative Committee
of the Board of Education.

48. The Ministry should at every point in its administration
consider the welfare of citizens as a definite objective. Special welfare
departments should be set up in larger offices to handle citizens’
personal problems, to give advice, etc.
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49. The Ministry would inevitably inherit its local and regional
premises from such existing institutions as the Assistance Board,
Insurance Committees, etc. The provision of adequate buildings to
provide proper atmosphere and facilities should be effected as soon
as conditions permit.

50. Special attention should be paid by the Ministry to research,
intelligence, and the collection and examination of statistics in the
field of the social services, both at home and abroad. In addition to
itself carrying out certain types of investigation, the Ministry should
sponsor research by independent bodies and should be receptive to
suggestions based on their findings. The Ministry must also have
a comprehensive public relations policy covering its relations with
official and voluntary bodies, with organised and unorganised groups,
and with individual citizens. Public relations are important in the
social services; failure to understand this has seriously embarrassed
the Assistance Board from its inception.

51. Consequential changes resulting from the creation of the Ministry
would be the dissolution of the Assistance Board, the Approved
Societies, the Insurance Committees, the Pensions Committccs, the
Ministry of Pensions (which would become a Department in the new
Ministry). The Ministry of Labour would be concerned with place-
ment, training and rehabilitation only, and would cease to administer
benefits to the unemployed. Similarly the Ministry of Health would
have responsibility for the organisation of health and medical services,
but would no longer supervise the payment of Sickness or Disability
Benefit, nor Widows’, Orphans’ or Old Age Pensions. These duties
would be absorbed by the new Ministry, which would also relieve
the Department of Customs and Excise from responsibility for Old
Age Pensions administration. The cash-paying functions of Public
Assistance Committees would also be transferred. These bodies
would, in the first instance, supply staff for the new Ministry; ample
numbers are available (see Annex E).

52. In the longer view the staff engaged on the social service work
of the Ministry must have knowledge of the method and outlook of
the social services, and understanding of the role of the social services
in the national life. They must also have the personal qualities which
will enable them to make satisfactory contacts with citizens coming
within the sphere of the Ministry. With this end in view we propose
that recruitment for the Ministry’s staff shall be (1) from those with
professional social service training, (2) from those wishing to transfer
from other Departments, for whom a scheme of in-service training
should be developed, (3) from mature persons with relevant know-
ledge or experience who would be recruited for the higher posts (see
Annex E, paras. 4 and 5). The success of the Social Security scheme
depends upon the development of positive co-operation between
the Ministry and the public, and this depends very largely upon
the quality of the staff, both in the field and in policy-making at
headquarters.
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ANNEX A
FINANCIAL ESTIMATES AND POSSIBILITIES

1. This appendix seeks to establish, in very broad terms:

(8) The cost of providing adequately for priméry needs;
(&) The probable cost of the social security cash benefits;
{¢) The relation of this cost to the national economic resources,

Many of the estimates are inevitably highly speculative, but it is
nevertheless considered necessary that some attempt should be made
to provide some quantitative basis for policy.

Cost oF PriMary NEeEbps

2. The B.M.A. diet for an adult male was priced at 7/4 weekly by
the Bristol Survey! in May-June 1g37; this result was broadly
confirmed by the Crawford Foed Enquiry.? The Ministry of Labour
food price index increased by 229, to the end of 1941r. This gives
a current cost of g/- weekly for the B.M.A. adult male diet.? But
the price of foods not included in the index has risen much more,
and a figure of 10/~ weekly is probably needed to buy a diet equivalent
to the B.M.A. diet. The B.M.A. diet is considered deficient in milk,
but this deficiency should be made good by social distribution.

3. Clothing, fuel, light and cleaning materials, on the Bristol
Survey basis, and adjusted to the price increases given by the Ministry
of Labour index, cost 8/- weekly for an adult male. A further 2/-
must be added to cover miscellaneous expenses—such as newspapers,
tobacco, stamps.

4. An allowance of L1 a week, excluding rent, may therefore be
regarded as a reasonable minimum for an adult male. The cor-
responding figure for an adult female is 18/-; for a married couple
33/-. The cost of maintaining a child varies according to age; itis
not less than 7/- for a child under 5, and 11/- for a2 boy of 13. We
propose to give family allowances (see p. 414, para. 31) of 6/- weekly
for each of the first two children, /- for the third, 8/- for the fourth
and subsequent. For children whose families are being maintained
wholly by Social Security benefits we should make these sums up to
a flat rate of g/- per child.

5. For men of 65 and over and women of 6o and over, the minimum
weekly maintenance cost, on the same basis as in paras. 2 and 3 above,

L The Standard of Living in Brisiel. University of Bristo] Social Survey, 1938,

¥ The People's Food, by Sir William Crawford, K.B.E., and H. Broadley (Heinemann,
1938).

? See Annex F, p. 454.
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is 15/- excluding rent, or 25/- for an aged couple. The figure is lower
because of the ald person’s lower food and clothing needs. However,
we propose to pay 30/- on retirement to aged couples in which both
partners qualify as gainfully occupied persons, and to allow aged
persons to rank as “retired” if their earnings are under 10/- weekly
per head. .

