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The Rt. Hon. R. A. ButLEr, C.H., M.P.,
Chancellor of the Exchequer.

INTRODUCTION
SIR,

I. We were appointed in July, 1953, with the [ollowing terms of
reference :—

*To review the economic and financial problems involved in provid-
ing for old age, having regard to the prospective increase in the numbers
of the aged, and to make recommendations,”

2. We have held meetings on 35 days, on 18 of which we have heard oral
evidence. At the outset of our Enquiry we issued an open invitation by notice
in the press to all individuals or organisations who might wish to submit
written representations and also addressed express invitations to submit
evidence to those organisations known to be particularly concerned with
matters within our terms of reference. At our request we have been provided
with memoranda by the various Government Departments concerned and by
the Government Actuary and these have been supplemented, where necessary,
by oral evidence. A list of individuals and organisations who submitted
evidence appears in Appendix I. :

3. We wish to express our thanks for the ready assistance we have
received from all quarters. In particular we should like to record our
indebtedness to the members of the actuarial profession who co-operated in
the special enquiry into the statistics of privately administered pension
funds undertaken on our behalf by the Institute of Actuaries and by the
Faculty of Actuaries in Scotland. The figures made available to us as a
result of this investigation have been most valuable and gave us a much
clearer picture of the extent and nature of superannuation schemes than has
hitherto been available.

Membership

4. We greatly regret that Sir Cuthbert Clegg was obliged to resign from
the Committee for health reasons. His place was taken subsequently by
Mr. James Ross.

Scope of the Report

5. The subject of our Enquiry has been the economitc and financial
problems which arise from the prospect of a steady and substantial increase
in the number of old persons as against a working population remaining
roughly constant. Primarily, these problems are concerned with the pro-
vision of income for the old, not only under the schemes of National
Insurance and National Assistance but also under occupational pension
schemes and other forms of private provision. Although we have devoted
most-of our attention to this aspect, we have also considered certain services
which are needed or are used by old people, such as hospital treatment,
residential accommodation and domiciliary services. The old are not the only
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people who need or use these services but they claim a large, and in some
respects specialised share, and the scale of provision will be influenced by the
increasing numbers of old people in the population.

6. We recognize, however, that the implications of the increase in the
numbers of old people are of the highest importance, not only with regard
to the effect on the national economy, but also for the individual. The
increasing number of old people raises many human and social problems
which, though not within our terms of reference, will require urgent con-
sideration if our society is to meet the future with confidence.

7. Under the present National Insurance Scheme retirement pensions are
available to men over 65 and women over 60. For the purposes of this
Report we have defined “ old age ™ as the period after the present minimum
pension ages are reached. It does not follow from this, however, that we
consider all people in these age groups to be “old ™ in the sense that their
working life is at an end or, still less, that these minimum pension ages
represent the limit of physical capacity to lead a useful and independent
life. Indeed, the extent to which the old play, and should continue to play,
a full part in the life of the community has been one of the most important
questions which we have had to consider.

8. Our terms of reference are concerned with the economic and financial
problems arising from the changing age-structure of the population. After
surveying the present provision for old age we have therefore concentrated
on future developments. We consider that the specific level of provision
for individuals, whether by way of benefit rates or national assistance scales,
as well as the standard of other services for the old, fall outside our terms
of reference. There is independent and statutory machinery for reviewing
the detailed administration of national insurance and of national assistance
and we have not, therefore, dealt with questions of this kind.

9. The Government Actuary’s Quinguennial Review of the operation of
the National Insurance Act has been proceeding at the same time as our
own examination of the wider economic and financial problems involved
in the provision for old age. Certain aspects of some of the problems
remitted to us are being considered by other Committees. The National
Advisory Committee on the Employment of Older Men and Women has
been set up to advise and assist the Minister of Labour and National Service
in promoting the employment of older workers. The cost of the Health
Service is now being examined by the Guillebaud Committee. The terms of
reference of these Committees are clearly defined and effective liaison arrange-
ments have ensured that overlapping has not taken place.

Outline of the Report

10. The subject with which we have had to deal 15 necessarily complex
and has required the assembly of much technical detail. We have sought,
therefore, to concentrate in our Report on the main gr:nf:ral issues and to
include such supporting detail as is necessary in Appendices. The Report
opens with a brief account of the existing provision for old age. This is
followed by discussion of the changes in population which are expected
to take place, and the general economic and financial problems to which
these changes will give rise. In succeeding Snctmnsrwe consider in detail
the problems of the various types of provision: national insurance retire-
ment pensions, occupational pension schemes, and the other services needed
for the well-being of the old.
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SECTION I

SURVEY OF EXISTING PROVISION FOR OLD PEOPLE
Historical Summary

The Position at the Opening of the Century

11. Until the opening years of this century provision for old age was
regarded as primarily a matter for the individual and his relatives. There
were well-established institutions through which the individual could save
for old age—friendly societies, savings banks, and insurance offices, but it
was for the individual himself to make use of these. Charity, or, as a
last resort, the locally administered Poor Law, relieved distress only if
individual and family provision failed. Relief under the Poor Law included
both cash and kind, as might be thought appropriate, and accommodation
in Poor Law institutions for both the sick and the able-bodied. Relief
was subject to a searching test of means (including possible support from
relatives) and involved loss of both legal and social status.

The Break-up of the Poor Law

12. Cash provision. The Old Age Pensions Act, 1908, introduced a non-
contributory pension of 5s. a week (raised to 10s. a week in 1920) for men
and women at age 70. This pension was subject to tests of means and
nationality, and its receipt did not involve Poor Law disqualifications. The
cost was borne by the Exchequer. Contributory schemes of insurance against
ill-health and unemployment were introduced by the National Insurance Act,
1911. The contributory principle was applied to pensions by the Widows’,
Orphans’ and Old Age Contributory Pensions Act, 1925, Under this Act a
contributory pension of 10s. a week was payable to both men and women
from the age of 65. Pension from age 70 remained technically non-contribu-
tory, but the means and nationality tests were not applied if there had been
title to a contributory pension up to that age. In 1937 the so-called * Black-
Coated Workers' Scheme ” (The Widows’, Orphans’ and Old Age Contribu-
tory Pensions (Voluntary Contributors) Act, 1937) offered voluntary admission
on special terms to people who had not previously been within the scope of
compulsory pensions insurance. The Old Age and Widows' Pensions Act, 1940,
reduced to 60 the age at which a woman could qualify for the contributory
pension. This was done partly on the ground that wives, who were on average
some four years younger, should qualify for pension at the same time as their
husbands ; and partly as a concession to single women.

13. The provisions of the Acts of 1908 and 1925 led to a substantial
reduction in the number of old persons seeking relief from the Poor Law,
but until 1940 this remained the only recourse of those old people who
were unable to live on their pensions and any other resources they might
have. In that year, however, the Old Age and Widows™ Pensions Act em-
powered the Assistance Board (a statutory national authority previously con-
cerned with unemployment assistance) to pay supplementary pensions, subject
to a test of need, to contributory and non-contributory old age pensioners.
The cost was borne by the Exchequer. Nearly one million pensioners
sought and obtained supplementary pensions from the Board whereas less
than half that number of old age pensioners had been receiving outdoor
relief under the Poor Law immediately before the introduction of this
measure. In 1942 the Beveridge Report proposed a comprehensive contribu-
tory insurance scheme, of which retirement pensions for the old would form
a part, The National Insurance Act, 1946, set up the present National
Insurance Scheme, which includes retirement pensions. Payment of these

3
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pensions began in October, 1946. The National Assistance Act, 1948, com-
pleted the break-up of the Poor Law by creating a national system of cash
allowances administered by the National Assistance Board, which was
available to everybody in need and took the place of outdoor relief and
supplementary pensions for all situations in which the need could be met
by money.

14. Hospital and other accommodation for those in need. For the greater
part of the past half-century the provision of hospitals has been shared
between voluntary organisations which owe their origin to charitable enter-
prise, and Local Authorities whose powers to provide hospitals were derived
in part from specific statutes relating to the public health and in part
from the Poor Law provision of accommodation for the sick poor in
hospitals and in workhouses. The Local Government Acts, 1929, abolished
the Boards of Guardians* who had hitherto been responsible for the
management of the Poor Law Hospitals and transferred the control of
these to local authorities. The same Acts empowered Local Authorities
to convert these institutions into Public General Hospitals. The cost of these
developments was met from local rates assisted by a block grant from the
Exchequer. As part of the National Health Service which was introduced

in 1948, hospital treatment was provided on a national basis and financed
by the Exchequer.

15. Responsibility for providing accommodation for old people in need
of it also passed, under the 1929 Act, to the larger Local Authorities.
acting through their Public Assistance Committees. Local Authority
responsibility for this form of provision was continued under the National
Assistance Act, 1948, although the type of accommodation provided and the
conditions on which it is available underwent considerable changes.

Occupational Pensions and Private Provision

16. Alongside this advance in the provision for the old made by the
central or local government, there have been important developments in the
provision which people either make for themselves through private insurance,
or which, in the form of pension schemes, is made in connection with employ-
ment. An occupational pension scheme for the Civil Service had been in
existence since 1834 and there were other public schemes of very long
standing, such as the arrangements for retired pay in the armed forces.
After the first world war there was a considerable extension of superannuation
schemes in the field of public and semi-public employments. A comprehen-
sive scheme for teachers was first introduced in 1918 ; statutory provision
for pensions for the Police was made in 1921, and for the Fire Services in
1925. A series of measures beginning in 1922, and culminating in the
Local Government Superannuation Acts of 1937 and 1953 provided super-
annuation benefits for Local Government employees.

17. Pension schemes have also been introduced in a wide range of general
commercial and industrial employments, including public utility undertakings
such as gas, electricity, and transport, and in other institutions. This develop-
ment has been rapid in recent years and has been encouraged by the favour-
able treatment given to such arrangements under the Income Tax Acts.

18. Provision for an individual’s old age by means of private insurance
contracts—e.g., endowment assurance—has also increased greatly as the
century has advanced.

* Parish Councils in Scotland.
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The Present Position in Outline

Natiomal Insurance Retirement Pensions

19. The retirement pension paid under the National Insurance Scheme
is the basic provision for old age. Under the Scheme, weekly contributions
are payable by all insured persons and, if they are employed, by their
employers. Pensions are available to all classes of contributors—employed,
self-employed and non-employed. More than 21 million persons are now
contributing for retirement pensions for themselves and their wives ; a total
of over 30 million persons. At present, the standard weekly rate of pension
is 32s. 6d. for a single person and 54s. for a married couple and pension
may be claimed on reaching the minimum pension age of 65 (or 60 in the
case of a woman). It is paid only to persons who have retired from regular
employment and a higher rate may be earned if retirement is deferred. To
qualify for retirement pension, a person must normally have paid 156 con-
tributions ; to secure a pension at the standard rate he must also have an
annual average of at least 50 contributions paid or credited (e.g., for weeks of
sickness or unemployment) over insurance life. A lower average gives a
lower rate of pension, and if the average is below 13 no pension is payable.

20. Receipt of pension is conditional on retirement from * regular employ-
ment . The question whether or not a person has retired is one of fact and
is determined by independent statutory authorities. Persons reaching age 70
(65 for women) are treated as retired whether or not they have given up
work. If a pensioner under those ages does some work, his pension is reduced
by 1s. for every shilling earned over 40s. a week ; if weekly earnings are
72s. 6d. or more no pension is payable. The earnings taken into account
are net earnings, after deduction of income tax and reasonable expenses in
connection with the employment ;: superannuation or investment income are
not treated as earnings.

21. Single women draw the standard rate of 32s. 6d. on the same condi-
tions as men. A wife may qualify on her husband’s insurance for her own
retirement pension when her husband retires, if she is over age 60 and has
herself retired. The standard rate of her pension is then 21s. 6d. whilst her
husband is alive ; at his death it is raised to 32s. 6d. Where the wife is
under the age of 60 when her husband retires, he may draw a dependency
increase of 21s. 6d. with his pension if she is residing with him or is being
maintained by him and her earnings, if any, do not exceed 40s. a week. A
pensioner may also draw increases in respect of any dependent children.
On marriage a woman can choose whether to be insured on her own account
or to rely on her husband's insurance., If a married woman relies on her
husband’s insurance her right to a pension will depend on her husband
retiring as well as herself ; but if she has been a regular contributor on her
own account, she is entitled to a retirement pension at the same rate as
the single woman and under similar conditions.

22. Persons who do not retire at the minimum pension ages but continue
at work—and pay contributions—can earn higher pensions. Increments are
payable in respect of the number of contributions paid while working after
minimum pension age until age 70 {65 for women), when retirement pension
is payable whether or not the claimant has retired from work. For every
25 such contributions paid before July, 1951, an extra 1s. is added and for
every 25 paid after that date, 1s. 6d. is added to the weekly pension. The
married man earning increments on his own account, whose wife is aged 60
or over and has retired, can also earn increments on her pension on his
insurance. The effect of these arrangements is that a person reaching age 65
(60 for women) can earn a maximum of 10 increments (two for each year that
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he continues at work) and so add 15s. to the standard rate of 32s. 6d.. making
a._to_tal pension of 47s. 6d. A married man can increase his wife’s pension on
his insurance by a maximum of 10s., providing a rate of 31s. 6d.: the com-
bined maximum pension rate for a married couple would therefore be 79s. If
the husband dies before his wife and she is receiving a pension on his in-
surance, her whole pension, including any increments he has earned for her.
is revalued at the single person’s rate, making a maximum pension of 47s. 6d.

23. The estimated total number of persons over the minimum pension ages
in Great Britain at 31st December, 1953, was 6,934,000. Of these, 4,310,000,
or about two-thirds, were receiving retirement pensions either on their own
insurance or, in the case of wives and widows, on the husband’s insurance.
Retirement pensions paid under the National Insurance Acts in the financial
vear 1953-54 amounted to £334 million.

24, The following Table shows the distribution of these pensioners:—

TaABLE [
MNATIONAL INSURANCE RETIREMENT PENSIONERS
3lst DECEMBER, 1953

Thousands
Men 70

| Men 65-69 and over Total

| Women 60-64 Women 65

i . and over
R e e 419 1,014 1,433
Women on own insurance ... 338 w09 047
Wives on husband’s insurance ... 123 602 725
Widows on husband’s insurance ... 161 1,044 1,205
Totals i 1,041 3,269 4.310

* About 75,000 of these pensioners were, in addition, receiving increases in respect of a
dependent wife under 60.

25. The year 1953 was the first in which it became possible for persons
reaching the age of 70 (65 for women) to have earned the full number of ten
increments. The maximum rate of pension, however, is not vet payable
because increments earned by contributions paid before July, 1951, were at a
lower rate. Owing to deferred retirement approximately half the pensions
being awarded to men in 1953 exceeded the standard rate of 32s. 6d. The
same was true of three out of ten pensions awarded to women on their own
insurance. The average number of increments earned by those who deferred
retirement was six.®

Non-Contributory Old Age Pensions

26. Non-contributory old age pensions are now administered by the
National Assistance Board, They are subject to a test of means and at
present the maximum rate of pension is 26s. for a man or single woman,
and 16s. for a married woman. In the future, apart from special provision
for blind persons, these pensions will be replaced by retirement pensions
payable under the National Insurance Scheme, and by national assistance.
Section 74 of the National Insurance Act, 1946, provides that no new non-
contributory pensions will be granted after October, 1961, except to people
who have on that date already reached the age of 70, and to the blind.

27. The normal qualifying age for a non-contributory old age pension is
70 for both men and women, but blind persons can qualify at the age of
40. There are certain conditions relating to nationality and residence:

* Report of the Ministry of Pensions and National Insurance for the Year 1953, Cmd, EI'EE_!.
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only persons who have been British subjects for at least 10 years are eligible,
and they must have been resident in the United Kingdom for 12 years since
reaching the age of 50 in the case of a British-born subject, and 20 years
in all in the case of a naturalised British subject. The main condition, how-
ever, relates to means: a single person with means which do not exceed
£26 5s. a year, after deducting up to £39 of any means other than earnings,
will receive pension at the full rate of 26s. a week. A married couple
draw the full rates of 26s. for the husband and 16s. for the wife if their
means do not exceed £52 10s. after deducting up to £78 of any means
other than earnings, Where means, after the appropriate deductions, exceed
£89 5s. in the case of a single person and £178 10s. in the case of a married
couple, pensions are not payable.

28. Capital is taken into account as yielding 5 per cent. or 10 per cent.
according to the amount. The effect of the general procedure of assessing
pensions is that pensions are payable at the full rates unless capital exceeds
£865 in the case of a single person, or £1,730 in the case of a married
couple, provided that there are no other resources. Reduced rates may
be payable to persons with capital up to £1,495 (£2,990 in the case of a
married couple). It was estimated in 1949 that, excluding the wvalue of
owner-occupied houses, the total capital owned by non-contributory old age
pensioners and their wives was over £75 million.

29. In November, 1953, about 345,000 non-contributory old age pensions
were in payment, and it s expected that the number will have fallen to
50,000 by 1971. The current cost is just under £20 million a year.

National Assistance

30. It is the duty of the National Assistance Board to assist all persons
in Great Britain who are without resources to meet their requirements, or
whose resources must be supplemented to meet their requirements. In the
majority of cases in which assistance is paid to old people it supplements
either retirement pensions or non-contributory old age pensions, but some
old people are entirely dependent upon it.

31. The amount of national assistance payable is determined by reference
to the applicant’s * needs . When assessing the amount of national assistance,
the Board take into account the applicant’s resources and make a payment
to bring his income up to the current scale rate of 35s. for a single person
or 59s. in the case of a married couple. The Board provide for rent
separately ; the amount is left almost at large and varies greatly in practice,
but the average rent (including rates) paid by old people receiving assistance
is about 10s. a week. The Board also have power to make discretionary
payments in respect of special needs, and nearly half the allowances
to old people carry an increase of this kind.

32. When assessing the applicant’s resources the Board is precluded from
taking into account the resources of any member of the person’s household
other than those of the wife (or husband) and of any dependants, normally
only children under 16, for whom provision must be made in the allowance.
Where there is a non-dependent member of the household, for example,
a son or daughter in work, the Board assume a contribution of not more

than 7s. a week. There are special provisions for the treatment of certain
resources : —

(i) Capital. The Board disregard capital of less than £75; capital
over £400 is taken into account in full. Between these limits the
weekly assessment is adjusted by a sum dependent, not on the
income actually received, but on the amount of capital. The
value of a house owned by the applicant in which he lives, and
war savings up to a maximum of £375, are disregarded.

30452 1 B4



(1) Superannuation paymenis and charitable gifts. The Board have
power to disregard certain resources up to an aggregate of £1 a
week. Among these resources are the first 10s. 6d. of any super-
annuation payment or sickness payment from a friendly society, or
of a charitable gift.

(i) Disability pensions. War disablement pension, workmen's com-
pensation, and disablement benefit under the National Insurance
(Industrial Injuries) Acts, are disregarded up to £1 a week.

(iv) Earnings. Old people are allowed the benefit of the first £1 a week
of earnings before their assessment is affected. '

33. In November, 1953, provision was being made through assistance allow-
ances for 1,400,000 old people, of whom over half a million were women
over 65. Of the total for whom provision was being made, over one million
were retirement pensioners, i.e. about one-quarter of the number of such
pensioners, and about 160,000 were non-contributory old age pensioners, i.e.
about one-half the number of such pensioners, The others were drawing no
pensions under either of the two state schemes. Current expenditure on
assistance for old people is about £50 million a year. The extent to which
national assistance provides for old people is shown in the Table below.

Tanre 11
MATIONAL ASSISTANCE GRANTS
MNovEMEBER, 1953

P g Total
Lo PR Number | Percenta Average weekly
cﬂﬁmbgﬂﬂng provided for | provided %;r amount of
= p‘-_?m through through assistance paid
Reitain assistance assistance | (including rent)
(Thousands) | (Thousands) g d.
Mational insurance retirement
pensioners (including wives
over 60) ... 4,310 1,110 26 14 3
Non-contributory old age
pensioners (including wives
over 60) ... 45 162 47 18 &
Other old persons 2,280 128 6 37 10
Totals 6,935 1,400 20

National Health Service

34. The services provided under the National Health Service are available
to all and are not conditional cn any insurance qualification. At present the
gross cost of the National Health Service is over £500 million a year and
is financed mainly by the Exchequer, assisted by a payment of £40 million
from the National Insurance Fund, and to a small extent, by local rates.

35. The services which are wholly financed by the Exchequer consist
of i—
(@) Hospital, specialist and ancillary services ;

(b) General practitioner services, covering general medical service,
general dental service, pharmaceutical service and the supplemen-
tary ophthalmic service.

Charges are payable by patients in respect of certain of these services,
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36. Hospital, Specialist, and Ancillary Services. These services afford
hospital treatment, normally without charge to the patient, and are used
by old people in common with the rest of the population. Since the regional
surveys of available hospital facilities made for the Ministry of Health during
the war, special attention has been given to the elderly sick. It is now recog-
nized that active medical treatment in special geriatric units may enable a large
proportion of such patients to return to normal home life or to a local
authority home.

37. Special problems are presented by old people in mental hospitals.
Many old people are confused rather than certifiable. Again, methods of
medical and social rehabilitation are proving extremely hopeful, and though
there has been a large increase in the number of patients aged 65 and over
admitted to mental hospitals in recent years it is expected that their discharge
rate will also increase in the near future.*

38. It has been estimated that at present the total annual cost of hospital
and specialist services to old persons may be of the order of £40 million.
This would be equivalent to one-seventh of the total cost of these services,
i.e., roughly in proportion to the numbers of old people.

39. General Practitioner Services. The family doctor already plays a most
important part in the care of the elderly. With the development of co-
ordinated geriatric services along modern lines the work of the general
practitioner in this field may well increase. While approximately one-third
of general practice is known to be concerned with young children,f elderly
patients certainly require more attention than young or middle-aged adults.}
It has not been found possible, however, to give any estimate of the cost
of these services to old people.

Provision by Local Authorities

40, Local Authorities have a wide range of powers and dulies under
several statutes to provide services and other forms of provision which
benefit the old. These include:

(a) Local Health Authority services under the National Health Service
Acts, including home nursing, care and after-care, and domestic
help ;

(b) provision of residential accommodation under the National
Assistance Act, 1948 :

(c) housing,

41. Home Nursing. The Local Health Authorities have a duty to provide
nurses to attend those who require nursing in their own homes and this
service, which is provided either by the direct employment of nurses by
local authorities or through arrangements with nursing associations, is much
used by old people. No charge is made. The cost is borne by the local
rates with the aid of a 50 per cent. grant from the Exchequer. The cost of
this service for the old, assuming that about one-third of the cost is attribut-
able to their use of it, was about £2 million in 1952-53.

* Report of the Board of Control for 1953.

t A Thousand Families in Newcastle upon Tyne.  James Spence, W. 5. Walton, F. J. W. Miller
and S. D. M. Court, 1954,

¥ R. C. Walsh, in Papers given to the International Congress of Gerontology, 1954,
Indications, based on the study of eilght general practices, are that consultations by elderly
patients constitute about one-sixth of the total consultations, and that this proportion will
rise,

——
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42. Health Visiting, Care and After-Care, [Local Health Authorities
also have a duty to provide Health Visitors to give advice generally. A
small proportion of their work relates to old people. The same is true of

prevention of illness, and care and after-care, which are not however
mandatory services.

43. Domestic Help. [Local Health Authorities have power to provide
domestic help where it is required because of illness or infirmity. This service
is largely used for the assistance of households which include old people, and
has developed rapidly since 1948, although there are still insufficient home
helps to meet all needs throughout the country. Those using the service are
charged according to their means ; the balance of the cost is shared equally
between the local rates and the Exchequer. 1t is estimated that the assistance
given to old people under this service cost £2 million in 1952-53.

44. Residential Accommodation. Under Part 111 of the National Assistance
Act Local Authorities have a duty to provide residential accommodation for
persons who, by reason of age, infirmity, or other circumstances, are in need
of care and attention. Such accommodation, usually known as “ Part 11l
accommodation ”, has been provided in varying degrees by all authorities :
but experience indicates that there is still an unsatisfied demand. In 1953
over 50,000 old people were resident in Local Authority homes in Great
Britain. In general they tend to be the very old—i.e., in the late seventies or
eighties, and, of the total, about 40 per cent. are infirm.

45. Accommodation is available irrespective of means. A standard charge,
payable by all residents who can meet it, is fixed by the authority at an
economic level ; this varies considerably not only between authorities but
also between different homes. There is a minimum charge of 26s. a week
which must be met by all residents ; if their resources are insufficient the
National Assistance Board make payments to enable them to meet the charge
and to leave them 6s. 6d. pocket money. These amounts are related to the
standard rate of retirement pension. The gross cost of providing residential
accommodation is approximately £11 million a year. Payments by, or on
behalf of, residents amount to about £3 million ; this includes national assist-
ance payments. The net cost falls on local rates; there is no Exchequer
assistance other than a housing subsidy payable in respect of premises built
or acquired after 31st October, 1947, for the purpose of residential
accommodation.

46. Housing. Local Authorities are responsible for the provision of hous-
ing, with financial assistance from the Exchequer. Our interest in housing is
limited to the extent to which the provision of suitable housing for the old
can help them to lead happy and comfortable lives in their own homes.
The evidence we have had suggests that in general, Local Authorities are
aware of the need for special provision and include in their housing plans a
proportion of small houses and flats specially designed for old people. The
tenancy of such houses is sometimes conditional on the tenant having attained
a certain age, and many housing authorities give indirect assistance to such
tenants by charging lower rents.

Miscellaneous Public Provision
47. There are certain other measures designed to improve the position of
old people, or those supporting them, which involve a sacrifice of tax revenue.

48. Income Tax Allowances fa.r_ the Aged. P_ensiﬂns are treated as earned
income and thus attract the ordinary earned income allowance of 2/0ths.
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To put the taxpayer who lives in retirement on a modest income derived from
investment of his savings, in a similar position to the retired person who lives
on a pension, an age allowance of 2/9ths of their investment income is given
to taxpayers over 65 whose total income does not exceed £600 a year.

Marginal relief is given to avoid anomalies where the total income is slightly
above £600.

49. An allowance of £40 may be claimed by a taxpayer who, because of
old age or infirmity, is compelled to depend on the services of a daughter
resident with and maintained by him.

50. An allowance of £60 may be claimed by a widow or widower who
employs a resident housekeeper. Although the relief is not intended to
benefit old people as such, many widows and widowers are old people and,
in this sense, the provision favours the old.

51. A taxpayer, maintaining a relative of his own or his wife's who is
incapacitated by old age or infirmity from maintaining himself, may claim
an allowance within a maximum of £60, provided that the relative’s income
does not exceed £85 a year; this figure is based on the annual standard
rate of retirement pension. If the dependant’s income exceeds this figure the
allowance is reduced by £1 for each £1 of the excess.

52. Tobacco Duty Relief. The Finance Act, 1947, imposed a sharp
increase in the rate of duty on imported tobacco. A scheme was therefore
introduced whereby certain specified categories of pensioners—retirement
pensioners and non-contributory old age pensioners—who certify that they
are habitual smokers, may obtain tokens which enable them to buy tobacco
at a reduced price. About 2,300,000, or more than half the total number
of pensioners, take advantage of this concession, and the loss of duty involved
is at present about £14 million.

Post-war Credits

53. Income tax post-war credits, which represent the additional tax paid
for the years 1941-42 to 1945-46 as a result of the reduction of certain personal
allowances and reliefs during those years, are in general paid only to men
reaching the age of 65 and women reaching the age of 60. The maximum
individual holding of post-war credits could be as much as £323, but the
average repayment is about £60. During the first two years in which repay-
ments were made more than £55 million a year was paid out, and since that
time the annual repaymemts to old persons, and the number of old persons
receiving them, have remained constant at about £17 million and 275,000
respectively. The amount outstanding at 31st March, 1954, was approxi-
mately £564 million.

Occopational Pension Schemes

54. Pension schemes are playing an increasing part in the provision for old
age and many different kinds have been evolved to meet the needs of a wide .
range of occupations. It has been difficult to estimate the total numbers
covered by some form of superannuation scheme, as comprehensive and up-to-
date statistics do not exist. The evidence which has been made available
to us, and which appears in Appendix V, indicates that at present the number
of persons either currently receiving pensions or acquiring rights under
occupational pension schemes is well over eight million.

33. The Public Services. The number of persons covered by superannua-
tion in respect of employment by central or local government authorities
exceeds three million. The current annual cost of paying pensions to just over
half a million pensioners is about £100 million. With the exception of the
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Civil Service and the Armed Forces, pension provision in the public services
is on a contributory basis and the annual contributions amount to £75 million.
In this field only Local Authority Schemes are funded and these funds account
for almost the whole of the accumulated funds of £237 million.

56. Indusiry and Commerce. There is a great variety of schemes in
industry and commerce generally, including the nationalised industries. Some
of these are internally administered funds, others are arranged through Life
Offices. [There are also some arrangements of a more or less informal
character. Bearing in mind that adequate information about this last group
is not available ; that the figures collected on our behalf do not show the
latest position ; and that the figures available, especially in respect of Life
Office schemes, are not completely comprehensive ; it appears likely that the
number of persons either receiving pensions or acquiring superannuation rights
in industry and commerce is at least five million: it may appreciably exceed
this figure. Current annual expenditure on pensions is about £43 million
and the annual contribution and premium income is of the order of £200
million. The accumulated funds approach £1.500 million. Under these
schemes the number of current pensioners is very small compared with the
number acquiring pension rights.

Other Private Provision

57. To complete the outline of existing provision we must refer to individual
provision which plays a great part in supporting the old. Two items are of
special importance. First of all, over one million persons over pension age are
still at work. It is likely that they earn, on the average, at least £6 per
week so that their total earnings are in excess of £300 million and may, in
fact, be a good deal more. The earnings of elderly persons still in work
are thus comparable in magnitude to the national insurance pensions paid
to those who have retired. Secondly, the old do a great deal for themselves,
which, although never assigned a money value, represents a high proportion
of the true cost of maintaining them ; a great deal is also done to support them
by their relatives and neighbours, either by looking after them or by contribu-
tions towards their keep in money or kind. In addition, they sometimes
benefit from houses which they own and occupy or let: they can draw on
savings (whether in the form of insurance policies, annuities, savings bank
deposits, National Debt holdings, stocks and shares or cash); and they may
receive help from charity. Each of these plays a significant part in the
complex pattern of provision for old age but we have not been able to quantify
the provision they represent on the information at our disposal.

Summary

58. Table 111 summarises the provision for old age which it has been
possible to guantify in money terms with reasonable precision. The expendi-
ture shown in the Table does not give a comprehensive picture of the
expenditure from all sources which benefits old people. It excludes, not only
the resources referred to in the previous paragraph, but also certain other
items, such as war and industrial injury disablement pensions and work-
men’s compensation payments, which are received by some old people but
are not provision for old age as such.
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then prevailing, though as they passed through life such children have in
fact had the benefit of a continuous improvement in mortality. Of 100
boys born in 1951, 65 were likely at current rates of mortality to reach 65.
In fifty years a boy’s expectation of life has increased by about 50 per cent.,
from 46 years in 1901 to 66 years in 1951 ; a girl’s expectation of life has
grown at almost the same rate, from 50 years in 1901 to 71 years in 1951. If
births were to remain constant at a level just sufficient to maintain the
population—which is approximately where the birth rate is at present—it
would take many years for this improved expeciation of life to be fully
reflected in the age-composition of the population ; the proportion of the
elderly (i.e., men aged 65 and over and women aged 60 and over) would
gradually progress from 139 per cent. in 1954 to 16-3 per cent.

63. The influence of migration has been of subordinate importance. During
the eight decades from 1871 to 1951 the total net loss of population through
migration was about 23 million; over the same period there were 733
million births and 48 million deaths. In the light of this comparison, it is
unlikely that the present age-structure has been much affected by migratory
movements, Moreover, while the large outflow that took place up to
1931 must have tended to raise the proportion of old people in the popula-
tion, since migrants are normally young, the net inflow of population that
took place in the ’thirties probably had the opposite effect. Emigration
since the war has been on a smaller scale than it used to be; and this
falling-off in the flow of migrants from Great Britain must have operated
to check, however slightly, the growth in the proportion of old people.

The Future Trends in Age Composition

64. In seeking to assess the future trend of population and of its com-
ponent age-groups, we have had the advantage of a Memorandum by the
Government Actuary which appears as Appendix II to this Report. We
have also had the assistance of the Ministry of Labour and National Service
in deriving from the Government Actuary’s calculations estimates of the
changes to be expected in the size of the working population. These estimates
appear as Appendix III. The Memorandum submitied by the Government
Actuary takes account of later information than the various projections that
were prepared by the Royal Commission on Population which reported in
1949, It makes use of a number of alternative assumptions, but we may
concentrate for the present on what are described as the * basic™ estimates
which rest on the following hypotheses:—

(a) that fertility will decline progressively from 1954 to 1979 to a level
equivalent in the latter year to a net reproduction rate of 095 ;

(b) that the decline in mortality in each age-group over the next 25
years will be at the same rate as over the past 50 years ; and,

(¢} that migration can be neglected.

65. The first of these assumptions is broadly equivalent to assuming that
the average number of births falls slightly from the present level but varies
little between the first quinquennium 1954-59 and the last quinquennium
1974-79, the average for the entire period working out at about 720.000.
The ratio between male and female births is taken to be 1:06 throughout,
which conforms closely to the experience of the past ten years.

66. The estimates that result from these assumptions are summarised in
Table TV. In this Table and in the discussion that follows, the term
“elderly ™ is used to refer to men aged 65 and over and women aged 60
and over.
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TasLE IV

EsTiIMATED NUMBER OF ELDERLY PERSONS IN GREAT BRITAIN AND RATIO
To ToTal PoPuLATION, 1911-T9

Thousands
Census or Men Women Total Ratio of elderly
: number of to total

estimate ; 65 and over 60 and over elderly population

(per cent.)
1911 920 1,830 2,750 67
1921 1,100 2,250 3,350 T-8
1931 1,420 2,870 4,290 -5
1941 1,850 3,680 5,530 118
1951 2,170 4,450 6,620 13-5
1954 i e 2230 4,660 6,800 | 13-9
1964 - i 2,430 5,330 7,760 15-3
1979 3,330 6,170 9,500 18-2

67. Three comments may be made on the figures in Table IV. First of
all, they show a slower, not a more rapid increase, in the proportion of old
people than has hitherto been assumed. For example, the estimates quoted
in the Beveridge Report in 1942 put the elderly at 9:6 million persons in 1971
and the ratio of the elderly to the total population in that year at 20-8 per
cent. In Table IV these figures are not reached even in 1979. Thus the
changes in population that we have now to contemplate were not only fore-
seen some years ago but were then thought to be more formidable than they
now appear.

