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SOCIAL INSURANCE

I—INTRODUCTION

1. The first duty of Government is to protect the country from external
aggression. The next aim of national policy must be to.secure the general
prosperity and happiness of the citizens. To realise that aim two courses
of action must be followed. The first is to foster the growth of the national
power to produce and w earn, with its accompanying opportunities for
increased well-being, leisure and recreation. The second is to plan for the
prevention of individual puwrt]],;:'lresultmg from those hazards of personal
fortune over which individuals have little or no control.

2. Neither of these courses ot action can be effective alone. In a community
whose earning power was seriously impaired by its failure to use its people
and resources effectively—that is to say, by unemployment or inefficiency—
it would be impossible to avord widespread individual poverty, whatever
special measures were adopted. But it is also true that a nation with a
high power of production would not have solved its problem if it included
any appreciable section of people who were in want, whether through loss
of individual earning power, due to ill-health, unemployment or old age, or
through inability to provide properly for their children. Only when this
problem is also solved has a community achieved genuine social security.

3. This latter question was, therefore, one of the first to which the Govern-
ment turned their minds when they began to develop a programme of post-war
reconstruction. There were definite reasons why, though not logically the hrst
item on the agenda, the question of social insurance engaged attention from
the outset. For one thing, it had a particular urgency in the minds of very
large numbers of people who had before the war suffered directly or indirectly
from prolonged unemployment and its consequences. Again, the problems
involved were concrete, specific and wholly within the scope of domestic
policy; whereas the problem of achieving full employment turned in part
on the shape of the post-war world and on other circumstances which could
not at that stage be foreseen. Lastly, much had already been done; the task
was, not to start afresh, but to expand and improve a system of social insurance
already at least as advanced, in nearly every respect, as any in the world,

4. As far back as June, 1941, therefore, when—so far as could then be
judged—the menace of heavy air attack and invasion had not yet been
lifted, the Government invited Sir William Beveridge to take charge of a
comprehensive survey of existing schemes. In November, 1942, he presented
his Report on Social Insurance and Allied Services (Cmd. 6404). This was
an outline plan, covering ** all citizens without upper income limit . . . all-
embracing in scope of persons and needs.” It did not purport to be a com-
plete and final scheme, ready for immediate translation into legislative form.
The detail had still to be worked out. Further, the plan was based on three
assumptions; first the institution of a scheme of children's allowances, second
the framing of a comprehensive health service, and third the avoidance of
mass unemployment. But they were assumptions only, and as they were not
an integral part of the plan, Sir William Beveridge, naturally and properly, did
not attempt in his Report to work out detailed proposals for implementing them.

5. The Government, while accepting these assumptions as necessary pre-
requisites to an improved and comprehensive plan of social insurance, have
had to examine them closely in order to be reasonably sure that they could
be realised in practice.

The Government's pmg:imls for a national health service were already under
consideration and haveé been published, as has their policy for maintaining a

44532 3 A3



6

high and stable level of employment after the war. Their plan for a scheme
of family allowances is included in this paper.

On the social insurance scheme itself the Government have reviewed the
questions of policy which were raised by the Report and on which the Govern-
ment's views as originally announced were and could only be provisional.
Much time and labour have also had to be devoted to working out and fitting
together the details of the scheme—and as this Paper amply illustrates,
social insurance is essentially a mosaic of detail. In the result the Govern-
ment are now in a position to put forward their proposals for a new scheme
of social insurance. There are still some few points on which decisions have
not yet been reached On all the major features, however, firm proposals
can now be made.

The Underlying Principles .

6. Before the war, social studies had made it plain that in its more extreme
form poverty affected households of two kinds—those in which the bread-
winner was ill or out of work or past working age, and those in which the
number of children strained overmuch the available resources of the house-
hold. The Government therefore conclude that there must be both an
increased rate of sickness and unemployment benefit and retirement ion,
and a system of family allowances which will contribute substantially to
the maintenance of growing children. The cost of these family allowances
will be met wholly from the proceeds of taxation; they are thus outside the
bounds of the scheme of social insurance properly so called. With that one
exception, the Government have adhered to the principle that freedom from
want must be achieved in the first instance by social insurance—that benefits
must be earned by contributions. This has long been one of the essential
features of British social legislation, and the Government believe that it
reflects the desires and the characteristics of our people.

The State’s Share

7. But, even so, let it be well remembered that the contributions from
insured persons and their employers cover only part of the ground. They
will not contribute directly to family allowances nor, of course, to National
Assistance; and their contribution to the National Health Service will be
relatively small. The balance has to be found from taxation. Towards the
whole cost of the services named 54 per cent. at first and, twenty years later,
64 per cent. will have to come from taxation; and looking at the narrower
iﬁield of miurance only, 31 per cent. at the outset, rising in twenty years to
0 per cent.

The Widened Scope of Social Insurance

8. The Government have also decided that the scope of social insurance
should be extended in two different senses—the range and amount of benefits
E;awded and the number of people included. All the existing types of

nefit will be increased, in most instances substantially, and they will be
extended to include death grant. The scheme as a whole will embrace, not
certain occupations and income groups, but the entire population. Conerete
expression 1s thus given to the solidarity and unity of the nation, which in
war have been its bulwarks against aggression and in peace will be its
gumg:ens of success in the fight against individual want and mischance.

9. LCertain other general principles have been adopted in framing the
policy set out in the following pages. There has beer? no attempt to vary
contributions with the earnings of those who make them: broadly the
principle adopted has been that of equal benefits for equal contributions. At
the same time contributors and beneficiaries have been classified—not
according to earnings but according to way of life—into six groups, differing
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in respect of the benefits they need and the contributions they must make to
receive them.

10. The Government have also adopted the principle that the administra-
tion of a single, comprehensive, universal scheme of social insurance must
be unified, and that the various uncoordinated sections of the system of to-
day must be brought within a single administrative framework.

11. Certain other considerations of a general kind have been present to
the mind of the Government in framing their policy. One is that the stability
of a vast scheme of this kind depends upon strict administrative economy in
every sense. Indeed, any laxity in the organisation of the unified system
or in the administration of henefg’m would threaten the long-term continuance
of the scheme by laying it open to legitimate and damaging public criticism.
But economical administration is not a matter for the Government alone—it
requires the full co-operation of the public. All pay into the fund; all must
be its custodians. It is for the Government to organise the provision of benefits;
the citizen too has a part to play to see that they are not misused.