6. A “minimum standard” cannot be given for rent, for the
variations are too great. The scheme provides for a special rent
allowance, covering the rent for which the citizen is responsible,
subject to a maximum which would be fixed regionally. For statistical
purposes we assume an average of 7/- weekly for each wage- and
salary-carner (derived from the 1938 Ministry of Labour family
budgets); 5/- rent is allowed for single aged persons, and 7/6 for
aged couples.

CosT OoF THE SociAL SECURITY SCHEME

7. The following table ! sets out a very approximate estimate of
the annual cost of the scheme:

Lm,
Unemployment (a) . . . . 85
Sickness and disablement {4) . . a5
Old Age (¢) . . . . . 225
Widows and Orphans (d) . . . 40
Family Allowances (¢) . . . 100
Miscellaneous (f) . . . . 25
Administration (g} . . . . 25

Total . . . £595 millions

(a} Assumes 1,000,000 unemployed, or 5%, of occupied population,
with assumptions about men’s dependants as in footnote,
! Population structure extrapolated from pre-war réfers to the end of 1942, as

follows :
Males Females Total
(m.) (m.) {m.}

Total all ages . . . 22-6 24'4 470
Children under 16 . . 53 52 1005
Adults, 16-64 . . . 154 16-6 320
Aged, 65 and over oo 1) 2:6 4'5
Occupied, 16-64 . . . 147 58 20'5

Each occupied man has 0-6 adult dependants (aged no longer being dependent)
and o7 children. We assume there are 0-8 million widows under 60, each with o3
dependent children ; 0'6 million single and widowed women of 60-64 ; 08 million
married women of 65 and over ; 1'2 million married men of 65 and over.

Costs of (a), (6} and {d) are for men of 1664 and women of 16-59 only ; costs of
these allow for supplementaton of family allowances to bring total children’s
allowances up to a flat rate of g/- cach per week.
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(8) Assumes average incapacitation of 14 working days a year—
4°3% for men and 5-0%, for women—applied over whole of
accupied population. Latest figures for Department of Health
for Scotland give 10-g2 days per male and 12-45 per female
in 1935-36, but rate is rising. This costs £80 millions.
Additional ailowance of £15 millions to cover those who de
not appear in the Census as ““occupied,” but who would be
eligible for benefit (e.g. congenitally crippled, and those wha
though originally *‘occupied” have ceased ta record them-
selves as such).

{c) Assumes 95%, of men of 65 and over and 85-90%, of single and
widowed women of 60 and over eligible for benefit. Assumes
25%, of eligible men of 65 and over, 209, of eligible women
of 60-64 and 6%, of eligible women of 65 and over are
still at work, thus only receiving 10/- weekly and not full
retirement pcnsion; this is one-half the extent to which
these classes recorded themselves as ““occupied™ in the 1931
Ceénsus.

(d) Assumes 200,000 widows under 6o with 250,000 dependent
children (including orphans); their benefits would cost
£15 millions. Large part of remainder aged 45-59 and would
be difficult to restore to work. Assumes full benefits have to
to be paid to 609, of them, or percentage benefits (for disable-
ment} to a larger proportion; this gives extra cost of La25
millions.

{e) Assumes that parents receive either the family allowance or the
income tax rebate, whichever is the larger. The cost is the
net addition, but makes no allowance for time-lag in income
tax assessment. It includes all children vnder 16, on the
assumption that the school-leaving age should be raised to
16; if, however, it is fixed at 15, the cost is £90 millions.
If the total cost of the Social Security scheme had “to be
reduced we should omit family allowances for the ﬁrst
child,

{f) Maternity benefit for working mothers £1} millions; maternity
allowance for all mothers £7 millions; marriage allowance
£4% millions; burial allowance £9 millions; emergency
benefit £3 millions,

(g} 5% of estimated cost allowed for administration.

8. The total cost is therefore something less than £6oc millions
per annum. The most important single item in the cost is old age,
and substantial reductions could be achieved if a larger proportion
of the aged could be induced to work for a longer period; a great
deal would depend upon the extent to which childless widows of
45-59, single and widowed women of 60-70, men of 65-70 and disabled
folk generally could be brought on to an effective earning basis. Of
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the total cost, some 55%, is in respect of people who have ceased to
make any positive contribution to the nation’s economic life. It is
clearly necessary to reduce this proportion as far as possible.

9. These calculations do not take account of the cost of the public
medical service. The excess over the present cost to the community
of medical services would not be great in relation to the figures in
this section. Its financing would be partly a technical problem of
diverting to the State purchasing power now used for purchasing
medical services; it would partly depend on the extent of adaptation
" of existing private and public medical and health services (hospital,
maternity and child welfare, school medical and tuberculosis services,
etc.).

10. The total number of adults who would be maintained by
benefit at any given time is of the order of 9,000,000, ar one-quarter
of the adult population.