68. Secondly, the change in age-composition is not something that will
shortly begin to happen, but has been in progress for half a century. In
1911, the elderly formed about 1 in 15 of the total population—a proportion
not very different from that obtaining in the middle of last century; by
1954 the proportion had grown to 2 in 15 ; by 1979 it is likely to be approach-
ing 3 in 15, but there is at present no reason to expect that it will rise above
3 in 15. Thus we are already half-way—and perhaps more than half-way—
between the proportion normal in the later nineteenth century and the
eventual proportion to which we have to look forward.

69. Thirdly, the rate at which this change has been occurring has been
more rapid over the past twenty years than it is likely to be in the next
twenty. Between 1931 and 1954 the increase in the number of old people
was almost exactly the same as is to be expected between 1954 and 1979—
a rather longer period—and the past increase has, therefore, been in a higher
proportion than the prospective increase. Indeed, over the next decade,
the increase in the number of persons of pensionable age is likely to be
abnormally slow, mainly because of the losses sustained in the first world
war by the generation now reaching pensionable age.

The Elderly as a Group

70. It is apparent from Table IV that elderly women far outnumber men.
For every man of pensionable age there are two women. This is due in
part to the earlier age at which women become eligible for pensions and
in part to the greater longevity of women ; seven women may expect to
survive to 65 for every six men who are likely to do so. Ower the next
decade, the preponderance of women will grow, since the loss of life in
the first world war was largely confined to men. Thereafter, however, the
situation is likely to be reversed and the increase will be rather more rapid
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among men. One reason for an eventual slight reduction in the proportion
of women of pensionable age is that the decline in infant and pre-natal
mortality has allowed a larger proportion of boys to survive compared with
a generation ago.

71. Nearly one-half the women of pensionable age are widows, and the
proportion of widows rises steeply with age. Of the women who were 60-64
years of age in 1951 only 1 in 4 was a widow, but 2 out of 3 women
aged 80-84 were in that position. In due course, the proportion of widows
will fall slightly, following the death of those who were widowed in the
first world war. At the same time, the high marriage rates over the past
twenty vears will lead to an increase in the proportion of married women
among the elderly and a decrease in the proportion of spinsters. Of women
in their sixties, for example, the proportion of spinsters will be halved over
the mext thinty years; the proportion married will be about 20 per cent.
higher and the proportion widowed 10 to 15 per cent. lower. These changes
will be of great social importance but will have little effect on the cost of
pensions. What effect they do have will be in the direction of reducing the
cost, since married women (in respect of whom, if they are not insured in
their own right, a lower weekly rate of pension is paid) will increase in
numbers more rapidly than the total of single, widowed or divorced women—
who may qualify for pension at the full weekly rate.

72. Although the elderly as a group are much larger in numbers than a
hundred years ago, the age-composition of the group has changed relatively
little. Some change has taken place since 1911 : 26 per cent. of those over
the present pensionable ages were over 75 in 1951 compared with 21 per
cent, in 1911. In the next 25 years, if the Government Actuary’s assump-
tions are fulfilled, this proportion will show a further small increase to
about 30 per cent., leaving the large majority of the elderly still under 75.
At present minimum pension ages, the proportion under 75 years of age is
likely to be 70 per cent. in 1979.

73. This gradual change in the age-composition of the elderly reflects the
relatively slow decline in mortality rates at higher ages. The diseases of the
old, notably “heart disease ” and cancer, have not been so amenable as
the diseases of the young to improvements in public health services, in
medical knowledge, in nutrition, and in the general standard of living. The
comparison made in Table V between deaths at various ages fifty years ago
and today shows a progressively smaller decline as the age advances.

TABLE ¥

AVERAGE AnNUAL DEATH-RATE PER 1,000 oF PorPuLaTion 14 GrREAT BRITAIN
IN AGE-GROUPS

|
' Percentage decline

Age Group ‘ 1900-02

1930-32 | 1950-52 Tom
| 1900-02 to 1950-52
MEN
0-14 2 [ 84 I 37 4]
1544 At 6-7 39 ! 2:0 70
45-64 v | 25 - 17 2 15 40
65 and over I 95 | Bl 83 13
Women
0-i4 19 68 2-5 87
15-44 57 34 1+5 74
45-64 : 20 12 87 | 56
3 26

65 and over ... 85 | 69 | 6




74. In striking contrast to the fall in mortality rates among the young tos
a point below which no material further reduction can be expected, mor-
tality rates among the elderly have changed relatively little for twenty or
more years. For men, the rates show a slight increase ; for women, a falll
of about 10 per cent. Even for women, however, the trend in recent years:
has been far from clear, and between 1942 and 1952 mortality rates for:
women never varied much from the average shown in Table V for 1950-52..
Thus, it is impossible to say with confidence that a decline in mortality at
advanced ages will take place over the next generation. This uncertainty
affects not only the forecasts of future population that have been submitted!
to us but equally forecasts of the age-composition of the elderly as a group.

The Elderly and Other Dependants

75. We turn next to the change that is to be expected in the relationship
between the elderly and other age-groups in the population. An increase
in the elderly will obviously have a wvery different effect on the economy
according as it is accompanied by an increase, or offset by a decrease, in
the number of other dependants who have to be maintained by those who
are in productive employment. 'We shall not enter into the guestion who is
and who is not a dependant but will concentrate on the broad changes in
the age-balance that are in progress between children (taken to include
all persons under 15 years of age), the active age-groups (men from 15
to 64 years of age and women from 15 to 59 years of age) and the elderly
(ie.. tﬁm over these ages).

76. For most of this century the number of children has been declining
as the number of elderly increased, while the active age-groups have formed
a rising proportion of the total population. (See Diagram 2.)

77. From the middle ’thirties onwards, however, this ceased to be true and
a large increase in the number of dependants took place simultaneously at
both extremes of age. More children were born, and at the same time the
numbers reaching pensionable age continued to increase. Between 1939 and
1954 the number of children grew by over 1 million and the number of the
elderly by over 11 million, while the numbers in the active age-groups hardly
altered.

78. No change on this scale is to be expected over the next ten years. As
Table VI shows, a small increase among the elderly is likely to be balanced
by a small decrease among the young. Even in the following years, although
the changes in age-structure may more closely resemble those that have

TasLe VI
EsTiMATED POPULATION OF GREAT BRITAIN BY AGE-GROUPS, 1911-79
PERCENTAGE DISTRIBUTION

Actlive Age-groups Elderly
Children
0-14 Men 15-64 Men 65 and over
Women 15-59 Women 60 and over
1911 il 62 7
1931 24 66 10
1939 22 67 11
1951 22 64 14
1954 22 64 14
1964 21 b4 15
1979 20 62 18
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occurred since 1939, the prospect is of a less rapid increase in ratio of |
dependants to non-dependants. The active population may be expected to
fall slightly from 64 per cent. of the total population in 1951 to 62 per cent.
in 1979 and (more speculatively) to remain at about 62 per cent. for the
half-century thereafter.

Future Trends on Alternative Assumptions

79. We have so far taken for granted that the future development of
population will be in accordance with the * basic ™ estimates of the Govern-
ment Actuary and we have limited our view of the future growth of popula-
tion to the next twenty-five years. We have, however, thought it desirable
to examine how the various predictions would be affected by a change in
the assumptions made ; and we have also sought to look a little further
ahead than the year 1979.

80. It is obvious that even a large change in fertility would have rela-
tively little effect on the size of the working population in 1979 and no
effect at all on the number of elderly persons at that date. In making
alternative projections to 1979, therefore, the Government Actuarv has left
out of account possible departures from his assumption as to fertility. He
has then made estimates first on the basis of a decline in mortality at twice
the rate assumed earlier, and secondly on the assumption that mortality rates
will remain constant at the current level. We need hardly emphasise that
if mortality were to decline twice as fast as over the past half-century this
would yield extraordinarily low rates among the younger members of the
population in twenty-five years’ time. It would not yield impossibly low
rates for the old : but since the downward trend in mortality at advanced
ages has been relatively slight over the past twenty years, and much less
pronounced than it was earlier in the century, it is already a little optimistic
to ground calculations of mortality on the average rate of improvement over
the past fifty years, and there seems little likelihood of the rate being twice
as rapid.

81. In ten years’ time the variations introduced by these alternative assump-
tions are relatively trifling: the elderlv remain within about 1'5 per cent. of
the “ basic ” estimate, and the active population within 0-3 per cent. of the
*“ basic ™ estimate. TIn twenty-five years’ time the resulting difference in the
number of old people is rather larger but is still within the limits of 10 per
cent. up or down, while the size of the active population undergoes a change
of the order of 1 per cent. These changes do not seem large enough to
merit detailed consideration. and the estimates relating to the next twenty-five
years or so seem reasonably firm for present purposes.

The More Distant Future

82. Once we look further ahead, however, the degree of uncertainty in the
projections must obviously increase. [If we take a period of fifty years or
longer, changes in fertility begin to assume importance because they seriously
affect the balance between the elderly and the population of working age.
For example, a gradual fall in fertihity rates in twenty-five years to 10 per cent.
lower than has been assumed in the * basic ™ estimate, and a constant rate
thereafter, would reduce the size of the age-group 15-44 by 8 per cent. in
fifty years, and by 16 per cent. in seventy-five years. It would also reduce the
size of the age-group 45-64 by & per cent. after seventy-five years; but it
would have little or no perceptible effect on the number of people aged 65
or over, even after seventy-five years.

83. We show in Table VII the changes in the age-distribution of the popu-
lation over the next seventy-five years if the * basic ™ assumptions of the
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Government Actuary are fulfilled. Total population reaches a peak about
1979 and falls very slightly over the ensuing fifty vears. The number of
old people shows a slight drop between 1979 and 2004 but rises thereafter.
The major shift in the age balance towards a higher proportion of the elderly
is concentrated in the fifteen years 1964-79 and only a minor change is shown
in the figures in the following years. Unless some unexpectedly large changes
take place in the mortality experience of the elderly, or some major change
in fertility occurs, the ratio between the elderly and the rest of the population
would seem likel}' to remain fairly stable after 1979.

TapLe VII
ProtecTion or PopuLaTion oF Great Brirain, 1954-2029%
MEN Millions
a i .'
1954 1964 1979 | 2004 | 2029
T T 550 540 | 514 493
15-44 il 1036 10-56 10-66 | 10-48 10-07
45--fd 573 6:25 622 | G672 G-43
65 and over 2-23 2-43 3-33 | 331 36l
— L e I R —
Total ... el 2402 24-74 25-6l1 | 25-65 25-04
I|—- .y -r"III'—-'Iﬂ.I-r-F—'—li-!-'F ]
WoMEN
0-14 2= 5-db 523 511 &4- 80 467
15-44 v | 1040 10-41 10-32 10-01 9-6i)
45-59 el | 5-09 5-15 5-02 5-20 4- 59
60 and over ! 4-60 5:33 G-17 602 6-25
Total 25-61 26-12 26-62 26-18 25-44
ToraL
-14 11:16 10-73 | 10-51 | 13- S-6lh
15-44 2076 2097 20-98 | 20-49 19-67
Men 45—64 573 625 6-22 | 6-72 ‘ 643
Women 45—59 || 5049 5«15 502 | 54 | 4-89
Men 65 and over ... 2:23 2-43 3-33 | 3-31 | i-al
Women 60 and over 4-66 5-33 6-17 } 602 | 628
Total 49-63 50- 86 52-23 ‘ 51-83 ! 50-48

* Assuming that fertility rates fall steadily to the equivalent of a net reproduction rate of
0-95 in 1979 and are constant thereafter; and that mortality rates fall at the same rate as
in the past fifty years until 1979 and are constant thereafter.

The Size of the Working Population

84. We have dealt above with the changes to be expecied in the number of
old people and in the age-balance of the population, but have not examined
the prospective change in the balance between the old and those who are in
productive employment. This change provides a rough measure of the
additional economic burden that will result from the trends in population
already discussed.

85. We may start from the estimates of population in the active age-
groups given in Table VII. The totals given there for men aged 15-64 and
women aged 15-59 do not, of course, coincide with the number of persons
in the *labour force” {usmg this phrase in its widest sense to include
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employers as well as self-employed and unemployed workers), still less with
the population actually in employment ; nor do the totals for persons under |
15 and over 65 coincide with the number of dependants. Even if the
numbers in each age-group remained constant, it would be possible for
substantial shifts to take place between workers and dependants through
a rise in the school-leaving age and hence in the normal age for entry into
employment ; through better health and a decline in the number of persons
chronically sick or incapacitated ; through a change in the attitude to retire-
ment or in opportunities of prolonging working life ; through a change
in the volume of unemployment ; and through a greater tendency by women
to seek paid employment and greater opportunities of obtaining it. In all
of these ways great changes may take place, and in the past two decades
have taken place, in the numbers in employment, for reasons quite uncon-
nected with the age-composition of the population. One may also dispute
whether members of the armed services should be ranked for this purpose
as workers or dependants and into what category the hard-working housewife
should be put.

86. If we push an analysis in terms of workers and dependants too far,
we reach a point at which we are no longer discussing population changes,
but are really trying to form a picture of the way in which the national
income is likely to grow and of the share of it that will be required in
order to maintain particular groups—the old, the sick, the unemployed,
children, and so on. Even if we knew, for example, that an increase in
the number of old people is likely to be offset numerically by a decrease
in the number of children, we cannot immediately conclude that there will
be no additional burden on the economy. Who can say whether the cost
of maintaining children is greater or less than the cost of maintaining old
people? The same amount per head might be spent on them or on their
behalf ; but this would be a reflection of the amount of money at their
disposal rather than a fixed measure of the cost of maintenance at any
given time. Children may “cost™ little because their parents are poor,
while old people “cost™ more because they have had time to acquire
property. Even from the standpoint of the public purse, there is no easy
way of equating the cost of young and old. The cost to the Exchequer
of maintaining children depends on the size of the family allowances that
are voted, the provision for their education that is made, and so on. These
magnitudes may change because of fresh decisions on social priorities. and
there can be no guarantee that in years to come the state will abide by
some fixed parity in the provision that it makes for old and young. Again,
the burden of supporting a larger number of old people does not necessarily
rest on those who gain from a decline in the number of children. Equivalence
of gains and losses from a wide social point of view is not automatically
translated into corresponding gains and losses in tax revenue and Govern-
mf:nt[ expenditure, still less into a happy constancy of burdens, family by
family.

87. For these reasons, we have not attempted to pursue the problem in
terms of the ratio to be expected between workers and dependants. But we
think that it may be useful to show how the working population may change
on certain assumptions. The Ministry of Labour and National Service has
provided us with estimates of the changes to be expected over the next
25 years if the proportion of persons who are gainfully occupied in each
quinquennial age-group bears the same relationship as at present to the
g:-tlal population in each age-group. These estimates are shown in Table VITI

elow.
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TapLe VI

EsTIMATED WORKING PorurLation oF GREAT BriTAIN, 1954-79 15F
Millions

Men Women Total

1954 | 1964 | 1979 | 1954 E 1964 | 1979 | 1954 | 1964 | 1979

1544 ... v | 9841 9.95 | 10-10| 5-17| 5-32| 5-19 | 15-001 | 15-28 | 15-29
Men 45-64 . . : 5 : : I : : i
Women 45-59. . 5-38 584 5-82 1-85 ! 1 -8B6 . 1-81 7-23 i 7-T0 763
Men 65 and over I |
Women 60 and <68 74| 1-01 -39 - 46 1-07 1-18 | 1-47
over... J

Total ... e | 15-90 | 1654 | 16-93 | 7-41 | 7-62 | T-46 | 23-31 | 2416 | 24-39

Age Group

88. Because of the way in which Table VIII has been prepared, it leaves
out of account the possible changes of the types referred to above in para-
graph 85 that might affect the size of the working population even if the
numbers in each age group remained constant. It disregards, in particular,
changes in unemployment rates, retirement habits, and the attraction of
women into paid work. Such changes have occurred in the past on a large
scale and may in the future be prolonged, reinforced or reversed.

Unemployment

89. Table VIII relates to the total working population, including un-
employed workers and members of the armed services. Unemployment
may not, however, remain as low as it now is, and employment may not
correspond with the upward trend indicated in the Table. At the Census of
1931 2-5 million people returned themselves as out of work and in 1951 only
450.000. The finances of the National Insurance Scheme are at present
based on the assumption that unemployment will average 4 per cent.. and
this would be equivalent to nearly one million workers in 1979. If this
assumption were to be fulfilled the increase in the population in work between
now and 1979 would almost disappear. Nor would this be all: for if it
became more difficult to find a job, some people would give up looking
for paid employment and would no longer form part of the occupied popu-
lation. An unemployment rate of 4 per cent. might therefore have rather
larger repercussions on employment than the arithmetical equivalent of
the increase in unemployment.

90. We do not wish to imply that it is inevitable that unemployment
should come to average 4 per cent., or indeed that it must average more
than in recent years. We have no means of predicting how successful or
fortunate a future generation will be in avoiding large-scale unemployment.
But we think it right to point out that, while the rate of unemployment
cannot be expected to fall much below the present level, it might well rise
substantially above it ; and that the Government have thought it prudent
to lay down as a working assumption for the purposes of the National
Insurance Scheme a rate which is 2-3 per cent. higher than the current rate.

Retirement Habits

91. Our knowledge of the changes that have occurred in retirement habits
is a great deal more limited and uncertain than our knowledge of trends in
unemployment. Figures are available of the numbers who, at successive
Censuses, have returned themselves as retired, but it is difficult to be certain
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that “ retirement ” has meant the same throughout and that when a man
claimed to be in work 50 vears ago, his output was such as to warrant a
similar claim today.

TarrLe IX

PrororTiON OF CENSUS PoPULATION OCCUPIED AT ADVANCED AGES
N GrEAT BriTami, 1901-51

per cent. |
Men Women
Year =
70 and 65 and 65 and 60 and
6569 over over 6064 aver aver

1901 ... g Br 6l-4 s 13-4 o
1911... 2 o 56-8 = 11-5 e
1921... 79-8 4]:2 58-9 18:1 10-0 12-8
1931... 65-4 33-4 47-9 16-3 8-2 11-0
1951 ... 487 20-9 12-0 14-4 5-3 8-0

92. For what they are worth, the Census figures are summarised in
Table IX. They indicate that of men aged 65 or over only 32 per cent. were
in employment in 1951, compared with 48 per cent. in 1931 and 61 per cent.
in 1901. For women aged 65 and over the fall has been from 13 per cent.
to 5 per cent. over the same period of time. Data for the United States
show a similar trend.*

93. There are some signs that the pre-war tendency towards earlier retire-
ment—intensified no doubt by the inter-war depression—has now been
arrested and perhaps even reversed. Estimates made by the Ministry of
Labour and National Service for employees only (i.e. excluding employers
and workers on their own account) show an increase in the number of elderly
men (65 and over) between the middle of 1950 and the middle of 1953 by
10-5 per cent. and in elderly women (60 and over) by 21'1 per cent. The
total number of elderly employees rose by 109,000 in these three years. More
than half of this increase was accounted for by women who were not married,
the number of such women in paid employment growing by no less than
57.000.F

94, We discuss the problem of retirement in greater detail in Section IV,
For present purposes we are concerned only with the order of magnitude of
the alteration that might be called for by a change in retirement habits in
the estimates in Table VIII of the size of the occupied population. The
contribution to be expected from any likely postponement of retirement
would not appear to be large in relation to total available manpower. If
there were no change in retirement habits over the next 25 years the elderly
would constitute about 6 per cent. of the labour force of about 24 million
persons, and most of this 6 per cent. would be in the age-groups 65-69 (men)
and 60-64 (women). A major change in retirement habits would be required
to turn this 6 per cent. into 7 per cent. and so add a bare 1 per cent. (or
240,000) to the numbers in work.

* Between 1890 and 1940 the pm;ortiun of men 65 ymrnf age and over in'the labour
force dropped from 68 per cent. to 42 per cent. The proportion rose somewhat in the tight
labour market of the war and post-war years but at the end of 1951 it was back to the 1
level. On the other hand, the proportion of women aged 65 and over who were in the labour
force was higher in 1950 at 9-5 per cent. than it had been before. **Fact Book on Ageing »
{Federal Security Agency), 1952, pp. 24, 54.

+ Ministry of Labour Gazette, June, 1951 and 1954.
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95. It would be unreasonable to expect a general postponement of retire-
ment at ages over 70 and, indeed, a rising standard of living, coupled with
more widespread pension and superannuation benefits, would presumably
have the opposite effect. At ages below 70 the tendency may well be the
other way, especially if, as we argue elsewhere, social policy is directed
towards encouraging later retirement. But out of the 867.000 men aged
65-69 in 1951, 422,000, or nearly half, were in employment, many of the
remainder were incapacitated, and a reasonable estimate of the maximum
number who might conceivably have been retained in employment would be
300,000, of whom a large proportion might have chosen to retire even if
suitable jobs had been available for them. There is perhaps more scope
for, and more likelihood of, an increase in the employment of elderly women,
since only 191,000 out of the 1,328,000 women aged 60-64 were gainfully
employed in 1951. The changed attitudes of women to paid work that
have become apparent at younger ages may be communicated in time to
those approaching retirement, particularly if greater opportunities are offered
of continuing in employment.

Women Workers

96. This brings us to the third main influence on the size of the labour
force of which no account is taken in Table VIII: the proportion of women
secking paid employment. There has been a general tendency for oppor-
tunities of employment for women to grow, especially in areas of the country
where such opportunities were previously deficient ; and a parallel tendency
for women who have married earlier, and completed their families earlier,
than was customary a generation ago, to seek paid work and to stay at
work for a longer span. Industry affords an increasing number of light
repetitive jobs calling for the finger skills traditional among women ; more
women are finding employment in clerical work and in the distributive trades,
often on a part-time basis; and to judge from the similar trends in the
United States, these tendencies have not yet reached their limit. At the
same time, married women are not only more disposed to seek employment
but are now rarely prevented from finding it by a marriage bar. The
reduction in the burden of housekeeping tasks has made it easier for single
as well as married women to work outside their homes; and the social
conventions which at one time kept many single women in idleness have
now largely disappeared. The growth in the number of the elderly may
impose some check on these tendencies by obliging middle-aged daughters
to stay at home and tend their parents. On the whole, however, we are
inclined to think that more women will seek paid employment over the
next generation and, given continuing full employment, the opportunities
open to them will continue to expand.

97. The possible importance of this will be evident from the change that
has occurred in the past twenty years. In 1931, out of 62 million women
aged 35-54, only 1'4 million were occupied ; in 1951, out of 7-3 million
women in the same age-group 2'5 million were occupied. Thus, between
those dates over 1 million more women aged 35-54 entered the labour force
and the proportion occupied in this age-group rose from 23 per cent. to 34
per cent. This took place in spite of a major change in marriage habits
that operated to increase the proportion of women in this age-group who were
married. Out of the 1-4 million women aged 35-54 in 1931 who were
occupied, only 427,000 were married : in 1951, out of 2-5 million occupied
women in this age-group, nearly 1-4 million were married.

The Balance between the Elderly and the Working Population

98. It is unlikely that the three factors that have been enumerated as
affecting the future size of the occupied population will all operate in the
same direction. It is also unlikely that any one of them will affect the
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numbers at work more than marginally except in periods of high unemploy-
ment. On the whole, therefore, we think that the estimates of the occupied
population in Table VIII are an adequate measure against which to set the
corresponding estimate of the number of old people.

99. According to Table VIII the working population is likely to increase
over the next 25 years by just over 1 million or nearly 5 per cent. This is
both a larger and a faster increase than is to be expected in the active
population which, as may be estimated from Table VI, shows a prospective
increase of just over 2 per cent. The main reason for this divergence lies
in the large increase in the number of elderly workers ; even in the absence
of a change in retirement habits there may be an additional 400,000 elderly
workers in the labour force. Nearly half the increase in the working popula-
tion shown in Table VIII is in workers who would be entitled to claim
retirement pensions.

100. It also emerges from Tables VII and VIII that the working population
is likely to increase relatively quickly over the next ten years, as the post-
war generation enters the labour market, and relatively slowly in the ensuing
fifteen years. Once again, the really awkward changes seem likely to occur
between 1964 and 1979, not in the years immediately ahead.

101. This becomes apparent when we compare the changes in the working
population with the changes in the number of the elderly (some of whom
are also included in the working population): —

TABLE X
EstiMaren MNuspBeEr or ELDERLY Pﬁms? ;ND S1ze or WorkinG POPULATION,

Thousands
Elderly Workiing | SRUE TN ¢
persons population king population

1954 ... 5,590 23,310 29-6

1964 ... 1,760 24,160 | 32-1

1979 ... 9. 500 24390 J 39-0

102. Over the next ten years the elderly will grow in number, although
only about 10 per cent. faster than the working population: but in the
following fifteen years their number will grow more than 20 per cent. faster.
Today there are three elderly persons for every ten workers: in 25 years’
time there will be four for every ten workers.

103. This is not a catastrophic change viewed against the background
of Table VII and the comments already made on that Table. However the
problem may appear in financial terms, it does not reach formidable dimen-
sions when looked at as a change in the balance of population between
those .'iwking employment and those who are either too young or too old
to work.

Conclusion

104. In short, total population and working population will show a gently
rising tendency over the next twenty-five years while the number of old
people will rise much more rapidly. The change in age-composition to
be expected is, however, neither new, sudden, nor (taking young and old
together) particularly large. To anyone viewing the matter exclusively in
terms of the balance between producers and consumers, workers and depen-
dants, there might seem little cause for uneasiness. So far, however, we have
taken no account of the financial consequences of the changes in progress
and to these we must now turn.
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SECTION 111

MAIN ECONOMIC AND FINANCIAL PROBLEMS

105. The principal feature of old age is increasing dependence on others.
Sooner or later, the old have to give up work and the income that goes
with it. In doing so, they become dependent, directly or indirectly, on
the labour of other people. If they own property, or draw an annuity or
a pension, this fact of dependence is concealed and they retain at their
command purchasing power over the services of the working population.
But when they have no other source of income the fact of dependence
manifests itself more nakedly, either within the family circle or in a solitary
siruggle with poverty. Nor is the dependence exclusively financial. With old
age, health frequently declines and someone has to be found to care for
and nurse the sick or bedfast old person. The very sense of dependence,
and the loss of consequence and purpose that goes with it, are themselves
only too often the hidden canker behind the infirmities of age. Unlike
children who thrive on the consciousness of increasing independence, the
aged have to reconcile themselves. generally against the grain, to a gradual
surrender of their powers.

106. Tt is in the fact of dependence that the major economic and financial
problems of old age originate. The economic problems are those that result
from the need to accumulate or free resources out of which adequate pro-
vision can be made for the old ; the financial problems arise out of the need
to transfer to the old the purchasing power that will give them the appro-
priate command over those resources. If everyone were to set aside enough
during working life to provide for old age, the financial problem would
be solved, although the economic problem would remain of using resources
saved today in order to yield income to-morrow. But most people do not
reach the age of retirement with ample accumulated savings. Ewven if
account is taken of the savings that they have made, voluntarily or compul-
sorily, in superannuation and insurance contributions, relatively few people
have succeeded in the past in paying what would bring them in retirement a
return adequate to their needs in old age. These needs can be met only
by the children whom they have reared ; by other relatives and friends who
are willing to stand by them : out of state pensions that far exceed the
value of the contributions made in the past by the beneficiaries : and
by the National Assistance Board, Local Authorities or charitable bodies.
There is thus a financial problem of paying, from one source or
another, for what is beyond the means of the old ; and an economic problem
of finding room, amid all the other claims on the nation’s resources, for
what is due from the generation still at work to the generation that has
passed working age.

107. The dependence of the old on the rest of the community varies with
age, just as the dependence of children varies with age; and it is almost
as difficult to measure the one form of dependence as it is to measure the
other without some analysis of the age-group under discussion. Unfortu-
nately, the available data rarely permit of much sub-division and it is usually
necessary to be content with broad averages covering all persons aged 65
or over, or all persons over pensionable ages. In examining the dependence
of the elderly on the rest of the community, and how it has altered and is
altering, we have looked first at their current means of livelthood.

Sources of Income of the Elderly

108. There has been no systematic analysis of the income and expenditure
of elderly households in Great Britain. We aftach great importance to such

27



an analysis, and had time permitted, would have wished to set on foot a
special enquiry to assemble the necemr{ information. For some other
countries the information already exists.* In the absence of similar informa-
tion for Great Britain, we have been supplied by the Ministry of Labour with
a special analysis of the data which they collected in 1953 in connection with
their enquiry into the budgets of a representative sample of British house-
holds. The Ministry have singled out households consisting largely or ex-
clusively of elderly persons and the information of most interest for our
enquiry is summarised in Table XI7. Elderly persons living with relatives
(probably about one half) are excluded altogether from Table XI.

TapLe X1
AVERAGE WEEKLY INCOME AND EXPENDITURE OF A SAMPLE OF ELDERLY HOUSEHOLDS

Aldl One-person Two-person
Households Households Households
(487) (183) (272)
5. . 5. d. 5. .
Wages, salaries and business or pro-
fessional earnings ... 40 - 7 53 62 113
MNational Insurance Retircment or Old
Age Pensions ... i1 03 25 04 | 32 8
Other pensions, including private pen- -
sions ... 10 2% 5 1% 14 0}
Mational Assistance ... 6 - 8 6f 4 24
Other social service payments 1 93 14 2 104
All other income 14 9% 10 74 15 94
Total income as returned 103 103 56 11 135 &2
Total expenditure as returned ... 123 1 67 7 157 6
MNumber of persons per household .. 1-67 1 2
Percentage gainfully occupied ... ; 20 9 25
Percentage aged 70 and over ... .. dd fid EL

109. The information summarized in Table XI should be treated with
caution. The main purpose of asking questions about income in the enquiry
conducted by the Ministry of Labour and National Service was not to
obtain precise details of income, but to enable households to be grouped
in certain broad categories according to the income of the head of the
household and also the total income of the household. The sample relates
only to 487 households which supplied records during February, Manch
and April, 1953, including 183 one-person households and 272 two-person
households. The figures in Table XI, therefore, do not purport to represent
the typical situation in an elderly household but the broad averages obtained
for the various sources of income returned by the householders in the
sample. The imperfections of the data will be apparent from the wide diver-
gence between the recorded expenditure and income of the houscholds to
which Table XI relates. The average gross weekly income for all households
works out at just over £5, while expenditure averages a little over £6 per
week. Some part of this difference may reflect the use of past savings or

* For the U.5.A. the outstanding facts are given in ** Economic Implications of an Ageing
Population ', American Economic Review, May, 1954; and for Australia they are presented
in a recent study prepared by Dr. B. A. Hutchinson.

i‘_tﬁu households in which the total income of the household exceeded £30 per week are
L¥TE 5
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undisclosed income from relatives. Whichever figure is accepted, these
averages fall well below the general average for the country, largely because
of the comparatively small number of gainfully occupied persons in elderly
households, but partly also because earnings at advanced ages are generally
lower than earnings in the prime of life. The elderly, as is only too evident
from Table XI and the number who have recourse to national assistance,
often live on or near the borderline of poventy.

110. A similar divergence between the average income of the elderly
and of the rest of the community was disclosed by the national survey of
income and expenditure conducted at about the same time by the Oxford
Institute of Statistics.* The income of elderly households covered by this
survey averaged only 52-54 per cent. of the national average, and for expendi-
ture the ratio was 60 per cent. Im the United States, family income in
cases where the head of the household is over 65 has been estimated to be
about three-fifths of the average for all families.}

111. Table XI shows how dependent the elderly are on income from
pensions, and on the public social services. On the average, they draw about
40 per cent. of their income from retirement and other pensions, and this
proportion rises to well over 50 per cent. for old persons living on their own
(nearly half of them women aged over 70). These are averages; and there
is obviously a world of difference between households where the head still
draws a wage or salary and those in which he has already retired. This is
evident from the contrast between persons living alone (very few of them
at work), who draw less from wages and salaries than from national assistance,
and the married couples in the final column of Table XI who draw nearly
half their income from wages and salaries, some of them no doubt being
almost entirely dependent on earned income.

Changes in the Income of the Elderly

112. Fifty years ago, Table XI would have looked very different. At
that time, the average old person in the wage-earning class had no income
at all once he retired, except perhaps a few shillings from savings, the Poor
Law or a friendly society. * He had usually to choose between living, often
as an unwanted guest, with a married son or daughter, or going into the
workhouse.”f For this reason, it was relatively uncommon to find old people
living on their own, and it is correspondingly difficult to make comparisons
between their standard of living at that time and the standard of living
which they enjoy today. In his survey of poverty in York in 1899, for
example, Mr. Rowntree found that, of the households living in * primary
poverty ” (i.e., below the level of bare subsistence) only 10 per cent. were in
that condition because of the old age or illness of the chief wage-carner ; in
1936 this proportion had risen to over 40 per cent., with old age alone
accounting for 37 per cent. In the meantime * primary poverty " from other
causes had greatly diminished ; but this improvement was apparently not
shared in, or shared to the same extent, by poverty due to old age. The
number of persons in “ primary poverty " caused by the illness or old age of
the chief wage-earner had risen more rapidly by 1936 than the total number
of old people. Mr. Rowntree also found that * the poverty of old age is
more acute than that due to any other single cause ”§, and that about one-
third of all old people in York were living in poverty (defined in a sense less

* See especially the Bulletin of the Institure for October and November, 1933, p. 380,
¥ “Fact Book on Ageing ™, p. 50.

+ B. 5. Rowniree, ** Poverty and Progress ™", 1941, p. 114

& Thid., p. 66.
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strict than * primary poverty ”).* When he repeated his survey for a third
time in 1950, he found that old age now accounted for over two-thirds of
those of all ages who were living in poverty and so had become by far the
most important cause of poverty.f But because of the marked improve-
ment in living standards that had taken place in the meantime, this higher
proportion was quite consistent with a drop by over one-half in the absolute
number of elderly households in poverty.

113. It would seem a reasonable inference from these facts that, while
there has been an improvement in the standard of living of the elderly (as
measured by their means of livelihood), the improvement has been less
striking than the large sums now disbursed in pensions might lead one
to expect. Such improvement as there has been is undoubtedly to be
ascribed largely to the growth of the social services and particularly of
retirement pensions. These have grown from nil fifty years ago to over
£330 million in 1953 and, as Table XI would seem to show, form about 30
per cent. of the total income of the elderly as a class. Occupational pen-
sions, which are nearly half as large, in the aggregate, as pensions paid by
the state, have also grown rapidly. But this increasing outlay in national
and other pensions would seem to be partly in substitution for the burden
that previously fell on the relatives who supported the elderly in their own
homes, and partly the means whereby some older workers have been enabled
to retire from work at an earlier age.