The Level of Benefit

12. In fixing the rates of benefit to be provided under the scheme the
Government have considered whether it would be practicable to adopt a sub-
sistence basis for benefits. In the debates of February, 1043, they expressed
the preliminary view that it was not practicable and further examination of
the question has confirmed this view.

In the first place, the definite linking of benefit to subsistence rates might
involve the frequent variation of benefit rates in accordance with the cost of
living. 1t is true that it would be possible to ignore minor fluctuations, but
the main objection would remain.

In the second place—and more important—social insurance must necessarily
deal in averages of need and requirement. It cannot adapt itself to the almost
infinite variety of individual conditions. Circumstances vary, not only between
places but between people, and the conception of relating individual payments
precisely to individual needs is not really capable of realisation in an insurance
scheme, particularly where that scheme covers all classes of the community.
It is an essential feature of an insurance scheme that equal contributions
should provide equal benefits within a class or group.

13. Benefits must be paid for, and a high level of benefit must mean a high
level of contribution. The Government therefore conclude that the right
objective is a rate of benefit which provides a reasonable insurance against
want and at the same time takes account of the maximum contribution which
the great body of contributors can properly be asked to bear. There still
remains the individual's opportunity to achieve for himself in sickness, old age
and other conditions of difficulty a standard of comfort and amenity which
it is no part of a compulsory scheme of social insurance to provide. And
reserve there must remain a scheme of National Assistance designed to fill the
inevitable gaps left by insurance and to supplement it where an examination
of individual needs shows that supplement 1s necessary

Contents of the Paper

14. There is one important matter included in the Report which is not dealt
with here—the problem of industrial injury insurance, or workmen's compen-
sation. The Government’s policy on this subject will be set out in Part II.
With that exception the present Paper covers the whole field of social
insurance, It sets out a policy designed to be complete and coherent in itself,
though but a single and limited instalment of the comprehensive series of
proposals needed to constitute a complete economic and social policy for the
period of reconstruction.
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benefit will end after three years of continuous disability and invalidity
benefit at the standard retirement pension rate be substituted. Unemployment
benefit will end after 30 weeks or a somewhat longer period in the case of those
with a good employment record. (Periods covered by training allowance
will not be taken into account.) After the end of either benefit, further contri-
butions must be paid before an insured person can requalify for beneht.

Benefit will be reduced when the contributor's insurance record does not
comply with the prescribed contribution conditions

Training Allowance (paragraph 71)

20. Special allowances at a higher rate will be available to persons under-
going a course of approved training. The cost of training will be met from
taxation, subject to a contribution from the Social Insurance Fund.

Sickness Benefit for the Self-Employed (paragraphs 72-78)
21. People working on their own account will not receive sickness benefit
during the first 4 weeks of any period of illness.

Dependant’s Allowance (paragraphs 79-81)

22. An additional allowance—but only one—will be paid to those on single
benefit (sickness, invalidity or unemployment) who have an adult dependant.
It will be 16s. a week (158. when added to invalidity benefit).

Retirement Pensions (paragraphs 82-105)

23. There will be a standard rate of retirement pension of 35s. for a married
couple and 2o0s. for a single person. Pensions will be paid only to those
who have retired, and will be reduced if more than 20s. weekly is earned during
retirement. The minimum age of retirement will be 65 for men and 6o for
women, but the joint pension will become payable when the husband qualifies,
whatever the age of the wife, provided that if she is under 6o she is not
gainfully occupied.

Pensions will depend upon contributions paid during the working life of
the applicant and will be reduced when the contribution record shows a
deficiency.

Those who postpone retirement beyond the age of 65 (or 60 for women)
will, when they do retire, get pensions increased by 2s. a week (joint) and
1s. (single) for each year of work after pensionable age.

Special arrangements will be made covering persons already pensioned
or insured when the scheme comes into operation

Married Women (paragraphs 106-120)

24. The provisions to meet the needs of married women in the event of
the illness, unemployment, retirement or death of their husbands are
described elsewhere.

For childbirth, the following benefits (which will also be made available to
anmarried women in all insurance classes) will be available: —

(i) a maternity grant of £4; and, in addition,

(ii) for ganfully occupied women, maternity benefit at the rate of 36s.
a week for 13 weeks, provided that occupation is given up for that period: or

(iii) for women not eligible for maternity benefit, an attendant's allow-
ance of {1 a week for 4 weeks.

These benefits will be subject to certain qualitying conditions

In addition there will be special provisions enabling married women to insure
for a personal retirement pension of 20s. a week in lieu of their share in a joint
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These weekly rates are increased by 5s. where the beneficiary has a single
dependent child, or, if he has more than one such child, by 5s. in respect of the

first child.

The scheme also makes provision for maternity, widowhood and death,
(See paragraphs 24 to 26 above.)

Benefit while in Hospital (paragraphs 137-142)

28. The following benefits will be reduced by 10s. a week during mainten-
ance in hospital after the first 28 days of such maintenance: —sickness and
invalidity benefit, maternity benefit, widow’s benefit, guardian’s benefit,
widow’s pension and retirement pension.

Duplication of Benefits (paragraphs 147-1571)

29. Not more than one social insurance benefit or pension will be payable
to an individual at any one time. When a war or industrial pensioner
becomes eligible for a social insurance benefit, there will be some adjustment
in the benefit payable.

Administration (paragraphs 152-158)

30. A Ministry of Social Insurance will be set up which will be responsible
for the whole of social insurance. The administration of assistance will be
kept separate from the administration of insurance, though the Minister of
Social Insurance will be responsible to Parliament for both.

National Assistance (paragraphs 159-161)

31. The present responsibilities of public assistance authorities for the pay-
ment of assistance in cash will be transferred entirely to the Assistance Board.

Approved Societies (paragraphs 162-166)
32. The Government have come to the conclusion that it is not practicable

to retain Approved Societies either as independent financial units or as agents
in the administration of the scheme.

INI—UNIVERSALITY AND CLASSIFICATION

Why the Scheme is Universal

33. To extend the range of social insurance, as now proposed, from a
single, homogeneous group of employed wage and salary earners, to the
entire population of all ages, and all occupations or none, is a change of
very great scope and consequence. The reasons of principle for making it
have already been referred to in the Introduction to this Paper. They are,
briefly, that in a matter so fundamental it is right for all citizens to stand in
together, without exclusions ba:ed upon difference of status, function or
wealth. Secondly, that there are many people at present outside the scope
of national insurance whose need of its benefits is at least as great as that
of many of the insured population. Thirdly, that without universality it is
not possible adequately to maintain the cover needed during various normal
changes from insurance class to class.