RELATION TO NaATIONAL RESOQURCES

11. The proportion of the cost of cash benefits to the national
income increased from 138} in 1913-14 to 5}% in 1938, when it
stood as follows:

NNl G prperion
Lm. Lm.
1938 War Finance White
Paper 1942 (Cmd. 6347) 4,595 240 5%

The net national income at current prices in 1g41 was estimated in
the White Paper (Cmd. 6347) at £6,338 millions. If the national
income can be maintained at this level in the post-war period the
Social Security scheme represents some 939, of it. Admittedly the
national income in 1941 was swollen as a result of long hours of
work, a very low level of unemployment, and the employment of
women who would not normally seek paid work. On the other
hand, productivity was reduced by war conditions, such as the black-
out, air-raids, the use of less efficient labour to replace men in the
army, shipping difficulties and the dislocation of international trade.
We are throughout assuming that a constructive policy in other
spheres will avert the recurrence of large-scale unemployment and
permit technical productivity to increase rapidly once the first period
of reconstruction is over. Hence it seems on the whole reasonable
to relate the cost of our proposals to the 19471 level of national income;
if money values change greatly either upwards or downwards we
should revise the scale of our benefits, and the relationship of their
total cost to the National Income would not be affected,

The following considerations should be taken into account in
deciding whether it is practicable to increase in this way the percentage
of the national income used for social security:
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{a) A higher level of taxation than that ruling before the war will
probably be acceptable. If the State increasingly takes on
the function of risk-bearing and enterprise, this removes the
central long-term objection to high taxation.

{(5) Substantial sums are spent in voluntary provision against
contingencies against which the scheme will protect people;
subscriptions of this kind were before the war equivaleat to
some 149, of the national income. Furthermore, considerable
sums are spent in providing for relatives, who would now be
looked after by the scheme.

(¢) Public opinion is demanding a much greater measure of security,
and this scheme is something like the minimum which can be
said to represent “‘social security™ on the cash provision side.

12. In Budgetary terms, the scheme would involve the retention
of about 30%, of the additional taxation imposed in the war. The
following table sets this out; -

£m.

Net National Income (White Paper Cmd. 6347) 1938 4,595
1941 6,338

Total public revenue in 1941, including accrued
taxation liabilities (a) . 2,557

Total publjc revenue in 1941 at 1938 taxation level (b) 1,648

Estimated cost of Social Security scheme . 6oo

Cash payments in 1938, inflated according to the
increase in the national income from 1638 to 1941 . 340
Additional cost . . =260

(a) War Finance White Paper 1942 ; section E. The public revenue
includes local rates and social insurance contributions, for
these are equally direct and indirect taxation with the Central
Government's taxation,

(#) Public revenue in 1938 was £1,194 millions or 269%, of net
national income; 269 of £6,338 millions is £1,648 millions.

Broadly speaking, rather more than one-half of the cost of the scheme
would be covered by devoting the same proportion of the estimated
post-war national income to social security payments as was provided
in 1938; the remainder would require additional public revenue
equivalent to about 30%, of the extra taxation imposed in 1941
compared with 1938. One cannot say at this stage how far other
governmental expenditures will require to be developed, and will
need a share of the public revenue. But this scale of social security
provision does not appear to be prima facte unreasonable.
2F



450 SOCIAL SECURITY

CONTRIBUTIONS

13. The scheme itself does not require workers’ and employers’
contributions as an essential part of its administration. Eligibility
for benefit would not depend upon the payment of certain numbers
of contributions. In these circumstances, contributions simply
represent a convenient and accepted form of taxation—the workers’
contributions are direct taxation, the employers’ contributions indirect
taxation. We recommend the abolition of employers’ contributions.
Employers so relieved will be able either to increase wages or to
reduce costs and thence prices. The retention of workers’ contri-
butions inherently depends upon the extent to which direct taxation
of low incomes is likely to become sufficiently acceptable to remain
incorporated in the fiscal system after the war, The income tax is by
far the most equitable of all taxes, and if the wage-earners can he
induced to accept it, it is by far the best way of raising the public
revenue.

i4. If contributions are deemed to be required, then a basic
contribution of 3/6 weekly for men and 2/6 weekly for women, with
half-rate for youths of 16 and 17 and for part-time workers and for
occupied men gver 65 and women over 6o, would yield about £i50
millions, or ane-quarter of the total cost. This would likewise cover
roughly one-third of the benefits which would be provided for the
gainfully occupied alone—unemployment, sickness, disablement,
widows’ pensions and old age. This may be compared with the
present workers’ contribution of 1/10 for men and 1/7 for woemen.
The average working-class family spends at least as much again on
insurance premiums, payments to friendly societies, pension funds,
etc. So this scale of contributions would be within the range of all
but the poorest workers.

15. A system of graduated contributions might be substituted.
Much the same result would be achieved by contributions of 4/6
weekly for people with incomes above £7 a week; 3/6 for people
between L4 and £7; 2/6 a week for people below £4; with 6d. a
week less for women. The choice between these means of providing
finance should be left until more experience is available of the
acceptability in the long term of income tax on low incomes.

16. It is noteworthy, however, that the 1g41-42 rates of income
tax, applied to the gross income of people with less than £250 a year,
yield something over 4100 millions. Workers’ contributions to social
insurance yield some {55 milltons. Consequently, the existing levels
of taxation on low incomes, together with the existing workers’
contributions, would cover about the same as the larger contribution
systems set out in paras. 13 and 14. But this would provide only
one-quarter of the whole cost; much of the rest would inevitably fall
upon the low-income groups, cither in direct or in indirect taxation.