TamLe XI1I
CoST OF NATIONAL INSURANCE RETIREMENT PENSIONS 1N 1953-54
£ mullion
Women
Age Men A s o Total
On own e = i B All
s | Widows® | usbands| o
Under60 ... ... = — = I 3t It 3t
60-6:4 i 28 1200 | 8 48 48
65-69 35 24 22 | 14 ol 95
70 and over... 83 25 Bl | 19 105 188
Allages .. .| 118 77 95 ‘ 44 216 334

* Excluding widows with title to a pension on their own insurance.
T Dependency increases to women married to retirement pensioners aged 65 or over.

The Growth of Pensions

114. The importance of pensions in the income of the elderly increases |

with age and is greater for women than for men. In Table XII the Govern-
ment Actuary has supplied us with an approximate sub-division of the total
cost of retirement pensions by age, sex and (in the case of women) by

marital status. From this it appears that well over one-half the total outlay |

on retirement pensions is drawn by those who are over 70 and nearly two-

thirds is drawn by women. Table XII also shows that the payment made |
to men aged between 65 and 70, and women aged between 60 and 65 who |

draw pensions on their own insurance, is a relatively small proportion of the
total cost.

* B. S. Rowntree and G. R. Lavers, ** Poverty and the Welfare State ”*, 1951, p. 34.
f Ibid., p. 71.
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115. The growth of pensions since the beginning of the century is
summarised in Table XIII. Fifty years ago there were no national pensions
and only relatively few drew private pensions. Public assistance to the
elderly was confined to the payment of a few million pounds in outdoor
poor relief and the support of the aged poor in the workhouse. The total
transfer to the elderly in pensions and poor relief was probably not in excess
of 1 per cent. of the national income. Before the first world war a start had
been made with non-contributory old age pensions but the total cost of these
was still only £7 million in 1910. By 1930 national pensions were costing
ten times this in terms of money and about five times allowing for the fall
in the value of money, while private pensions were also growing although
no figures are available to quantify the change. Today the total outlay
on pensions, including occupational pension schemes, is a little under £500
million and a further £50 million goes in national assistance to the elderly,
the joint total representing about 4 per cent. of the national income.

116. It is difficult to forecast how matters will look in 25 years’ time.
The Government Actuary’s estimate for retirement pensions at current rates
of benefit is £665 million. Contributions and premiums payable under exist-
ing occupational pension schemes already amount to £271 million and the
pensions payable in 1979 may be well in excess of this total. If the national
income is likely to be higher, so also may be the level of retirement pensions.
It would seem reasonable to predict a total outlay at present prices of at
least £1,000 million, which represents about 7 per cent. of the present
national income but perhaps only between 5 and 6 per cent. of the national
income in 25 years’ time. All these figures are exclusive of private pension
arrangements in the strict sense, i.e., pensions paid to persons who have taken
out life insurance policies in their private capacity.

Tarre XIIT
THE GrowTH OF PEnsions 1900-79 £ million
1900 1910 1930 1953 1979*
Contributory old age and retirement
pensions b . =l — — 15+ 3134 665
Mon-contributory old age pensions ... — T 37 20 1
Total ... — T 72 354 [
Occupational pensions. .. P s i 144 4408
Outdoor poor reliell or assistance
grants 12 16 42 50 T
Mational income 1,750 2,000 4,000 14,000 —_—
* Forecast.

t Includes widows® contributory pensions.

1 These figures include provision for persons other than the old.

& “The Growth of Pension Rights and their Impact on the WNational Economy ", Jowrnal of
the Institute of Actuaries, Vol. 80, Part IT, Ho. 355, p. 151.

¥ Estimate not available.

The Increasing Cost of National Pensions

117. The current cost of national pensions falls far short of the pension
rights that will ultimately have to be met. There are large numbers of people
wﬁo were brought into the insurance scheme for the first time at a late
age in 1948 and who will not qualify for a retirement pension until they
have completed at least 10 years in insurance ie., not until after 1958.
The pensions actually drawn by the elderly today are no measure, therefore,
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of the legal title to retirement pensions of the generation now approaching
retirement. Thus, pensions are destined to play a larger part in the life of
the elderly and to raise new economic and financial problems for the nation
quite apart from any change either in the rate of pension payable or in the
proportion of the population that has passed retirement age. [t is not merely
the demographic changes that were discussed in the last Section that are
likely to add to the burden of pensions, but the changes in eligibility for
pension that will be taking place concurrently.

118. The two sets of changes are of roughly equal importance. The popu-
lation of pensionable age, as we have seen, is expected to grow from 69
million in 1954 to 9-5 million in 1979, i.e., by nearly 40 per cent. This
factor in isolation would increase the cost of retirement pensions in approxi-
mately the same proportion. But the number of pensioners is expected to
increase over the same period from 43 million to 7°6 million, or by about
80 per cent., because of the inclusion of classes of person who were not
compulsorily insured before 1948. This makes the increase in the numbers
of pensioners not 40 per cent. but 80 per cent., i.e., twice as great. Even on
these assumptions, moreover, there will still be large numbers of elderly
persons who are not in receipt of pensions, e.g., because they are still al
work. The figures just given imply that one in five of those who have reached
pensionable age will not be drawing a pension in 1979 compared with a
proportion in 1954 of nearly two in five.

119. There remains a further important reason for the increase in the
cost of retirement pensions. This cost, according to the Government
Actuary’s estimates, will grow from £334 million in 1953-54 to £665 million in
1979-80, i.e., instead of increasing by 80 per cent., it will double. This dif-
ference arises largely because the cost of increments to those who have
postponed retirement is expected to rise from £3 million in 1953-54 to no
less than £63 million in 1979-80, an increase which accounts for about one-
fifth of the growth in pension expenditure.

120. This striking increase in the cost of increments illustrates forcibly
how misleading is the current surplus or deficit of the National Insurance
Fund as a measure of what is required to keep it in balance. If those who
have remained in work although over pensionable age were to retire to-
morrow, the cost of benefits would increase forthwith by a sum approaching
£50 million and the surplus which at present exists would immediately be
converted into a substantial deficit. Postponement of retirement means post-
ponement of the date at which a pension will be drawn, and hence postpone-
ment of a burden on the Fund. But the postponement is not indefinite and
in the end the burden will have to be shouldered. Moreover, the burden
will vary as retirement habits fluctuate under the influence of labour shortage
or unemployment. In a slump, for example, pension claims may come
forward at an accelerated rate, throwing the Fund into still larger deficit
through earlier retirements at a time when expenditure on unemployment
benefit is already abnormally high.

The Budget and Pension Expenditure

121. The analysis which we have given above of the factors contributing °
to an increase in pension expenditure goes some way to explaining why the
economic and financial problems that lie ahead are more formidable than
the demographic changes in prospect might indicate. These changes represent
the prolongation of a fairly steady trend ; but the problems now arising
in the finance of pensions are new because the National Insurance Scheme
has undergone an important, discontinuous change. Pension expenditure
will not increase at the same steady rate as before the war nor will the
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state’s contribution maintain a steady ratio to the total. On the contrary,
as we have seen, pension expenditure at present rates of benefit will rise
21 times as fast as the number of elderly persons; if the whole of the
prospective deficit on National Insurance falls on the Exchequer, the state
will have to find, not £70 million as at present, but about £430 million, or
over 6 times as much. In twenty-five years time, the Exchequer will have
to bear one half of the total expenditure on National Insurance benefits
and a still higher proportion of the expenditure on retirement pensions alone,

122. Not only would this represent a burden growing far more rapidly
than the number of elderly persons ; it would be a burden falling on the tax-
payer after a prolonged period of high taxation, and an addition to the
Budget when it already constitutes a very high proportion of the national
income. If the tax revenue of the state amounted to little more than 5-6 per
cent. of the national income, as at the beginning of the century. there
would be less difficulty in making provision for large additional expenditures
on the social services. But it is quite another thing to heap such expendi-
tures on top of the existing liabilities falling on the Budget when no less than
30 per cent. of the national income already finds its way to the Government
in taxation. An additional sum of approaching £400 million annually, such as
will eventually have to be found in order to meet the deficit in the National
Insurance Fund at current rates of benefit, represents nearly as much in
command over real resources as the entire national Budget in the years
following the Boer War. To mortgage this sum towards meeting additional
pension liabilities would be to limit severely the scope of any other increase
in Government expenditure that might have to be faced in future or to
reduce equally severely the chances of a reduction in taxation. Yet if the
deficit is not met from taxation it will have to be borne by the community
in some other way. Some part of it might, for example, be financed out
of increased contributions. How it should be distributed between taxpayers
and contributors is a matter which we discuss later.

The Transfer Problem

123. In a rather wider sense the burden of old age involves the transfer
to the elderly of income currently derived from the exertions of others.
To the extent that such transfers take place, the elderly are a burden on the
rest of the community. The transfers may, of course, take place voluntarily
and consist of gifts and other help; it is doubtful how far they can then
be represented as a * burden ”. But when they involve a compulsory levy
in taxation, or are met by the payment of national insurance contribu-
tions, the transfers impose a burden on taxpayers and contributors for the
benefit of those who draw pensions.

124. Under private pension schemes there need be no eventual burden
on the rest of the community since the contributions made under these
schemes are usually paid into a fund which, on investment, yields an
additional stream of income to meet the cost in benefits. The income
represents a charge on the capital assets of the community—and to that
extent represents a hostage to fortune—but the assets themselves have come
into existence only because of the savings represented by the original pay-
ments of premium. Normally there is some equivalence between the benefits
enjoyed by the pensioner and the income which his savings have allowed
to be generated.

125. In effect, therefore, a private person who provides, directly or
indirectly, funds that are invested on his behalf, makes provision for his

maintenance at some future time by inducing or allowing someone else to con-
tract the obligation to maintain him. He enters into a forward transaction in
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which, for a current down-payment, he receives the promise of a future
pension. The other party to this transaction is ultimately someone seeking
to make use of borrowed funds in order to build assets from which a future
income will be derived. It is from these assets that the income out of
which the pension can be paid is ultimately forthcoming.

126. This is not, however, the whole story. In the first place private
pension schemes are granted various tax concessions, partly with a view
to encouraging this form of saving. These concessions contribute towards
a more rapid rate of capital accumulation but at the same time they
confer on certain investments a degree of exemption from tax. An increasing
proportion of the earnings of industry is mortgaged to the payment of
private occupational pensions. Secondly, if the total savings of the com-
munity come increasingly to take the form of pension contributions, the
chances are greater that saving today will be offset by dis-saving tomorrow.
The contributions that are saved by this generation are still mounting and
remain well in front of the pension benefits that are now being disbursed.
But in course of time, if pension schemes cease to spread and the number
of contributors ceases to increase, no net accumulation of funds and hence
no net saving will take place except in so far as progressively larger benefits
are contracted for. The period that lies immediately ahead may thus prove
more favourable to saving and capital accumulation than the period that
follows it.

127. Under the National Insurance Scheme there is no similar equivalence
between the payments made by individual contributors and the benefits
that they will ultimately receive, and no investment of the one so that
it will fructify in the other. The burden of state pensions is met, not out
of past savings made collectively by the pensioners, but out of current
earnings. Even when the MNational Insurance Fund is not in deficit, there
is a direct transfer from those who are paying insurance contributions to
those who are receiving state pensions, But although there is as yet no
cash deficit there is already, on a strict assessment, a real deficit. For the
operations of the scheme involve an accumulation of liabilities towards
contributors that has not been balanced by an equal accumulation of assets,
and in due course this will be reflected in a current deficit. It is indeed the
fact that these assets have not been brought into existence that is the
economic reality underlving the prospective financial deficit in the Fund. The
benefits promised to contributors presuppose the accumulation of their con-
tributions at compound interest, but since these contributions are being used
up as fast as they are received in order to pay benefits to the pensioners
who did not make adequate contributions in the past, no fund on the
scale presupposed has been accumulated. In future years, therefore, no
return on that fund will exist to help to balance outgoings.

Pensions and Capital Accumulation

128. Tt is evident that pensions are intimately linked with the whole
process of capital accumulation and that the scale of pensions that can
be contemplated depends, on the one hand on the enhancement of the
country’s productive power that would result from the building of additional
capital assets, and on the other on the ease with which additional savings
can be spared for this purpose. If the National Insurance Scheme were
conducted on the same principles as a private scheme, then the investment
of the contributions would enable valuable assets to be constructed that
would eventually furnish the means out of which pensions could be paid.
But the Scheme is heading for a deficit that will have to be met out of
general taxation, and, to some degree, out of the savings of the taxpayer.
so that it will actively impede the very process of capital accumulation
on which, implicitly, it rests.
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Pensions and Funding

129. It is, of course, open to the state to follow the practice of private
pension schemes and accumulate a fund, although the annual additional
sum required to build up a fund on the necessary scale (which, if all benefit
liabilities were funded would amount to £400 million) is to say the least,
extremely formidable. The state might set on foot an expanded programme
of capital construction so as to add to its assets at a rate more in keeping
with the rate at which it was adding to its liabilities in the form of benefit
rights. It might also employ an insurance fund to make advances to
industry and accelerate the accumulation of capital assets in private hands.

130. But the state is under no obligation to build up a fund. It can
make use of taxation to cover the interest element implicit in pension costs,
while this option is not open to a private pension scheme. Moreover, the
state cannot circumscribe its activities within the limits of a single fund. Its
interest lies in any measures likely to bring about an increase in the national
income and it should be seeking to promote this interest independently of
any considerations governing the future level of pensions.

131. If the state had followed the example of private pension schemes and
brought into existence a national pension fund sufficiently large to meet
emerging costs, the only questions for discussion would be whether the
bargains entered into with those who borrowed from the fund would be
honoured and whether their expectations would be fulfilled. There would
still be a transfer problem of a kind in that there would be a charge on the
various borrowers which in time to come, if their expectations were dis-
appointed, they might have difficulty in meeting. This situation might result
if through inflation, war, or some kind of social catastrophe, the borrowers
found their total commitments such as to leave no surplus out of which to
pay interest and dividends and so put the state in funds to meet its pension
obligations.

132. In fact, however, the possibility of 100 per cent. funding is of academic
interest only. The National Insurance Fund is mot self-supporting ; there is
a large prospective deficit. On pension account alone, a deficit already
exists and might be increased at any time: it is open to any Government {0
announce an increase in benefit rates which its successors would have to
finance, and it can, in doing so, add to the future liabilities of the state
with a facility that makes even a war seem a laborious method of inflating
the National Debt. It can cast the burden on its successors of honouring
pledges given today without any corresponding obligation to bring into
existence the capital assets that would help to enable the pledges to be kept.

The Major Issues

133. We turn now to the two major issues that emerge from this
analysis: —
(@) What can or should this generation do to ease the task of the next
in providing for the elderly?

(b) What can a future generation afford to do for the elderly out of
its own Tesources without undue strain?

The first of these questions relates to the transfer that might take place
between this generation and the next, or rather between this generation in
the working age-group and this generation when it has passed through that
age-group ; the second relates to the transfer that would be called for within
the future population from one generation to another.

134. We begin by considering what could be done to shoulder the burdens
of the future through action taken now. The only ways in which the state
can act to assist future generations are by accumulating capital resources
and by making it easier for national productivity to improve. So far as the
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second of these two is concerned, we presume that anything that would be
instrumental in improving productivity would already engage the attention
and support of the state independently of the interests of the elderly. So
far as capital accumulation is concerned, the issue is more complicated.

The State and Capital Accumulation

135. At any point in time the state may be accumulating capital rapidly,
independently of any pension schemes that it has formulated ; and it may
claim that it is making provision for future generations in other ways (e.g..
through expenditure in defence, education, etc.). It is under no obligation
to balance one particular set of promises for the future against one particular
source of expanding revenue. What it does require to do is to make sure
that it is taking the measures necessary to make the national income move
upwards at a satisfactory rate, and that the promises that it is entering into
to pay pensions, interest on National Debt, etc. are not excessive in relation
to this rate of growth.

136. The state accumulates capital in a number of ways. It may pay
sums into a fund such as the National Insurance Fund for investment through
the National Debt Commissioners ; it may build capital assets or help the
nationalised or other industries to finance a large investment Fmgramme:
or, finally, it may run a Budget surplus and pay off National Debt. Its
activities under these three headings will be co-ordinated and governed not
merely by reference to the situation that may rule in 20 or 30 years’ time—
indeed, that is likely to be a minor consideration—but probably by the
economic condition of the country at the time. The state may wish, for
example, to have 2a large Budget surplus in the interests of general deflation ;
or it may be seeking to pursue an expansionist policy, even at the cost of
an increase in the National Debt. It would be undesirable to require the
Government to allow its budgetary policy to be dominated by an obligation
to accumulate capital at some stated rate, since this would be likely to
be inconsistent with the steady pursuit of a policy of full employment. It
would be possible for the state to be required to set aside a fixed sum
annually to be paid into the National Insurance Fund, provided it were
understood at the same time that this might involve, in whole or in part,
a corresponding increase in state indebtedness in some other direction and
no increase whatever in real capital assets.

137. Thus, if the state were required to embark on the building up of a
large insurance fund, sealed off from the other elements in the national
Budget, there would not necessarily result any net addition to national savings.
It would require an increase in the size of the Budget surplus, and an
increase that did not react adversely on private savings (e.g., through higher
taxation) to bring about such a result. On the other hand, the building up
of a fund would hardly operate to diminish savings ; and while it might com-
plicate the task, in the short run, of keeping the economy of the country on
an even keel, it might help to accelerate over the longer run the whole
process of expansion in the national capital and the national income. We
attach the greatest importance to continuing efforts by the state to assisting
this process by any means in its power. The larger the obligations which
the state assumes towards a future generation of pensioners, the more
important it is that it should facilitate the accumulation of real capital assets,

138. It has been represented to us that the scope for future capital
accumulation is not unlimited and that, in private industry at all events, it
is not lack of finance that is the principal obstacle to a larger scale of invest-
ment. The willingness of private industry to embark large sums in additional
investment, however, is restricted below what would be in the general social
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interest by heavy taxation and other circumstances. There are many directions
in which additional capital could be fruitfully employed, and these include
some of the major uses for capital, such as transport, fuel and power, and
urban re-development. The best guarantee of higher pensions for the future
would be increased investment, both in this country and overseas.

139. We do not wish, however, to lay stress exclusively on capital accumu-
lation, since this is only one of a number of ways in which economic progress
can be assisted and later generations put in a stronger position to meet the
cost of pensions. More rapid technical progress, keen and efficient manage-
ment, a raising of the general level of skill and education are all of very
great importance. It would be a mistake if, in an effort to speed up capital
accumulation, measures were taken that reacted adversely on any of these
and retarded the growth of productivity instead of promoting it.

The Prospective Growth in National Income

140. We turn next to the second question in order to consider briefly
whether, with all the assistance that can be expected from this generation,
the national economy in twenty-five years’ time will be able to support the
prospective burden of pensions that it will have to bear, We have seen
that even on present rates of benefit the burden of state pensions is likely
to double, and it is unlikely that the increase in payments under private
pension arrangements will be less rapid. We have also seen that the increase
in national pensions is likely to be accompanied by a much faster rate of
mcrease in the burden falling on the Exchequer.

141. The provision that can be made in future for pensions must depend
largely upon the success with which the nation increases its total production
and so adds to its total income. In the past there has been a progressive
improvement in productivity, carrying with it a general rise in the standard
of living. The rate at which this has proceeded has varied: in recent years
the national income has grown at 3 per cent. per annum and real income
per head at a somewhat slower rate. This rate of increase owes something
to the simultancous expansion in the size of the working population, an
expansion which appears now to have ceased and which is unlikely, as we
have seen, to be resumed on any significant scale. It has been put to us
that it might be reasonable to assume a continuing improvement over the
next 25 years at the rate about 11 per cent. per annum. We do not feel
competent to express a judgment on this point ; but it goes without saying
that so large an increase — equivalent to nearly 50 per cent. over the 25 years
—would be by far the most important single factor tending to ease the
burden of providing for old age. It would indeed be a more rapid increase
than is likely to occur in the number of elderly persons, although only half
as rapid as the increase in expenditure on national pensions at present rates.

142. Increasing productivity is not something that happens of itself, nor
is there anything inevitable about it. It reflects the cumulative outcome of
the efforts of employers and employed to find improved ways of doing things,
aided by an increasing stock of the instruments of production. If capital
accumulation or innovation were to slow down, there would be a correspond-
ing retardation in the growth of the national income. Other factors also
might exercise a favourable or unfavourable effect: the terms of trade, for
example, might move to Britain’s disadvantage; or tax policy might be
ada_;;ted to make technical progress in industry more attractive and more
rapid.

143. Even a very large increase in productivity will not automatically solve
the problem of transfer. Those who gain most from higher productivity
are the employers and workers who help to bring it about. Some part of
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the proceeds is morigaged as a return on capital and will go, for example,
to meet private pensions and superannuation benefits. Little or none of
the gain from higher productivity will automatically accrue to the elderly
unless they are in employment, and it will therefore be necessary to tap
the higher purchasing power of the population through taxation (as well
as through increased contributions) if the charge on the community of
maintaining a growing number of pensioners is to be met

144. There is, moreover, a tendency for the needs of the elderly to grow
as the standard of living rises, so that pensions considered adequate at one
time seem insufficient to a later generation, If the income and standard of
living of the community improve, there will undoubtedly be pressure to
make pension benefits rise at a more or less corresponding pace. This will
add further to the deficit even if, as already explained, contributions are
adjusted in scale with benefits. It might well happen, if the national income
grew by 50 per cent.,, that demands would be made for pensions 50 per
cent. larger than now, and that the total expenditure on national pensions
alone would threaten to rise above £1,000 million a year.

145. We have also taken no account so far of burdens other than the
cost of pensions. But the elderly account also for a large part of the com-
munity’s health bill ; they have to be housed, in part at the expense of the
community ; and there are many miscellaneous services that are provided
by Local Authorities for the benefit of the elderly. All these expenses, some
of which are listed in Table ITI, will almost inevitably grow at least as
rapidly as the number of elderly persons.

146. There is also a possibility that the burden of pensions will be in-
creased by earlier retirement from work, stimulated both by the rising
standard of living and by the growth of private pension schemes. Earlier
retirement would increase the proportion of elderly persons in receipt of
pension and so increase the scale on which a transfer must take place from
the rest of the community.

The Real Problem

147. In all our discussions on the future cost of pensions we have taken
as a starting point the rates of benefit that were payable at the time
of our appoimtment. We do not think that the burden of pensions at those
rates should prove an unmanageable one in twenty or thirty years’ time.
Certainly, if the national income were to grow from £14.000 million to-day
to, say, £20,000 million in 1979, it would appear possible for the state to
meet an outlay on pensions rising from £334 million to £665 million per
annum. [But this is not the real problem. Pension benefits are one item
only in a Budget that is already very large, and will be under pressure
to expand still further ; and the rates of benefit that are payable do not
remain fixed and calculable, but have hitherto undergone substantial periodic
increases. We have to look not just at the figures as they stand to-day,
but at the strains that may be felt in the Budgets of to-morrow.

148. In considering any future changes of pension rates, therefore, full
regard should be had, not only to the ease or difficulty with which they
can be financed at the time, but also to the continuing and mounting load
which they will throw on the community in general and on the Budget in
particular. Moreover, if the major part of the increase in pension expendi-
ture is to fall on the Budget, there must be a corresponding economy in
other directions, even though this may mean that pensions are given I?riur-ity
over other social services. Finally, one of the primary objeots to which the
efforts of the state should be directed is that of ensuring that the capital assets
of the community are growing at a satisfactory rate.
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SECTION 1V

NATIONAL INSURANCE RETIREMENT PENSIONS

Fhe Method of Finance

149. Retirement pensions are one of the benefits provided under the
comprehensive National Insurance Scheme. Expenditure on benefits and
administration under this Scheme is met from a single National Insurance
Fund : the income of the Fund is mainly derived from the weekly con-
tributions payable in respect of each insured person and which relate to
all the benefits under the Scheme. The amount thus collected is based on
what is commonly known as the *actuarial contribution ™ but which we
should prefer to call the “age 16 contribution ™. This is the weekly sum
which would be needed, on average, to provide a person who contributes
from age 16 with the benefits of the Scheme if contributions not spent on
current benefits for him and his dependants were invested to provide future
benefits. If the insured person is employed, part is paid by the employer.
In all cases the Exchequer makes a payment in respect of each contribution
and this is known as the “ Exchequer Supplement”. Under the MNational
Insurance Act, 1946, this Exchequer Supplement was one-third of that part
of the actuarial contribution which related to unemployment benefit and
one-sixth for most of the other benefits, including retirement pensions.

150. A payment of 10d. for men and 8d. for women towards the cost
of the National Health Service is added to the weekly amount due in respect
of National Insurance benefits from each contributor. The National Health
Service is available to all ; benefits are not conditional upon any insurance
qualification or the proof of having paid contributions. The present annual
cost of the Service of over £500 million is almost entirely financed by the
Exchequer ; the yield of the 10d. and 8d. payments by contributors—£40
million—represents only about 8 per cent. of this cost.

151. The total weekly contributions payable for National Insurance in
respect of employed persons are set out in Appendix IV. Of the sums of
9s. 2d. for men and 7s. 3d. for women actually paid by employed persons
and their employers towards the benefits of the National Insurance Scheme,
4s. 2d. and 3s. 8d. are attributable to retirement pensions. At present the
total value of the weekly stamp for an employed person (which is purchased
and affixed to a card by the employer) is 10s. 9d. for men and 8s. 5d. for
women ; in addition to the payment towards the National Health Service the
stamp includes the contribution for the separate Industrial Injuries Scheme,
Self-employed and non-employed persons are also insured under the National
Insurance Scheme for retirement pensions (and certain other benefits) and
pay appropriate contributions, including the amounts applied to the cost of
the National Health Service.

152, The * actuarial contribution™ for a given level of benefits would
be sufficient to cover the cost if full benefits were restricted to those persons
who contributed from age 16. In that event, in the early years when benefit
expenditure would be small a fund would accumulate as a result of the
investment at interest of the excess of contributions over current benefits.
In this way future benefits would be secured. But full benefits have been
conceded to all persons brought within the National Insurance Scheme as well
as to many already retired. A liability has, therefore, been assumed against
which there has been no adequate contribution income. Moreover, con-
tributions are not funded but are used to meet current expenditure and
no provision has been made to liquidate, by special deficiency payments, the
liabilities thus assumed. These liabilities which, owing to the special nature
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of the benefit, relate almost entirely to retirement pensions, will emerge in
the future as an excess of expenditure over income—and may be termed the
“ emerging cost .

153. As expenditure was expected to exceed income from contributions
(including the Exchequer Supplements) from the inception of the Scheme.
provision was made for annual Exchequer payments to maintain the National
Insurance Fund at its starting level. A scale was fixed at an initial payment
of £36 million, rising by £4 million each year until 1955; thereafter the
level of the additional payments to the Fund was to be determined by
Parliament. The state thus assumed liability for the emerging cost of the
retirement pensions then provided in addition to supplementing the contribu-
tions. To relieve the Exchequer of some part of the heavy increase in future
expenditure, the 1946 Act provided that after five years the contribution paid
by the insured persons (and their employers, if any) should be increased
by 4d.*

154. The method of finance adopted under the 1946 Act was comparable
as far as pensions are concerned with that of the earlier Contributory
Pensions Acts. The contributory principle was first applied to state pensions
for old age by the Widows’ Orphans’ and Old Age Contributory Pensions
Act, 1925. The pension contributions required by that Act from employed
persons and their employers were also calculated on an actuarial basis ; if
contributions were paid from age 16 until pension age, and funded, the
would have provided the contributors with pensions from age 65 u
age 70. Pensions to which contributors became entitled after age 70 were
payable as of right without a means test. The joint contributions were not
funded and were applied to meet the pensions currently payable at the
full rate to persons who had not paid adequate coniributions from age 16.
The resulting cash deficiency on the Pensions Account was to be covered
by an equalised Exchequer grant fixed initially at £4 million a year for the
first 10 years of the scheme. The Act provided for three decennial increases
in contributions, as it was intended that for persons entering insurance after
1956, the joint contributions of employers and employees should cover the
whole cost of their pensions including those payable after age 70. The
financial arrangements introduced by the 1946 Act differed only in detail ;
in particular, a specific Exchequer Supplement fixed as a proportion of the
joint contributions of employers and employees was introduced.

155. The financial provisions of the 1946 Act were modified by the
National Insurance Act, 1951. On Government instructions the scheme had
originally been financed on an assumed average rate of unemployment of
81 per cent., and as a result of the very low level of unemployment actually
experienced there was a considerable surplus of income to the Fund during
the first years of the operation of the Scheme. The assumed average rate
of unemployment for the purposes of assessing the adequacy of the rates
of contribution and estimating income and expenditure was therefore reduced
to 4 per cent. The provision for annual payments from the Exchequer was
repealed and at the same time the Exchequer Supplement was adjusted.
This Supplement now amounts to approximately one-seventh of the total
age 16 contribution for all benefits. There is at present no statutory
provision for meeting any annual deficits which may arise.

156. The 1951 Act also provided for an increase in the rate of certain
retirement pensions, and all retirement pensions were further increased by
the Family Allowances and National Insurance Act, 1952. The result of

* Report by t‘r; f:*nvemmant Actuiry on the Financial Provisions of the National Insurance
Bill, 1946. Cmd. 6730, paragraph 24.

40



these two Acts has been to increase benefits by about one-quarter for a
single person and by rather more than this for a married couple. Although
the 1952 increases were accompanied by appropriate increases—related to an
entrant at age 16—in the contributions, the pension liability which was not
covered by contribution income was substantially increased.

157. On the average, the capital liability for the pensions of each of the
4 million existing pensioners at July, 1948 when the Scheme came into full
operation was about £550—without allowing for the small offset of any
accumulated contributions. For persons under pension age at that date, the
liability in respect of the difference between the value of pensions and future
contributions was, for a single man then aged 25, £40; for a man then
aged 40, over £150 ; for a man then aged 55, £350. Against these sums the
most that could have been contributed up to that time since 1926 was £15
for a man aged 25 and £35 for a man aged 40 or over. In total the capital
liability assumed by the state for retirement pensions at July, 1948, after
allowing for future contributions was of the order of £8,500 million, of
which about £6,000 million was in respect of persons under pension age:
or £280 on average for each of the 21} million contributors to the Scheme.
The additional liability for retirement pensions undertaken by the 1951 and
1952 Acts was about £120 a head for every contributor to the Scheme, making
a..:li-::lrf‘,a] capital liability in respect of retirement pensions of about £12,500
million.

158. Table XIV shows the capital value of the pension of a person who
attained pension age on 1st January, 1954 and the accumulated value at
that date of such a person’s contributions at 3 per cent. interest, assuming
that he and his employer had paid contributions since 1st January, 1926,
when the first Contributory Pensions Act came into operation:

TapLE XIV
Accamulated value* Capital value
of contributions of pension

since 1st January, on Ist January,

1926 1954
¥ £

Single Man ... 120 820
Married Man, wife same age 120 1,560
Married Man, wife five yvears younger ... 120 1,720
Single Woman 105 1,130

* Mo allowance is made for benefit of survivorship.

If all existing pensioners are considered as a group the amount of
contributions paid by, and in respect of them, was on the average only
about one-twentieth of what it would have cost to purchase their pensions
on ordinary commercial terms.

159. The invested assets of the former separate schemes for Health,
Unemployment and Pensions, amounting in all to about £900 million, were
taken over by the National Insurance Scheme. Of this total about £550
million came from the Unemployment Insurance Fund, the result of negligible
unemployment during and after the war ; £230 million from the National
Health Insurance Funds ; and the remainder from the Contributory Pensions
Accounts. A sum of £100 million was credited to the National Insurance
Fund as a starting balance and the remaining £800 million was used to
constitute a National Insurance (Reserve) Fund. This Reserve Fund does
not provide, nor was it intended to provide, an actuarial reserve. The interest
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on the investments of the Reserve Fund is paid into the National Insurance
Fund but no other transfer may be made from it save by Resolution
of the House of Commons. In 1952 some of the surplus which had accumu-
lated in the National Insurance Fund as a result of favourable unemployment,
and to a much lesser extent sickness, experience since 1948 was transferred
to the National Insurance (Reserve) Fund, The value of the investments
transferred was about £285 million, making the balances in the Reserve
Fund nearly £1.100 million. The balance in the National Insurance Fund
at 31st March, 1954, was over £300 million.

160. There has in the past been a surplus in the annual working of the
National Insurance Scheme, but this is not likely to continue much longer.
Expenditure on benefits will soon exceed income and the excess will grow
rapidly. Forecasts of the future receipts and payments of the National Insur-
ance Fund, at present nates of contributions and benefit, are given below in
Table XV and illustrate the growth of this annual deficit.

TapLE XV
EstiMAaTED FuTurie REecEPTs anD PayMeENTs OF THE NaTiosaL Issuramce Fusp
Receipts Payments
19541955
£m, £m.
Contributions of Insured Persons and Retirement Pensions ... . 351
Employers ... e 439 Other Benefits ... I
Exchequer Supplements ... T0 Administration " 27
Interest L v 45 Surplus ... 19
554 554
. 1959-1960
Contributions of Insured Persons and Retirement Pensions ... e 430
Employers ... .. 428 Other Benefits ... v 209
Exchequer Supplements 68 Administration e ot 28
Interest 45
Deficit ... e 1285
0h7 BhaT
19791980
Contributions of Insured Persons and Betirement Pensions ... ... 663
Employers ... 438 Other Benefits ... Ao SRy
Exchequer Supplements ... 70 Administration . i
Interest = 45
Deeficit ... PP, ¥
917 917

T—— —

161. Although there is a slight annual surplus at present, taking the
operations of the National Insurance Fund as a whole, there is already a
substantial deficit on pensions taken by themselves. It is not possible to
make an exact distribution of revenue between the various benefits that are
financed out of National Insurance contributions, but the revenue strictly
assignable to retirement pensions is estimated to be already about £100
million below the current expenditure on those pensions. This deficit will
grow over the next twenty-five years ; as Table XV shows the present small
surplus on the working of the National Insurance Fund as a whole will be
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converted by 1979-80 into a deficit of £364 million. The reasons for the
prospective increase in expenditure on retirement pensions have already
been explained in paragraphs 117-119 ; the numbers in receipt of pensions
will grow both because more people will be of pensionable age and because
a higher proportion of them will be eligible for retirement pensions. Ex-
penditure on other benefits also shows an increase as the Table assumes a
long term average of 4 per cent. unemployment and allows for a gradual
increase in sickness rates.