The New Classes

34. Universality of application means that in addition to the classes at
present insured there will be brought into the scheme various sections
of the population which have not hitherto, except possibly as voluntary
contributors, been covered by Government schemes of social insurance. There
are, as instances, first, people with incomes over the present insurable limit;
second, those who are substantially free from a risk for which social
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39. The adjustment of their conditions of service should not, as regards
pay during sickness, present serious difficulties. As regards retirement
pensions, position is difficult. The age of retirement in these groups
varies, but it is commonly less than 65 and much less in the case of the police.
The new scheme, on the other hand, contemplates a working life up to age
65, with inducements in the form of a higher pension to continue work
beyond 65 and with training and rehabilitation for those who might otherwise
have to give up work prematurely.

40. The simplest course, from many points of view, would be to pay both
retirement pensions—the occupational (derived from the special schemes in
force for particular groups) and the contributory (derived from the Social
Insurance Fund). But with the rate of contributory pension now proposed,
the double pension would amount to very nearly as much as the previous
earnings of lower paid workers—and that without taking account of any
lump sum payable on retirement.

41. There is also the guestion whether unemployment benefit should be
available after retirement to those, e.g. police, who as a matter of system
retire on pension before reaching the standard retirement age.

42. Discussions will have to take place with representatives of the various
ups concerned about the adjustments necessary, particularly those arising
rom the inclusion in the general insurance scheme of persons covered by

existing pensions schemes.

Private Pensions Schemes

43. There are many private superannuation schemes operated by industrial
firms and business houses. It may be that as a result of the new compulsory
social insurance scheme some employers and employees will wish to review
their own schemes.

44. By section 27 of the Widows', Orphans’ and Old Age Contributory
Pensions Act, 1925 (re-enacted in section 28 of the consclidating Act of
1936) it was made easier to modify existing schemes when the benefits they
provided became duplicated by the new statutory pensions. These provisions
were designed principally to meet those cases where the managing body could
not modify the scheme or could do so only at the cost of undue delay or
expense. Broadly, they authorised such meodifications as might be thought
necessary subject to reference to the Chief Registrar of Friendly Societies and
to such conditions as he might impose. The relation of the new system to
private schemes might equally be regulated by provisions on these lines,

The Armed Forces and the Merchant Navy

45. Under the existing schemes there are special contribution arrangements
for the Armed Forces of the Crown which secure rights to the benefits of the
schemes on return to civil life. For the Merchant Navy there are also
special arrangements adjusted to the conditions of employment. These
special arrangements, with any necessary modifications, will be continued
under the new scheme,

Contributions

46. The new insurance Classes have been set out in paragraph 36.
The contributing Classes will be Classes I, 11 and IV. Members of these
Classes will pay contributions related to the benefits provided for their parti-
cular Class and for Classes IIT and VI. The benefits will be sickness benefit,
invalidity benefit, unemployment benefit, retirement pensions, benefits for
widows and death grant; and certain special benefits for mothers. Unem-
ployment benefit will be restricted to persons in Class I (employees) and
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including £12 million as the cost of paying allowances for the first child when
the parent is on benefit, is estimated at {69 million. The figure of £60 million
takes mo account of the provision which may be made for children under
school age, for which no estimate of cost can at present be given,

Cash Allowance

52. A flat rate cash allowance of s5s. will be payable for each child after
the first. This will be paid, not out of contributions, but out of general
taxation. The first child is excluded because it is reasonable to assume that
one child at any rate can be maintained from family earnings. But when the
head of the family is on benefit an allowance of 5s. a week will be payable out
of the Social Insurance Fund for the first child.

To whom payable

53. In the absence of special circumstances (such as divorce or separation)
the order for the payment of the allowance will be made out in favour of the
father as the normal economic head of the household. But it is regarded as
natural and appropriate that the mother should cash the order and it will
be drawn in such a way as to entitle her also to do so

Eligible Children

54. For the payment of family allowances, ** children ** will be taken to
mean those below the upper age-limit for compulsory school attendance and
those above that age-limit who are still at school full-time, or are apprentices,

up to the 31st July after their 16th birthday. Above those ages a child will
not be reckoned a member of the family.

Thus, if there are four children in a family aged 17, 13, 11 and g, no
account will be taken of the child aged 17 and there remain, therefore, three

ualified children, for whom two allowances will be payable. When the
child aged 13 leaves school, or after the 315t July following his 16th birthday
(if he is then still at school), the number of qualified children will be reduced
to two, and only one allowance will be payable.

55. The 315ta]u1y after the 16th birthday is a more convenient limiting date
than the birthday itself, because it fits in betler with the school-leaving
arrangements. If a child continues at school beyond this date any cash allow-
ance should be by way of educational grant on the basis of ascertained need.
The contributions which under the insurance scheme would normally be
payable from age 16 would then be excused (i.e. deemed to have been paid)
so long as education continues.

The Family Unit

56. The exclusion of one child in each family makes it important to define
the group of children who are to be regarded as a family unit. For this
purpose the unit will in general be the family by blood (and net, for example,
the household), including step-children and legally adopted children. Nor-
mally, no question of stopping the allowance will arise if, for example, a child
goes to live for the time being with some other relative. But if the pre-
sumption that the parent is the maintainer is upset, arrangements will have
to be made to reckon the child as a member of the family of the person
actvally maintaining it.

Persons abroad

57. The broad object of the scheme is to assist parents born and living in
this country, but it should also extend to the families, living in this country,
of British subjects born outside this country, or for the time being living
outside it. It will be necessary to frame a residence test for this purpose
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63. The contribution conditions for sickness benefit and unemployment

benefit will be brought into line, so that a contributor entitied to beneht of

* either kind will be entitled also, so far as contributions are concerned, to

benefit of the other kind. For this purpose, the new conditions will be on

the model of the present Health Insurance conditions. Thus there will be

a fixed benefit year, in which a contributor will be entitled to benefit of
either kind at the standard rate if he has had: —

(i) 26 contributions actually paid; and

(ii) 50 contributions, paid or excused, in the last complete contribution
year before the beginning of the benefit year.