*
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ANNEX B
MATERNITY BENEFIT

1. Maternity benefit under National Health Insurance introduces
the “double henefit” whereby the insured married woman may get
more than the insured unmarried mother, although the need of the
latter may be presumed to be greater.

2. The maternity benefit is supplemented by many other payments
or subsidtes which Jocal authorities are empowered to make, but these
are very unequal in scope and incidence,

3. A bad feature of existing arrangements is that pregnancy as
such is deemed not to be “sickness” within the meaning of the
National Health Insurance Acts. Some doctors put expectant mothers
“on the pancl” a few weeks before confinement, but it is more or
less a matter of chance unless complications exist.

4. The position is particularly bad for women normally engaged in
insurable employment by firms {of which therc are many) who for
various reasons dismiss or suspend women known to be pregnant.
Such women are frequently disallowed Unemployment Insurance
Benefit because they cannot satisfy the Anomalies Regulations relating
to married women on account of their condition, aithough not eligible
for Sickness Benefit. '

5. They are thus left suspended between the various social insurance
schemes and unable to earn even though able to work. They are
left without wages and deprived of any compensation at a time when
they have to bear a heavy additional expenditure arising out of their
own needs and those of the expected child. '

- ANNEX C
FUNERAL COSTS

. The sum of £15 recommended for Burial Allowance will suffice
at the prices prevailing in London in April 1942 for earth burial in
a common grave, hearse, coffin, one car and undertaker’'s services.
At 1942 prices the average working-class expenditure on funerals
is about £18,

2. Undertakers’ charges are as high as this because (@) they include
an e¢lement of compensation for the risk taken in paying interment
fees in advance on behalf of the client; {§) the prevailing prices are
kept high by the needs of the small undertakers whose overhead costs
are high in relation to their turnover and who are protected by the
policy of the British Undertakers’ Association; {¢} coffins, handles,
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etc., are produced in small quantities instead of being made by more
efficient methods on a large scale.

3. Earth burial in a common grave averages about £1 10/~ In
London, and the cost may include: Cost of grave, fee for grave-
digging, fees to clergy, fees to verger, tolling bell. There is clearly
scope for full investigation here; burial fees (inclueding those paid to
the clergy) vary not only according to the size of the grave to be dug,
but also according to its location.

4. Cremation costs in London vary from £3 g/~ to £7 7/- and
could be reduced if crematoria were used more. Apart from the
initial capital cost, they can be run more cheaply than burial grounds,
and can operate for increased numbers at reduced costs, whereas a
cemetery actually diminishes its capital at each burial (most municipal
cemeteries operate at a loss). Two medical certificates are required
by law before cremation. “The alternative doctor’s” certificate
often costs a fee of L2 2/-. (Stoke-on-Trent charges £4 4/- for all
cremation services including Medical Referee.)

5. The working class insures heavily (at the expense of current
consumption of food, etc.) against charges which are thus greatly in
excess of actual costs of the relevant services. (See also Wilson and
Levy, Burial Costs apd Funeral Reform.)

ANNEX D
ADVISORY COMMITTEES

1. The purpose of local Advisory Committees would be to enable
senior officers of the local office of the Ministry of Social Security to
keep in close touch with leaders of local public opinion, and to provide
opportunity for discussion of local matters which fundamentally affect
the work of the Ministry. The Comumittees should provide facilities
for the ventilation of complaints and for transmission to the officers
of comments and suggestions.

2. The Committees should have no executive powers; above all,
they should never function as Case Committees. The officers of the
Ministry must be responsible to the Ministry, and to no one else.

3. The Regional Advisory Committees should consist of the chairmen
of the local Advisory Comumittees within the region, together with the
senior officers from the regional office of the Ministry; their functions
should be similar to those of the local Committees.

4. Members of all Advisory Committees should be paid for loss of
remunerative time, and should have travelling (and, where necessary,
subsistence) allowances.

5. Some members of the local and regional Advisory Committees
should be nominated by the local authorities, and if Regional Councils
are established, by them also,
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ANNEX E
TRANSFER AND TRAINING OF STAFF -

1. It is impossible to forecast the numbers of headquarters staff
which would be needed for the Ministry, but the transfer of functions
from other Departments would liberate about 6,000 officials from the
headquarters of these various Departments. The 6,000 officiais are
at present employed as follows: 1

Ministry of Health Insurance Dept. (excluding

inspectorate) . . . . 2,000
National Health Insurance Audit Dcpt _— . 400
Ministry of Labour Unemployment Insurance Dc:pt 6o
Ministry of Labour Finance Dept. . . . 300
Ministry of Labour Ump]re s Ofﬁces . . . 10
Assistance Board . . . . . . 570
Ministry of Pensions . . . . . . 2,700

6,040 °

Some staff would also be available from Customs and Excise, if
they were released from responsibility for administering non-con-
tributory Old Age Pensions.

2. The following number of officials would be available for local
administration:

Assistance Board 1 . . . . 12,800

Ministry of Pensions 1 . . . 1,000
Public Assistance . . 3,000 -
Ministry of Health Inspectorate . 8o0

17,600

There are also some 13,300 officials in the local offices of the Ministry
of Labour, a substantial proportion of whom would be available
for transfer, but it is difficult to estimate the number.