162. The formula by which benefits and contributions are linked under
National Insurance is one implying an equivalence between the current scale
of benefits, and the contributions paid throughout insurance life by an entrant
aged 16 and those paid on his behalf by his employer, if any, and the
Exchequer. We can be reasonably sure, however, that in fifty years’ time
when a young man now aged 16 retires, rates of benefit will have altered.
In all probability they will have risen, either because of inflation, or because
of an improvement in living standards. The calculations made over some
fifty years on the occasion of each increase in benefit will be found to bear
little relation to the benefits ultimately payable. On reaching age 65 a man
will then have paid less—possibly far less—than his share of the cost of
his pension, even if contributions throughout his insurance life have been
faithfully adjusted in accordance with the age 16 convention so as to keep
pace with the higher rates of benefits. On the other hand the state will
find itself saddled with a liability, for which no specific provision is made,
equal to the value of the difference between the contributions actually paid
and those which would have been strictly necessary to pay for the eventual
benefits offered at age 63.

163. The method of financing pensions which has been adopted inevitably
creates a deficit for which a balancing payment will always be required in
future. The deficits forecast have been substantially increased by successive
concessions to persons who have not paid adequate contributions from
age 16. The inclusion of new classes of pensioners, in particular persons
in classes not compulsorily insured under the old Contributory Pensions
Schemes, who have to contribute for at least 10 years before becoming
Izntitled to pension, will lead to substantially increased expenditure on
pensions from 1958 onwards. Although there is at present no statutory
obligation, we are bound to assume that failing any other provision, these
deficits, representing past obligations undertaken by Parliament, will be met
by the Exchequer, i.e., by the community at large through taxation.

164. The rising cost of National Insurance, due primarily to retirement
pensions, which will fall on the taxpayer will thus be substantial for many
years to come even if no further increases are made in benefit rates. If future
increases are financed in the same way as hitherto, every 5s. added to the
present 32s. 6d. rate of benefit would add nearly £60 million to the estimated
deficit for 1979-80. .

Contributions

165. The growing numbers of old persons will inevitably mean that there
will be correspondingly increased demands on the resources of the national
economy for goods and services. In the previous Section we have discussed
the question whether an increasing national income will create the physical
resources from which these demands can be met. We now propose to examine
the financial problem of finding the right method of transferring part of
the national income to the old, on an increasing scale as the years pass.
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166. We have considered whether the present method of transfer—through
an insurance scheme for which contributions are paid—is the best way of
providing for old age. The * insurance principle ™ as applied to National
Insurance means that contributions are required from all insured persons
to establish title to benefit, and are related to the benefit rates on the age 16
basis described above. The great virtue claimed for the * insurance principle
is that pensions are provided under it as of right and not as charity from the
state. It may perhaps be doubted how far this can be claimed wvalidly
for a scheme under which at present pensioners have paid on average for
only about 5 per cent. of the capital value of their pensions. Moreover,
entrants into the Scheme over age 16 pay a contribution related to that age ;
the contribution required in respect of retirement pensions alone for entrants
at ages 35, 45, and 55 would be about twice, four times and ten times this
amount. Improved standards of living due to advances in productivity, or
inflation with consequent decline in the value of money, may well in the
future, as in the past, lead to demands for higher pensions. [If precedent
is followed the grant of any such increases will repeat the process of adding
to the deficits to be met by the Exchequer.

167. Nevertheless, we think the balance of advantage is clearly in favour
of a system under which payment of contributions is one of the conditions
for receipt of benefit, as against any system under which this link is severed
and the whole cost falls on the Budget. No such change was advocated by
any of those who submitied evidence to us. We do not think such a system
under which constantly mounting charges had to be met from taxation would
continue to be tolerated without the introduction of some form of income
test under which the rate would vary with the resources of the recipients ; and
it would therefore become indistinguishable from national assistance. We
think that contributions provide an important measure of social discipline
since everyone is aware that higher rates of pension must at once be accom-
panied by higher contributions. The existence of an accepted actuarial basis
is a useful safeguard when rates of benefit are under consideration; it
imposes some check on reckless increases by reason of the need to have
regard to the amount required to pay for them, and to some extent removes
the difficult question of rates of contribution from the arena of political
controversy.

168. One alternative to the present system would be a * pay as you go”
method of finance for pensions. Under such a system the expected expendi-
ture on pensions in a relatively short period of, say five years, would be
assessed and the contributions payable during that period would be fixed at
an amount sufficient to cover that expenditure. The proportion of the
* contributions ™ to be paid by the insured persons and their employers and
the proportion to be paid by the Exchequer would require consideration ;
the important feature would be that these proportions once fixed would
remain constant. One objection to such a development would be the
increasing size of the contribution which would be required from the con-
tributor, The weekly contribution for the five years beginning 1957-1958
would have to be rather more than 2s. higher than at present; in the five
years beginning 1979-1980 it would have to be about 7s. higher. This high
rate of contribution would be necessary to cover the heavy liabilities which
have already been incurred and as these obligations have been assumed by
the Exchequer we do not consider that it would be practicable to introduce
such a scheme.

169, It has been suggested that the receipts of the scheme could be increased
by requiring payment of higher contributions from insured persons at the
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higher levels of income. At present the contribution paid by, or in respect of,
insured persons is the same for all within the same insurance class and in
ractice it cannot be set higher than the poorest can pay. This is a serious
imitation and we should have liked to suggest some way of escaping from it.
On consideration, however, we do not feel able to recommend a system of
contributions varying according to income. We were assured that any pro-
posal to vary the rate of contribution would meet with wide-spread opposition
unless the rate of benefit were also varied according to the contribution, A
scheme of variable pensions can no doubt be devised: such schemes exist in
a number of countries, including the United States. But, apart from the
administrative difficulties involved, we do not think that such a departure
from the existing arrangements in this country would be readily accepted.
Moreover, so far from reducing the prospective deficits due to pensions, it
would tend to increase them. The higher pensions postulated in return for
higher contributions would add to the emerging cost of pensions and it would
be difficult if not impossible to prevent the whole or at any rate a large
part of the increase from falling on the Exchequer.

170. It would be possible to calculate the contribution in some other way
than the present age 16 basis. The amount of contribution payable by each
person entering the scheme at any specified age could be calculated and would
correspond to the premium that would be required by a self-supporting
insurance institution for similar pension rights, It would be low at the early
ages and would increase very steeply as the date of entry approached pension
age. But the introduction of a compulsory national scheme on this basis
would place an impossible burden on the older contributors, and it would
clearly be extremely difficult to operate a system of contributions varying
with the age of entry of insured persons and with their ages when increases
in benefit were granted. The only practical way of bringing the uncovered
liabilities into account would be by adding a flat amount to each contribution
s0 calculated that in total the requisite additional sum would be raised. We
do not think that it would be reasonable to levy a contribution on this basis to
cover the whole of the present uncovered liability. It does not follow, how-
ever, that a modest addition based on the same principle but designed to meet
only some part of the uncovered liabilities, could not be justified. The original
National Insurance Act, 1911, provided for the liquidation of the initial
liability by additional sinking fund contributions, and in 1946 the National
Insurance Act provided for an addition to the contribution, to take effect
five years later, as some assistance towards the heavy emerging cost.

171. After reviewing the alternatives we have reached the conclusion that
in relation to the expenditure arising from the cost of pensions at their present
rates, there should be no change in the present basis of assessment of the
contribution ; that is to say, it should be limited to the * actuarial
contribution ” determined by reference to an entrant at age 16, together with
the additional 4d. imposed by the 1946 Act. One-seventh of this contribution
should be paid by the Exchequer. We recognise that this method of finance
leaves uncovered the greater part of the liabilities arising from past conces-
sions ; but the part so left uncovered is a burden which the Exchequer has
accepied and we do not think this situation can now be altered.

172. We have also to consider, however, whether the same principle can
justifiably be applied to the higher contributions which will become necessary
if the rates of pension are increased. If the increase in the contribution on
this account is limited to that appropriate to an entrant at age 16, a large
part of the liability arising from the increase in pension rates will be left
uncovered. The position is the more dangerous in that the immediate calls
on the national purse will be relatively small and the large future liability
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will be concealed. We cannot exclude the possibility that there may be a
series of future increases in the pension rates. If the process of adding large
amounts to future uncovered liabilities is repeated, the result must be on
each occasion to add correspondingly to the future budgetary burden.

173. We think, therefore, that in the event of an increase in the pension
rates, the increase thereby occasioned in the contributions should include.
not only the addition to the * actuarial contribution ™ for an entrant at age
16, but also an appropriate sum in respect of the liabilities not covered by the
age 16 contribution. This is not a new departure. It is in fact the applica-
tion of a principle already adopted to some extent in the Acts of 1911 and
1946. The uncovered liabilities to which we refer consist in part of the
increase in the pensions of those already on pension when the change in
rates takes effect ; so far as this is so the cost should fall on the Exchequer.
So far, however, as the uncovered liabilities arise from the increases in the
future pensions of existing contributors we think it reasonable that the cost
should form part of the contribution to be shared in the usual proportions
between them and the Exchequer. We recommend, therefore, that if an
increase should be made in the present rates of pension, the consequent
addition to the contribution should not be confined, as it has been in the past,
to the increase appropriate to an age 16 entrant. There should, in our view,
also be added such further sum as will be sufficient, on average for the whole
body of contributors at the time, to meet the part of the cost of the increase
in the pension rate not covered by the increase in the age 16 contribution.
One-seventh of this addition to the contribution should be paid by the
Exchequer. Similar principles should be applied on the occasion of any
further increase. Two members of the Committee, Mr. McAndrews and
Mr. Bartlett, are not prepared to support this recommendation unless it is
accompanied by the restoration of the proportion of the contribution to be
paid by the Exchequer to the former level of one-sixth.

Funding

174. A fund in which the excess of income over current outgoings is
accumulated at interest is an essential feature of private insurance. National
Insurance contributions are assessed on the basis that would be appropriate
if a2 fund were to be set up and full actuarial reserves accumulated. In a
funded scheme, the Exchequer would have to meet the liability due to
bringing into full benefits persons above age 16, by paying a deficiency
charge over a period of years in order that the necessary funds might be
gradually accumulated. This method of financing the National Insurance
Scheme has not, however, been adopted. The Government Actuary has
calculated that allowing for the present assets of the scheme, including
the value of future contributions. the net sum to be capitalised in order to
put the Scheme on a fully funded basis for all benefits would be £9.600
million. To liquidate this sun over a period of 40 years at an assumed
rate of interest of 3 per cent. would require an annual sinking fund pay-
ment of over £400 million a year. Accumulation on this scale is clearly out
of the question. In the previous Section we have dealt at length with the
economic and budgetary implications of funding, and on the whole we have
reached the conclusion that funding operations in respect of the National
Insurance Scheme are not to be recommended.

175. We have also considered the present balances in the National Insur-
ance (Reserve) Fund and the National Insurance Fund. The interest on
these Funds is treated as the current income of the Scheme. The Reserve
Fund is not in any sense an actuarial reserve and represents balances taken
over from the pre-1948 state insurance schemes, together with a surplus on the
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working of the present Scheme arising mainly from low unemployment.
A Resolution of the House of Commons is required before any issues can be
made from this Fund. We have already pointed out that there is at
present no statutory provision for meeting the future annual deficits.
Accordingly, if no other arrangements were made it would be necessary to
meet those deficits by drawing on the capital, first of the National Insurance
Fund, and, when that had been exhausted, of the National Insurance
(Reserve) Fund. Extensive use of capital might no doubt be necessary and
justifiable to meet a crisis of unemployment: but so far as deficits arise, as
indeed they will, out of pension expenditure, such a procedure would obvi-
ously be highly improvident and, in a sense, irregular, having regard to the
sources from which the accumulated Funds have been derived. We do not
suppose that events would be allowed to take this course. Nevertheless,
we recommend that steps should be taken, by means of the provision of
adequate subventions from the Exchequer, to ensure that the balances of
the Funds should not be depleted on account of deficits arising from the
payment of pensions.

Universality

176. Before 1948 compulsory insurance for pensions was restricted to
manual workers and other employees whose remuneration did not exceed
a certain limit. In addition, persons in certain pensionable employments,
such as the civil service, local government service, teaching and the railways,
were excepted from compulsory insurance. There were arrangements for
voluntary membership of the state pension scheme, and in 1948 there were
altogether about 1 million voluntary contributors.

177. The present scheme is universal and compulsory. The three general
reasons of principle given by the Coalition Government in 1944 for making
it so, were, first, that in any social insurance scheme citizens should stand
together without regard to difference of status, function or wealth ; secondly,
that many people had hitherto been excluded from state insurance whose
need of its benefits was at least as great as that of many of the insured
population ; and, thirdly, that universality would avoid difficulty in con-
tinuing insurance cover through the various changes of status to be expected
in the course of a normal working life.

178. Universality has meant that many people are now covered by com-
pulsory insurance for pensions who have other provision for old age. Apart
from personal savings, the number of persons either receiving pensions or
acquiring rights under some form of superannuation scheme is now over
8 million. Many of those at present receiving pensions are not entitled
to national insurance pensions in addition, but this situation is temporary.
The number of old people receiving both the national pension and an
occupational pension will steadily increase, and although some superannua-
tion schemes provide only modest cover on retirement others provide
generous pensions.

179. We do not consider, however, that it would be either useful or prac-
ticable to abandon the principle of universality now that it has been estab-
lished. This principle applies not only in the National Insurance Scheme but
elsewhere in the social service field. To depart from it now would involve a
major change in the pattern of the social services. We recognize, however,
that, so far as pensions are concerned, universality means that many people
will receive a national pension who may not need it. It is true that it would
not be impossible to except from the existing Scheme persons adequately
covered in other ways. To do so would, however, raise difficult problems. The
national pension is available on favourable terms and it would not be easy
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to reach agreement on the groups to be deprived of its advantages. More-
over, there is no guarantee that a person will necessarily remain
covered for an occupational pension throughout life. If, as a result of a
change of occupation, such a person lost entitlement under an occupational
pension scheme and arrangements were not made for re-entry into the
national scheme, there would be an increased demand on national assistance.

180. The exception of certain classes from compulsory insurance for
pensions would reduce the future liabilities of the National Insurance Fund,
but it would also lead to financial difficulties during the transitional period.
There would be a heavy loss of contribution income in the immediate future.
At the same time, the rights acquired by the payment of contributions during
the past six years by persons who might be excepted from compulsory
insurance could not be ignored. Any solution which involved compounding
for those rights would impose a serious strain on the Fund.

181. There may be some danger in particular cases that the national
pension and an occupational pension may together provide a combined
income in retirement approaching that earned during working life, especially
where retirement is deferred. This would raise the question of the share
of the national output which ought to be appropriated by the unoccupied
older members of the community, and might encourage retirement sooner
than would otherwise be the case. The implications of this clearly require
more detailed consideration and we deal with this question at more length
in Section V.

The Pension Age

182. The point at which the pension age under the National Insurance
Scheme is fixed is obviously a matter of major importance not only in
relation to the Scheme itself, but also because it is likely to influence the
age limits of other schemes and retirement practices generally. It is to
be observed at the outset that what we are here considering is the minimum
age at which pension becomes payable, subject to retirement, and not an
age at which pension becomes automatically payable, as would be the
case if there were no retirement condition. When non-contributory old age
pensions payable at the age of 70 were instituted in 1908, and when con-
tributory pensions payable at the age of 65 were introduced in 1925 (the
age for women was subsequently reduced to 60), no retirement condition was
imposed. This condition was first applied when the present National Insurance
Scheme was introduced by the National Insurance Act, 1946 ; the minimum
pension ages under that Act are 65 for men and 60 for women.

183. Appendix VI indicates the ages adopted for the purpose of state
pension schemes in some other countries. It is not entirely satisfactory to
compare these with the ages adopted under the National Insurance Scheme
because of variations in population structure, tradition and the types of
scheme involved. This country, for instance, is alone in having a retirement
condition, although the United States operates an earnings rule and France
provides increased pensions if retirement is deferred. In most countries there
is a fixed age at which pension is payable, although it may be adjusted subse-
quently on account of means or earnings. In many countries the age adopted
for this purpose is 65 ; this is the case in the United States, New Zealand, the
Netherlands, Switzerland, Belgium, Australia and Denmark. In the latter
two countries there is a lower age for women. The pension age for both
sexes is, however, 67 in Sweden and 70 in Norway and Canada. In France
pension may be claimed at 60, but unless retirement is deferred beyond that
age or a breakdown in health prevents such deferment the pension is at a
low rate.

48



184. In discussing the minimum age for retirement from work which
would be reasonably applicable to the generality of cases, it is obviously
important to seck guidance from medical evidence. The medical evidence
we have had is that no definition of old age can be given which can be uni-
versally applied. The state of old age can perhaps best be described as that
in which the physical and mental capacity for adult life becomes so reduced
that there is a definite limitation of human activity. The point at which
old age begins in this sense varies from individual to individual. To the
extent that old age entails dependence on others for services previously self-
supplied, old age first becomes a major contributory factor in the period from
70 to 75 years of age. This is true of both men and women. There is a
regrettable lack of precise evidence as to the physical capacity of women
between 60 and 65 and men between 65 and 70 to continue at their own trade,
especially where this involves heavy labour in difficult conditions. But it
is not unreasonable to conclude that with most men and women the age of
70 can be regarded as the point after which, in the majority of cases, the
ageing process may become marked and serious in its effects. Many indi-
viduals are found who are able to continue active and regular work well
over this age. There are others able and willing to work if a change to some
less active employment is possible.

185. In this connection it is pertinent to enquire into the extent to which
retirement does not, in fact, take place until after the minimum pension age.
Over 1 million men and women above the present minimum pension ages are
still at work. The Report of an Enquiry into the Reasons given for Retiring
or Continuing at Work* indicates that of the men interviewed 6 out of every
10 reaching age 65 stayed on at work. The extent to which increments to
pensions are earned by continuance at work provides further evidence. Such
increments have been earned by about one-half the men at present coming
forward for retirement pensions at the various ages between 65 and 70, and
by about one-third of the women claiming pensions between 60 and 65. Even
including those who did not earn increments at all—many of these being
persons in poor health—the average period of deferment exceeded one year
and for men was nearly 18 months.

186. The medical evidence and the numbers of people who do in fact
work until ages well after the present minimum pension ages indicate that
over a wide field these do not by any means represent the limit of the working
life. Nor can it be doubted that with the present pension ages many people
receive pensions some time before reaching old age in the physical sense.
The margin of premature retirements is probably influenced by the fact that
the national pension may be claimed at 65 and 60 ; other factors may include
occupational pensions and the retirement practices of industry. Whatever
the reasons, in total such retiremenis represent a loss of able hands to the
economy.

187. If the minimum pension ages were raised there would be a reduction
in the number of pensioners and, consequently, in the amount paid in pen-
sions. The financial saving would be substantial but it is important not to
entertain exaggerated expectations with regard to the net financial effect.
During the interval before reaching the new pension ages, unemployment
benefit and sickness benefit would be payable, and since the unemployment
and sickness experience of this age-group would certainly be higher than
the average, these benefits would more than counter-balance the contributions
paid during that interval by the old people. Moreover, there would, on

* Report of an Enquiry by the Ministry of Pensions and National Insurance, 1954,
Paragraph 121.

49



balance, be some reduction in total receipts from contributions, if the con-
tributions were reassessed as presumably they would be, to take account of
changes in the age limit. As an illustration of the scale of financial saving
that might be expected, the following example may be given. If the mini-
mum pension age were raised now to 68 for men and 63 for women there
would be a gross annual saving in expenditure on retirement pensions rising
to about £125 million by 1979-80. The net saving that would be achievad
is estimated to be about £50 million, or roughly one-seventh of the deficit
in that year. In addition, if more people stay in employment there would
probably be some gain from increased production and increased revenue
from taxes payable on earnings.

188. An increase in the minimum pension ages, therefore, while it would
not solve the financial problem, would make a substantial contribution
towards doing so. If pension ages were raised, hardship would result unless
certain other measures were taken at the same time. In the first place it
would not be tolerable for the invalid or the man who cannot find work—and
can now take pension at 65—to be left without cover after that age because
a higher pension age had been fixed in the light of a higher average
limit of working capacity.  Sickness and unemployment benefit would,
therefore, have to be available for such people at standard rates, subject
to the normal contribution conditions for those benefits. Sickness benefit
is already available without limit of time, but it would be necessary to
remove or adjust the limit on the payment of unemployment benefit, once
the ages of 65 and 60 in the case of women, had been reached. Raising the
pension ages would accentuate the problems which already exist of demar-
cation for the purposes of sickness and unemployment benefit where older
workers who are in poor health cannot find employment. Hardship would
also be caused to those at present approaching pension age if the pension
ages were raised without adequate notice. Some people will already have
made arrangements for retirement or there may be age limits in connec-
tion with their employment whose meodification will require further
consideration.

189. We have noted a number of indications that the desirability of
encouraging and facilitating the voluntary postponement of retirement is being
increasingly recognised in the public services, in the universities, and, to
some extent, though as yet to a lesser extent than we should like to see, in
those sections of industry and commerce which operate a fixed retiring age.
The practical difficulties which still have to be overcome are fully and clearly
explained in the Report of the National Advisory Committee on the Employ-
ment of Older Men and Women.* It is of the greatest importance that
solutions for these difficulties should be found, and applied with general
acceptance, and we have no doubt that the methods suggested by the Com-
mittee for attaining this object are the right ones.

190. But postponement of retirement while retaining the present mini-
mum pension ages, important though it is, is only a first step. In our
opinion it will not do all that is necessary to meet the needs of the situation
as it will develop in the future: in particular, under the system of incre-
ments to pension for postponing retirement, the reduction in the annual
amount that would otherwise be paid in pensions will be small.

191. In these circumstances, and after reviewing all the evidence avail-
able to us, we have reached the conclusion that some increase in the
minimum pension ages is necessary, and that positive action ought to be
taken immediately to set matters in train for a future change. To avoid

* First Report, Cmd. 8963, 1933,
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hardship a substantial interval of some years must be allowed before an
increase in the minimum pension ages can come into force ; but just because
of the need for long notice before a decision can become effective
an early decision is the more necessary. We are fully conscious that any
such proposal is likely to meet with strenuous and sincere opposition. But
financial facts must be faced. We accordingly recommend that statutory
grovisic-u should be made now for raising the minimum pension ages for
oth men and women by one year after an interval of not less than five
years. The minimum pension ages should ultimately be 68 for men and
63 for women and these levels might be reached by further increases of
one year at a time at appropriate intervals. The pension payable on reaching
the new minimum pension ages should be at the standard rate theretofore paid
at ages 65 and 60. We do not propose any change in the existing provision
whereby retirement pension is payable at age 70 (65 for women) whether
or not the claimant has retired from work ; it will follow, therefore, that
the period during which increments can be earned will be reduced. Con-
currently with these changes the right to unemployment benefit and sickness
benefit should be secured on the lines indicated in paragraph 188.

192, So far we have considered pension ages in the context of the existing
differential of five years between men and women established by the 1940
Act. When men reached the pension age of 65 their wives were, on the
average, four years younger and the change enabled the wife to qualify for
pension at the same time as her husband in most cases. The 1946 Act
provides for an allowance for a dependent wife of a pensioner even though
she is under 60 and, therefore, one of the original justifications for the
different'al has disappeared. The evidence is that women live longer and it
would appear that from a physiological point of view the minimum pension
age of 60 for women is probably too low. There is also the view, based
on sex equality, that the pension ages for the two sexes shou.d be the same.

193. On the other hand we are bound to recognize that women do in
practice retire sooner than men. This is no doubt due in part to the lower
minimum pension age for women and there may also be reasons of health.*
Working women, especially single women, who have to run their homes
unaided owtside working hours, may wish (o retire as soon as possible. The
policy of employers also tends towards the earlier retirement of women
than men. In our opinion, restoration of parity between pension ages for
the two sexes might well be justified despite these considerations if it were
likely to achieve any considerable saving, and if it were not the case that
substantially the increase in the pension age would apply only to single
women. An increase of pension is payable to all men pensioners for their
dependent wives and this increase, which is at the same rate as the married
woman's rate of pension on her husband’s insurance, would still be payable
in respect of married women who did not work between the ages of 60 and
whatever higher age is fixed. The net savings involved would be relatively
small—about £20 million—and would be at the expense of married women
who had kept up their own insurance, and spinsters. On the whole,
we have reached the conclusion that present conditions are not such as to
justify our recommending the removal of the differential.

The Retirement Condition and the Earnings Rule

194, Under the present National Insurance Scheme pensions are con-
ditional on retirement after reaching the minimum pension age. The retire-
ment condition does not apply to men over 70 and women over 65. More-
over, a limit is set to the amount that a pensioner may earn during the

* See Report of an Enquiry by the Ministry of Pensions and National Insurance, 1954,
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period up to ages 70 or 65 without the pension being affected. An earnings
rule of this kind is a necessary complement to the retirement condition.

195. None of the witnesses advocated abolition of the retirement condition
but a number suggested an increase in the earnings limit. Obviously if
the latter were raised sufficiently the effect would be equivalent to the
removal of the retirement condition.

196. The abolition of the earnings rule and the retirement condition would
mean altering the whole basis of the existing Scheme, and there would no
longer be any justification for the increments which are at present paid if
retirement is deferred. A flat rate of pension payable from a stated age would
simplify the administration of the National Insurance Scheme. The earnings
rule, with any misunderstandings and evasions to which it may give rise, would
disappear, and there might be some gain to production from part-time work,
though this cannot easily be measured. Such a change would facilitate
gradual retirement from full-time work by permitting people who no longer
felt able to continue in @a regular job to take up part-time work. If at
the same time the right to earn increments were also abolished, most of
the increased expenditure due to the payment of all pensions from the
minimum pension ages onwards would in the long run be made good.

197. The charge on the Fund, however, would be immediate whereas the
full saving on increments would not accrue for many years. Over 1 million
pensioners (i.e., all those under 70 or 65) are liable to have their pensions
adjusted if their earnings exceed the prescribed figure of 40s., but of
these only about five per cent. actually have their pensions reduced because
of earnings in any one week. On the other hand, over half a million
persons over minimum pension age have not retired at all. Most of these
are working regularly and are earning increments. If pensions were paid
from the minimum pension ages to all persons, whether they had retired
or not, there would be a net additional cost t0 the Fund, which would be
£55 million in 1955-56 and would decline to about £20 million in 1979-80.

198. Such a change would constitute a drastic simplification of the National
Insurance pension arrangements and it would be possible to associate it
with an increase in the age at which pensions could be taken. Alternatively,
a higher rate of pension could be paid at some later age like 70. while
providing a more modest rate of pension from the present minimum ages.

In this connection we note the view of the National Advisory Committee
on the Employment of Older Men and Women in their First Report,* that

“ Employers will respond more readily to encouragement to retain
in their employment older workers whom they know, than to engage
others; and many workers could continue to give good service in
their existing jobs but would find it difficult to obtain or undertake
new work.”

But under any such arrangement pensions would be paid to people who
were in regular full-time work, and would, in effect, supplement wages.
There are grounds for thinking it would be feared that wages might in
certain cases be adjusted to take account of the fact that a pension was
being received. Such a development would be thoroughly undesirable even
if, as we suppose, it were attempted by only a few employers. Much of
the part-time work which pensioners might be expected to undertake might
be at the expense of full-time work in which they might otherwise have
remained.

199. For these reasons we do not recommend any change in the present
rule according to which the receipt of pension up to the age of 70 or 65 is

* Cmd. 8963, 1953, Paragraph 65.
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conditional on retirement. It follows in our view that the pension up to
this age should be subject to an earnings rule. The present limit of 40s.
is based on an assessment of the amount of employment that may reasonably
be disregarded in deciding whether or not a person has really retired from
regular work. The rule would clearly be ineffective if the pension, together
with the amount that could be earned without affecting it, approached the
amount which could be earned by regular full-time work. The difference
between the earnings commanded by men and by women might be con-
sidered to justify some differentiation in respect of the earnings limit as
between the two sexes, but on the whole we think that the same limit
should apply in all cases. We have not considered the detailed questions
arising out of the present arrangements, such as the way in which earnings
are calculated for the purpose of the earnings rule. It has, for instance,
been represented to us that pensioners would more readily undertake some
kinds of seasonal work if earnings were averaged over a longer period
instead of being taken into account week by week. This is the type of
question which could appropriately be considered by the National Insurance
Advisory Committee if it were thought necessary to refer it to them.

Increments

200. When the Beveridge Report suggested increments as a feature of
the retirement pension proposals, it recommended that they should be at
such a rate as would give the individual some, but not all, of the saving
resulting through his postponement of retirement. This remains broadly true
of the present rates. It has been represented to us that increments should be
based on the principle of exact actuarial equity, but we see strong grounds
for not introducing this principle into the Scheme. It could hardly make
any alteration in the present pattern of retirements and it would involve
elaborate variation of increments, not only from age to age, but also between
men and women, between single and married women, and in the case of
married couples, according to the relative ages of husband and wife.

201. Indeed, there is something to be said in favour of abolishing these
increments altogether. Their object is commonly thought to be to give
insured persons an incentive to remain at work rather than retire on pension,
but it is clear from the evidence that they have little effect of this kind.*
The main consideration which influences the decision of those who are
able to continue in work, and have the opportunity to do so, is the fact
that retirement from work almost always means a substantial loss of income.
Many people are happier at work. A reluctance to make a complete break
with the habits of a lifetime also has its share. A small prospective increase
in the pension later on, though welcome when it comes, can seldom affect the
decision. We have also received some evidence seeking to establish on
grounds of abstract principle that a system of increments to the present
pension rate does not properly find a place in the national scheme. We
appreciate the force of these considerations, at least as a reason for not in-
creasing the present rates of increment, and think they might well have pro-
vided grounds for not instituting a system of increments at all. The case is
different, however, when it is a question of abolishing them. They may
have little effect as an incentive to postpone retirement but they are a well-
known feature of the National Insurance Scheme and if they were removed
or materially reduced we should expect the public reaction to this change
to be seriously unfavourable to the success of the steps now being taken to
facilitate and promote voluntary postponement of retirement: in our opinion,

* Report of an Enquiry by the Ministry of Pensions and National Insurance, 1954.
Paragraph 122,
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this would be too high a price to pay for any financial saving that might
otherwise be secured.

202. We recommend, therefore, that the system of increments to pension
should be continued, but that there should be no alteration in the present
rates of increment consequential on any future change in the rate of pension.

Level of Pension

203. It would, we consider, be outside our terms of reference to attempt
to suggest any particular figure for the level of pension. It is necessary,
however, that we should express our views upon the main considerations to
be taken into account in fixing this level, since the rate of pension is
obviously the principal element in both the present and future cost of
pensions.

204. The Beveridge Report* proposed that “ Social Insurance should aim
at guaranteeing the minimum income needed for subsistence™. The
“ subsistence rates” of benefit for adults of working age suggested in the
Report were arrived at by taking a minimum requirement for food, clothing,
fuel, light and sundries, costing them at 1938 prices and adding 25 per cent.—
the estimated rise in the cost of living after the war. To this was added
a fixed average figure for rent. When considering the appropriate rate for
retired persons it was contended that, on sirict subsistence arguments, a rate
of pension below the rate of working age benefit could be justified. As 1t
was desirable to secure for the aged something more than bare subsistence,
and to avoid the inconvenience of stepping down from benefit to pension
on reaching a particular birthday, the Report recommended that the ultimate
pension rate should be the same as the rates proposed for unemployment
and sickness benefit. The Report recognized that the problem of provision
for old age was a particularly difficult one, owing to the number of persons
involved, and pointed out that the existing generation of old and middle-
aged people had not contributed for anything approaching a subsistence
pension in the past. Many of them had, for this very reason, made other
provision. The Report, therefore, proposed that pensions should not be
at a full subsistence level in the first instance but should rise to it gradually
over a period of twenty years. National assistance would be available during
this transitional period for those old people whose resources were inadequate.

205. The Coalition Government, when announcing their social insurance
proposals in 1944,1 rejected subsistence as a basis for benefit rates. In their
view, the definite linking of benefit to subsistence rates would involve frequent
variation in accordance with the cost of living ; but the more important
objection to subsistence benefits was that social insurance must deal in
averages of need and requirement. It was considered that the conception of
relating individual payments precisely to individual needs, was not capable
of realisation in an insurance scheme—particularly where all classes of the
community were covered. It was therefore proposed 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 the contributors can properly be asked to bear.,” National
assistance would remain in reserve to fill the inevitable gaps left by insurance.
and to supplement it where individual needs made this necessary.

206. The National Insurance Act, 1946, did not relate benefits to sub-
sistence as it was considered impossible to have a general level which

® Social Insurance and Allied Services. Repert by 5ir William Beveridge. Cmd. 6404,
1942,
t ** Social Insurance Part I . Cmd. 6550, 1944.
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excluded some kind of supplementation. The rates were fixed at figures
which were justified broadly in relation to the current cost of living, and
when introducing the Bill the Minister of National Insurance stated that the
Government had endeavoured “. . . to give a broad subsistence basis to
the leading rates within the framework of a contributory insurance scheme ”.*
Provision was made for the quinquennial review of the rates and amounts
of benefit by the Minister :

~ “. .. in relation to the circumstances at the time, of insured persons
in Great Britain including, in particular, the expenditure which is
necessary for the preservation of health and working capacity ; and to
any changes in these circumstances since the rates . . . were laid
down . . . and to the likelihood of future changes ™.

207. When the National Insurance Scheme had been in full operation for
two years, the growing numbers of the elderly as well as the number of
pensioners applying for National Assistance, were considered to justify certain
interim changes. The National Insurance Act, 1951, provided for an increase
in retirement pension for all persons over minimum pension age on
st October, 1951, and subsequently for all pensioners on reaching the age
of 70 (65 for a woman). At the same time the increments for deferred
retirement were raised. While the increased rate was related to the increased
cost of living, the changes as a whole were intended to encourage people
to continue in work as long as possible.

208. The Family Allowances and National Insurance Act, 1952, raised
the standard rates of unemployment and sickness benefit and of the retirement
pension that could be claimed at the minimum ages of 65 or 60 to their
present levels. These further increases in the rates were justified by reference
to changes in the cost of living and. in particular, to the increases attr.butable
to the reduction of food subsidies.