Waiting Time s
64. For sickness and unemployment benefits there will be a waiting time
of three days, i.e. benefit will be payable only from the fourth day. Where

however, the sickness or unemployment has lasted for at least four weeks,
benefit for the first three days will then become payable.

Duration of Benefit

65. Sickness Benefit.—To a contributor who has 156 contributions actually
paid, sickness benefit will be paid for the first three years of any continuous
period of sickness. For this purpose, illnesses separated by less than three
months will be treated as a continuous period of sickness. 1f the contributor
has exhausted all the sickness benefit due to him, he will, so long as he
remains incapable of work, receive invalidity benefit at the same rate as the
tetirement pension, viz. 35s. (joint) or 20s. (single) (the rate for married
women will be lower—see paragraph 116 (ii)). Where the contributor has less
than 156 actual contributions (but at least 26) he will be allowed sickness
benefit for one year only, instead of three years. At the end of that year there
will be no invalidity benefit. :

66. Unemployment Benefit.—Unemployment benefit will be paid up to a
limit of 30 weeks in a continuous period together with additional days where
the contributor has a good record of employment in recent years. Separate
periods of benefit will, for this purpose, be treated as continuous if they are
separated by less than three months.

The Need for a Limit on Benefit

67. The Report recommended that both sickness and unemployment bene-
fits should be unlimited in duration, subject, in the case of sickness, to special
behaviour conditions, and, in the case of unemployment benefit, to the require-
ment of attendance at a work or training centre after a limited period of un-
employment. As already announced in Parliament, the Government cannot
accept this recommendation: they think it reasonable and prudent that
both sickness and unemployment benefits should have some limit attached to
them. As regards sickness benefit, the Government recognise the need for
more generous provision for long-term illness than is made in the present
insurance scheme, but they feel that sickness benefit of unlimited duration
would be psychologically unwise and would tend to encourage those subject
fo recurrent periods of sickness to lapse into chronic invalidity. As regards
unemployment benefit, they agree that training schemes are of the utmost
importance in preventing unemployment and in securing fluidity of labour,
and that claimants unreasonably refusing to undergo a course of training
should be disqualified from receiving benefit. They are satisfied, however,
that a requirement 1o undergo training after a certain period of unemployment
would not constitute an effective safeguard against possible abuse of benefit.
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be as much—if not more—dependent on good health for their earnings as
are the members of Class 1, and accordingly as much in need of benefit
for all periods of sickness, short or long. Moreover, the Class will include
certain categories who are fully insured against sickness under the existing
scheme—share-fishermen, outworkers, small contractors for service, and
voluntary contributors who are self-employed. Again, though the new scheme
will make it unnecessary to continue the existing provisions for voluntary
insurance, men and women will still transfer from employment to work on
their own account—from Class T to Class 1I., There will indeed be others
who do not make a clean-cut transfer from one Class to the other, but who,
in each year, do a certain amount of work in each Class, and contribute
accordingly.

73. It is estimated that there will be about two and a half million persons
in Class II and no doubt the great majority of them will be in an economic
position little if any different from that of the majority in Class 1.  The
conclusion might seem obvious, that all members of Class 1I should be
given the right to sickness benefit from the onset of illness. But there are
at least two formidable difficulties in the way—the cost to the insured person,
and the very real administrative difficulty of effective control over the payment
of benefit.

The Problem of Cost

74. The contribution that is required for persons in Class 11 is high—ys. 2d,
for men, 3s. 6d. for women—and, since there is no ** employer " to bear a
share of it as in Class 1, it falls wholly on the contributor. If sickness benefit
were made payable from the onset of illness instead of after the first four weeks,
as is proposed, the Class II contribution would have to be increased by
another 3d. a week

The Problem of Control

75. The more serious difficulty, in the Government's view, is to secure
effective control over the payment of benefit. An inefficient standard of
administration might seriously prejudice the success of the whole scheme. This
problem of control is particularly difficult when it relates to benefit payable
for short periods to people working on their own account, often in their own
home. Many people in these circumstances could often carry on with their work
and continue to earn their means of livelihood even though sick and confined
to their rooms. The fact must be faced that the Class II person, having elected
to work on his own account, will be in an entirely different position from the
employed person. It is impossible to assume that medical certification, no
matter how efficient, will be able to overcome all the difficulties of administra-
tion.

76. Sir William Beveridge was impressed by the formidable nature of these
difficulties, of which he rated the difficulty of control as the more serious.
While fully recognizing the need of many in the Class for full cover against
sickness, he concluded that they ought to carry the risk of their minor
illnesses and proposed that they should get benefit only ** if, and to the extent
that, the disability lasts more than 13 weeks.” He was aware that certain
persons (share-fishermen, etc.), who at present get benefit from the beginning
of an illness, would be worse off to the extent that they would get nothing
for the first 13 weeks; but pointed out that for prolonged illness they
would get altogether better provision than at present. The Report also
proposed that contributions should not be excused during the first 13 weeks of
illness.
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Insurance scheme provides dependant’s benefit. (The allowance will be
payable only in respect of one dependant at a time.)

80. Thus, a man or woman will be able to count as a dependant an invalid
father or widowed mother, o1 adult sister or daughter (subject to conditions
about residence, maintenance, etc.), or a housekeeper, whether resident or
non-resident, who looks after his or her dependent children. In addition, a
woman whose husband is an invalid and dependent on her will be able to
count him as a dependant. But a man who has a woman living with him
as his wife, or has living with him a person not related to him who keeps
house for him, will not be able to count her as a dependant unless he has
dependent children and she looks after them. The rate of the allowance
will be 16s8. except when the contributor is drawing invalidity benefit. Then
it will be 15s.

81. If there were a registration of dependants, as the Reporl suggests, it
is doubtful whether, even if an accurate and complete registration at the start
of the scheme were achieved, it would be possible to keep the register up to
date. Persons in work might well fail to notify subsequent changes, i.e. when
persons originally registered as dependants ceased to be dependent or when
persons not previously registered later became dependants. So, when claims
to benefit were made, the register could not be taken as decisive one way or
the other, and there would be scarcely any advantage in compiling it.