3. It is probable that the fusion of the ecash services will lead to a
substantial reduction of administrative effort and cost, especially if
the Ministry adopts the most up-to-date methods of mechanised
record-keeping and administration.

4. Although, as stated above, officials can be drawn from existing
Departments, it must not be assumed that a staff’ of adequate quality
can be prowdcd _by this means. A major difficulty in establishing
the organisation is likely to be the lack of suitably trained personnel.
in the long run, the success or failure of the scheme will depend
largely upon its staff, and upon the relations which they are able to
establish with the public. It is thercfore necessary that energetic

1 Civil Estimates, 1942-43
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steps should be taken both to introduce trained staff and to provide
facilities for training the existing staff in soecial service work.,

5. The staff responsible for social service work should be recruited

as follows:

{a) From those with professional social service training, selected by
open competitive examination plus competitive interview,
Age of entry 21 to 25. This group would include:

(i} Those whose studies were privately financed.

{ii} Those awarded by their local education authority a
*“deferred bursary ™ adequate for full maintenance when
they left school, and who had done clerical work as
unestablished staff in the Ministry until they were old
enough to take the course. (Social service training
cannot usefully be given before the age of 19.)

(&) From established staff in this or other Departments who, wishing
transfer and having suitable personal qualities for social
service work, should be given post-entry training within the
Ministry of Social Security.

(¢) From more mature persons possessing relevant knowledge or
experience, recruited for the higher posts by competitive
interview. Appropriate salary scales would be offered to
attract them into the public service.

ANNEX F
B.M.A. SUGGESTED ADULT MALE RATION FOR
ONE WEEK!
Item. Quantity. Item. i Quantity,
Beef . . .| 1lb, Sugar . . 1 1b.
Minced meat . .1 }1b. Jam . . . { 1b.
Bacon . . .| 41b. Potatoes 5 1b.
Corned beef . .| 41b. Peas (dried) }1b.
Liver (ox) . .| $1b. Tea . . $1b,
Eggs . . - | 2oz QOatmeal 3 1b.
Cheese . . .1 $1b. Yeast —
Milk . ' .+ 13 pts. | Rice . . .| %1b.
Fish {cod) . .1 3lb. Syrup (treacle) .| 41b.
Butter . . .1 dlb. Cabbage . .| 1lb.
Suet . . ., 1oz Beans (butter) 11b.
Lard . .| 31b. Barley . . . 1 1b.
Flour or . .1 4% 1b. Fresh fruit and green | 1 serving
Bread . . ok Ib. I vegetables daily
1

1 British Medical Association. Repart of Committee on Nutrition, 1933,
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SUPPLEMENTARY EVIDENCE
Submitted at the Request of the Beveridge Committee

RENT ALLOWANCES

The Inter-Departmental Committee invited the witnesses appearing
on behalf of the Fabian Society Sub-Committee to amplify their
Memorandum on the subject of rent allowances, with special reference
to the scales to be allowed and the administrative metheds which
might be employed. The following additional Memorandum was
therefore submitted.

A, ADMINISTRATIVE PROVISIONS

1. The object of a rent allowance is to safeguard the stability of
the home in time of distress or lowered earning power. The attain-
ment of this aim must form an indispensable element in a genuine
programme of social security. It can be achieved only by a specific
allowance unless the standard rate of benefit is raised to an impractic~
able level. .

2. In order to simplify the practical operation of the scheme it is
suggested that all claimants should be entitled to an allowance, based
on an assumed rent liability, without proof of actual liability. This
assumed rent would be fixed separately for each locality and would
vary with the number of the claimant’s dependants. Claimants
would be able to claim a higher rent allowance on proof of actual
liability up to the maxima described in the next paragraph.

3. In granting these higher allowances a distinction can be drawn
between long-term and short-term liability for rent. It is unreasonable
to expect a houschold to reduce its expenditure on rent during a
contingency such as unemployment or sickness, which may be
expected to last for only a few weeks or months, whereas in the case
of old age the contingency is one of long duration, and the persons
concerned may reasonably be expected to reduce their liability for
rent, if it is unduly high, by moving to other premises. We propese,
therefore, to pay those who are claiming benefit on account of
unemployment, sickness, disablement, etc., an amount up to, say,
50%, above the appropriate figure of assumed rent liability, on proof
of actual liability. Persons receiving old age pensions at the retired
rate would be entitled to receive up to, say, 25%, above the appropriate
figure of assumed rent liability, on proof of actual liability.

4. Proof of the actual liability for rent would normally be made
by means of producing the rent book or lease. Persons who have
bought a house through a building society or by means of a loan
under the Small Dwellings Acquisition Act, or by similar methods,
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would be treated on the basis that the interest, insurance, redemption
charges and Schedule A Income Tax are equivalent to rent.

5. The rules for attributing liability for rent would follow those
which now exist for establishing dependancy under Unemployment
Insurance, except that a married man living with his wife would in
all cases be deemed to be responsible for the rent, except where the
wife could prove that she was in fact discharging the liability. Thus,
a man would be deemed to be paying the rent in respect of his wife,
and also for children and other dependants for whom he could claim
unemployment benefit. Under our scheme, these rules would apply
equally for sickness, disablement, etc.