209. The Beveridge Report, in proposing parity of the main rates of
benefit did so on grounds of convenience, with a reservation that on
subsistence principles a lower rate could be justified for the retirement
pension. The Coalition Government proposed in 1944 a lower rate for
pension than for sickness and unemployment benefit. The 1946 Act pro-
vided a uniform standard rate for all these benefits, but the 1951 Act gave
existing pensioners and future pensioners over 70 (65 for women) a higher
standard rate than those which were retained for sickness and unemployment
benefit. Parity was restored by the 1952 Act. It can be argued that
sickness and unemployment, being largely unforseeable, may find a person
without reserves, whereas provision for old age can be made in advance.
On the other hand, the retired man has to meet the replacement of house-
hold goods and clothing as well as current consumption out of his resources,
whereas sickness and unemployment generally mean only temporary inter-
ruption of earning power. These arguments are evenly balanced although
the situation might be very different if there had been serious long-term
unemployment since the Scheme came into operation.

210. Tt is apparent from the evidence we have received that the view
is widely held that the minimum standard rate of pension ought by itself
to provide “ subsistence ”. People’s needs vary, however, whercas under the
National Insurance Scheme there is a flat rate of benefit. Rents alone,
among many other variable factors which might or might not be regarded
as essential for subsistence, vary considerably from 5s. or less to 33s. or
more a week, and cases where rents are higher than average or there are

* Mr. James Griffiths, Minister of National Insurance. Speech on the Secend Reading
of the National Insurance Bill, 6th February, 1946. (Hansard, Vol. 418, Col. 1741.)
+ Wational Insurance Act, 1946, Section 40,
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other special requirements, must be met by supplementation if there are no
other resources. Moreover, as the Scheme is universal, a “ subsistence ™ mate
of benefit designed to meet the needs of those without other resources, would
also be paid to persons who have been able to provide for their own old
age by way of personal savings or through superannuation schemes, most of
which have already been assisted through tax reliefs. The National Insurance
Scheme itself contains provisions which enable persons to earn higher
pensions ; as retirement is deferred by more than one-half of those reaching
minimum pension age, the average pension in payment now appreciably
exceeds the minimum standard rate of 32s. 6d. and will rise as more people
working to the older ages have the opportunity to qualify for increments.

211. From the pensioners’ point of view prices, particularly those of
essential items such as food, are of the greatest importance. In considering
the appropriate level of pension, therefore, current trends in the cost of living
should be taken into account; these should include not only the price
level at a particular time but the likelihood of future changes whether
favourable or unfavourable. It must also be recognized that quite apart
from price levels the concept of what constitutes decent and tolerable
subsistence changes—generally upwards—with time. The National Insurance
Act, 1946, provides for a review of benefit levels at appropriate intervals.
Any attempt to establish an absolute relationship between * subsistence ™ and
pension level might well lead to too frequent changes in the rate of benefit
{and contribution) and would be unsatisfactory to all concerned.

212. A contributory scheme cannot, in our view, be expected to provide
a rate of benefit which would enable everybody, whatever their circumstances,
to live without other resources either of their own providing or by way of
national assistance. Even if a * subsistence” rate of pension could be
related to some average of need and requirement, a large increase in pension
would be required to make any substantial reduction in the number of
pensioners at present receiving supplementation. As so much of the cost of
national pensions has to be met from general taxation an attempt to provide
a subsistence rate for all without regard to need would appear to be an
extravagant use of the community’s resources. Indeed, where only limited
resources are available it is argued by some that the emphasis should be
upon improvements in assistance scales—which would benefit those, by
definition, most in need—rather than on improvement in the rates of insurance
benefits.

213. We wish to stress that a changed attitude on the part of the public
to the whole problem of national assistance is needed. In the minds of many
it appears to be simply the successor of former systems of poor relief. In
the welfare state as we know it today, * national assistance”™ subject to a
needs test is available for many purposes, though often under a different
name. For instance, the value of a state scholarship is related to the parents’
income and the scholarship, though paid by the Ministry of Education, is
really a form of national assistance. Legal aid is also given after a test of
needs. The global sum of money available for all forms of state expenditure,
including the social services, is limited. If pensions beyond a certain level
are provided to all irrespective of need it must inevitably mean a reduction
in expenditure elsewhere.

214. It would be impracticable to operate a pension rate which would
make national assistance unnecessary. We consider, however, that the pro-
portion of people drawing national assistance at any given time offers a
useful guide to the extent to which the national pension rate is failing to
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attain its limited objective of a reasonable basis of provision for old age
involving supplementation in only a moderate percentage of cases. The
relationship between National Insurance retirement pension and assistance
scales thas changed since 1946, and the effect of this, together with the
“ attraction ” which always takes place when the scales are increased, has no
doubt affected the numbers of retirement pensioners seeking supplementation.

TABLE XVI

NATIONAL ASSISTANCE GRANTS IN SUPPLEMENTATION OF RETIREMENT PENSIONS

MNumber of Grants
in Supplementation of
retirement pensions®

Annual percentage
rate of increase

October, 1946 460,000 ==
December, 1949 .. 558,000 7-1 (average
for 3 years)
== 1950 678,000 21-5
i 1951 ... T67,000 13-0
“ 1952 856,000 11-7
o 1953 ... 938,000 9-6

* A grant may cover the needs of more than one pensioner—e.g., a married couple—and
taking this into account the number of pensioners covered by supplementation is therefore
approximately 20 per cent. higher than the figures given in this column.

In November, 1953, grants covering approximately 1,100,000 retirement pen-
sioners, or slightly over 25 per cent. of the total number, were in payment.
As the Table shows, the rate of increase in the number of applicants is
diminishing. Some witnesses have told us, however, that there are still some
Gllfi 1-];?0;}1& who do not apply for assistance despite the fact that they may be
eligible.

215. On the whole, the conclusion we have reached is that there cannot
be any stereotyped formula for fixing the level of benefit and changes should
not be made except at infrequent intervals and unless there are compelling
reasons ; when they are made their nature and amount should be decided
on a balance of a number of considerations, in particular the following:—

(1) The change in the cost of living, due regard being had to the circum-
stances giving rise to it and the likelihood of its continuance ;

(2) the extent to which pensioners have recourse to national assistance,
this being broadly indicative of the relation between the pension
rate and the cost of subsistence ;

(3) the amount of the additional contribution required by an increase

in pension rates and of the increase in the future charge on the
Exchequer.
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SECTION V
OCCUPATIONAL PENSION SCHEMES

216. In the previous Section we have examined the retirement pensions
payable under the National Insurance Scheme, which are the basic provision
for old age. Groups or individuals can and do make further provision by
way of personal savings, insurance policies, or through occupational pension
schemes. Pensions related to former employment are playing an increasingly
important part in the provision for old age. Many salaried workers, both
in the public services and in private industry, have long had the benefit of
such schemes. In addition a number of firms provide pensions on an
ex-gratia basis. Since the war there has been an increasing movement
in industry towards pension schemes for manual workers, reflecting the
general belief that the standard of living in retirament should be more closely
related to that enjoyed during working life.

The function of occupational pension schemes

217. The principal, although not the sole. aim of an occupational pension
scheme is to provide for employees in their years of retirement. A pension
scheme enables an employer to make provision in advance for his responsi-
bilities towards his ageing employees, particularly those who have given
long service. It gives him greater freedom in retiring those employees who
are no longer regarded as efficient as a result of increasing age or ill health.
Moreover, in the conditions of full employment which have been experienced
during and since the war, a pension scheme may help to attract and retain
employees who might not otherwise be able to make adequate provision
for their own old age. Pension schemes are widely regarded by both sides
of industry as a desirable feature of employment conditions.

Development of occupational pension schemes

218. We found at the outset that there were few up-to-date statistics in
existence with regard to occupational pension schemes and that a special
enquiry such as that carried out by the Ministry of Labour in 1936 could
not be completed in time to be of use to us. We are, therefore, much indebted
to the Institute of Actuaries and the Faculty of Actuaries in Scotland and
their members who conducted an enquiry for us, the results of which are
given in Appendix V.

TapLE XVII
STATISTICS RELATING TO OccUPATIONAL PENSION SCHEMES

Note: The dates to which these figures relate are:—
e }gener.llly 1953 and 1954,
Internally Administered Schemes @ various dates during
Other Industries the past 5 or 6 years.
Life Office Schemes : end 1953, E Million

| Other Industries

|
Public | Mationalised |
Services | Industries | Internally | Life Totals
| Administered | Office
Schemes | Schemes

——m . —— R i e m o ol s - . — e e c— -

Pensions per annum in course

of payment 101 ' 11 27 5 144
Contributions and premiums
payable by: | | '
members el 30 14 - 17 L g 71
employers .. = 41 - 25 63 |
Accumulated Funds 237 261 730 | 450 1,678

* This fizure is tentative only, as no information for an estimate is available.
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TapLE XVII—(continued)
STATISTICS RELATING TO QCCUPATIONAL Pension ScHeMEs—{(continued)
Thousands

' Other Industries
Public |NMationalised|™ — 1 |
Services | Industries | [nternally I Life | Totals

Administered | Office |
Schemes Schemes

— e e e e e e L Taa s

Pemcioners ... .. .. 600 | 00 | 150 50* S00
Members ... B - 1,500 | 1,400 1,700 7,100
Total number of the occupied population we 23,300

* This figure is tent :tive only, as no information for an est'm.te is available.

219. Some 3 million people in this country are covered by superannuation
schemes in the public service and it seems probable that the corresponding
number in industry and commerce generally now exceeds 5 million. OF the
total not more than 1 million are currently drawing pensions ; most of these
are public service pensioners, as superannuation schemes have been in
operation in the public services for some time., The remaining 7 million,
representing about one-third of the population contributing under the National

Insurance Scheme, are currently acquiring rights under some form of pension
scheme.

220. In 1936, when the Ministry of Labour carried out an official enquiry,
there were estimated to be about 14 million workers in industry and commerce
who were covered by superannuation schemes. This figure has been trebled
in less than 20 years. It is difficult to estimate the present rate at which the
number of persons covered by superanuation schemes is growing, but the
indications are that there is continuing expansion in this field,

The Public Services

221. The Civil Service Superannuation Scheme is non-contributory. There
is no superannuation fund, the sums needed to meet the cost of benefits falling
due being voted annually by Parliament. Only established civil scrvants are
pensionable. ‘The amount of pension depends on length of service and salary
reached at or near the end of service. The level of benefit (including a lump
sum) approximates after 40 years service to the equivalent of two-thirds of
the salary reached. The minimum retiring age is 60 but employment may
be continued indefinitely after that age by agreement between the Department
and the officer, and additional pension rights may be earned.

222. The superannuation schemes for teachers and National Health Service
employees are contributory. Teachers and their employers each pay con-
tributions equal to 5 per cent, of the teacher’s salary and the employer's
contribution is, as regards maintained schools, recognised for grant by the
Education Departments. The contributions are taken in aid of the Depart-
ment's Vote each year and the superannuation benefits are charged against that
Vote as they fall due. There is no superannuation fund but the Acts require
that a statutory account should be kept as for a fund and that there should be
an actuarial inquiry every seven years to determine the sufficiency or otherwise
of the contributions required to meet the benefits payable. The National Health
Service Superannuation Scheme is on a similar basis, but the contributions
payable are 6 per cent. from salaried employees and 5 per cent. for manual
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workers, with employer’s contributions of 8 per cent., and 6 per cent. respec-
tively. The employer’s contribution is met by the Exchequer. Benefits under
both schemes are broadly similar to those applying in the Civil Service.

223. Local Government superannuation schemes are contributory and must
be funded. Separate funds are maintained by Local Authorities to take the
contributions of 5 per cent. of wages from employer and employee in the
case of manual workers ; in the case of salaried staff, the contributions from
employer and employee is, with certain exceptions, 6 per cent. The emp_lc_ly-
ing authority is wholly responsible for liquidating any back-service liability
by sinking fund payments over a period of not more than 40 years and
for making good any deficiency revealed on valuation. The level of benefit
depends on length of service and salary at or near retirement, and the benefits
are comparable to those of the Civil Service Scheme. The Local Government
Superannuation Act, 1953, facilitates employment beyond the normal retiring
age of 65 and additional pension rights can be earned up to the age of 70.

224. There are certain public service pension schemes, such as those for
policemen, firemen and the armed forces, which are not intended to provide
solely for old age. Retirement from these occupations often does not
imply more than a change of job.

Nationalised and Private Indusiry

225. The pensions provided under superannuation schemes in this sphere,
whether financed privately or through a Life Office, are, as in the public
services often related to length of service and to the level of pay. Thus.
the pension may be based on the average salary during the whole of service
or, particularly in the case of salaried staff, the average salary during the
last few years of service. The maximum pension may be up to two-thirds of
final salary or its equivalent in terms of pension and lump sum. In other
schemes, particularly those applicable to manual workers, benefits take the
form of a specific amount of pension for each year of service or a flat
rate pension not related to length of service. Benefits proportionate to service
on premature retirement due to breakdown in health may also be provided,
and in recent years it has become increasingly common to make provision for
widows in connection with superannuation schemes.

226. The financial provisions of pension schemes vary considerably. In
the schemes operated by the nationalised industries, which are subject to the
approval of the Minister concerned, the management of the scheme may be
retained in the hands of the employing corporation or an independent fund
may be set up under the control of trustees. The Mineworkers Pension
Scheme, for instance, is financed by joint contributions which are paid into
a fund under the control of trustees. We understand that the payment of
benefits under the contributory pension scheme for the wages grades employees
of the British Transport Commission is a direct obligation of the Commis-
sion ; there i1s no separate fund under the control of trustees, but due
provision 15 to be made year by year for the pension liabilities incurred in
respect of the current year's working.

227. The schemes in private industry and commerce are frequently managed
under Trust Deeds and they may be internally administered ; alternatively,
the scheme may be effected through an assurance company by means of life
assurance policies or deferred annuity contracts.  This distinction is not
necessarily hard and fast as schemes which are internally administered in
form may be wholly or partly reassured with Life Offices.

228. Internally administered schemes. The usual form of internally adminis-
tered scheme involves the payment of contributions by both employer and
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employees and the setting up of an independent fund to which these contri-
butions are carried and from which benefits are paid, the balance being
suitably invested. The proportion of the contributions borne by employees
varies widely, though it is unusual for the employee to pay more than half
the annual contribution. The employer may also make payments necessary
to extinguish any deficiency which may be revealed at a periodical valuation.

229. Life Office schemes. In this type of arrangement there are specific
contracts under which the contributions of the employer and the employee
are applied to the purchase of endowment assurances or deferred annuities
of a given amount at a given age. Within this formula many variations
are possible—for instance, the employer’s contributions may be applied to
purchasing endowment assurances and the employee’s to the purchase of
deferred annuities. As the premiums have to be fixed in relation to a
given pension level, additional provision is required if it is desired to provide
a higher rate of pension when salary is increased.

230. The tax posirion. The legislation governing the taxation of super-
annuation contributions and benefits is extremely complex, having grown
up with the development of the schemes themselves. Broadly speaking,
however, there are four ways in which tax reliefs apply, depending on the
type of scheme concerned.

(1) An endowment assurance policy providing a lump sum on death
or attainment of a stated age is taken out by the employer for
the employee. The employee’s contribution ranks for relief as
if it were a premium on an ordinary life assurance policy (i.e., the
maximum rate of relief is roughly 3s. 6d. in the £, assuming
payment of income tax at the present standard rate); and the
employer’s contribution is relieved of tax in full as a working
expense. Premiums returned to an employee (e.g., on leaving
employment) are not subject to tax, but refunds to an employer are
treated as trading receipts for tax purposes. In most cases it is
an Inland Revenue requirement that at least three-quarters of the
lump sum on retirement should be used to purchase an annuity.
Such an annuity is taxable as earned income, but if an annuity is
purchased voluntarily with a lump sum not subject to this require-
ment, that annuity is taxable as unearned income.

(2) Under the second type of arrangement, which like the first applies
to Life Office schemes, the employer and employee collaborate with
one another to provide, through an insurance company, a deferred
annuity for the employee on retirement. If the scheme is recognised
by the Commissioners of Inland Revenue as a bona fide pension
scheme the shares of the two contributing parties are relieved of
tax to the same extent as in the preceding example. Equally,
premiums returned to an employee are not taxable and premiums
returned to an employer are treated as trading receipts. The
annuity itself will be treated as earned income, but up to one-quarter
of it may be commuted for a lump sum which is not taxable.

(3) Where pensions are provided by means of an internal trust fund—
an “internally administered scheme "—to which both parties con-
tribute, and this fund is *“ approved” by the Commissioners of
Inland Revenue under the Income Tax Acts, the contributions of
both sides rank as expenses and are entirely exempt from taxation.
The investment income of such a fund is also immune from tax,
The resulting annuities are taxed as earned income. The main
conditions for the approval carrying these valuable concessions are
that the Commissioners should be satisfied : (a) that the sole purpose
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of the fund is the provision of non-commutable annuities for
members at a stated age or earlier incapacity, or for widows and
dependants ; (b) that the pensions are reasonable in amount having
regard to remuneration and length of service. When contributions
are refunded to an employee, the fund is required to pay tax at
a quarter of the standard rate on the amount refunded. It may,
but is not required to, deduct an equivalent amount from the
refund. Refunds to employers are subject to tax at the standard
rate. There are provisions for the partial approval of a fund that
provides other benefits besides annuities.

(4) Similarly, an employee’s compulsory contributions to a superannua-
tion scheme set up by a public general Act of Parliament to provide
him with benefits on retirement or death are exempt from tax.
This applies to many of the schemes for the public services. Some
public service schemes are operated through approved funds and
then, even when they are not set up under public general Acts, the
reliefs described in (3) above apply.

Any estimate of the current cost of these tax reliefs is necessarily speculative
as it must take into account not only the relief on the total contributions paid
and the investment income of the funds, but also the tax yield from pensions
now in payment. However, it is thought that at present the annual sacrifice
of revenue involved may be of the order of £100 million.

General considerations

231. The development of superannuation schemes, which is directly
encouraged by the tax reliefs available, clearly has important implications for
the national economy. ©Occupational pension schemes enable persons to
preserve on retirement a standard which is nearer to the standard of living
they enjoyed during working life. Even where the occupational pension
is small, it will when added to the national pension, often place the pensioner
in a position where he need not apply for national assistance—although in
fact the National Assistance Board are required by statute to disregard the
first 10s. 6d. of weekly superannuation payments.

232. This might, in the long run, give substantial relief to the Exchequer.
The current cost of national assistance to old people is about £50 million
a year. This sum might be expected to grow with the increase in the number
of old people. A much larger proportion of the old, however, will, as time
passes, be in receipt of retirement pensions or of occupational pensions, and
this should both limit recourse to national assistance and exercise a steadying
influence if it should happen that old people have more difficulty in retaining
their employment.

233. The existence of such schemes in some industries inevitably leads
to pressure for the introduction of them in others. Some old-established
industries may find the cost of introducing a pension scheme prohibitive
and there are complex technical difficulties in operating pension schemes
in industries with a high labour turnover, such as building and civil engineer-
ing. Nevertheless, pension schemes have developed rapidly over the last
few years and, as already indicated, large numbers of the working popu-
lation are now covered by some form of scheme. We have considered,
therefore, whether there is a danger that the obligations undertaken by
pension schemes will, in the context of an ageing population, prove more
than the economy will be able to bear. This would undoubtedly be so if the
productivity of the country does not expand to the same extent as the
obligations that the economy will have to meet.
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234. Pension schemes promote saving in that income is sel aside
from current consumption and made avaiiblﬂ, if it is properly applied, for
capital development. This adds to the national power to produce and so.
economically as well as financially, helps to secure the income on which the
old must live. Money invesied through superannuation schemes represents
an imporntant source of new capital ; and these savings, in particular the
employees’ contributions, might not be made—or not made to the same
extent—in any other way.

235. Any estimate of the contribution made to the national savings by
superannuation schemes and private insurance policies is necessarnily subject
to a margin of error. The information collected in the special enquiry
already referred to, together with the analysis of earlier information in
* The Growth of Pension Rights ”, indicates a present annual total of about
£170 million for occupational pension schemes alone.* The increase in Life
Office funds, excluding the part relating to pension schemes, was about
£80 million in 1951, and the increase in Industrial Life funds. £40 million.§
Part of this increase, however, related to whole life insurance and did not
arise from any effort to save specifically for retirement.

236. Savings approaching or perhaps even exceeding £300 million per
annum, represent a substantial proportion of the country’s net savings which,
over the past few years, have averaged about £1,500 million. Moreover,
as has been pointed out in the valuable study already quoted:

“The saving effected through life assurance companies and pension
funds is one of the few forms of saving which is not largely hypothecated
in advance to the finance of particular forms of investment. The bulk of
this saving is invested in Stock Exchange securities (although a part is
invested in mortgages and properties), and thus directly or indirectly
becomes available to finance new dssues of capital made by existing or
new companies through the medium of the Stock Exchange.™?

237. The flow of savings into pension funds would appear to have helped
w keep down the rate of interest during the post-war period of capital
shortage, and undoubtedly helped to finance a volume of capital expenditure
larger than would otherwise have been practicable. It is, however, a flow
which is likely to diminish as pension outgo increases and the growth of
pension schemes becomes less rapid. Thus, the present generation has an
unusually favourable opportunity to add to. or improve, the capital equip-
ment at its disposal.

Funding

238. The only effective way of ensuring that assets are available to meet
commitments is by collecting contributions and paying these into a fund
or to a Life Office ; in either case the annual surplus of income over
expenditure on benefits is invested. Funding is the best safeguard against
over-commiiment and has the additional advantage of security for the money
contributed. We do not regard as a serious danger the risk that the

funds accumulated in connection with pension schemes might prove to be
too large for the economy to absorb.

% *The Growth of Pension Rights and their Impact on the National Economy ™, pp. 156-7.
On the basis of Table XVII of our Report, the excess of premiums and contributions over
pension outgo is £127 million, and taking the interest on accumulated funds as about £60
million and other expenses as between £10 and £20 million, net savings would appear to
amount to about £167 million.

t Ibid., p. 157.
§ Thid., p. 159.
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Regulation of Schemes

239. In our view the development of pension schemes is desirable,
not only on general social grounds but also because they provide pensions
largely outside the budgetary structure and that, in so far as they are funded,
they make a contribution to the future problem of meeting the cost of old
age. The extension of occupational pensions might help to limit the state
liabilities under the National Insurance Scheme since provision for a higher
st;;lndard of living in retirement will be made increasingly outside the state
scheme.

240. A substantial proportion of the cost of occupational pension schemes
is borne by the Exchequer by way of tax relief. We consider, therefore,
that it is reasonable to require that, in general, the provisions of these
schemes should not conflict with national policy. Recognition or approval
by the Commissioners of Inland Revenue for the purpose of obtaining
tax relief is now used as an instrument of fiscal policy, and we suggest that
this procedure might properly be used more widely. We accordingly propose
that certain provisions should be made a condition of approval or recognition
by the Commissioners of Inland Revenue. We are aware that the recent
Report of the Committee on the Taxation Treatment of Provisions for Retire-
ment* contains recommendations relating not only to existing and future
pension schemes, but also to individual provision for retirement. If these
recommendations are put into effect, the suggestions which we make in the
following paragraphs should, we think, be applied to them with suitable
adaptations.

Relationship with the National Insorance Scheme

241. There does not appear to be an immediate risk of superannuation
resulting in over-provision for old age. It is unlikely that excessive pensions
will be provided under superannuation schemes which are financially sound ;
the necessity of meeting the cost of pensions from contributions of employers
and employees will ensure that the pension level is not set too high. Apart
from the fact that under many schemes pensions are not yet payable,
inflation has effectively reduced the level of provision for retirement, except
in those schemes in which the pension is related to final salarv, where the
result of inflation is to throw a serious burden on the fund. ]Yf pension is
related to the average salary earned over a period of years the effect of
inflation falls almost wholly on the pensioner. Nevertheless, it is possible
that, particularly where retirement is deferred, the combined income from the
national pension and the occupational pension may approach or even equal
that earned during working life, especially when account is taken of
taxation and the expenses of working life. Many superannuation schemes
do in various ways take account of the national pension in whole or in
part for this reason. However, where the occupational scheme takes
account of the rate of national pension current at a particular time, changes
in that rate frustrate the object of the arrangement unless the opportunity
is taken to make a suitable adjustment. We consider therefore, that
superannuation schemes ought to take variations in the rate of national
pension into account so as to ensure that the combined income from both
sources does not at any time exceed a certain level. In general, this level
might be two-thirds of final salary, or its equivalent. but we recognise that
]mndiﬁcatinns may be needed in respect of workers whose final wages are
ow.

* Report of the Committee on the Taxation Treatment of Provisions for Retirement.
Cmd. 9063, 1954,
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242. Despite the growth of occupational schemes the national scheme is
likely to remain the basic provision for old age and the contribution to
that scheme will remain a prior charge on income. Superannuation arrange-
ments are by no means confined to better paid wage and salary earners,
and there may be cases in which even a comparatively small contribution
in addition to the national insurance contribution will be more than a house-
hold can afford. In our view, it is essential that when superannuation
schemes are established close attention should always be paid to the total
contributions which the persons covered can reasonably be expected to
make towards their own old age. If the proportion of weekly earnings set
aside to provide for old age is too high there will be pressure for higher
wages, and wage increases for this purpose would have an inflationary effect.

Retirement Ages

243. As the average age of the population is rising, any developments which
encourage early retirement may lead to serious consequences. Provision
enabling pension to be taken at some stated age, which is a necessary feature
of pension schemes, may encourage retirement sooner than would be the case,
and often as early as age 60 for men and 55 for women. This may be so
even if the fixed age is ostensibly the minimum pension age and arrange-
ments exist in the scheme for retirement to be deferred beyond it ; the mere
fact that an adequate income is available may lead to premature retirement.
The results of the Enquiry by the Ministry of Pensions and National Insur-
ance* strongly suggests that superannuation schemes are associated with com:
paratively early retirement, and that age limits beyond which employees are
not retained are much commoner in employments which are superannuable
than in those which are not. However, the nature of the employment is an
important factor, and the evidence provided by that Enquiry may have been
affected by the fact that approximately three out of five of the pensions from
employers were from public authorities or nationalised industries, where
normal retirement ages have tended to be low. Some details of the ages
at which pension may be taken in certain public service and privately adminis-
tered schemes are contained in Appendix V.

244. A fixed age included in pension schemes ought not to be regarded
as the age at which an individual must necessarily retire from normal full-
time employment. The National Advisory Committee on the Employment
of Older Men and Women,T in considering the obstacles to the continued
employment of older workers, has already drawn attention to this aspect
of pension schemes. In our view, the minimum pension age should not
be lower than 65 for men and 60 for women. Moreover. if the minimum
pension ages under the National Insurance Scheme were raised, we consider
that there should be a similar increase in the minimum pension ages pre-
scribed in occupational pension schemes. We suggest, therefore, that in
future tax relief should not be granted to pension schemes which permit
retirement below the ages of 65 for men and 60 for women ; and that the
rules of all schemes should be sufficiently flexible to allow the pension ages
to be varied in the event of changes in the minimum pension ages undet
the National Insurance Scheme. Some discretionary power to allow different
ages would be necessary in respect of certain occupations. We recognise
that the sanction suggested could not be applied to statutory public service
schemes but we should hope that in a matter of such importance the public
services would play their part and take steps to bring their minimum pension
ages into line with those we have recommended.

* Report of an Enquiry by the Ministry of Pensions and MNational Insurance, 1954,
+ First Report. Cmd. 8963.
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245. We are aware that many schemes provide for deferment of retire-
ment beyond the stated age by agreement between the employer and th;.
employee, and that schemes frequently provide for an increased pension if
retirement is deferred. This is now the practice in the public services. Such
positive inducements may encourage postponed retirement and it is desirable
that provision for deferred retirement should be included in pension schemes.

Mobility of Labour

246. In paragraph 120 of the First Report of the National Advisory
Committee on the Employment of Older Men and Women reference is
made to the fact that some loss of accrued pension provision ordinarily
occurs in private industry upon voluntary resignation in order to enter
another employment. In private schemes, whether financed through an
internal fund or insured through a Life Office, a withdrawing employee may
receive not more than a sum represented by his own contributions (usually
accumulated at interest and less a deduction in respect of income tax), the
value of which is much lower than the capital value of his accrued pension
rights. The loss of rights thus incurred, which may be heavy in the case of
those whose length of service is considerable, was thought by the National
Advisory Committee to restrict the mobility of labour by limiting the oppor-
tunity of workers to transfer to other employment as they become older.

247. This issue, although raised by the National Advisory Committee in
connection with the employmemnt of older persons, has wider implications.
Mobility of labour is obviously desirable if the economy is to remain flexible
and progressive. But a measure of stability in the employment field is also
desirable, and in conditions of full employment there is perhaps a tendency
towards an excessive turnover of labour rather than the reverse. An employer
can also reasonably claim that where skills have been taught at his expense
his undertaking should benefit from the training so given. Indeed, a primary
motive of employers when introducing pension schemes in the past has
undoubtedly been to encourage and reward continuity of employment with
a particular firm. Since the practice of providing superannuation cover has
been spreading rapidly there has been some change in emphasis in the
outlook of employers in relation to the need to make pension arrangements
for their staffs. As we have already indicated, about one-third of the
working population is covered for superannuation benefits and the number
continues to increase. In these circumstances, especially under conditions
of full employment, such schemes are becoming an important factor in the
recruitment of staff. There is, moreover, a growing tendency to regard pension
provision as “deferred pay™ and, as a corollary, certain measures have
been adopted to preserve an employee’s accrued pension rights if he should
elect to enter another employment. With the spread of pension schemes
and the growing acceptance of the principle of * deferred pay ”, free move-
ment from one employment to another without the penalty of a loss of
accrued pension rights may well become a commonplace. There will be
transfers to as well as away from particular employments so that transfer
values will be received which will offset transfer values paid out ; incoming
staff will have received training in their previous employment which will
compensate, at least in some measure, for the costs sustained by an employer
in the training of staff who subsequently leave his service. Whether this
is true in particular cases or not, under present-day conditions the national
interest in its widest sense requires industry to respond rapidly to changes
in demand and technological advances. The readjustment of manpower
which will be entailed ought not to be impeded by any artificial restrictions
arising out of pension arrangements. If the economy as well as the individual
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15 to benefit from the free circulation of ideas and talent, it is particularly
important that the technical and administrative staff in the higher posts
should be able to change their employment without undue difficulty. If
the position were ever reached in which virtually all employment offered
superannuation rights, there would be reluctance on the part of employees
to leave one employment for another, as well as reluctance on the part of
employers to engage older staff, who would have to be fitted into pension
schemes at late ages, unless there were adeguate means of preserving pension
rights on a change of job.

248. In our view, arrangements whereby the accrued pension rights of a
" person with substantial service may be preserved on a change of employ-

ment, including movement between the public services and private
employment, are in the general national interest and would facilitate the
employment of older persons to which the National Advisory Committee
has directed attention.

249. Where, as is usually the case, membership of a scheme is confined
to the staff of a particular employer, the preservation of accrued pension rights
can be effected in two ways. Under the first method, which is widely followed
in the public services, a * transfer value ”, representing the value of the
individual’s interest in the fund associated with the employment which he
is leaving, can be passed to the fund associated with the new employment,
and applied to purchase, so far as it will go, back service rights in that
fund. Clearly such arrangements should be on a reciprocal basis as between
one employer and another and can only be applied where the new employ-
ment has a pension scheme. There is an extensive system of reciprocal
arrangements of this type in the public services, e.g., as between the civil
service, local government services, teaching, and nationalised industries, to
provide for the transferability of pension rights. Although the provision of
transfer values is not at present common in private employment it has
tended to become more prevalent. The second method of achieving the
object in view takes the form of granting the withdrawing member the right
to the accrued pension based on his actual service, which is placed in
* cold storage ™ until he reaches the normal retiring age for his old employ-
ment, when the sion so conserved becomes payable. We understand that
this method is being increasingly employed in private industry, and it is
analogous to that adopted in the Civil Service in relation to transfers of
civil servants to particular occupations which are styled * approved employ-
ment ”. “Cold storage ™ pensions are particularly convenient in the case
of pension schemes associated with Life Offices and such schemes already
not infrequently include such a provision.

250. Qur attention has been directed to two large superannuation schemes
applicable to employees of private firms in large sections of a particular
industry or trade, namely employees of the flour milling industry and officers
in the Merchant Navy. An employee who transfers from one firm to another
in one of these schemes carries his accrued rights with him and the need
for the passage of transfer values or the provision of “ cold storage  pensions
does not arise.

251. We are advised that there are no technical difficulties in the adoption
of the “ cold storage ™ device. As regards the transfer value method, there
may sometimes be technical difficulties, though we are assured that they
should not prove insuperable. The method may well be unacceptable
to many employers in the present climate of opinion, even though they
may be disposed to adopt the “paid up” pension or “cold storage”™
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method. Transfer arrangements are common form in other countries where
occupational pension schemes are firmly established, e.g., in the United
States. In some countries, notably Canada and the Netherlands, their pro-
vision, il membership of a scheme has lasted more than a certain number
of years, is obligatory as a condition of approval for tax relief. In Canada,
for example, the employee’s prospective rights in the fund must, if relief
under the Income Tax Acts is to be secured, vest absolutely when he attains
age 50, subject to a minimum of 20 years’ service.

252. We have given much consideration to the suggestion that it should be
made a condition of approval or recognition by the Commissioners of Inland
Revenue that schemes should include provisions to ensure that if an em-
ployee who has reached a particular age, such as 40, or completed a
specific number of years, for example 20, of pensionable employment, transfers
to another employment with an approved scheme, a transfer value should
pass ; where there is no approved scheme in the new employment he should
be entitled to a * paid up ™ pension placed in * cold storage ”. We appreciate
that the question of approval for income tax purposes does not arise in
connection with the non-contributory and unfunded statutory scheme for
civil servants. Provision is already made on an extensive basis so far as
transfers within the public service field are concerned, but we presume that if
it were national policy to ensure the preservation of substantial accrued pension
rights on a change of employment, the Government would pursue a similar
policy in relation to those of its own staffs who left for, or came from, private
employment.

253. We have, with some reluctance, come to the conclusion that although
the practice of granting transfer values and particularly of granting “ paid
up ™ pensions to employees leaving an employment is spreading, the general
climate of opinion is not such that the principle of compulsion should
be applied at this time. With the continued growth of pension schemes,
however, the time may not be far distant when the idea of general trans-
ferability or the provision of “ paid up ™ pensions will come to be widely
acceptable. Such a development, by preserving accrued pension rights must
tend to mitigate the demands on the Exchequer, whether by way of reducing
the calls on national assistance or by limiting the demands that will
be made from time to time for increasing the standard rate of retirement
pension. We content ourselves, therefore, with recording our general approval
of the growing practice of adopting methods to ensure the preservation of
accrued pension rights. We hope that employers will give careful considera-
tion to the desirability of making provision on these lines, whether by way
of amendment of existing schemes or when new schemes are contemplated.