X—RETIREMENT PENSIONS
The Problem

8z. The prevention of want in old age is an objective of policy by which the
Government set great store. DBut it involves a problem with certain special
features, arising out of the fall in the birth-rate and the consequent rize in
the proportion of elderly people in the community. The Government Actuary
has estimated that in the twenty years from 1045 to 1965 the population of
pensioners over working age will grow from about 3,400,000 to 5,300,000, an
increase of about 1,900,000, whereas the number of contributors will be prac-
tically stationary at about 21,c00,000. In the next ten years, from 1¢65 to
1975, there will be a further increase of about 800,000 in the pensioner popula-
tion, while the contributing population will fall by over 1,000,000. Rather less
than one half of the increase in the number of pensioners in the first twenty
years 15 due to the gradual inclusion of the new classes who have to serve a
qualifying period. The result of these changes is that, whereas in 1045 it is
estimated that there will be 16 pensioners to every 100 contributors, there will,
by 1975, be about 31 pensioners to every 100 contributors.

83. This is the position as estimated on the assumption that the fertility and
death rates of the immediate pre-war vears will continue after the war. A
substantial improvement in longevity would materially add to the number of
pensioners, thus increasing still further the proportion of pensioners to con-
tributors. Any rise which might occur in the fertility rate would at once add
to the cost of children’s benefits, but it would enlarge the working population
only after an interval, and could no' make any appreciable difference to the
ratio of pensioners to contributors in the years under review.

Rate of Pension

84. The proposal in the Report was that the rate of pension to be payable
twenty years from the start of the scheme would be fixed now, at 4os. (joint)
and 24s. (single), and that contributions should be payable from the start
on the basis of this ultimate rate. The rate of pension was, however, to start
at 25s. (joint) and 14s. (single) and, for persons insured under the existing
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scheme, would rise by increments of 1s. 6d. (joint) and 1s. (single) every
second year until the full rate was reached at the end of twenty years, (For
persons coming into pensions insurance at the start of the new scheme, the
rate of pension was to vary according to the year in which retirement took
place, and once granted was to be fixed )

85. The Government have already announced that they cannot accept these
proposals (even though from the taxpayer’s point of view they have attrac-
tions because of the postponement of the main weight of expenditure), and
that, in their view, it is preferable that the new standard rate of pension, at
whatever rate it may be fixed, should be payable from the time the new
scheme comes into effect.

86. The Government recognise the general desire of the country that proper
provision should be made for old age, and they share it. But the steady
prospective increase over a period of years in the proportion of pensioners to
people of working age makes it of particular importance to take a prudent
view. In the result, the Government find themselves unable to ado
permanent rates of 4os. joint and 24s. single and propose rates of 35s. joint
and zos. single to take effect from the commencement of the new scheme.
Pensionable age will be 65 for men and 6o for women.

Increase of Pension: Postponement of Retirement

87. A contributor need not, of course, retire on reaching pensionable age.
Indeed, one of the results of the growth in the proportion of elderly people is
that it may well become a matter of vital importance to keep up the national
income by encouraging the continuance of productive work by those who have
reached pensionable age. In the war elderly people have turned to and
served the country well, in many active capacities, paid and voluntary. In
peace, there may be a similar call upon their readiness and ability to play a
constructive part in the national effort. i

88. The Government therefore propose that if anyone who has reached
Einsinnah]e age continues to work beyond that age, and retires and claims

is pension at a later age, the rate of pension will be increased by 2s. a week

(joint) and rs. a week (single) for each year of work after pensionable age.

8g. If a contributor who has once drawn a retirement pension again becomes
employed he will be exempt from payment of contributions, though his
employer will have to pay the employer’s share. This means that he will not
be able to earn a higher pension by subsequent contributions.

S ——

I S

Joint Pension

go. The joint pension of 35s. will be payable on the husband’s retirement,
provided that his wife is living with him or is wholly or mainly maintained by
him, and, if under pensionable age, is not gainfully occupied. The joint
pension will normally be paid to the husband but, where the wife m
pensionable age and makes application for separate payment, a pension of 15s.
will be paid to her and the husband’'s pension will be reduced to the smﬁ
rate of zos. It is felt that such a division is justified on the ground that the
pension is mainly provided from the husband’s contributions and it would be
inequitable to pay him a lower rate than that which the scheme provides for
a single person. 4

9r. Where a wife of pensionable age is living apart from her husband and
is not wholly or mainly maintained by him joint pension will not be payable
on the husband’s application. Pension will be payable to the husband at the
rate of 20s., and, if application is made by the wife, a pension of 15s. will be
paid to her,
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g2. If a wife under pensionable age is gainfully occupied or is living apart
from her husband and is not wholly or mainly maintained by him, a 5ing;e
pension of 20s. will be payable to the husband, and no pension will be
payable to the wife from his insurance.

93. Where a wife has been insured in her own right she will be entitled,
on retirement on or after age 60, to pension at the single rate for which her
contribution record qualifies her, whatever her husband’'s age and earnings.
He also will be entitled, subject to his contribution record, to single pension
on retirement at or after pensionable age. When a man has retired on pension,
his wife, if she is entitled to pension in right of her own contributions, can
take either that pension, or the share of the joint pension to which she is
entitled on her husband's record, whichever is the more favourable.

Retirement Condition

To qualify for pension a contributor must not only be of pensicnable
age and satisfy the contribution conditions; he must also have retired from
work. When a contributor makes application for a pension, either on attaining

nsionable age or later, he must make a declaration that he intends to retire
g':om work. The date on which he intends to retire will normally be the date
from which pension will be awarded. This does not mean, however, that
he may not work afterwards; he may do so whenever he likes, but his pension
will be reduced for each week in which he has substantial earnings. Earnings
up to 20s. will be ignored, and the amount of earnings in excess of this figure
will be deducted from the week’s pension based on his insurance (whether it is
being paid jointly or separately). A wife’s earnings will also be taken into
account if a joint pension of 35s. is being paid to the husband or if she is
drawing a separate pension in respect of his insurance, but the husband's
share of a joint pension (or his pension, if separate pensions are being paid)
will not be reduced on account of his wife's earnings. Each week, when
drawing his pension at the Post Office, the pensioner will have to declare
whether he (and, if necessary, his wife) has earned more than 20s. in the
ious week., If he has not, his pension will be paid in full by the Post
e; if he has, and so cannot sign the declaration, the Post Office will not
y and the gnsiﬂﬂer will report the amount of the earnings to the local Social
. r::;ce , Where the necessary adjustment to his week’s pension will
made.