6. In the case of a tenant with lodgers or sub-tenants, simple rules
would be laid down, such as that where food and service is provided
for an inclusive sum, one-third of such sum would be treated as a
payment in respect of the rent and deducted from the liability for
rent of the tenant. Where a furnished room is let without food or
service, three-quarters of the weekly payment would be deemed to
be paid in respect of rent. Married children or other relatives
occupying part of the premises let as a whole to the father or mother
would be required to apportion liability for the rent by agreement
between themselves and submit a joint declaration to the local office
of the Ministry of Social Security. This would have to show the
number of rooms occupied by each houschold and the total rent.
To some extent a miscalculation, whether intentional or otherwise,
would not in the long run affect the total liability of the State to any
considerable extent, since if one party thereby became entitled to
claim too large a share of the total, the other party would be able
to claim only a proportionately smaller share when his turn came,
unless he could show that a change in circumstances had occurred.
A safeguard against abuse would have to be provided, and the
Ministry might have to employ Rent Officers who would have a right
to bring cases before the Court of Referees if they considered the
apportionment or any other aspect of a rent claim to be inadmissible.

7. The same rules as those suggested in para. 6 for arriving at the
actual rent liability of a tenant would be used to determine the rent
liability of sub-tenants, lodgers, etc.

8. A specimen rent form follows (Section C), showing the questions
which a claimant would be required to answer.

B. ScALE OF ALLOWANCES

Detuiled information for drawing up a standard scale of rent is
already in the files of the Assistance Board, but the following figures
have been used to work out a specimen scale for the purposes of
ilkustration :

1. Mr. Secbohm Rowntree in The Human Needs of Labour gives
the rent charged by certain local authorities for three bedroom
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non-partour houses in November 1936. The maximum charges vary
from g/4 in the case of Ipswich to 2g/4 for London. The more usual
charges outside London are from 12/- to 15/-.
2. The Ministry of Labour inquiry into the Expenditure of
Working Class Households in 1937-38 gives:
Industrial Workers: Average rent, 10/8; Average number of
rocms, §°9.
Agricultural Workers: Average rent, 4/9; Average number of
rooms, 4-0.

These figures cover wide differences in rents, and a considerable
number would be at least half as much again for the whole country,
and even more for the large towns,

3. The Assistance Board gives an additional allowance for rent
where it exceeds one-quarter of the scale rent of assistance. The
practice appears to be 1o take the actual remt into account up to
a maximum of 12/6 for a single person and 22/6 for a married couple
in the London area. Where a person lives with another household
the share of rent is assumed to be 5/-.

Appendix IX to the Report of the Board for 1938 shows the amount
of rent paid compared with the number of rooms occupied. From
this table the larger proportion of cases appear to fall within the
following Hmits:

| Amount of Rent.
No. of ! :
Rooms, |
| England and Wales. Scotland. London.
1 \ 5/- to /5 " 2/6 to 4/11 10/- 10 13/5
2 | 22 511”" to 7!’5 »
3 » 7/6 to 9f11 »
4 7/6 to gf11 ’ 12/6 to 14/11
5 » " 20/~ and over
6 | 10101425 5~tw7/5 ] ,,

4- The above information ecnables us to produce the following
outline table of assumed rent, but figures for different regions could
casily be interpolated from the statistics available to the Assistance
Board :

i Married | Married | Married | Married | Married
Single Married le:s}e Couple Couple Coup[e Couple

Person, | Couple, witl th 2 with 3 | _with

1 Child. Chl.ldren Children, Chlld.ren Chlldren.

f

London . 100 120 136 150 160 17°0 1 180
Large town . 80 1070 ¢ 120 130 14°a 150
Country . 40 60 7°0 80 g0 100 l tr-a
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This *“‘assumed rent” scale allowance could be increased up to the
actual rent paid on proof of the claimant’s rent liability, with an upper
Jimit, in the case of pensioners, of 25% above the scale, and in the
case of sick, unemployed, and other short-term claims, of 50%, above
the scale.

C. RenT CLamM Forum

Claim for a rent allowance in respect of the following premises

{b) Nameof Landlord..............vimuiiiiiiiiiiniinnn

(Persons who own their houses do not answer this question but
complete item 6 helow.) .

3. State the names of all persons living in the premises for rent of
which claimant is liable. Those for whom you claim Dependants’
Benefit should be entered in the left-hand column; any others in the
right-hand column.

Dependants, Other Persons.

4. Are any rooms let to lodgers? If so, give particulars of number,
weekly payment made, and whether they are let furnished or unfur-
nished, and whether service and meals are provided.

5. If the premises are shared with persons other than your
dependants or lodgers, what contribution towards the rent do such
persons make?
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. DECLARATION A3 TQ APPORTIONMENT OF RENT

We declare that liability for the rent of the above premises may be
deemed to be shared between us in the following manner:

No. of Share
Name. Rooms of Signature.
Occupied. Rent.

6. Particulars to be given by persons owning their own houses:

(a) Have you a mortgage or loan outstanding on the house? If so,
state the amount, and name of person, local authority,
Building Seciety, etc., who advanced the money..........

.....................................................