Statistics

254. As we have already indicated, the information ordinarily available
about occupational pension schemes is inadequate for the determination of
national policy. Although the information placed at our disposal has been
more comprehensive than any collected since 1936, it had to be compiled
specially for our enquiry and is not complete. The importance of these
pension schemes in the national economy is already great and is likely
to become even greater. We therefore consider that information on this
subject should be readily available, and we recommend that, for the future,
returns giving certain minimum statistics about all pension schemes provided
in connection with employment should be submitted at regular, but not
necessarily annual, intervals to some central official agency which should
be charged with the duty of collating the information obtained and publishing
summary reports.
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SECTION VI

NATIONAL ASSISTANCE AND OTHER SERVICES FOR THE OLD

255. The provision which the community makes for the old is not restricted
to national and occupational pensions. Their needs are also catered for by a
wide range of services, which include national assistance, medical attention and
hospital treatment, residential accommodation. and various kinds of domioi-
liary service. In Section I we have reviewed the present arrangements for the
provision of these services by central and local government authorities and
given an approximate estimate of their current cost. In general, these services
are available to the community as a whole, without regard to age, bu:
the extent to which they are needed and the kind of service required will
clearly be affected by the proportion of old people in the population.

256. It is apparent from the evidence submitted to us that all these services
have undergone rapid development in the last few years and many important
experiments are now in progress. Further experience of the expanded social
and geriatric services should, in a few vyears’ time, enable a far clearer
assessment to be made. In the present stage of development and experiment.
it would be unrealistic to attempt to assess their probable future cost. The
cost of the National Health Service is being considered by the Guillebaud
Committee. The evidence we have had, though indicative of the wide interest
that is being taken in the problems of caring for the old, is not sufficient to
justify making detailed recommendations.

The particular needs of the old

257. The old are no more a homogeneous group that the young or the
middle-aged. Their needs vary and provision for those needs must be
made in different ways. Some are in work while others have retired ; some
are in good health while others are, in varying degrees, incapacitated : some
live alone, others with relatives, and others again in homes and institutions.
The general pattern of need, moreover, is constantly changing. Over the
past generation there has been a trend towards earlier retirement, and
although this may now have been arrested, there is a larger proportion of
retired people among the elderly than there used to be. Some of these
are people who have given up work on grounds of health who would
formerly have been obli to wcontinue. At the same time, there arc
many of the old who enjoy better health, or who can more quickly
be cured of certain types of illness than their predecessors of similar age.
Perhaps the most striking change of all has been the increase in the number
of old people living entirely on their own : and, it may be, in great loneliness.
Special statistics prepared by the General Register Office show that in 1951
no less than 750,000 elderly women and 168,000 elderly men were living
alone. It is unfortunately impossible to obtain exactly comparable figures
for earlier years, but from the Censuses of 1911 and 1931 it would appear
that the total number of households of one person was less than 500,000 in
the first of these years and between 750,000 and 800,000 in the second. If
the proportion of elderly persons among those one-person households in 1931
is taken as being the same as in 1951, namely 60 per cent., the Census figures
imply a rise ofg about 450,000 in 20 years in the number of old people
living alone, i.e., by about 100 per cent. The repercussions of this increase
on housing requirements are obvious.

258. The counterpart of this change has been, almost certainly, a greater
isolation of the elderly from their relatives. Nevertheless, it would be
unfortunate in every way to attempt to treat the old as if they were a
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class whose problems could be considered apart from those of the
rest of the community to which they belong. The more closely the
old can be regarded as an integral part of the community, the less formidable
will be the problems to be faced as a result of their growing numbers. We
have had no evidence to show that family ties and the spirit of good neigh-
bourliness are weaker than they used to be. It would be tragic if they
were. No welfare service, however efficient or exhaustive, can take their
place. There are old people who have outlived their families and some
difficulty may be experienced in putting such lonely individuals in touch
with the appropriate services. The general practitioner will often be the
person who finds old people living without friends or relatives and who
can put them in touch with the domiciliary services they need.

259, The witnesses who have given evidence to us have been almost
unanimous that the broad general aim of social policy for the old should be
to enable them to live, independently as far as possible, in their own homes.
Cash provision by way of national and occupational pensions supplemented
by personal savings or, where necessary, national assistance, enables old
to remain in their own homes. If need for attention arises it is more easily,
and may often be more economically, supplied by the appropriate service if the
old person is at home. Expenditure on preventive measures at an early stage
may avoid heavy expense and suffering later on.

Authorities making provision for old people

260. Witnesses were agreed that considerable difficulties arose because
so many different authorities were involved in making provision for old
people, and their respective duties were not always clearly defined. For
instance, as indicated above, old people are clearly happier and are likely
to be more useful members of the community if they can remain in their
own homes. To enable them to do so may well require considerable
expenditure by the Local Authorities on the provision of domiciliary services
such as home helps, home nurses, or transport to a physiotherapy clinic.
If, on the other hand, the old persons are admitted to hospital, the
cost of maintaining them falls on central funds. We wish to emphasise that
the primary financial consideration is the effedt on the public purse as
a whole. The cost of maintenance in the hospital bed is probably greater
than the cost of providing domiciliary services; it is certainly greater if
account is taken of capital costs. We believe that the method of financing
the services needed by old people might well be considered afresh, Clearly
the closest co-operation is needed between the wvarious bodies concerned.

National Assistance and non-contributory pensions

261. The cash income for rent and other requirements provided under the
Natiomal Assistance Scheme represents the assured minimum subsistence
below which nobody in this country need fall. Such help is not conditional
on proof of destitution. Substantial amounts, both in respect of capital and
income are disregarded in assessing the resources of an applicant. These
include the complete disregard of the value of a house owned and occupied
by the applicant, and of up to £375 of war savings, and the partial
disregard of other capital up to £400. Certain items of income are also
disregarded within limits, The latest figures available (for November 1951)
indicate that, apart from house property owned and occupied by about
50,000 old people drawing assistance, the declared capital assets of old
people drawing national assistance—then numbering about 1 million—
amounted to more than £32 million. More than half this amount was
completely disregarded in assessing their resources.
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262. In setting out these figures we have in mind the view, still held in
some quarters, that national assistance is conditional on destitution. This
may have deterred some | lllzneople from seeking help for which they would be
eligible. The numbers who claimed supplementary pensions from the Assis-
tance Board in 1940—and the present system of assistance grants to retire-
ment pensioners differs little, except in name, from the system then introduced
—showed how much more readily help of this kind was accepted from a
national authority than from the locally administered Poor Law. A few
pﬁﬂpie may fail to apply for help simply through ignorance that they
are ehigible. We are assured, however, that it is the Board’s policy
to give adequate publicity to the service they provide, and we have had
no evidence to suggest that the present arrangements for national assistance
are not fully capable of playing their essential part of preventing distress
among the old by securing a basic minimum.

263. Non-contributory old age pensions are subject to a test of means.
Although the test applied differs in certain respects from that laid down
for national assistance, many old people may qualify for either form of
help, and so receive whichever is the more favourable. Statutory provision
has already been made for winding up a system which in effect duplicates
part of the field now covered by the National Assistance Scheme, and in
view of this we see no need to comment further on this form of provision.

Housing for the old

264. As it is desirable on grounds of both social happiness and finance
that the old should be encouraged to live at home as active members of
the community and look after themselves as long as possible, suitable
housing for the old is a first requirement. At present too many old people
are living alone in houses either too large for them or unsuitable in other
ways: for example, in the households covered by the Mimstry of Labour
enquiry (see paragraph 108) the average number of rooms occupied by old
people living alone was 36 and by elderly couples 4'5. While recognizing
that some old persons are reluctant to leave the homes they have known,
even though they have become a burden, we believe that they should be
encouraged to move both for their own sake and that of others. It is
important, however, that a change of house should not lead to the isolation
of the old. Active old people have much to give to a community and
they should not be regarded as a burden; even when they are no longer
working themselves they may often enable others to work outside the home.

(i) New bungalows and flats. Between 1918 and 1939 it appears that
less than 1} per cent. of new homes were specially designed with
the needs of old people in mind, and it was suggested in 1947 by
the Nuffield Foundation* that the ideal figure in future housing
programmes should be 5 per cent. Some of our witnesses suggested
10 per cent. as an appropriate figure. In planning new towns and
housing estates Local Authorities should be encouraged to include
in every district a proportion of small flats or bungalows suitable
for old people and scattered among the family houses. We are in
fact assured that this is being borne in mind and according 1o the
returns for the six months ending 31st December, 1953 the new
dwellings suitable for old people amounted to 84 per cent. of all
new Local Authority dwellings built in that period. It is not known
however, how many of these are let to old people and how many
to younger people wishing to kive alone.

# Rapnrt of a Survey Commilice appointed by the Nuffield Foundation under the
Chairmanship of T. Seebohm Rowniree, 1947,
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(ii} Adaptation of old houses. It is not always necessary to build
complete new residential establishments or blocks of flats. Large
houses might well be adapted for several old people, each with
their own room or rooms and possibly some communal services ;
each single Hatlet does not necessarily need its own bathroom
accommodation.

(i) Houses with some communal services. It can be argued that as
people become less able to care for themselves they should be
able to move from homes, which they can manage more or less
on their own or with occasional neighbourly help, to flats or
terraced bungalows with certain communal facilities. These
already exist in certain areas, sometimes associated with a

« residential home where full maintenance for those unable to look
after themselves is provided. It is important in providing such
facilities to ensure, as far as possible, thiat they are sited in the
neighbourhood to which the inmates belong, so that they are not
separated from the life of the community, particularly the younger
members of their own families. Harm may be done, to both young
and old, by uprooting old people and so splitting up the family unit
where each member has his own contribution to make. It is
possible to be lonely and ill in a new and comfortable home, and
contact is easily lost with relatives and neighbours who can do
so much in small ways to make old people’s lives congenial and
substantially independent of outside help.

Domiciliary Services

265. The provision of adequate domiciliary services is, without question,
one of the essential needs if old people are to be kept active and, as far as
possible, in their own homes. The extent to which services such as domestic
help, home nursing, laundry facilities, chiropody and hot meals are avail-
able in any area is extremely variable. Local Authoritics have a duty to
provide health visitors and a home nursing service, and they have power to
make arrangements for the care and after-care of sick persons and for the
provision of domestic help. These services rank for Exchequer grants, Local
Authorities are also empowered to make contributions to the funds of any
voluntary organisations who provide recreation or meals for old people.
They have limited powers under the Public Health Acts to provide certain
laundry facilities. The allocation of administrative and financial responsi-
bility for these services is a matter which calls for the most careful considera-
tion both in the interests of the old people themselves and to prevent waste.
Rather than to build and maintain special residential accommodation it
would, in our view, be better for the community to provide these services
and so keep old people at home. This would conduce to the happiness
of the old people by enabling them to remain active members of the
community, and might well be cheaper.

266. While emphasising the importance of these services it is essential
that consideration should be given to their proper co-ordination. The home
can have too many visitors and the danger of this is greatest when responsi-
bility for services is divided among several authorities. We have noted
with interest an experiment at present being conducted, where there is
one trained almoner (supplied by a voluntary body acting in collaboration
with a Local Authority) in a given area who is familiar with all the services
available and to whom old people can look for advice. In certain areas,
such as the County of Londan, the various services are co-ordinated through

=



central and local committees on which the various authorities and voluntary
organisations are represented. There is also the national organisation of the
Old People’s Welfare Committees which both stimulate and co-ordinate
effort in this large and complex field.

Residential accommodation

267. As already stated, County and County Borough Councils and the
corresponding authorities in Scotland provide residential accommodation for
about 50,000 old people. Residential homes are also provided by voluntary
organisations. The cost per place varies but may be taken on the average
as between £3 and £6 per week. There appears to be a large unsatisfied
demand for such accommodation, particularly in certain areas where
domiciliary services are not well developed. This may well increase as the
number of old people rises but need not necessarily do so. Much of the
accommodation in use at present, panticularly some in the old Poor Law
Institutions which have been adapted, is far from satisfactory. There is
evidence which indicates that the opening of new homes in modern buildings
in itself leads to an increase in demand.

268. Since the accommodation available is limited, Local Authorities are
bound to have regard to the urgency of the need of those desiring admission
and, as a result a high proportion of the residents in these homes are
old or infirm. Such people require a certain amount of nursing and
special care and while it can be argued that the physical standards of
admission to these homes are too high, it would clearly be undesirable if
homes intended for relatively able-bodied residents should become another
form of chronic sick hospital.

i Hﬂm HIIIIE’EE "

269. The housing and care of the elderly infirm presents a special
problem. While the National Assistance Act, 1948, plalf:as a duty UFI'I the
County and County Borough Councils of * providing residential accommo-
dation for persons who by reason of age, infirmity, or any other circumstances
. are in need of care and attention which is not otherwise available to them ™.

and the National Health Service is intended to provide for the sick, there
are still many aged and infirm persons who are not receiving the type of
care or treatment which they require because they do not fit the categories

defined by the Acts. It has been suggested to us that these cases could
best be assisted by the provision of Homes intermediate between hospital
and Local Authority residential accommodation. Patients would be admitted
to these Homes only by way of the geniatric units of hospitals so that their
needs might be carefully assessed. Their stay in the Home would VAry
according to their condition. They mightt stay—as in convalescent homes—
for comparatively short periods and then return to their own homes if any
and if circumstances permit, or enter Local Authority or wvoluntary
homes. Alternatively, their health might deteriorate and they would then
return to hospital. This close link with the hospital would appear to be
essential so that the cases may return at once if full scale nursing becomes
necessary. A third possibility is that old people should stay in the Home for
an _indefinite length of time, even permanently, because their health is not
sufficiently good to emable them to be transferred elsewhere, for the
frail @ move could be a shock sufficiently severe to require an immediate
return to hospital. Certain Homes on these lines already exist. They
are managed by voluntary organisations although the maintenance costs
of the old people in the Home are met at some periods of their stay by
the Regional Hospital Board, at others bv one of the Local Authorities
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in the area. The question of administrative and financial responsibility for
the day to day running of establishments which are jointly used clearly
requires serious consideration.

Hospital Accommodaltion

270. Maintenance and treatment in hospital is the least economical form of
provision for old age. 1Tt should, therefore, be reserved as far as possible
for those who can profit directly from medical attention. The average
cost of maintaining a patient in hospital varies from £4-£5 a week 10
£13-£14 a week according to the type of treatment required.

271. There are encouraging signs that the provision of active medical
treatment specially designed to meet the needs of old people can restore
many of those previously regarded as “ chronic sick " and permanently bed-
ridden to the independence of home life. Some seventy units providing
geriatric treatment have been established in Great Britain sinoe the intro-
duction of the National Health Service. These units work in close
collaboration both with the Local Authorities and the general practitioners.
This is a development which we welocome, both for the improvement it
promises in health and happiness and for the relief to the heavy cost of
looking after large numbers of chronic sick. Moreover, active younger
people now employed in looking after them can be released for other work.
Putients who dannot, for sogial reasons, return home oan ofiten be transferred
to long-stay annexes or local authority homes and ‘there receive the modest
nursing care they need at a relatively small cost.

272, It is difficult to assess the need for an increased number of beds for
the old and chronic sick which has been mentioned by some of our witnesses.
On the whole we are inclined to think this is more a question of reorganisa-
tion and extension of the services provided, and improvement of the existing
accommodation. Further experience of the miany experiments in geriatric
care now in progress is, we believe, required before long-term building plans
are made.

273. Modern methods of treatment also promise improvement in the
serious problem of the old who are admitted to mental hospitals. 1In recent
years their numbers have increased considerably largely for soocial
reasons. Many of these patients are confused rather than certifiable.
An increasing number, as a result of active and appropriate medical treat-
ment, are able to return to their own homes, and with further experience and
development of specialist geriatric services this number should increase still
further. Where some continued medical or custodial care is needed, the
provision of special long-stay annexes, where less supervision is given, is
proving satisfactory for the patients themselves and at the same time facili-
tates the treatment of those who are really mentally deranged.

Conclusions

274. During the past ten years there have been major changes in the
approach to the problem of providing services for the old. Certain services
for which Local Authorities were previously responsible have been taken over
by the central government. Local Authorities and voluntary organisations are
experimenting with different forms of assistance for the elderly. At this stage
it is difficult to obtain a clear pidture of the pattern of future provision for
old people. not only with regard to the nature, but also the scale of the
services required to meet their needs. The provision of geriatric units
under Regional Hospital Boards working in association with special Homes
for the frail ambulant, the general practitioner service and the residential

74



homes provided by the Local Authorities may be expected in due course
to reduce the number of chronic sick requiring hospital treatment. The
extent to which people who are fit to continue earning to later ages may
affect the demand for services. In these circumstances we do not think we
can usefully make specific recommendations about the provision of services
for old people and in conclusion we would only wish 0 make certain
general observations,

275. Old people should as far as possible continue to live as members of the
community. With this end in view, we consider that it is important that
special housing of varying types, adapted to the needs of old people but
not isolated from the rest of the community, should be provided. The
necessary domiciliary services should be deweloped and co-ordimated both
with the general practitioner and geriatric services.

276. The question of how the work of central authorities, Local Authorities
and voluntary organisations concerned with providing the various services
required by old people can best be co-ordinated, requires urgent consideration.
At present administrative and financial responsibility for the various services
is divided between central and local authorities drawing their funds from
different sources and in different ways. There must be a natural temptation
to try to place elsewhere the responsibility for cases which do not fit easily
into any of the conventional or statutory definitions, and the best interests
of the individual old person may therefore not always be served. It should
be borne in mind that an immediate saving to the funds of one authority may
impose a greater burden on public funds elsewhere. We consider, therefore,
that the powers to provide services for the old, and the arrangements for
financing those services, should be re-examined. We recognise, however, that
the problem of the proper division of responsibility and the appropriate distri-
bution of the financial burden involved has wide implications which go far
beyond the matters which have been remitted to us.



SECTION VII

SUMMARY AND RECOMMENDATIONS

277. Our Report is concerned with the economic and financial problems
which arise from the prospect of a steady and substantial increase in the
number of old persons as against a working population remaining roughly
constant. Primarily, these problems relate to the provision of income for
the old, not only under the schemes of National Insurance and National
Assistance, but also under occupational pension schemes and other forms
of private provision. We have also considered certain services which are
needed or are used by old people, such as hospital treatment, residential
accommodation and domiciliary services.

Existing Provision for Old Age

278. Historical summary. The national system of provision for old age
has been built up gradually over the past fifty years. Non-contributory
pensions at age 70 were introduced in 1908 at 5s. a week and raised to 10s.
a week in 1920. Contributory pensions of 10s. a week at age 65 were intro-
duced in 1925 over a wide field though not universally. The pension age for
women was reduced to 60 in 1940. In 1946 the present universal scheme
of contributory retirement pensions came into operation.

279. Fifty years ago the Poor Law was the ultimate recourse for those in
need. In 1929 this responsibility was transferred to the Public Assistance
Committees of Local Authorities. In 1940 the duty of providing money
payments, where necessary, in supplementation of pensions, was taken over
by the Assistance Board. Since 1948 hospital treatment and medical services
have been provided on a national basis and financed mainly by the Ex-
chequer. Local Awthorities remain responsible for providing accommodation
for the aged who need it, and for a number of other services.

280. In the same period there has been a great extension in the provision
for old age by means of occupational pension schemes and by individual
insurance or other forms of thrift.

281. The present position in outline. The basic provision for old age is
now the pational insurance retirement pension payable at a minimum age
of 65 for men and 60 for women at a standard weekly rate of 32s. 6d. for
a single person and 54s. for a married couple.

282. For those not qualified for such a pension a non-contributory pension
is available at age 70, subject to certain tests of means, residence and
nationality. The standard weekly rate is 26s. for a man or single woman
and 16s. for a married woman.

283. Old people who are without resources or whose resources are in-
sufficient for their needs may receive allowances from the National Assistance
Board. The current scale rates are 35s. for a single person and 59s. for a
married couple. In addition, payments are made in respect of rent.

284. The National Health Service, available to the whole population, is
of particular importance and value to old people and caters specially for
their needs in a number of ways.

285. Local Authorities have a wide range of powers and duties to make
provision for the old including home nursing, health visiting, domestic help,
and residential accommodation where necessary; and in the lay-out of
housing schemes they have due regard for the requirements of old people.
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286. Mention should also be made of certain income tax allowances for the
aged, tobacco duty relief, and the arrangement under which repayment of
post-war credits is, in genenal, limited to persons of pensionable age.

287. The private resources of the old include the widely extended provision
made under occupational pension schemes and personal insurance. More-

over, many old people are still in employment and their total earnings amount
to a very substantial sum.

Changes in Population

288. The number of old people is increasing, and will continue to increase
for some years to come, both absolutely and relatively to the size of the
working population. The reasons are to be found in the course of births
over the past century and in the progressive decline in the death rate. Today
the number of men and women of pensionable age is just under 7 million,
or about 2 in 15 of the population. In 1911 this proportion was 1 in 15.

By 19 e proportion is likely to be nearly 3 in 15, and the total number of
old people to be 91 million.

289, Elderly women far outnumber men: for every man of pen-
sionable age there are two women. This is due in part to the earlier pension-
able age for women and in part to their greater longevity, Nearly half the

women of pensionable age are widows and the proportion of women who
are widows rises steeply with age.

290. Although the elderly as a group are much larger in numbers than
a hundred years ago, the age-composition of the group has changed relatively
little. The proportion over 75 was 21 per cent. in 1911 and 26 per cent.
in 1951 ; it is not likely to exceed 30 per cent. in 1979.

291. Between 1911 and 1954 the proportion of children to the total popula-
tion fell substantially, while that of the active age-groups increased ; in the
next 25 years there is likely to be a gradual fall in the proportion of children
and also in that of the active-groups. The active age-groups will, however,
still form as high a proportion of the population as in 1911. The changes
to be expected in the next ten years are small in comparison with those
experienced over the past 15 or to be expected in the ensuing 15 years.

292. In evaluating the burden on the community, the fall in the number of
children may be thought to offset the increase in the number of the elderly,
but we do not think siuch a conclusion can be relied upon as a basis for
future policy. The numbers estimated to belong to the working ulation
are subject to various elements of uncertainty, such as the future level of
employment, the extent to which women seek employment, and the future

pattern of retirement habits.

293, The general picture that presents itself in terms of numbers is that
total population and working population will show a gently rising tendency
over the next 25 years, while the number of old people will rise much more
rapidly. The change in age-composition to be expected is, however, neither
new, sudden, nor (taking young and old together) particularly large. Never-
theless, it does not follow that the economic and financial problems of
making provision for the elderly are to be regarded without serious concern.

Main Ecompmic and Financial Problems

294. The economic problems are those that result from the need to
accumulate or free resources out of which adequate provision can be made
for the old ; the financial problems arise out of the need to transfer to the
old the purchasing power that will give them the appropriate command over
those resources. They may have occupational pensions or other savings : if
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not, their needs can be met only by the children whom they have reared, by
other relatives and friends who are willing to stand by them; and out of
national pensions, national assistance, Local Authority services or charity.

295. There has been no systematic analysis of the income and expenditure
of elderly households in Great Britain. From such information as is avail-
able they appear to draw about 40 per cent. of their income from retirement
and other pensions and this proportion rises to well over 50 per cent. for
old persons living on their own (nearly half of them women aged over 70) ;
these figures are averages and thus conceal wide variations between individual
households. In comparison with fifty years ago there has been an improve-
ment in the standard of living of the elderly but this improvement has been
less striking than the large sums now disbursed in pensions might lead one
to expect. The increasing outlay in pational and ocoupational pensions would
seem to be partly in substitution for the burden that previously fell on
relatives, and partly the means whereby some older workers have been
enabled to retire from work at an earlier age.

296. Fifty years ago pensions were relatively uncommon. Public assistance
to the elderly was confined to the payment of a few million pounds in outdoor
poor reliaf and the support of the aged poor in the workhouse ; the total
represented an amount which was probably not in excess of 1 per cent. of
the national income. Today the annual outlay in pensions, including occupa-
tional pensions, is about £500 million and with a further £50 million in
national assistance to the elderly, the joint total represents nearly 4 per cent.
of the national income. In 25 years’ time, and even assuming no increase
in pension rates, it would seem reasonable to predict a total outlay of at
least £1,000 million, which represents between about 7 per cent. of the
present national income but perhaps only between 5 and 6 per cent. of
the national income in 1979,

297. The cost of national insurance retirement pensions, at the existing
rates, 1s estimated to grow from £334 million in 1953-54 to £665 million in
1979-80, that is, it will be doubled, whereas the number of persons of pension-
able age will have increased by only 40 per cent. This is mainly because the
1946 Act brought all those below pensionable age when it came into force
within the scope of the pension scheme ; in 1979 only one in five of those over
pensionable age will not be drawing a pension, compared with 2 in 5 in
1954. Pension expenditure at present rates will rise 21 times as fast as the
number of elderly persons ; if the whole of the prospective defict on National
Insurance falls on the Exchequer the state will have to find, not £70 million
as at present, but £430 million, or over 6 times as much.

298. Under a private pension scheme future liabilities are usually covered
by the accumulation of a fund of appropriate size. It would be open to
-th-:a state to build up such a fund for the National Insurance Scheme. But
this is not practicable—the annual additional sum which would be required
to build up a fund on the necessary scale would be of the order of £400
million for 40 years ; and there are considerations arising out of the general
system of control of national finance which indicate that such an attempt
to mortgage so large a part of the national resources for a particular
object would, on the whole, be injurious to the economy. The fund on which
the National Insurance Scheme must rely is that of the real capital assets
of the community, irtcl-udiln%l its human assets. From ithis it follows thalt the
larger the obligations which the state assumes towards a future gencrhtiun

of pensioners, the more important it is that it should ili
accumulation of real capital assets. facilitate: the
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299. In the past there has been a progressive improvement in national
productivity, carrying with it a general rise in the standard of living. It has
been put to us that it might be reasonable to assume a continuing improve-
ment over the next 25 years which might amount in total to 50 per cent.
It goes without saying that so large an increase, which obviously should
not be taken for granted, would be far the most important single factor
tending to ease the burden of provision for old age. It would not do so
automatically, however. Little or none of the gains from higher productivity
will necessarily accrue to the elderly who are not in employment, and there-
fore the higher purchasing power of the population will have to be tapped
through taxation, as well as through increased contributions, in order
to meet the cost of pensions.

300. The figures which we have used are based on existing pension rates
and the possibility of increases in these rates must be taken into account.
Moreover, the services now made available to the elderly represent a
considerable total of expense which is certain to increase substantially.
Accordingly, in considering any future changes of benefit rates, full regard
should be had not only to the ease or difficulty with which they can be
financed at the time, but also to the comtinuing and mounting load which
they will throw on the community in general and on the Budget in particular,
Moreover, if the major part of the increase in pension expenditure is to fall
on the Budget, corresponding economy in other directions will be required,
even though this may mean that pensions are given priority over other
social services. [Finally, the efforts of the state should be directed towards
ensuring that the capital assets of the community are growing at a satis-
factory rate.

National Insurance Retirement Pensions

301. These pensions are one of the benefits paid out of the National
Insurance Fund. The revenue of the Fund consists of the weekly contribu-
tions paid by and in respect of insured persons, of which the Exchequer
pays one-seventh, and the interest from accumulated balances. Up to the
present there has been an annual surplus of income over expenditure. This
has been mainly due to the low level of unemployment ; the total expenditure
on pensions now exceeds the pant of the contribution revenue assignable to
them by more than £100 million a year. In the near future, even assuming
no increase in the rates of benefit, there will be a deficit in the working of
the Fund and this deficit will grow rapidly. It is likely toc be £126 million
i 5 years’ time, and £364 million in 25 years’ time. No provision is at
present made for meeting these deficits from any source other than the
accumulated balances of the Funds.

302. Contributions. The rate of contribution under the Scheme, including
the Exchequer share, is assessed primarily at the -amount appropriate to an
entrant at age 16. It is therefore quite insufficient to meet the cost of benefits,
at any rate as regards pensions, because it assumes payment for nearly 50
years in the case of men and nearly 45 years in the case of women ; no present
pensioner has paid contributions for such a period and it will be many years
before any pensioner can have done so. Moreover, there have been several
increases in the rates of pension, and though there has usually been a
simultaneous increase in the rate of contribution, the increased contributions
could only be collected for the future and not for the past. The result of
this method of finance may be illustrated by the fact that the capital liability
assumed by the state for retirememt pensions at July, 1948, after allowing
for future contributions, was of the order of £8,500 million ; subsequent Acts
have increased this capital liability to about £12,500 million. To put the
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matter in another way, it is estimated that the contributions paid by and
in respect of present pensioners cover only about one-twentieth of the
amount it would have cost to purchase their pensions on ordinary commer-
cial terms. A man who reached pension age on lst January, 1954, could
not have paid more in contributions (including interest at 3 per cent.) than
£120 ; his pension had a capital value of between £820 and £1,720, accord-
ing to whether he was single or married, and to the age of his wife com-
pared with his own. For a single woman the figures are £105 for contributions
and £1,130 for the capital value of the pension.

303. In the light of these figures, the question that presents itself is
whether any change should be proposed in the present system under which
some part of the expenditure is covered by means of contributions, and the
large and increasing deficits which we have described can be met only by
calls upon the general taxpayer.

304. After reviewing various other methods of finance we think that the
system of insurance, under which the payment of contributions is one of the
conditions for receipt of benefit, should be retained. It provides an impor-
tant measure of social discipline, since everyone is aware that higher rates
of pension must be accompanied by higher contributions.

305. As regards the future level of contributions we have reached the
conclusion, that in relation to pensions payable at the present rates, the
contribution determined by reference to an entrant at age 16 should be
continued without any increase other than the additional 4d. imposed by
the 1946 Act. In the event, however, of an increase in the pension rates, the
consequent addition to the contribution should not be confined, as it has
been in the past, to the increase appropriate to an age 16 entrant. There
should, in our view, also be added such further sum as will be sufficient, on
average for the whole body of contributors at the time, to meet the part of
the cost of the increase in the pension rate not covered by the increase in the
age 16 contribution. One-seventh of the total increase in contribution thus
assessed should fall on the Exchequer. Similar principles should be applied
on the occasion of any further increase. The effect of these proposals would
be that so far as future deficits arise from benefits at their present rates, the
present position will remain unaltered and the cost will fall on the Exchequer.
As regards any amounts added in future to the rate of pension the cost,
other than the cost for those already on pension at the time the change
was made, would be completely covered by the contributions, of which the
Exchequer would bear one-seventh. The cost for those already on pension
would fall on the Exchequer. (Paragraph 173.)

306. Funding : The accumulation of a sufficient capital fund is in general
appropriate, and, indeed, essential, for a self-supporting superannuation
scheme. In the case of the National Insurance Scheme, however, apart
from the impracticability of setting aside the very large sums that would be
required, we are satisfied that on general grounds of budgetary policy such a
system is not to be recommended. In the main the “fund ” on which the
National Insurance Scheme must rely is that of the general resources of the
community built up by all possible means including increased productivity.
At the same time we think it important that steps should be taken to ensure
that the existing National Insurance Funds should not be depleted on account
of future deficits arising from expenditure on pensions. (Paragraph 175.)

307. Universality : As the present National Insurance Scheme is universal,
many people who have alternative provision will gualify for national
pensions. We do not, however. think that it would be practicable to abandon
universality now that it is established as a feature of the social services.
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308. Pension Ages: The medical evidence and the numbers of elderly
people who do in fact work until ages well beyond the minimum pension
ages of 65 for men and 60 for women, indicate that over a wide field these
do not by any means represent the limit of working life. There is evidence
that the desirability of encouraging and facilitating the voluntary postpone-
ment of retirement is being increasingly recognized. But voluntary post-
ponement of retirement, important though it is, will not in our opinion do
all that is necessary to meet the needs of the situation as it will develop
in the future. Some increase in the present minimum pension ages appears
to us to be inevitable. Adequate notice of some years must be given before
such an increase can properly come into force, and, therefore, action is
required now. We recommend that provision should now be made to raise
the ages at which the standard rate of pension can be claimed by one year
after an interval of not less than five years, and that the ages should
ultimately be raised in the same way to 68 for men and 63 for women.
While there are some grounds for eliminating, or at least narrowing, the
present difference between men and women in respect of minimum pension
ages, we are not satisfied that such a change would be desirable, at any rate
under existing conditions. (Paragraphs 191 and 193.)

309. Retirement Condition and Earnings Rule : We consider that the present
rule by which pensions below 70 (65 for women) are conditional on retire-
ment should be retained. and we do not recommend any alteration in the
present rule under which pensioners may earn up to 40s. a week without
reduction of pension. (Paragraph 199.)

310. Increments : The increments to pension which can be carned by
those who stay at work after the minimum pension ages are a feature of
the scheme which is closely linked with the retirement condition. They do
not appear to play any significant part in encouraging deferment of retirement
and for the reasons we have indicated we recommend there should be no

improvement in the present rates even if benefit rates are increased. (Para-
graph 202.)

311. Level of Pension: A contributory scheme cannot be expected to
provide a rate of pension which would enable everybody, whatever his
circumstances, to live without other means. Such a pension rate would be
an extravagant use of national resources. There cannot be any stereotyped
formula for fixing the level of benefit, and changes should be at infrequent
intervals ; when they are made they should take into account the balance
of a number of considerations, in particular the following :

(1) The change in the cost of living, due regard being had to the circum-
stances giving rise to it and the likelihood of its continuance ;

(2) the extent to which pensioners have recourse to national assistance.

this being broadly indicative of the relation between the pension rate and the
cost of subsistence ;

(3) the amount of the additional contribution required by an increase in

pension rates and of the increase in the future charge on” the Exchequer.
(Paragraph 215.)

Occupational Pension Schemes

312. Some three million people are covered by superannuation schemes in
the public services, and it seems probable that the corresponding number
in industry and commerce generally exceeds five million. This last figure is
three times what it was 20 years ago, and there is continuing expansion in
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this field. Many of the schemes are comparatively new and will not begin
to pay out substantial sums in pension in the immediate future.

313. Occupational pension schemes are nearly always funded, either directly
or through the medium of premiums paid to an insurance company ; and in
this way promote saving and provide an important source of investment
capital. Funding is also a safeguard against over-commitment and secures
the contributions that have been made. It is unlikely that the accumulated
funds will be too large for the economy to absorb. The development of
superannuation schemes is desirable on grounds of social policy. Moreover,
these pensions are outside the budgetary structure and, in so far as the
schemes are funded, they make a contribution to the future cost of providing
for old age. They may ultimately help to limit the state liabilities under
the National Insurance Scheme.