05. It must be accepted that there is a risk of abuse in such a plan and
obviously in Class II (the self-employed) it is very difficult to ascertain pre-
cisely either the fact of retirement or the amount of earnings except at the
cost of investigations and inquisitions which would be regarded as beyeond all
reason.

g6. It will not be necessary to adjust the pension week by week in all cases
where the pensioner is earning. 1f he obtains regular employment at a wage
exceeding 20s. a week but not exceeding 55s. (where a joint pension is
payable) or 40s. (where a single pension is payable) it will be possible to award
a pension at the appropriate reduced rate; he will then be required to declare
each week whether there has been any change in his earnings.

g7. Primarily the rates of retirement pension are designed for contributors
who pay the new rates of contribution from their 16th birthday till their
Hboth (women) or 65th (men). On this basis no contributor could
claim a pension until forty-four years after the start of the scheme; but
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Group B

100. Those in this group will generally be in receipt of, or entitled to claim,
an old age pension of 10s. a week; but a few will not have fulhlled the
conditions, Existing old age pensioners who have retired will have their
pensions of ros. converted into retirement pensions at the full basic rates (see
paragraph 86); if later they do any work, their earnings will not reduce their
pension below 10s. a week. If an old age pensioner has not yet retired, he
will continue to draw his 1os. a week until he decides to retire, when he
will get a retirement pension at the basic rate.

Group C

101. Those in this group will not be able to claim an old age pension of
10s. a week on reaching pensionable age, but having reached that age they
will be eligible for retirement pensions when they decide to retire from work.
The rates of pension and the retirement conditions. including postpone.nent
of retirement, will be the same for them as for group A. The contribution
conditions (paragraph g8) will, however, be modified as follows: —

(i) They must have been insured at least 5 years.

(i) They must have paid 104, not 156, actual contributions. (These two
conditions apply in the existing scheme.)

(iii) The%r must have a yearly average of at least 50 contributions paid or
excused. It will, however, be impossible to apply this condition over the
whole working lite, as the complete contribution record may not be available
and insurance did not necessariiy run from the 16th birthday. The test
under the permanent scheme will, therefore, be modified for this group by
making it apply retrospectively to a period not exceeding 10 years before
the start of the new scheme, and giving an apprepriate credit for insurance
and contributions in that period. This credit will ensure that the position
of persons who have a good record of contributions up to the start of the
new scheme will be fully safeguarded. If the average on this modified
basis falls below 50 the rate of pension will be reduced as shown in

paragraph gg.

Group D ‘

102. Those in this group will be required to contribute for 10 years before
becoming eligible for retirement pensions. Otherwise, all the conditions which
apply to group A will apply to this group except that the average number of
contributions paid or excused will be calculated, not over the whole working
life, but over the period from the date of the commencement of the new scheme
to the date when the contributor reaches pensionable age or completes 10
years insurance, whichever is later.

103. Persons in this group who are within 10 years of pensionable age when
the scheme commences will obviously be in a special position, since
they will not be able to fulfil the necessary conditions until some time after
reaching pensionable age. For those who remain in employment until the
to years period has been completed, the contributions paid in respect of that
employment will coum towards satisfying the contribution conditions for
pension. - Those who retire before the end of the 10 years will be given an
option: they may either continue to pay contributions at the Class IV rate,
after reaching pensionable age, in order to qualify for retirement pension; or
they may claim a refund with interest of the pension element of their share of
contributions which they have paid, and forgo any right to pension.
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Non-Contributory Pensions

104. Non contributory pensions of 10s. a week are at present payable to
persons of 70 whose yearly means (after certain deductions) do not exceed
{26 5s. od. If the yearly means exceed this figure, the pension is reduced
on a sliding scale. In the changed conditions created by the new scheme there
is no case for retaining these non-contributory pensions for persons under the
age of 70 at its inception. Existing pensioners will receive the new rate of
pension, subject to an appropriately adjusted means scale. Those aged 70
and over when the scheme takes effect, who are not pensioners at that date
(e.g. owing to excess of means), will remain eligible for, and will be entitled to
receive, any pension for which they may from time to time be qualified
(e.g. through reduction of means).

Sickness and Unemployment Benefit after Pensionable Age

105. Where a person in Class I who has reached pensionable age remains at
work and then falls sick or becomes unemployed, sickness or unemployment
benefit will not be payable at the normal rate, but at a rate equivalent to the
retirement pension which would have been payable if he had retired when he
became sick or unemployed. The same will apply to a person in Class II
who falls sick.

XI—MARRIED WOMEN
The Housewife

106. The last census showed that seven married women out of eight were
not in gainful occupation. Their primary need is, therefore, support when
their husbands’ earnings are interrupted by sickness or loss of employment;
and there are special needs in connection with maternity. The Government

ropose to cover these needs and to relate the benefits substantially to the hus-

nd’s position in insurance,

The Employed Married Woman

107. In a minority of cases a woman re-enters or remains in employment
after her marriage. Her ?osition is then, in many respects, a special one.
For one thing, if her employment is interrupted she still has her husband’s
earnings to maintain the home. Again, experience of health and unemplg—
ment insurance has shown that there are special difficulties attaching to the
insurance of married women. It is hard to be sure whether she is really in the
field of employment, and experience of this difficulty led to the introduc-
tion of the Anomalies Regulations as a safeguard in respect of unemploy-
ment benefit. Experience has also shown that there is in any event a higher
incidence of sickness among married women, and this, taken in conjunction
with the further fact that they have not the same inducement as single women
to get back to work after a period of sickness, made it necessary to introduce
a lower rate of sickness benefit for married women. For these reasons a
possible course would be to exclude married women altogether from insur-
ance. The Government do noi propose to take this course; in some parts of
the country a considerable proportion of married women engage in empl
ment and have been in the habit of paying contributions and receiving
in their own right.

Insurance or Exemption

108. On marriage a woman insured before her marriage will be required
to choose whether to be insured in her own right in whatever Class is appro-
priate from time to time (i.e. Class I, I or 1V), or to be exempt and rely
on her husband’s insurance. In order, however, to confine insurance against

= ey it B



27
sickness and unemployment to those whose employment 1s more than casual,
married women earning 20s. a week or less will be compulsorily exempt from
insurance in Class 1 or Class II.

109. In view of the special position of married women as stated in para-
graph 107, the gainfully occupied married woman who remains in insurance
will receive sickness benefit, and (Class 1 only) unemployment benefit, at a
rate lower than the standard rate. And in this particular case there must
be a departure from the principle otherwise adopted, in that sickness benefit
for insured married women will be at a lower rate than unemployment benefit.