(b) State amount of weekly payment due in respect of above
mortgage or loan. . ...t i i

(¢) State amount of Ground Rent (ifany)............covinu
(d) State amount of insurance premium on house................
(¢) State amount of Schedule A Income Tax..
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et 3eq.
Mental Treatment Act, 1930, 61
Merchant Navy, 194
Merit rating, 82, 303
Mining, 67, Bo
Ministry of Labour Gazette, 250, 257
* Misconduct,” 128
Mutuzl Insurance Associations, 261

National Assistance, Beveridge, 307, 314
2 seq., 967
National Association of Local Govern-
ment Officers, 250
National Health Insurance :
benefit inadequate, 52, 54, 238
finance of, 233 ¢t seq.
history of, 22
Insurance Companies, relation ta, 268
Royal Commission on, 234. (See
whole chapter, 84 ef seg.)
National Health Insurance Act, 1911,

4
MNational Health Insurance Joint Com-
mittee, 109, 177
National Income, 328 et seq., 374 ¢f
Jeqg.
Nau’mfal Institute for the Blind, 185
National Insurance Act, 22
National Insurance, Minister of, 411
Negligence :
of doctors, 100
of war pensioners, 210
of workpeople, 63, 65
“ Nicholson Act,” 1934, 67
Nurses, superannuation, 257

Observation, visits of, 408
Cld Age and Widows’ Pemsions Act,
1940, 142
Qld Age Pensions Act, 1908, 20, 166 ¢f 5eq.
1936, 167, 188
Old Age Pensions Association, 345, 365
Old Age Pensions :
Beveridge, sez Retirement Pensions,
costs of alternative plans, 365
finance, 243 ¢! seg.  (See whole chapter,
165 ¢f 129.)
Old Age Penvioners, 54
Old persons, numbers of, 359
Ophthalmic Benefit Approved Com-
mittee, 114
Orphans' Pensions, 174
Orr, Sir John Boyd, 344

Eenel Committee, 103
Panel doctors. (Ser doctors, insurance.)
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Parliament :
Blind Persons Act, 187
interest in War Pensions, 1g7, 217 &f seq.
lack of control by, 29
Ministry of Pensicns created by, 195
questions in, 139
regulations approved by, 139
responsible for policy, 229
shortcomings of, 15, 37, 39
Workmen's Compensation legislation,
16, 18
Pensions. (Se¢ Superannuation.)
Pensions Committees, 170
Pensions, Ministry of, 142, 186, 193 &
seqd., 325
Pensions Officer, 170
Personal Injuries (Civi]ians) Scheme,
1941, 204
Pharmaceutical Comumittees, 87
Placement, 206
Planned Economy, 337 ef seq.
“ Political and Economic Planning,” 110,
1573 el seq.
Poor Law :
abolition of, 316
history of, 16, 20, 30
provision for umnsured 179
stigma of, 20, 34. (See whole chapter,
&1 ef seq.)
(See Publ:c Assistance,)
Poor Law Act, 1930, 41
Poor Law Examinations Board, 406
Poor Law, Royal Commission on,
Minority Report, 1909, 20, 50
Population, problems, 305, 306, 319
size of, 357
Post Office Insurance Scheme, 275
Prevention and Relief of Distress, 142, 315
Productivity of labour, 331
Public Assistance, Finance of, 236 et seq.
reduce stigma of, 32
women assisted by, 245.
chapter, 41 ef seq.)
{See Poor Law.)
Public Assistance Committeces, 44, 45, 141
Public Assistance Officer, 46
Public Assistance Order, 1930, 43, 57
Public Relations :
Assistance Board, 140
Ministry of Sucial Security, 391 et seg.
Public Works, 338

Qualifications :
for Natiopal Health Insurance, 107 &

(Sec whole

seq.
for Unemployment Insurance, 124 #

seq.
for Widows’, Orphans® and Old Age
Pensions, 173 ef seq.

Reconstruction, cost of, 386 ef seq.
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Referees, Court of, 129 ¢t seq., 134
Referees, pensions, 177
Regional Medical Officer, 104
Regional Officers :
Assistance Board, 143 ¢f seq.
Ministry of Pensions, 197, 203, 216
Ministry of Social Secunty, 395
Rehabilitation, 73, 160, 297
Relief Committee, 46
Relief, recovery of, 58
Relief Regulation Order, 1930, 43
Relieving Officer, 43, 46 ¢t seq., 51, 60-1
Rent, 149, 188, 347 ¢t req., 414, 437, 455
¢l seq. .
Retirement Pensions ;
Beveridge, 304 ¢f seq., 359 & 52q.
Rowntree, B. Scebohm, 32, 344, 346,
350, 351
Royal Warrants, 194, 198 o seg., 165,
203, 215, 218, 221

Scales :
Ausgistance Board, 149 ef seq.
Blind, 189
Public Assistance, 52
School Medical Service, 100, 107
Scotland, 43
Select Committee on Pensions, 1919,
197, 198, 212
Self-employed persons, Qo ef seq.
in Beveridge Plan, 961
Service Departments, 195 ¢ seg., 217
Sick Persons, 53, 104, 105
Sick Visitors, National Health Insurance,
104
Social Research, 393 ef seq.
‘Social Science Departments, 145
Social Science traiming, 401 ef seq.
cost of, 404 ¢t seq.
Social Security, cost of, 445 ef seg.
whole chapter, 344 ¢t seq.)
Social Security Fund, 304, 376 et seq.
Social Security, Ministry of, 325 # seq.,