314. Part of the cost of occupational pension schemes is borne by the
state in the form of tax reliefs. These reliefs afford a means of securing that
such schemes do not contain provisions which might conflict with the
national interest. We have therefore suggested that tax relief should not
be granted to schemes which do not conform with certain conditions. (Para-
graph 240.)

315. A combined income from superannuation and the national insurance
retirement pension, which closely approaches that earned during working
life, would be a direct inducement to early retirement. Many occupational
pension schemes are arranged with due regard to the national pension.
We consider that this practice should be generally adopted, and that pro-
vision should be made to ensure that the combined income does not exceed
two-thirds of final salary (though modifications may be needed in respect
of workers whose final wages are low). {Paragraph 241.)

316. In the fixing of the contributions payable under occupational pension
schemes, due attention must be paid to the total contributions that persons
can afford to set aside for old age, bearing in mind that they must also
contribute for the national insurance retirement pension. (Paragraph 242.)

317. A stated age at which pension may be taken is a necessary feature
of occupational pension schemes. We agree with the National Advisory
Committee on the Employment of Older Men and Women that such fixed
ages should not be regarded as the ages at which retirement must take
place. Tax reliefs should not be granted to pension schemes with lower
minimum pension ages than those fixed for the purpose of MNational Insur-
ance ; discretionary power would be needed to allow different ages in respect
of certain occupations. The rules of occupational schemes should be suffi-
ciently flexible to permit pension ages to be varied in the event of changes
in the ages under the state scheme. We hope that the public services will
bring their minimum retirement ages into line with those recommended for
private schemes. (Paragraph 244.)

318. The mobility of labour which is desirable if the economy is to
remain progressive ought not to be restricted by the existence of occupational
pension schemes. Many schemes already allow the retention of pension
rights on a change of employment by granting a transfer value or a * cold
storage ™ pension. In our view, the time has not yet been reached when
provision on these lines could properly be made a condition for tax relief ;
but we wish to record our approval of the growing tendency to provide for
preservation of rights on a change of employment, and hope that employers
will give careful attention to the desirability of incorporating such provisions
in both new and existing schemes. (Paragraph 252.)
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319. Information about occupational pension schemes in industry and
commerce will be necessary for the formulation of national policy. We
recommend that in future all schemes should be required to supply adequate
statistics at regular intervals for publication by some central official agency.
(Paragraph 253.)

MNational Assistance and Other Services for the Old

320. National Assistance : National assistance, subject to a needs test,
is an essential feature of the social services, not only in relieving financial
want, but in education, the National Health Service, and elsewhere. A
change of approach to “ national assistance™ by those who still regard it
as no more than the successor of former systems of poor relief is clearly
required. There is nothing to suggest that the present arrangements for
national assistance are not fully capable of playing their part in securing
a minimum standard of living for all old people.

321. At this stage of their development it is difficult to obtain a clear
picture of the sort of services old people will need, or the scale on which
they should be provided. We have not therefore made specific recommenda-
tions but confined ourselves to offering general observations.

322. The broad aim should be to enable old people to live in their own
homes where they can continue to be happy and useful members of the
community, in touch with their relatives and neighbours. Special housing
of various types suitable for the old, but not isolated from the rest of the
community, will therefore be needed.

323. Adequate domiciliary services are essential if this policy is to be
successful, and expenditure on these can often prevent greater cost and
suffering later on. The fullest co-operation between the domiciliary, general
practitioner and geriatric services is most desirable.

324. There appears to be a large unsatisfied demand for the residential
accommodation provided for the old by Local Authorities, and this demand
may increase not only because of the increasing numbers of the old, but also
because the provision of new accommodation stimulates the demand. Such
homes should be reserved for relatively able-bodied residents and it would
be undesirable if they became another form of chronic sick hospital.

325. Many aged people who cannot live at home are too infirm for Local
Authority accommodation. These might best be helped by the provision
of homes intermediate between hospital and Local Authority residential
accommodation : some such homes already exist.

326. Treatment in hospital should be reserved so far as possible for those
who can profit directly from it. There are encouraging signs that modern
methods of geriatric treatment will reduce the numbers who up to
now have been retained in both general and mental hospitals. It would
be premature to embark on long-term building plans for the accommodation
of increasing numbers of chronic sick and other old patients in hospitals
until there has been more experience of recent developments.

327. Difficulty often arises from the division of responsibility for the
different services used by the old, and closer co-operation by the various
authorities in this field is urgently needed. We recognize, however, that the
problem of the proper division of responsibility and the appropriate distri-
bution of the financial burden involved has wide implications which go far
beyond the matters which have been remitted to us.
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RESERVATION REGARDING NATIONAL INSURANCE
CONTRIBUTIONS

1. 1 regret that I must differ from my colleagues in regard to the contribu-
tion to be charged in the event of an increase in the rate of benefit.

2. My colleagues hold the view, as regards the finance of the existing
benefits, that the weekly contributions to be charged should be related to the
actuarial contribution appropriate to an entrant at age 16. 1 entirely agree
with this view and I see no good reason for adopting any different basis
when calculating the additional contribution consequent upon an increase in
the rate of benefit.

3. I appreciate that, on the occasion of an increase in benefit, the adoption
of the age 16 contribution results in the Exchequer undertaking a very heavy
liability—just as it did at the inception of the scheme—in respect of what,
in a private scheme, would be called back-service rights. The alternative
proposed by my colleagues, however, seems to me to involve serious inequities
between contributors of different ages. In particular, new entrants at the
age of 16 coming into insurance after the increase in rates had taken place
would be required to pay a contribution much in excess of the actuarial value
of the benefits.

4. If these inequities are 1o be avoided, I see no practicable alternative to
the age 16 contribution basis and to the undertaking by the Exchequer of full
liability for back-service rights in respect of an increase in the rate of benefit.
It may well be, however, that, if the Exchequer assumes responsibility for
back-service, it should not also be asked to continue its present subvention
to the age 16 contribution in respect of pensions, whether or not it should
do so in respect of the contribution for other benefits of the National
Insurance Scheme. If, therefore, it is desired to relieve the Exchequer of
some portion of the heavy cost of pensions, 1 consider that the most
appropriate method would be to reconsider the Exchequer subvention to the
age 16 contribution for pensions, with a view to charging a greater proportion
of that contribution than at present on the insured persons themselves and
their employers, if any.

(Signed) F. J. C. HONEY.
27th November, 1954,
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RESERVATION REGARDING NATIONAL INSURANCE CON-
TRIBUTIONS AND REGARDING THE RETIREMENT CON-
DITION, THE EARNINGS RULE, AND INCREMENTS IN

CONNECTION WITH NATIONAL INSURANCE RETIREMENT
PENSIONS

Contributions

1. 1 am in agreement with my colleagues that, when benefits are raised,
the increase in contributions should generally be greater than the increase in
the actuarial assessment. I do not, however, altogether accept the formula
by which they wish to link the increase in contributions and benefits.

2. When retirement pensions are increased, the new rates of pension are
extended automatically to all past and present contributors, irrespective of
the amounts they have already contributed, or will contribute over the rest
of their insurance lives. Any actuarial balance ex anre is thus thrown out
by back-service payments which fall ex post on the National Insurance Fund
and create a deficit in the operations of the Fund. It is deficits so created,
together with the liabilities assumed through the admission of additional
groups to the National Insurance Scheme, that will cast a heavy and mounting
burden on the Fund, and ultimately on the Exchequer, in future years.

3. It appears to me necessary, however, to distinguish between a situation
in which the increase in pensions takes place under the impulse of a general
inflation and one in which it takes place independently of such inflationary
forces.

4, If all that were involved were a change in the value of money, an
increase in pension liabilities would be of limited significance. So long as
contributions and benefits kept pace with one another, and rose at the same
pace as the cost of living, the financial deficit which we foresee would increase
more or less proportionately and so, too, in all probability would tax
revenue. Thus, although the value of money would alter, the real dimensions
of the burden on the Exchequer would not be greatly affected. The absence
of funding, which distinguishes National Insurance from private insurance,
implies that there is no fund to be depreciated through inflation and that
if the liabilities of the Scheme are inflated in money terms, so also are the
ultimate assets of the Scheme in the form of taxable income.

5. In such circumstances, the increase in money benefits would be designed
to keep them constant in real terms, and the increase in contributions, on the
age 16 formula, would have the same effect. Back-service payments might
be large in money terms but would confer no real gain on insured persons.
To raise contributions more than benefits would, in effect, transfer from the
Exchequer to the contributors part of the real liabilities which, at present,
stand to fall on the Exchequer. This does not mean that those liabilities
would not rise in terms of money, or that the annual sum to be found in
order to meet the deficit in the National Insurance Fund would not also
increase. But the scale of liabilities and deficit alike would shrink in
relation to other elements in the Budget and other constituents in the
national income.

6. On the other hand, if rising pension benefits were due to other circum-
stances, so that the added burden on the Exchequer was a real one, and not
merely a reflection of a fall in the value of money, the present formula would
confar a real uncovenanted benefit on the insured person at the expense of
the taxpayer. The contributor might argue at each stage that he was
paying the actuarial equivalent of the benefits due to him, as at present
calculated, when, looking backwards, he could not demonstrate any such
equivalence, even allowing for changes in prices.
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7. It appears to me quite proper, in circumstances of this kind, to oblige
the contributor to pay more than he would under the age 16 formula. He
would presumably be enjoying a higher real income out of which to make an
extra contribution. If he were halfway through his insurance life, this extra
contribution might roughly balance the uncovenanted benefits now held out
to him. As for the new entrant into insurance, what he pays for are the
benefits that he will receive in forty or fifty years’ time, not the benefits
payable today ; if benefits are likely to improve and the Fund bears the
risk of having to pay more, it should also be able to exact a premium
against the risk.

8. How large the premium should be is obviously a matter for argument.
My colleagues have suggested a formula which I am quite ready to accepi.

9. I do not think, however, that this formula should apply to adjust-
ments in contribution and benefit intended to deal with changes in the value
of money. We are all agreed that the state must accept the liabilities to
which the National Insurance Fund stands committed by wvirtue of past
concessions, even though these liabilities are extremely large, and seriously
weaken the insurance element in the present Scheme. The formula which
my colleagues propose is intended to prevent a large increase in those
liabilities : but if it were applied in all circumstances it would, under cover
of inflation, put on contributors most of the apparent, monetary, increase
in these liabilities and free the state of a corresponding real burden.

Retirement Condition, Earnings Rule and Increments

10. Under the present system of National Insurance there is a sharp dis-
tinction between the conditions governing employment in the first five years
above minimum pension age and the conditions governing employment
thereafter. Between 65 and 69 a man can draw his pension only if he
retires ; if he does retire and take his pension, it is reduced by anything
over £2 per week that he may earn from work ; on the other hand, if he
continues to work, he can earn increments in the pension to which he will
later be entitled. All of these provisions cease to apply as soon as he
reaches 70.

11. I can find no justification for this distinction and recommend that
it be abolished. None of the three provisions that now apply existed before
1946 ; they were introduced in fulfilment of the recommendations of the
Beveridge Report ; and Lord Beveridge, in his evidence, showed no disposi-
tion to defend them.

12. 1 take first the question of increments. My colleagues agree that
they are of little effect in inducing workers to postpone their retirement and
that if increments did not already exist, there would be no strong case for
instituting them. The sole grounds on which they urge that increments be
continued are that their abolition would prejudice public acceptance of our
other recommendations,

13. Among these recommendations is one envisaging an eventual increase
in the minimum pension age to 68. 1 find it hard to believe that increments
could long survive such an increase unless at the same time—and this no
one proposes—workers were allowed to earn increments over the age of 70.
A system under which increments could be earned for two years only would
begin to look distinetly odd.

14. It is not necessary for me to discuss the stages by which increments
might be removed, since this must depend on the extent to which our various
recommendations are adopted. 1 concur in the view of my colleagues that
there should be no adjustment in increments if benefit rates are increased
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and no extension if the pension age is raised. If it were agreed that the
earning of increments should cease not more than, say, ten years from now,
it would be relatively easy to devise interim arrangements that gradually
reduced the number of years in respect of which increments could be
earned. Existing pensions would, of course, remain unaffected.

15. If the pension age were not increased, I should still favour the aboli-
tion of increments. I agree, however, this would probably have to be
coupled with the abandonment of the retirement condition and the earnings
rule ; and to these I now turn. The retirement condition appears to com-
mand widespread support, the earnings rule equally widespread dislike ; but
the two are inseparable and stand or fall together,

16. The abandonment of the retirement condition would mean pensions
became payable on a flat rate at 65 (or any higher minimum age decided
upon), just as they are now paid at 70, without further question. There
would be no need to pay a higher pension if a man continued in work after
65. If it were thought desirable to follow the practice of private schemes.
there might be some nominal increment proportionate to the number of
additional years’ service ; but, on the whole, it would seem preferable to
do away with increments altogether.

17. The withdrawal of the retirement condition might appear a costly
proposal since it would involve the Exchequer in a net additional outlay
of £55 million per annum if put into effect at once. Nearly half a million
persons who are now working and earning increments would draw national
pensions over and above their current earnings from work. But what they
would draw before retirement they would otherwise draw after retirement ;
the heavier immediate burden on the National Insurance Fund would be
largely offset by a fall in outgoings in later years. Not all, but nearly all,
the saving to the Fund resulting from voluntary postponement of retirement
is ultimately passed on through increments in benefit rates so that in the
long run it makes little difference financially whether increments are kept
or abolished.

18. I do not suggest the additional immediate outlay involved should
be assumed by the Exchequer within the next year or two. My recom-
mendation is intended to deal with the long-term aims towards which policy
should be directed, and it would obviously be preferable to defer action
until a period of slack trade when it was desirable, on general grounds, to
release additional purchasing power.

19. It is commonly argued in favour of the retirement condition that
it is wrong in principle that a man should draw pension and wages simul-
taneously. What is wrong in principle at 69 should also be wrong in
principle at 70, but from 70 onwards the principle is not applied. Nor is
a man who draws a private pension or an occupational pension denied the
right to continue in work if he chooses.

20. It may be feared that to drop the retirement condition would be to
invite wage-cutting by unscrupulous employers. Such fears appear to me
to have little substance. Within the ficld covered by collective bargaining
or Wages Councils, there is a recognized rate which employers cannot cut
except by agreement: and outside this field, employers normally pay at
least the trade union rate.  The most I should expect would be that
employers might take on pensioners at the trade union rate while they
were paying younger men at higher rates. In any event, since men over
70 can already draw both pension and wages, no fresh point of principle
is involved.
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21. There is, moreover, an opposite danger : that rigid insistence on a
fixed rate of wages for old and young may exclude the old from employment
altogether because of their slower speed of work or the other inconveniences
to which they may expose their employers. Even the payment of slightly
lower wages in such circumstances would still leave the older men at a
disadvantage in comparison with younger competitors for a job.

22. A further objection is that the withdrawal of the earnings rule would
encourage men to give up full-time employment and eke out their pension
with parttime and occasional earnings. Tt is difficult to say on what scale
this would be likely to happen. We do not even know on what scale it is
already happening ; there s undoubtedly a good deal of evasion of the
earnings rule, though it probably takes tﬂe form of non-disclosure of rela-
tively small earnings rather than of earnings that would disqualify from
pension aéltugether So far as current information goes, it suggests that
mmparatwely few old people do part-time work. In the recent Report

“Reasons Given for Retiring or Continuing at Work ”, only 494 out
of 7.487 men aged 65-70 who had retired said that they were doing part-
time work. In the 1951 Census only 23,200 men aged over 65 and 51,800
women aged over 60 returned themselves as in part-time employment. If
these figures are even approximately correct, the scope for part-time employ-
ment would seem highly restricted and the risk that men might give up
full-time in favour of part-time employment correspondingly small.

23. I should not wish to rest the case for getting rid of the retirement
condition, however, on the lack of part-time employment. On the contrary.
my main reason for wishing to get rid of it is precisely that 1 hope to see
opportunities of part-time employment for the old increase and multiply.
If a growing number of old people have to be helped to lead happy and
useful lives 1 can think of nothing more important than that they should
learn to retire slowly, continuing in work for as long as possible, but for
diminishing stretches of time, at a diminishing pace of work and with
diminishing responsibilities. It is wrong, wasteful and cruel that men should
be faced with the choice between drawing their pension, retiring altogether,
or nearly so, and staying on in their job with an undiminished load. It is
this as much as anything that makes men brittle and cuts short their retire-
ment while their wives, who have learned to ease off more gradually, outlive
them. From the point of view of a happy and prosperous society it is desir-
able that men of 65-70 should be free to choose, not whether to retire, bug
how much to retire: far more desirable than that every able-bodied man
should postpone retirement until the last possible moment.

24. The withdrawal of the earnings rule would be at some cost to the
National Insurance Fund: the total annual amount by which pensions are
abated under the rule is perhaps about £11 million. On the other hand,
the withdrawal of the rule would encourage many pensioners to take jobs
who have little incentive at present to do so and would lead others who now
do part-time work to do more. So far as this happened, there would be
some gain to the community and, in the form of additional tax revenue, to
the Exchequer.

25. In order to encourage the part-time employment of older workers, 1
suggest that no national insurance contributions should be payable by them
or by their employers so long as their hours are less than half those normal
in their trade. As matters stand, the contributions that are paid by employers
represent, in effect, a poll-tax on employment. This tax falls more heavily
on part-time than on full-time work since it does not diminish in amount as
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the number of hours worked diminishes*. Tt thus operates to discourage
part-time employment, including the part-time employment of elderly workers,
whether retired or not. While I see no reason to reduce the contribution
in favour of part-time workers below the pensionable ages. I am in favour
of removing a discouragement to the part-time employment of older workers.

26. If our recommendations were accepted, and the pension age rose
eventually to 68, the changes that I propose above would involve no more
than a lowering by two years of the provisions which, at present, govern
pensioners of 70 years of age and over. If our recommendations as to pension
age were rejected, and no increase took place in pension age, it would. of
course, still be possible to bring into effect at 65 the provisions now in force
at 70, abolishing increments, the retirement condition and the earnings rule
simultaneously. If this were done, however, there would be a strong case
for paying a lower rate of pension at 65 than at 70 and mamtammg a gap
between the two rates. The justification for this would lie in® the large
proportion of men aged 65-70—about one-half—who are still in jobs and
thus have an income already. It is easier for a man to make ends meet in
his sixties than in his seventies, when old age more commonly sets in,
earnings disappear and needs increase. A two-decker pension rate, is, how-
ever, an alternative to an increase in the pension age rather than to the
various measures which 1 propose.

27. To sum up. [ recommend:

(@) that the earning of increments should cease, without prejudice to
existing pensions ;

(b) that the retirement condition and the earnings rule should be with-
drawn and pensions paid as of right at all ages above the minimum ;

(c) that no national insurance contributions should be payable in respect
of part-time workers over the pensionable ages.

(Siened) A. K. CAIRNCROSS.
27th November, 1954.

* If part-time work does not exceed 8 hours per week, however, no contribution is payable
except in respect of industrial injury. Where a worker has already retired, he (but not his
employer) is exempt from paying contributions except for industrial injuries on any work
which he undertakes.
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RESERVATION REGARDING THE MINIMUM PENSION AGES

1. We find it impossible to agree with the majority recommendations for
raising the minimum retirement ages.

2: :The recommendations with which we cannot agree are (1) that a
decision should be taken now to raise the National Insurance minimum
retirement ages for both men and women by stages of one year at a time
after an interval of not less than 5 years, and that ultimately the minimum
ages should be 68 for men and 63 for women; and (2) that minimum
pension ages in occupational pension schemes should not be lower than 65
for men and 60 for women ; that tax reliefs should not be granted to schemes
providing for retirement at lower ages; and that the rules of all schemes
should be sufficiently flexible to allow the pension ages to be varied in the

avlelnt of changes in the minimum pension ages under the National Insurance
Scheme.

Resources for meeting increased expenditure

3. The majority recommendation of an immediate decision to raise
minimum retirement ages is put forward on the grounds that it will make
a substantial contribution towards reducing the financial burden of provid-
ing for old age, and that any hardship caused thereby will be taken care of
by ensuring that sickness and unemployment benefits are available at the

standard rates without limit of time once the age of 65, or 60 in the case
of women, has been reached.

4. Although the number of old people who will have to be supported
by those of working age will increase very considerably over the next 25
years, there will be little reduction in the proportion of the population in
the normal working ages. The changing age structure of the population will
not, therefore, involve any material reduction in the country’s productive
resources. Increased expenditure on retirement pensions will, of course,
necessitate the transfer of a greater proportion of the national income to
the old but not, so far as we can see, a reduction in the total resources
within which the transfer takes place. While we agree that the budgetary
difficulties of such a large transfer must not be minimised we do not see,
in the experience of the post-war years, convincing evidence that a high
level of taxation has hampered the country’s productive effort. Moreover,
the increased expenditure will fall to be met out of an expanding national
income. On a reasonable estimate the national income is likely to rise
by nearly 50 per cent. over the next 25 years and there is no reason to
suppose that revenue from taxation cannot be increased correspondingly.

5. With the foregoing considerations in mind we cannot accept the view
that the financial burden of retirement pensions will be so heavy as to
justify the compulsory deferment of the National Insurance retirement ages.
The easement in the financial burden secured by this means will in any
case only be small. It is stated in the Report (para. 187) that if the
minimum pension ages were raised now to 68 for men and 63 for women
the net annual saving to the National Insurance Fund in 1977-78 would
amount to no more than £55 million. This amount represents about 21d.
on the standard rate and reduced rates of income tax at 1953-54 tax rates
and levels of income. Tt is less than 1/6th of the total annual income tax
reliefs given by the present Government,

Encouragement of older men and women to remain at work

6. We would agree, of course, that the burden of retirement expenditure
is affected by employment policy in relation to older men and women.
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The greater the number of old persons who are prepared to continue at
work, the smaller will be the burden to be carried by those of working age.
The Enquiry into the Reasons for Retirement carried out by the Ministry
of Pensions and National Insurance suggests that the majority of people
who give up work at the minimum pensionable age do not do so because
they are unwilling to carry on, but mainly because of ill-health and the
retirement policies followed in industry and commerce. Given the safeguard
of full employment we believe that the practical difficulties of extending
the employment of older people who are fit to work can be overcome, and
that an increasing number of men and women will choose to work beyond
the present retirement ages. This seems to us to be a far more desirable
and practical method of reducing the burden of retirement pensions in the
present circumstances.

Capacity to remain at work at minimom pension ages

7. There will remain the substantial number of men and women who take
a pension at the minimum ages on health grounds or because of work strain,
about a half of the total number retiring at these ages according to the
Ministry of Pensions and National Insurance Enquiry. Unfortunately, little
investigation has been made so far into the physical .capacity of men and
women to continue at their own trade beyond the minimum retirement ages,
especially where this involves heavy labour in difficult conditions. But what
evidence there is suggests that for possibly many workpeople in the heavier
and more exposed occupations continuation of full-time employment may be
neither possible nor desirable. The lack of precise evidence in this field of
inquiry is a further reason for rejecting the majority view.

8. It is not sufficient to assume, as the majority assume, that cases of
hardship would be taken care of by unemployment and sickness benefits.
Sickness and unemployment are not comparable with retirement ; they are
a hardship in themselves. Moreover, the majority appear to have had in
mind only those persons fortunate enough to have retained their fitness for
work when they reach retirement age. Sickness and unemployment benefits,
designed for temporary interruption of earnings. are in our view inadequate
to meet the needs of the substantial number of those whose fitness, through
work or otherwise. has been permanently impaired at or before the existing
minimum retirement ages. We cannot agree that the community’s responsi-
bility to such persons is discharged by providing benefits only when they
reach a point where they are physically incapable of work or unable to
obtain it. Indeed, so far from raising retirement ages there may well be a
case for earlier retirement from the more arduous occupations.

Pension ages in occupational pension schemes

9. It follows from what we have said above that we are no less strongly
opposed to the majority recommendation for raising the minimum pension
ages in occupational pension schemes. It appears to us to be based on an
insufficient appreciation of the need for flexibility in the ages at which
pensions should be payable in different occupations and industries.

(Signed) C. BARTLETT.

A. McCANDREWS.
27th November, 1954.
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RESERVATION REGARDING THE MINIMUM PENSION AGE
FOR WOMEN

1. While I agree that the savings effected by raising the pension age for
single and married women (who have kept up their own insurance) to that
of men would be small, I believe that small savings should not be despised.
Further, as long as they are physically fit, I can see no reason why one
section of the community should be in pant supported by the rest of the
community, at an earlier age than their contemporaries. If women expect
the same opportunities and conditions of work as men, they must also
expeot to make the same coniribution to the productivity of the country
through the length of their working life. We have received no satisfactory
medical evidence that women over 60 are less fit than men at that age or
less fit than they have been during their previous working life. No comparable
figures for morbidity in the age-groups concerned are available. Indeed if a
wise policy is to be formulated for the best use of the man and woman
power of the country, together with provision for old age, a detailed study of
the fitness for work in different occupations at different ages in both sexes
is required as a matter of urgency.

2. Reference is made in the body of the Report of an Enquiry
by the Ministry of Pensions and National Insurance, * Reasons given for
Retiring or Continuing at Work ™, which might suggest that morbidity is
higher for women. The authors are insistent however that no comparison
can be made between men and women since the Enquiry covered only women
insured on their own account and one guarter of the women covered had
already given up work more than five years previously. The results may be
summarised briefly and are difficult to reconcile. In the case of 1.000 men.
who took retired pension at the age of 65, sickness, ill health or strain was
given as the reason by 211. In the case of 1,000 women who took retirement
pensions at the age of 60, similar reasons were alleged by 283. On the other
hand, it is stated that one quarter of 4,834 men taking their retirement
pension at the minimum age (65) fell into the category of chronic sick and
more than a quarter gave ill health, heaviness or strain of work as ithe reason
for taking pension, while of 6,592 insured women retiring at 60 or during
the preceding five years, approximately 8 per cent. fell into the category
of chronic sick and approximately 21 per cent. gave ill health or strain of
work as a reason for retirement.

3. Apart from morbidity, it is incontrovertible that the expectation of life
of women at the more advanced ages is, in fadt, greater than that of men.
I would, therefore, recommend restoration of parity between pension ages for
men and women at the same time as the pension age is raised.

(Signed) JANET VAUGHAN,
27th November, 1954,
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*Scottish Counties of Cities Association.

Scottish Education Department.

Scottish Federation for the Welfare of the Blind.

Scottish Home Department.

"SEEttiS]_‘I Old People’s Welfare Committee of the Scottish Council of Social
ervice.
*Dr. J. H. Sheldon, M.D., F.R.C.P.

Society of Housing Managers.

Mrs. May M. Thompson.

Professor A. P. Thomson, M.C., M.D., FR.C.P.
*Trades Union Congress, General Council of.
*Treasury.

Trustees of the Whiteley Homes.

Professor R. E. Tunbridge, O.B.E., M.D., F.R.CP.

Urban District Councils Association.

Urban District Council of Billericay.

War Office.

Councillor Sam Williams.

Women's Gas Federation.

APPENDIX II

MEMORANDUM BY THE GOVERNMENT ACTUARY
PorpuLaTion TRENDS 18 GREAT BRITAIN
I. PorULATION CHANGES DURING THE LasT HUNDRED YEARS

I. The statistical facts regarding the population of Great Britain can be sum-
marised in two or three sentences. Birth and death-rates have fallen steadily
over a long period, with the result that although the total population is still
increasing in numbers the rate of increase has considerably diminished. For
the last forty years the increase has been confined to the population of middle-
aged and old people. The rapid growth in the numbers of people who have
passed the normal age of retirement from work is due more to the higher propor-
tions surviving to that age than to any remarkable lengthening of the average
life-time after retirement.

2. In general, these features are common to both men and women. Differences
in detail will be referred to, where necessary, at a later stage. The following
table summarizes in round figures the changes which have occurred in the size
and age-structure of the total population of both sexes as revealed by the censuses
of the last hundred vears.

TanLE 1

Population of Great Britain (Men and Women)

Age Group
Year 0-14 15-44 45-p4 65 and over  All agex
(@) Mumbers (millions)
1851 7-4 9-5 2:9 1-0 20-8
1861 B-2 10-4 -4 1:1 23-1
1871 9.4 116 3-8 13 26-1
1881 10-8 13-3 4-2 1-4 29-7
1891 11-6 15-1 4-7 1:6 330
1901 12-1 17-7 5:5 1-7 i7-0
1911 12:6 19-5 66 2-1 40-8
1921 12-0 20-0 B-2 26 42-8
1931 10-8 21-0 9.7 3.3 44-8
1951 11-0 20-8 11-7 5-3 48-8

=
h






subsided, the figures for 1950-52 are still well above the level which, but for

the interruption of the war, might have been reached if the long-term trend had
continued.

III. DEaTE RATES

6. In a population of changing size and age-distribution, numbers of deaths
—whether in themselves or expressed as proportions of the total population of all
ages—are devoid of any real meaning. It is, however, interesting to note that
the number of deaths in 1950-52 was the same as the number in 1870-72 in
a population little more than half the size, The age-distributions of the deaths
were, it need hardly be said, fundamentally different :

Numbers (annual average) of deaths in age-groups

Thousands
|
—— 0-14 _I 15-44 45-64 65 and over Total
1870-72 e 270 113 87 112 582
1950-52 3t 6 134 382 583

Table 3 relates these deaths and those in the intervening periods to the
corresponding age-group populations :

TABLE 3
Dearhs per 1,000 of population in age-groups
Period 0-14 15-44 45-64 65 and over
1870-72 ... 29 10 3 90
1880-82 ... 25 80 23 87
1890-92 ... 23 75 25 98
1900-02 ... 21 6-2 22 89
1910-12 ... 15 4.8 18 80
1920-22 ... 11 4-3 15 75
1930-32 ... 7:6 36 14 T4
1950-52 ... 2:8 1-17 11 72

7. Like the birth-rate figures in paragraph 5, these ratios are presented to give
the broad picture. It has already been shown that the proportion of older
people in the population is progressively increasing, and for this reason the use
of broad age-groups for the purpose of a comparison extending over many
vears introduces some bias into the resulting figures. A refined analysis of
mortality trends would take account of this, and it would also be necessary
to study the experience of men and women separately. Table 3 does, however,
provide an adequate basis for the following broad conclusions:

(i) At the younger ages mortality has been declining throughout the period
covered by the table. At the older ages the decline did not set in
until the beginning of the present century.

(ii) The extent of the decline decreases as the age advances. The 1950-52
figures for the four age-groups are 13, 27, 50 and 81 per cent. respectively
of those for 1900-02.

(iii) The mortality rates of children and younger adults are now so low
that they cannot fall much lower, The figures for the oldest age-group
show some signs of beginning to flatten out.

IV. TEE ELDERLY POPULATION

8. In the light of these figures (particularly the percentages quoted in (ii)
of the previous paragraph) it becomes easy to identify the primary cause of
the great increase in the numbers of elderly people. The obverse of the sub-
stantial decline in mortality during the greater part of the life span is a
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substantial increase in the probability that a new-born child will survive to
the threshold of old age; this is the main reason for the remarkable increase
that has occurred in the expectation of life (i.e.,, the average future life-time)
at birth. The wvista of future life-time stretching out from that threshold would
be considerably lengthened if mortality rates at the more advanced ages were
also declining rapidly ; but this, as has been seen, is not the case, and the
expectation of life at ages over 60, say, has not in recent years increased very
much, particularly in the case of men. As the following table shows, the
age-distribution of the population from 65 onwards has changed very little
during the last hundred years:

TapLE 4
Percentage age-distribution of elderly population
Age-group
: Total,
Year 65-69 70-74 75-79 80-84 Eg,::';'_d 65 and
over
R o o aaeac P 39 30 18 9 4 100
L e e e 41 30 17 8 4 100
1891... 41 3l 17 8 3 100
L I M 43 30 16 8 3 100
R 43 29 17 8 3 100
L A e 38 30 19 .l 4 100

The increase in the size of the elderly population is, in fact, due primarily
to the continuous growth of the numbers in younger age groups which has
resulted from the substantial decline in mortality revealed by Table 3.

V. MIGRATION

9. The changes in the size and age-distribution of the population cannot, of
course, be attributed solely to changes in birth-rates and death-rates. To complete
the picture, reference must be made to the element of migration. Generally
speaking, the balance of migration has been outward. During the eight decades
between 1871 and 1951 the total net loss of population from this cause amounted
to some 24 million. This is a substantial Egure, but to be seen in proper
perspective it needs to be considered in relation to the 734 million births and
the 48 million deaths which were the primary factors in the increase of
population from 26 million to nearly 49 million during the period. In the light
of this comparison it can hardly be supposed that, so far as age-structure (as
distinet from actual numbers) is concerned, the population situation would have
Rp{m fundamentally different if there had been no migratory movement in either

irection.

V1. SEX-CoNSTITUTION

10. No reference has so far been made to the sex-constitution of the population.
Throughout the period covered by the national records the number of male
births has always exceeded the number of female births to an extent which has
varied at different times between about 3% and 6} per cent., the general secular
tendency being upwards rather than downwards. (The ratio of male births to
female births is usvally referred to as the masculinity ratio.) On the other
hand, male mortality has always been heavier than female mortality ; generally
speaking, the relative difference has been at its greatest in the age-range 45-64,
but at all ages it has tended to increase with the passage of time because, on
the whole, the mortality of women has declined more rapidly than the mortality
of men.

11. The net effect of these opposing factors—combined with losses due to war
and migration in which male lives have preponderated—has been to produce,
over a long period in the past, an approximate balance between the child
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populations of each sex and thereafter a preponderance of females which increases
with age. The historical picture is as follows:

TABLE 5§

Female population as percentage of Male population

Age groups
Year 0-14 15-44 45-64 65 and over |  All ages
IEAL R - aia a 99 107 108 123 105
| e 99 109 110 122 106
L 100 108 113 128 106
1) [ R O 100 108 110 134 107
R e 98 109 113 133 109
T L A 96 104 115 144 | 108
1

As a result of the secular increase in the masculinity ratio to which reference
has already been made, the figures in the first column are seen to be declining,
and a decline can also be noticed in the second column if allowance is made
for the fact that the figure for 1931 is inflated as a result of the war casualties
of 1914-18. This inflation has now spread to the third column and will soon be
apparent in the fourth. If—as has been assumed in the population projections
presented in a later section—the masculinity ratio persists at its present level,
the excess of females in the population will. in the absence of further extraneous
losses of male lives, progressively decline—although clearly many years must
elapse before the female/male ratio at the advanced ages is greatly affected.

VII. POPULATION PROJECTIONS

12. Although, for the sake of brevity, the historical synopsis of population
structure given in the earlier part of this note has been based on figures com-
prising both men and women, it will be evident from paragraphs 10 and 11 that
any attempt to forecast the populations of future years must have regard to
the fundamental sex differences referred to in those paragraphs.