110. It is not. however, proposed that the woman who chooses on marriage
to be insured in her own right should always start a fresh insurance life. Sub-
ject to the special conditions referred to in paragraphs 112 to 114 she will
retain her pre-marriage record.

111. The reason for allowing a married woman to insure in Class 1V is to
permit her to qualify for pension in her own right. There would be a strong
case for this where, for example, a woman married a man who had recently
come from abroad and could no¢ build up sufficient contributions to enable
him to qualify for more than a small pension.

Special Conditions

112. Two special conditions will be imposed. First, in order to retain
her right to pay Class IV contributions and, if gainfully occupied, her quali-
fication for sickness or unemployment benefit, a married woman must have
at least 45 contnbutions paid or excused in each contribution year. Second,
a married woman will not be entitled to a pension by virtue of her own insur-
ance unless the total number of contributions paid or excused in any Class
since her marriage represents not less than one half of the number of weeks
since marriage,

113. If a married woman who has dropped out of insurance re-enters gainful
occupation and chooses to be insured again, she can requalify for sickness and
unemployment benefit by 52 weeks of insurance and the payment of 26
contributions. This will also restore to her the right to continue insurance
for retirement pension by payment of Class IV contributions if she ceases
gainful occupation,

114. A woman who is already married and insured on the day the scheme
comes into operation will be able to choose insurance or exemption, but a
married woman who was not insured immediately before the start of the
scheme will be able to enter insurance only if she takes up gainful occupation.
If she ceases gainful occupation after a substantial period of insurance she
will be allowed to insure in Class IV to preserve her pension rights.

115. These conditions may seem elaborate, and in some respects restrictive,
but if a married woman is to be allowed to choose the course which suoits her
better it is necessary in the interests of insured persons generally to ensure
that she is not given a second chance to enter insurance except on strict con-
ditions. The conditions here set out are no more than necessary to secure
this end and are not in themselves unreasonable.

Benefits
116. The benefits which will be available to, or in respect of, married
women are as follows: —

(i) Sickness and Unemployment.—For those who are not insured in
their own right there will be no benefit when the woman herself is
sick or unemployed, but when her husband is on benefit it will be paid at
the rate of 4os. instead of 24s., subject to his contribution record and to
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of £10, would require an extra 3d. a week in the contributions of all women
in Classes I and II. The Government do not consider the benefit attractive
enough to justify this extra charge.

On the second, the Government feel that the question whether loss of
maintenance is the fault of the wife is not one which should be determined
by a Department responsible for administering the social insurance scheme.
The wife must seek other remedies open to her to secure maintenance.

Anomalies Regulations

119. Reference has been made in paragraph 107 to the Anomalies
Regulations. The mischief at which they were aimed is, in the Government's
view, a rzal one; but they do not feel that special Regulations of this kind,
which deal with an abuse prevalent in a particular class yet not peculiar to it,
should be a feature of a universal system of social insurance. 1t is therefore
proposed to abolish the Married Women Anomalies Regulations and instead
to have general regulations intended to exclude from unemployment benefit
those who are not really available for employment, single people as well as
married, and men as well as women.

The Unmarried Mother

120. Maternity grant, maternity benefit and attendant’s allowance will be
available to single women on the same terms as for married, except that title
will rest on the woman's own insurance.

XI1.—WIDOWS
Benefits
121. The provision for widowhood made under the existing scheme (apart
from allowances for dependent children) is a pension of 10s. a week. This
pension is payavle throughout widowhood, however young a woman may
be when she is left a widow and whether or not she has dependent children.
The Government feel that this provision does not properly meet the varying
necds of widowhood at different ages and in differing circumstances and
that it must be revised so as to: —
(i) provide temporary weekly payments at a relatively high rate to help
a widow in the period of economic readjustment which will normally follow
her husband’s death (but see paragraph 12z (i));
(i) make special provision for the widow if she has dependent children;
(iii) give a pension equal to retirement pension to a widow who has
been married or had the care of her children for a long time and who at
the time of her husband’s death, or when her youngest child ceases to be
dependent on her, has reached an age at which she may find it hard
to take up paid work again.

At the same time, the Government feel that, although accruing rights under
existing schemes need nct be preserved in all cases, it would not be fair to
disregard them in the case of women married, at the start of the new scheme,
to men insured for widows' pensions under the existing scheme. The main
inducement to the many thousands of voluntary contributors who entered the
scheme was the provision which it held out for widowhood (see paragraph r26).

122. The Government accordingly propose to introduce the following
benefits : —
(i) Widow's Benefit ot 3bs. a week payable for the first thirteen weeks of
widowhood to women widowed before age 6o, and to women widowed
after that age whose busbands had not qualified for retirement pension.
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(1) Yearly average of contributions paid or excused. A yearly average
of 50 contributions paid or excused will be required, but credit will be
given for insurance prior to the start of the new scheme, on the same
lines as for retirement pension (see paragraph ror (iii)). If the average
is below 50, the rate of pension wiil be reduced.

A pension of 10s. a week paid to a widow under the arrangements
described in this or the preceding paragraph will not be reducible on account
of earnings; and if she is drawing guardian’s benefit or widow's pension of
zos. a week in place of the 1es. pension, that benefit or pension will not
be reducible below 10s. a week on account of earnings.

127. Women married after new scheme starts to men insured under existing
scheme. The contribution conditions will be: —

(i) {mtial gqualifying coniributions. A minimum of 156 actual contribu-
tions paid since the husband last became insured;

(ii) Yearly average of coniributions paid or excused. A yearly average
of 50 contributions paid or excused will be required, credit being given for
past insurance on the lines referred to in the last preceding paragraph.
1f these conditions are satisfied, widow’'s benefit, guardian’s benefit, or

widow's pension of 20s. a week will be payable to a widow otherwise
qualified.

128. Widows of men who become insured at the start of the new scheme,
The contribution conditions will be the same as in the preceding paragraph
except that the average will be calculated over the period from the start of
the new scheme to the date of death.

If these conditions are fulfilled, widow’s benefit, guardian’s benefit or
widow’s pension of 20s. a week will be payable to a widow otherwise
qualified. :

Position of Widows in Relation to Retirement Pension

12g9. If a widow on reaching the age of 60 was entitled to either widow's
benefit, guardian’s benefit or a widow's pension (other than a I0s. pension
payable under the existing scheme or the transitional arrangements) she will,
when her title to that benefit or pension ceases (otherwise than by remarriage),
become entitled to a retirement pension based on her husband’s insurance.