(See

443-4
local offices, 397
trained staff for, 598 ef seq.  (See whole
chapter, 38g ef seq.)
Social Surveys, 347
Social Welfare, 6o, (See Public Assist-
ance.)
Soviet Union, economy of, 334
Special Grants Committee, 195, 215
Specialists, medical, 116
Spinsters, 310
Staff :
4ssistance Board, 143 ¢f seq.
Employment Exchanges, 133 .
Staff, Ministry of Social Security. (See

whole chapter, 389 ¢! seq., 453 #t seq.)
* Standstill,” the, 141, 159, 389
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State, the rdle of the, 342

Statitory War Pensions Coramittee, 194
et 5eq. ’

Strikes, 53, 127

“ Suitable employment,” 128

Superannuation, 36. (Sze whole chapter,
249 e 5£¢.)

Supervision, functions of, 401 et seq, 407

Supplementary Allowances Act, 1940, 7

Supplementary Pensions, 21, 129, 17

&t seq.
Sup!plemcntatian :
of benefit, 51, 52

of War Pensions, 195
Surgical Aid Society, 116
Sweden, economy of, 333

Taxation, 386 ef seq.
"Teachers’ Superannuation, 253
Tomlinson Report, 268
Trade Associations, 313
Trade, Board of, 142, 194
Trade Disputes, 53, 127. (Ser Strikes.)
Trade Unions :
Approved Societies, 109, 114, 11g
benefit as income of pensioner, 168
original opposition to Health Insur-
ance, 84, 117
supplementation of Health Insurance
benefit, 105
Unemployment Insurance Benefit, 126
Workmen’s Compensation, 72, 77, 81
Trades Union Congress, 127, 134, 168,
345, 379
Training :
industrial, 130, 161
of blind, 185, 190
of War Pensioners, 193
Training schemes, Government, 293 of
seq-, 337, 436
Transfer of Labour, 337
Transitional payments, 47, 135 ef seg.
Treasury, (See Exchequer.)
Treasury Pensions Act, 246
Treatment bencfits, 113
administrative costs, 247

Umpire, Unemployment Insurance, 130
Unemployed Persons, numbers of, 357
¢f seq.

Unemployment, cost of, 330

Unemployment Act, 1934, 148, 188

Unemployrnent Arrears Fund, 111, 236

Unemployment Assistance, 54, 152 ¢f seq.,
237, 239

Unemployment Assistance {Emergency
Powers) Act, 1939, 141

Unemployment Assistance Board. (Ser
Assistance Board.)

Unemployment Assistance Fund, 241
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Unemployment Fund, 131, 227 ef seg.
Unemployment Insurance, 27 ef seq., 136
ef seq., 227 ¢f seq.  (See whole chapter,
122 et s2q.)  {Sec Benefit.)
Unemployment Insurance (Emergency
Powers) Act, 1939, 127
Unemployment Insurance, Royal Com-
mission on, 136 ef seq.
Unemployment Insurance Statutory
Committee, 129, 131, 134, 227 ¢f
5eq., 234
United. States :
economy of, 333
Old Age Benefit, 168
Social Security Stafl training, 401 ef
feq., 407 el seq.
Superannuation schemes, 37
War Injury Pensions, 221
Unmarried mothers, 25
Unmarried wives, 208
Uthwatt Report, 336

Vagrancy, 52, 59 L.
Valuation of Approved Societies, 110,
1414 : :
Valuntary Agencies, for Blind, 186

Voluntary Health Insurance, go

Wages, 73, 155, 198, 355
Wages Stop, 153 ¢t seq.
Waiting period, Unemployment Insur-
ance, 125, 132
War Orphans Act, 1942, 214
War Pensions of Air Raid Casualties,
216 p
War Pensions Act, 1915, 1g4
1918, 254
1921, 195

-
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War Pensions and Beveridge Plan, 320
el seq.

War Pensions Rates, 198 ¢ seq., 205 et
seq., 217. {Se¢ whole chapter, 193
el yeq.)

War Service Grants Advisory Committee,
142

War Service Grants, findings on rent,

351

War-time Social Survey, 364

Webb, Beatrice, 32

Webb, Sidney, 32, 266

West Indies, Commission on, 392

West Riding Insurance Committee, 27,
93-4

White Paper, 411 ¢f seq.

Widows :

cost of benefit, 366
Government proposals, 429
in Beveridge Plan, 30q ¢t seq.
not pensionable, 55
pensions, 31, 51, 175 ef seq.

Winter Allowances, 139

Wives, deserted, 54

Wives, employed, 31, 126, (See Married

: Women.}

Women :

benefit rates, 194
in the forces, 210 ef seq.
in industry, 245 .
Workmen’s Compensation ; -
Beveridge, 301 et Seq.
chapter, 63 et seq.)

Workmen's Compensation Act, 18g7,
16, 18

Workmen’s Compensation, Royal Com-
mission on, 139

Workshops, for Blind, 185, 189

{See whole