13. The population problem was exhaustively examined by the Royal Com-
mission which reported in March, 1949. A vast quantity of statistical material
was assembled for the Commission by a Committee of experts who, after profound
study of the national vital statistics, produced a range of population forecasts
on a number of alternative assumptions. Such forecasts, if they are not to be
sheer guesswork, can be constructed only by identifying what appear to be the
prevailing trends inherent in series of mortality and fertility rates derived from

t experience and deciding to what extent, if any, these trends need to be
modified before they can be adopted as a reasonable basis for prognosticating
the future. The emphasis for this purpose must clearly be on general tendencies
revealed by the study of figures extending over a considerable period of time;
and as the work done for the Royal Commission is still very recent it might
be argued that the time for a systematic re-examination is not yet ripe.

14. There are, however, three practical considerations on the other side. In
the first place, population projections must proceed from a current baseline. The
Royal Commission was at a disadvantage in this respect in that the latest popula-
tion figures at its disposal were those derived from the Census of 1931 and the
National Registration of 1939, whereas a complete count and a detailed age-
distribution, derived by sample, are now available in respect of the year 1951.
Secondly, very little information was available to the Commission in regard to
mortality experience after the war. Thirdly, the Commission was faced with
the very difficult task of deciding whether, for forecasting purposes, the rise
in the birth-rate which was in full spate during the period of its deliberations
was to be regarded entirely as a temporary post-war boom or as indicative in
some measure of a real reversal of the downward trend which had persisted for
so many years prior to 1939. This aspect of the population problem is still
very difficult to assess; nevertheless, there are now available several years of
post-war experience which were, of course, entirely lacking when the Commission
was sitting.
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VIII. Future MORTALITY

15. As regards mortality, the addition of the experience of the last few years
to the existing stock of historical material has by no means simplified the study
of secular trend. At the younger ages, the mortality rates for both sexes have
declined during the last decade at an even greater rate than in earlier years.
At the older ages, on the other hand, there has been little or no improvement ;
indeed, there is some suggestion—at any rate in the case of men—of a deteriora-
tion. It would, however, be unduly pessimistic to infer, from the information at
present available, that at these ages the downward trend which has persisted for
so many years has now worked itself out. Although it is customary, for the
sake of simplicity and convenience in analysis, to think of the secular decline
in mortality as a smooth and regular progression, a more detailed representation
would be expected to display a series of steps of irregular height and depth
corresponding to the incidence of the advances in medical skill which, together
with the progressive amelioration of environmental conditions, have been the
root causes of the fall in the death-rate.

16. As it is impossible to foretell either the timing or the extent of future
developments in medicine, the most straightforward method of attempting to
estimate how many members of the existing population will survive in specified
future years is to ascertain the average rate at which the death-rates of men
and women in the various age-groups have been reduced from year to year over
a fairly long period in the past, and to assume that for the time being this rats
of reduction will continuve. Projections made by this (or, indeed, any other)
method obviously become increasingly speculative as the period covered by the
estimate is extended, and no attempt has been made to forecast mortality changes
more than 25 years ahead, i.e., after 1979. Death rates by sex and age appro-

riate to 1954 were estimated on the basis of the latest available statistics and
it was assumed that during the ensuing quarter of a century these would decline
year by year in geometrical progression at the average rate experienced at each
age during the first half of the century. From what has been said in paragraph 15
it will be apparent that the average rates of decline assumed for the future
tend to be somewhat greater at the younger ages, and somewhat smaller at the
older ages, than if the expericnce of the most recent years had been excluded
from the analysis.

17. It has been thought convenient to take 31st March, 1954, as the starting
point of the projections. Estimates of the population at this date have been
framed on the basis of the 1951 Census, subsequent population estimates made
by the Registrars General in the light of the Census figures and all available
information regarding population movements in the short intervening period.

IX. Future BIRTHS

18. An estimate of the population at all ages 25 vears hence involves a forecast
of the births during the period 1954-79. The primary question at issue in this
connection is whether the birth-rate has now altained something approaching
stability following the “boom ™ of the post-war vears. The figures from 1947
have been as follows:

TABLE 6
Live Births in Great Britain

Thousands
Year Live births
1947 1,000
1948 a17
1949 827
1950 T84
1951 770
1952 TG4
1953 (estd.) 769

Although the last three entries in this table might be read as an indication
that more normal conditions have now supervened, they do not in themselves
justify an assumption that, if fertility rates were now to continue for a time
at the present level, a uniform annual crop of about 765,000 births would be
produced. Fertility varies markedly with age of mother and duration of marriage ;
as regards the age-factor alone it will be seen from Table 8 below that, although
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the total numbers of women at the child-bearing ages are not expected to
change considerably during the next 25 years, their age-distribution will—as
the result of fluctuations in the birth-rate in earlier vears—be far from stable.

19. When variations of this kind are taken into account, calculations based on
current fertility rates produce a series of estimates of births which falls to
720,000 in about 10 years’ time and rises considerably during the following 10
years. It may well be, however, that the present level of births reflects to
some extent an impetus deriving directly from war-time or post-war causes the
effect of which will gradually wear off during the period. After allowance for
thi:-"E the estimated numbers of births adopted for the population projection were
as follows :

TABLE 7

Estimated Live Births in Great Britain, 1954--1979

Thousands

Estimated average annual

Period mimber of births

1954-59 T35
1959-64 705
196469 7035
1969-T4 ik 725
1974-79 T20

These births were sub-divided between the sexes by wsing a male/female ratio
of 1-:06, which conforms closely to the experience of the last 10 years.

¥. EsTivaTED FuTurE POPULATIONS

20. The estimated populations of each sex in 1954, 1964 and 1979, on the
assumptions as to mortality and fertility described above and making no adjust-
ment for the possible effects of migration, are shown in Table 8 below. They
include members of the armed forces and the merchant navy at home and
abroad.

TaBLE 8
Estimated Population of Grear Britain at certain dates
Millicns
i
Males Females
Age Group NP
31st March,| 31st March,| 31st March,| 31st March,| 315t March,| 31st March,

1954 1964 1979 1954 1964 1979

0-14 5-70 5-50 5-40 5-46 523 5-11
15-24 3-27 374 355 3-22 3-60 3-38
25-34 -85 3-22 3-92 3-60 3-20 3-78
i5-44 3-44 360 319 3-52 361 316
Total, 1544 10-36 10-56 10-66 10-40 10-41 10-32
45-54 3-39 3-28 3:-21 3-56 3-41 3-22
55-64 2-34 297 3-01 2-89 3-3 3-26
Total, 45-64 573 6:25 622 6-45 6:72 6-48
B5-T4 1-52 1-67 2-30 2-13 2-36 2-89
T5-84 ‘63 67 a2 | 1-00 1-18 1-53
85 and over... 08 09 11 =17 =22 29

Total, 65 and

over 2-23 2-43 3-33 3-30 3-76 4-71
Total, all ages 24-02 24-74 25-61 25-61 26-12 26-62
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Summary—~Males and Females
Age group 31st March, 1954 31st March, 1964 31st March, 1979
0-14 ... 11-16 (22) 10-73 (21 10-51
1544 ... Al 20-76 (42 20-97 (41 20-98 (40
45-64 ... 12-18 12-97 12-70
65 and over ... 5:53 (11} 6-19 (12 8-04 (15)
Total, all ages 49-63 (100) 50-86 (100) 52-23 (100)

21. The table shows an estimated increase in the population of all ages of about
14 million in the next ten years and a further increase of about 14 million in
the ensuing fifteen years. The increase over the whole 25-year period is consider-
ably less than the 4 million shown in Table 1 (&) for the twenty years 1931-51.
In the period 195464 the child population declines by nearly half a million,
while the population at the working ages (15-64) increases by a million. In the
period 1964-79 the numbers in both these groups show a small decline. The
figpures for ages 65 and over, read in conjunction with the historical series in
Table 1 (b), indicate a steady continuation of the ageing process; in 1979 the
numbers in this age-group are nearly 50 per cent. greater than in 1954, and
represent some 15 per cent. of the whole population.

22. The most striking feature of the table so far as sex-constitution is concerned
is the steady decline in the proportion of females to males. The indication is
that—possibly for the first time in our history—the number of women at the
principal marrying ages will soon fall below the number of men at these ages.
The figures are as follows:

Females per 100 males

Age-group
1954 1964 1979
0-14 .. 96 95 95
1544 ... 100 o9 97
45-64 ... 113 107 104
coandover ... ... .. 148 155 141
Total, all ages ... ... 107 106 104

In considering these figures the remarks in paragraph 11 should be borne in
mind, and it must also be remembered that the projections make no allowance
for future immigrants or emigrants of either sex. It seems clear that a time
may not be very far distant when the dimensions and sex-incidence of migration
may have a significant bearing on the child-producing capacity of the home
population.

XI. ErreEcT OF MIGRATION

23. The introduction of migration as an element in population projection would
involve assumptions regarding not merely the size of the net inward or outward
flow of migrants but also their relative numbers from vear to vear and the nature
of their distribution by sex and age. The statistics of past migration display no
very clear-cut pattern, and any such assumptions could only be very arbitrary.
In the projections prepared for the Royal Commission an attempt was made
to give some idea of the possible effect of migration on the size and structure
of the future population by assuming a level annual flow of migrants distributed
by age and sex according to a fixed pattern. A comparison of a projection in
which migration is allowed for in this manner with another in which no such
allowance is made (the same assumptions regarding fertility and mortality being
made in both cases) indicates that a uniform loss (gain) of 50,000 migrants a

102

e I




year—about 1 per 1,000 of the population—would, after 25 years, reduce (increase)
the population by about 1} million persons. As nearly 90 per cent. of the
migrants were assumed to be under age 45, the size of the elderly population was
only slightly affected ; at ages under 65, the reduction (increase) was of the order
of 3+ per cent, The sex-constitution of the population was also only slightly
affected, for the reason that the hypothetical migrant body was assumed to consist
of males and females in almost equal proportions. In the absence of any clear
indication of what the future course of migration to or from this country is
likely to be, computations such as these are of very limited value.

XII. ALTERNATIVE PROJECTIONS

24. It is more informative to attempt to assess, in a very general way, to what
extent the projections given in Table 8 would be affected by substantial changes
in the nature of the assumptions made in regard to mortality. Since a general
increase in mortality rates is unlikely, it is not unreasonable to assume that a
lower limit to the size of the future population would be provided by a computa-
tion based on constant mortality at the current level. An upper limit is less easy
to select, and although an alternative projection has been made on the supposition
that the death-rates at all ages will decline at twice the rate used for the basic
projection (an assumption which, at the younger ages, produces extraordinarily
low rates in 25 years’ time) it is perhaps better described as * optimistic ™ than
as an extreme measure of the extent of population growth. For the sake of
contrast the projection on the basis of constant mortality can conveniently be
labelled * pessimistic ".

25. In summary form the results, on the three bases, for the 1979 population
are as follows:

TABRLE 9
Profected population of Great Britain, 1979, on alternative assumptions
(both sexes)
. Millions

Age group Pessimistic Basic Optimistic
0-14 ... 10-39 10-51 10-60
15-44 ... 20-83 20-98 21-06
45-64 .. 12-38 12:-70 12-93
65 and over ... 7-41 8-04 5-64
Total, all ages ... 51-01 52-23 53-23

26. This comparative table is very useful in two respects. First, the figures for
the first two age-groups show how small is the effect, in terms of future popula-
tion, of postulating considerable changes in death rates which are themselves
already very small. Secondly, from a comparison of the estimated populations in
1979 aged 65 and over with the corresponding estimate (5-53 million) for 1954 it
will be seen that the * basic ™ estimate for 1979 is 2-51 million in excess of this
figure, while the * pessimistic " estimate exceeds it by 1-88 million. That is to
say, the size of the present “ middle-aged ™ population is such that, even if there
is no further decline in mortality, the numbers aged 65 and over will increase
by about one-third during the next 25 years. On the * optimistic ” basis, however,
the numbers will increase by well over one-half during the period.

27. The results of the three alternative projections invite the following tentative
zonclusions. During the next 25 years the child population (ages 0-14)—somewhat
inflated at present by the post-war boom in births—may be expected to fall by
half a million or more. The population (aged 15-64) (33 million at present) is
unlikely to show an increase of more than one million. The elderly population
(now 54 million) will increase by at least 2 million and may increase by as much
as 3 million. At the end of the period it will be nearly one-guarter the size of
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the population of working age instead of about one-sixth as at present. In the
population of working age the numbers of men and women will be very evenly
balanced, whereas in the elderly population the latter will continue to exceed the
former to much the same extent as at present.

These conclusions are perforce subject to the limitation that the calculations on
which they are based make no allowance for migration. If the net movement
—either inward or outward—was at all considerable and consisted mainly of
persons of the same sex, the stability of the population of working age, as regards
both numbers and sex-constitution, might be appreciably affected.

XIII. * PENSIONER " POPULATIONS

28. For the sake of uniformity with the historical material presented in the
early sections of this note, the dividing line between the * working age™ and
the * elderly " populations has been drawn at age 65 in the projections for both
men and women. To convert the latter population to a ** pensioner™ basis,
the women aged 60-64 must be transferred to it. If this is done, the estimated
nun;h]-.;:rs of pensionable age, in comparison with those at the working ages, are
45 TOLLOWS D

TABLE 10
Comparison of estimated numbers of pensionable age with those at the
working ages
Millions
Ages 65 | Ages 60 | Ages 15-64 (men) (1) (2)
e and over | and over and e (3
(men) | (women) | 15-359 (women)

(1) (2) (3) (4) (5)
31st March, 1954 ... 2-23 4-66 31-58 <071 ~147
31st March, 1964:

Pessimistic 2-38 5-26 32-29 074 163

Basic ... 2-43 5-33 32-37 075 165

Optimistic 2-48 5-39 32-46 076 - 166
31st March, 1979:

Pessimistic 304 5-77 31-81 (96 181

Basic ... 3-33 6-17 32:22 <103 192

Optimistic 3-61 6-52 32-50 -111 =201

XIV. THE MORE DISTANT FUTURE

29. The projections presented in earlier paragraphs have been limited to a
period of 25 years for no particular reason other than to emphasise that any
attempt to predict the course of population movement over a longer period
becomes increasingly a matter of conjecture, if only for the reason that estimates
of the size of the population many years hence depend so largely on the
assumptions made in re to future births. The estimates for 1979 would
clearly not be substantially affected, at the adult ages, by changing the fertility
assumptions described in paragraph 19 ; but in attempting to look further ahead
it is desirable to consider the effect of adopting alternative bases.

30. The estimated average annual numbers of births given in Table 7 were
based on the assumption that age-specific fertility rates would decline progres-
sively during the period 1954-79 until, in the latter year, they were equivalent
to a female net reproduction rate of -95. (In subsequent paragraphs this is
referred to as the * basic ™ fertility assumption.) 1f, however, the reproduction
rate in 1979 were assumed to be 10 per cent. lower, or 10 per cent. higher, than
‘95 and the fertility rates assumed for the intervening vears were adjusted
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accordingly, the average annual number of births in each quinguennium of the
period 1954-79 would compare with those in Table 7 as follows :

Thousands

Pericd Table 7 “ Lower ™ * Higher ™
1954-59 135 728 742
1959-64 T05 6584 726
1964-69 T05 670 T40
1969-74 b 125 674 776
1974-79 T20 654 158

31. Projections for 50 and 75 years hence (i.e., to the yvears 2004 and 2029
respectively) have been made on all three bases. In each case it has been
assumed that mortality, after declining between 1954 and 1979 in the manner
assumed in the earlier “ basic” projections, will thereafter remain constant at
the 1979 level. The estimated populations in broad age-groups are as follows:

TapLE 11
Estimated Population of Great Britain on varying fertility bases .
Millions
Year 2004 Year 2029
Age Group
ik aner a8 £ Bas'lc " (1] }I-EE].lﬁr 11 (L] Lﬂwr 15 ik Bmic " LT3 H'..ighﬂ' ¥
Males
0-14 4-36 3-14 5-98 3-81 4-93 6-25
15-44 9-67 10-48 11-33 §-47 10-07 11-84
45-64 6-70 6:-72 6-74 5-91 6-43 6-96
65 and over... 331 331 3-31 3-56 30l 3-66
Total 24-04 2565 27+36 21-75 2504 28-71
Females
0-14 4:12 4-86 5-66 3-61 4-67 5-01
15-44 9-23 10-01 10-81 8-08 9-60 11-28
45-64 6-72 6-74 6-76 5-87 6-39 6-91
65 and over 4:57 4:57 4-57 472 478 4-84
Total 24-64 26-18 27-80 22.28 25-44 28-94
Males and Females
0-14 e 8-48 10-00 11-64 742 9-60 12-16
15-44 we| 18-90 20-49 22:14 16-55 19-67 2312
45-64 13-42 13-46 13-50 11-78 12-82 13-87
65 and over... 7-88 T-88 7-88 8-28 §-39 8-50
Total 43-68 51-83 55-16 44-03 50-48 57-65

From the third section of the table it will be seen that the variations of the
“lower ™ and * higher " estimates from the * basic " are as follows:

Year 2004 Year 2029
Age Group
1 LCI"-'r"'ECI'” & Highﬂr L1 “]..UW'EJ.' .1} L nghc_,r L5 ]
0-14... — 15 per cent. 416 per cent. — 23 per cent. <27 per cent.
15-44. .. — § per cent. =+ 8 per cent. — 16 per cent., + 18 per cent.,
45-64 .. negligible negligible — & percent. -+ 8 percent.
65 and over ... no change no change — 1 percent. + 1 percent.
All ages — 6 per cent. + Gpercent. | —13 percent. -+ 14 per cent.
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TABLE 3

Estimated Non-occupied Persons in Great Britain Over Present Minimum

Pensionable Ages

Millions
1954 1964 1979
Males
65-69 0-45 051 0-67
T0 and over b 1-10 1-18 1-65
Total 65 and over 1-55 1-69 2-32
Females
60-64 1-14 1-30 1-21
B5-69 1-08 1-20 1-43
70 and over 2-05 2:38 3-06
Total 60 and over .., 4-27 4-88 5-70
Total Males 65 and over 3 : :
and Females 60 and over 5-82 657 8-02
APPENDIX IV

TaBLES SHOWNG THE Mam CHanGes v Mamy Rates oF CoNTRIBUTIONS OF EMPLOYED

IN

AND MATIONAL INSURANCE, 1948-1952,

RespeCT OF UNEMPLOYMENT, HEALTH AND PENSIONS INSURANCE, 1926-1946,

1926
Men Women
Em- Em- Ex- Em- Em- Ex-
ployee | ployer |cheguer Total ployee | plover |chequer Total
5. d. 5. d. 5. . 5. d. 5. . 5. d. 5. d. 5. d.
Unemployment 7 8 63| 1 93 6 7 54| 1 6%
Health 4 o B 9 4 b 81
Pensions 41 3 — 9 2 2% - 44
Total 1 4 1 640 3 | 1 0O A k| 2 T
1936
Men Women
Em- Em- Ex- Em- Em- Ex-
ployee | ployer | chequer Total ployee | ployer |chequer Total
5. d. 5. . 5. d. 5. d 5. d. s. d. 5. d. 5 d.
Unemployment 10 10 10 2 6 9 9 9 200
Health 44 41 —- 9 4 AL 8%
Pensions 5% 5| = 11 3 2% - 54
Total 1 8 1 8 10 4 2 1 4 1 4 9 F i







July, 1948

Men Women

Em- Em- Ex- Em- Em- Ex-
ployee | ployer |chequer Total ployee | plover | chequer Total

Insurance

SA0L | 3 BE1 2 1 9 B 3 0k 214 1 7 7 6
Benefits

*All Hatiﬂnal}

October, 1951

Men Women

Em- Em- Ex- Em- Em- Ex-
plovee | plover | chequer Total plovee | plover |chequer Total

s, d. s, d. 5 d. s d. g d. 5. d, 5. d. 5. d.

Insurance

Benefits

*All National
4 0| 310 1 4 g 3 3 %) 3 6| 10 ¥i3

July, 1952

Men Women

ployee | plover | chequer Total ployee | ployer |chequer Total

5.d, g, d. 5 d. s d. g d. T g, d 5. d.

*All National

Insurance 4 Bk| 4 54| 1 & |10 8 3 8| 3 6| 1 1| B8 4%
Benefits

* In addition to these rates the weekly stamp includes the payment of 10d. for men and
8d. for women towards the Naticnal Health Service and the Industrial Injurics Contribution.
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APPENDIX V

StaTisTics RELATING To OCCcUPATIONAL PENSION SCHEMES

PART A
Public Service and Privately Administered Pension Schemes

The Tables* given below were compiled by the Institute of Actuaries and
the Faculty of Actuaries in Scotland from information supplied by their members.
Tablz 1 shows the number of schemes, the number of pensioners and members
and the amount of contributions, interest and pensions paid, together with the
total accumulated funds. Table 2 analyses the numbers so far as possible between
males and females, staff and workpeople and according to pension age, on the
basis of such information as is available. The Tables should be read with the
following comments in mind. The figures understate the true position partly
because it was not possible to arrangs for statistics to be returned for every
pension fund in existence and also because they are not up to date and exclude
informal arrangements where no regular provision is made in advance for meeting
pension costs. In Table 1 the apportionment of employers’ contributions into
“normal " and * additional ™ should be regarded as approximate as in some funds
this sub-division is not given in the accounts. [t is believed that the figures do not
involve any appreciable element of duplication except possibly as regards the
number of members. The information given in Table 2 is subject to many
limitations. The sub-division between clerical and administrative staff and
works staff is sometimes not known and the analysis is, therefore, incomplete.
As regards “ normal " pensionable age, the age of retirement may often depend
on the completion of a given number of years (usually 40) of service ; moreover
deferment of retirement is nearly always permissible. Thus, although the rules
may provide for retirement at 60 the effective average retirement age in present
conditions may be appreciably higher and the figures shown should accordingly
be regarded with some reserve,

* In Tables 1 and 2, Group Il (Mationalised Industries and Statutory Corporations) is
sub-divided into (&) figures supplied by the Government Actuary's Department, including
those relating to the pablic services, and (&) figures supplied by other actuaries, including
those for the coal industry. Notional and paper funds, such as those maintained in
connection with the Teachers, and the National Health Service Superannuation Schemes,
have been excluded from the last two columns of Table 1.
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PART B

Life Office Sratistics

The following figures have been extracted from the British Life Assurance
Statistics 1951-53 compiled by the Life Offices Association and the Associated
Scottish Life Offices. These statistics relate to business transacted within the
United Kingdom by virtually all the Life Offices operating in this country and
represent business in force at the end of 1953,

, TIhere may be some duplication of lives shown as covered by group life,
group pensions and group endowment schemes. Moreover, there may be dupli-
cation of the lives covered by the schemes to which the figures in Table 3 refer
and the figures given in Part A of this Appendix. It is not possible to estimate
what adjustments should be made on this account.

TapLE 3
1. Group Life

Estimated number of Lives Sums Assured Premiums received in year

£ £
1,222,000 363,551,505 6,435,167

2. Group Pensions

Pensions per annum

Estimated Premiumis
number of Lives received in year
In course of Deferred*
payment
& L £
1,163,000 4,193,000 176,879,000 48,463,076
3. Group Endowment Assurances
Estimated Pensions per annum
Estimated i Premiums
number As:ured received
of Lives In course Deferred* in year
of payment
£ £ £ £
200,500 154,325 327 17,300 12,005,000 9,161,465
4 . Scheme Business by Individual Policies—Asswrances and Annuitiest
Estimated Pensions
S SuTad PEer annum "
umber : assu ear
of Policies Lives under l‘remiuﬁ':s
AF5UTANCESs In course of
payment Deferred*
£ £ ' £ £
803,000 400,000 348,970,000 1,083,000 1 46,310,000 23,682,000

* i.e,, full expected pensions based on current salaries.

+ These figures are based on returns from 90 per cent. of the Offices which transact this
type of business. They are therefore incomplete and give only an approximate indication
of the amount of business.
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APPENDIX VI

Provision ForR OLD AGE 1IN CERTAIN OTHER COUNTRIES

A comprehensive comparison of the provision for old age in different countries
would have to take into account wide variations in population structure, resources
and traditions. The following summary does no more than indicate the various
ways in which the problem has been approached in the United States, New
Zealand, the Netherlands, Sweden and France. The facts given are based on
information supplied by British Labour Attachés abroad.

2. The population structure of the five countries concerned and of Great
Eritain, is summarised in the following two Tables:—

TagLE 1
Dependency as a Percentage of the Active Population in Various Countries

Population of school Populaticn over pension
age as percentage of age as percentage of
active population active population
Country
Most recent Most recent .
current Projected current Projected
estimate estimate
Great Britain = .. 35-3 33-0 218 29-5
France (1)... 39-1 36-9 26-8 37-6
New Zealand (2) 50-0 51-3 15-0 13-8
United States (3) 47 -6 i6-4 13:6 15-9
Sweden (4) 32-0 29-6 12-5 20-5
Netherlands (5) ... 20-9 18-6 10-9 14-9

MNoOTES:

(1) Minimum pensicn age 60, and the fracticn for the * old ™ therefore includes a high
proportion of persons still in work. The projection assumes declining mortality and fertility.

{2) Projection assumes a net annual immigration of 5,000. Pension age is 65.

(3) Projection assumes declining mortality and fertility. Pension age is 65.

(4) Pension age is 67, thus producing a sharp depression in the fraction shown as ** old ™.
(5) Pension age is 65.

TABLE 2

Ocenpied Percentage of the Population over Minimum Pension Age in Various Countrics

Percentage of persons over minimum
pension age * still occupied
Country
Men Women Both sexes
Gireat Britain (1951) 32 8 16
United States 39 8 22
Mew Zealand 25 3 13
France t T 33t
Sweden T T 26
Netherlands ... 1 T 20

"IIII;I Sweden, 65. Mo separate figures for persons over the national pension age (67) are
available,

t No separate figures supplied.
1 Pension age 60.
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The United States of America

3. With certain exceptions, all employed persons and self-employed persons
are compulsorily covered by the Federal Old Age and Survivors Insurance
Scheme, or the connected scheme for railway workers, giving a total coverage
of about four-fifths of the working population, The scheme provides pensions
(subject to a retirement test based on an earnings rule) for both sexes from
age 65 and widows' and children’s benefits. Non-contributory assistance is
administered by the States under their own legislation.

4. The Federal Scheme is financed by contributions from the insured persons
and their employvers and is designed to be self-supporting. No contribution is
payable by the state. The contributions are related to the first $3.600 of
wages ; Initially the contributions were 14 per cent. of wages from both the
employed person and from his employver but are now 2 per cent. from each
(3 per cent. of earnings for the self-employed). It is intended that the con-
tributions should rise quinquennially until they represent 3} per cent. each from
emplover and employee and 4% per cent. from the self-employed.

5. The contributions are paid into a fund, and as contributions have up till
now exceeded outgoings the scheme has substantial assets accumulating at interest.
The right to pension depends on satisfaction of contribution conditions, The
rate of benefit, like the amount of contribution, depends on the earnings record,
and the maximum pension is related to the same amount as the maximum
income on which there is liability to pay contributions.

6. About 11 million persons, or slightly less than one-fifth of the total numbers
in gainful work, are covered by occupational pension schemes which supple-
ment the pensions payable under the Federal Scheme. In addition there are about

41 million pensionable Government employees who are not at present covered
by the Federal Scheme.

7. The development of occupational pension schemes has been stimulated
by economic conditions during and since the second world war. In 1930
there were 720 schemes covering 2-4 million persons; in 1945 7,425 schemes
covering 5-6 million persons; in 1953 more than 14,000 schemes covering 11
million persons.

8. The schemes vary but about two-thirds are funded through insurance
contracts and the remainder are generally operated through trust funds. Less
than one-third of the persons covered, or about 30 per cent., pay contributions.
The employees’ contributions, if any, are relieved of tax only to the extent
allowed on ordinary private insurance. The employers’ contributions are treated
as a business expense if the scheme is approved by the taxation authorities ;
otherwise they are treated as part of the employees’ income. The main con-
ditions of approval are:—

(a) the scheme must be a bona fide pension scheme ;
(b) the contributions must be set aside ;

(¢) the resulting fund must be maintained on a sound basis ;
() there must be no discrimination between employees.

Contributions on behalf of an employed person must not exceed what is
reasonable in relation to his salary. Deficiency payments by employers and
the interest income on funds may also be relieved of tax if similar rules are
satisfied.

9. The schemes take account of the pensions payable under the Federal
Scheme either by deducting them wholly or in part from what would otherwise
be due under the occupational scheme or by guaranteeing a minimum combined
amount from both sources. The effect of such arrangements may provide
between 40 per cent. and 60 per cent. of wages and considerably more in
some cases.

10. Many schemes require employment at the time of retirement as a con-
dition of pension. Where the employer alone pays contributions there are
frequently “ vesting” arrangements, i.e., the employee acquires the right to a
deferred annuily on completing a certain number of years of service and attaining
a certain age.
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11. Most schemes allow employment to continue after the normal pension
age at the employers’ discretion. Many such schemes have an upper com-
pulsory retirement age—usually 70.  Experience indicates that workers over
65 are more common in firms without pension schemes.

New Zealand

12. At present the national provision for old age consists of a non-contributory
pension from age 60, subject to tests of means and residence, and national
superannnation, which is subject only to a residence test, from age 65. The
payments under the latter scheme are on an annually increasing scale which
began at £10 a year in 1940 and will reach £175 10s.—the current rate of the
non-contributory pension—in 1975. National superannuation will then be the
full provision from age 65 and the non-contributory pension will be available
only for those below that age with insufficient means. There are no contribution
conditions.

kL]

13. The method of finance is “ pay as you go”. A social security contribu-
tion of 74 per cent. is levied on all income and these contributions meet approxi-
mately two-thirds of the annual cost of pensions. The remainder of the cost
is met by the state. Employers do not contribute as such but pay the social
security contribution due on their corporate income.

14. About 16 per cent. of the occupied population are covered by occupational
pension schemes and abowt one-half of this number are Government employees.
There are more than 2,000 schemes and the number is growing rapidly. Most
of the private schemes require contributions from both employer and employed
—the employee’s contribution being normally 5 per cent. of salary or wages,
The normal provision is a lump sum at a certain age ; this feature is attributable
to the means test for the national non-contributory pension, which takes income
from any source into account. It is usual for schemes to be insured with an
insurance company or for funds to be invested in a building society. Provision
for transfer wvalues is unusual but transfer arrangements permit Government
employees to carry their rights with them when moving to other employment,
and also apply within certain groups of firms.

15. A special feature of the provision in New Zealand is the National Provi-
dent Fund. This institution is used by local authorities, statutory corporations
and other bodies to provide pensions for their employees. It also offers facilities
to members of the public on a voluntary basis.

16. The contributions of employees are relieved of tax only to the extent
permitted on ordinary insurance policies. The contributions of employers are
treated as a business expense if the scheme 1s approved by the taxation
authorities.

17. Retirement practice varies considerably. In the public service it is the
policy to retire at 60, subject to the completion of 40 years’ service and in any
event at 65. In other public undertakings the retirement age is usuaily 65 but
retirement can take place below that age, especially in the case of women.
Private schemes are designed to afford the right to retire at a given age—65
in about two-thirds of the schemes and usually 60 in the remainder.

The Netherlands

18. With certain exceptions wage earners below certain income limits are
compulsorily insured for pensions from age 65 for both sexes. Persons who
have reached age 35 without being insured are not subsequently eligible to
enter the scheme. There is also a non-contributory pension, subject to a means
test, and supplementary assistance for those whose resources are inadequate.

19. The contributory scheme is on an insurance basis. The contribution is
shared between the employer and the employed and the rate of benefit is related
to the contributions paid, There are no conditions as to means, retirement,
earnings or nationality.
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20. Consideration is being given to the introduction of a comprehensive scheme
with contributions of 74 per cent. of income. The pensions would be on a
subsistence basis but there would be contribution tests, The scheme would be
self-supporting, in that the contributions of the insured persons would balance out-
goings on benefit in each accounting period. Neither employers nor the state
would contribute, except in so far as the state would pay contributions for those
unable to contribute themselves.

21. Approximately 50 per cent. of those in gainful employment are covered
by pension schemes outside the national scheme. Apart from the public services,
which account for about one-fifth of those covered by some form of super-
annuation, there are two distinct types of arrangement: industry-wide schemes
and private funds. Both types of scheme have developed rapidly in recent vears.
In 1938 there were 14 industry-wide funds covering 84,200 persons, and in 1953
40 funds covering 791,000 persons, or about one-half the total number of persons
covered by superannuation. Private funds have grown from 337, covering
116,000 persons in 1938, to 957, covering 511,000 persons in 1953. All private
superannuation arrangements must now be made either through the industry-
wide scheme or by a private firm or through a Life Office. The funds and
schemes are supervised by a central official agency in the same way as insurance
companies. The introduction of ex-gratia arrangements has been prohibited
with effect from 1st January, 1954, Employers' contributions and deficiency
payments are exempt from tax as business expenses and compulsory contributions
payable by the employees are also relieved of tax.

22. Members of the industry-wide schemes can change from one firm to
another within the industry without loss of pension rights, The law requires
compensation to be paid to any employee who leaves a pension scheme.
This is limited to the return of the employee's contributions if there is less
than five years’ service ; for longer periods of service deferred pensions may be
provided or alternatively a lump sum related to the length of service. Special
arrangements operate in the Government service.

23, The usual pension age in private schemes is 65 although a lower age
is often specified for women. Industry-wide schemes do not normally take
account of the national pension when fixing the level of the industrial pension,

but such adjustments are common in other private schemes.

Sweden

24. The national pension scheme in Sweden provides a pension from age 67
for both sexes which affords a bare livelihood without recourse to assistance.
The pensions are financed by a compulsory * pension fee” of 18 per cent.
of all income above a certain minimum and this is payable by all persons between
ages 18 and 66. These fees cover only 16 per cent. of the cost of pensions
and the balance is met by the state.

25. The pension consists of a basic amount payable on attaining age 67,
subject to residence and nationality tests. In addition supplements which are
liable to reduction on account of other income are payable. These supplements
include : —

{a) a cost-of-living supplement determined quarterly by reference to price
levels prevailing in June, 1946 ;

{b) an improved standard of living supplement, introduced in 1953 to enable
pensioners to share in the improved standard of living in Sweden ;

(¢) a housing supplement which varies according to the locality.

26. Apart from the public services about 500.000 persons, representing 20 per
cent, of the labour force, are covered by occupational pension schemes. About
34 per cent. of these are administrative, clerical or technical employees and the
remainder are manual workers.
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