130. A woman over 60 at the death of her husband will then or on cessa-
tion (otherwise than by remarriage) of her right to widew's or guardian's
benefit be entitled to a retirement pension based on her husband’s insurance.

131. There remains the case of the woman widowed under 60 who on
reaching that age was not entitled to any of the widowhood benefits. For
contributions relating to retirement pension. she may rely upon her own
record throughout, or on her husband’s record up to the date of his death,
and her own record thereafter, or on her own pre-marriage record, her
husband’s record during marriage, and her own record thereafter. (Where
the widow has been married more than once, the relevant record will be that
of her last hushand.g These arrangements will also apply to a woman who
between the start of the new scheme and her 6oth birthday qualifies for
a 10s. pension under the transitional arrangements, but her retirement pension
will not be reducible, on account either of earnings or deficient contributions,
below 10s.

A widow who at the start of the new scheme is in receipt of a 10s. pension
under the existing scheme must rely on her own contribution record through-
out, but if she is then between 50 and 60, and will not have completed
I0 years insurance when she reaches 60, her ftitle to retirement pension will
be based on her record from entry into insurance up to her 6oth birthday.
Her pension will not in any event be reduced below 10s.
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In calculating the 28 days, periods in hospital separated by a short interval
(still to be fixed) will be treated as continuous,

140. The special rate will be applied to the following benefits: sickness and
invalidity benefit, maternity benefit, widow's benefit, guardian’s benefit,
widow's pension and retirement pension.

141. Since family allowances are intended to be a general contribution to the
needs of families with children, no reduction will be made in family allow-
ances while a child is in hospital; nor will a 5s. family allowance be paid to
the anthorities of any hospital (or other institution) in which a child is being
maintained.

142. There are special considerations affecting old persons who are being
maintained in institutions or homes for reasons other than sickness.  The
arrangements for them are under consideration,

XV—TREATMENT OF THE BLIND

143. Under the proposed insurance scheme most blind persons will have
been insured before the onset of blindness and they will therefore on the usual
conditions become entitled to sickness or invalidity benefit if their blindness
prevents them from working, and to retirement pensions at the appropriate
age.

144. The Disabled Persons (Employment) Act, 1944, which will be brought
into operation at the appropriate stage in the transition from war to peace
conditions, is designed to facilitate the employment of disabled persons gener-
a].lly (including the blind), and will mean that fewer blind people will have to
rely on insurance benefit or assistance. Employers will be required to employ
a quota of disabled persons under ordinary conditions, some classes of employ-
ment will be reserved for the disabled, and workshops will be established under
the control of the Ministry of Labour and National Service to provide employ-
ment under sheltered conditions for those who are so severcly disabled that
they could not otherwise get employment. The Ministry of Labour can make
payments to any voluntary association or local authority or any specially
established company for expenses incurred by them in providing, under

arrangements made with the Minister, special facilities for the employment of
disabled persons.

145. In these new circumstances the Government propose that the respon-
sibility for cash payments to the blind, other than insurance benefits and
remuneration for empl nt, should rest on the central Department respon-
sible for administering National Assistance; that the general responsibility for
other special welfare services for the blind should remain with the local
authorities; and that the system of paving non-contributory pensions to the
blind should be brought to an end. Persons who have blind pensions when
the new scheme starts will keep these; and the rate of pension may be increased
for them as for other non-contributory pensioners. (See paragraph 1o4.)

146. These arrangements are in line with the proposals in the Report, which
recommended in addition a special system of partial incapacity allowances.
Apart from the difficulty of assessing the degree of incapacity of people only
partially disabled by blindness, the Government see no need to institute a
special system of allowances for partial incapacity. A blind person who 1s
whnlgy incapable of work will normally be entitled to sickness or invalidity
benefit; if he is only partially incapable he will get sheltered employment; and
if his benefit in the one case, or his earnings in the other, are not sufficient for
his needs. he will be able to get additional help in the form of National
Assistance.
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reviewed. At that stage it may well be found that some other form of adminis-
trative organisation is more suitable or that some rearrangement of central
machinery may be desirable.

154. Responsibility for the bringing into operation and administration of
the Family Allowances scheme will also be assigned to the Minister of Social
Insurance.

155. The present work of the Assistance Board is closely associated with the
pensions and unemployment insurance schemes, responsibility for which will
be transferred to the new Minister, and the Government propose that Minis-
terial responsibility for the Board’s work should be placed on him.

156 The question whether it is desirable to establish a Social Insurance
Statutory Committee on the lines of the present Unemployment Insurance
Statutory Committee must be reserved for decision when the plan of the
new organisation is pearer finality.

Local Offices

157. Under the new scheme a wide network of local offices will be
established at which the public may lodge claims, seek information or
guidance, and obtain payment of certain benefits. Sickness benefit will be
payable, according to the claimant’s choice, either by postal draft or in cash
at the local office to a deputy appointed by him, but where in the circum-
stances of his case neither of these methods is appropriate it will be paid in
cash at his home. For some benefits it will be more convenient for payment
to be made through the agency of other Departments, e.g., the Post Office
for pensions and the Employment Exchanges for unemployment benefit.

. Employment Exchanges

158. The Report proposed that the task of placing people in work should
either be transferred from the Ministry of Labour and National Service to a
Ministry of Social Security or at any rate be conducted at the local Security
Offices. In the Government’s view neither of these snggestions would be right.
Unemployment benefit is designed merely to fill a temporary gap in wage-
earning employment. The latter should represent the insured person’s normal
condition. The employment service fulfils two functions: it helps the worker
to secure sunitable employment and it enables industry to obtain labour as
quickly as possible. There must be a close connection between paying unem-
ployment benefit and placing people in work, but to make the organisation
of the latter dependent on that of the former would be to put the emphasis
in the wrong place. The employment service should remain in the Employ-
ment Exchanges and under the Ministry of Labour.

XVII—-NATIONAL ASSISTANCE

159. It has been stated that when the new insurance scheme is in operation
there will be in reserve the National Assistance scheme to meet the require-
ments of the specially necessitous case. The Government propose that the
scope of National Assistance (now confined broadly to persons in receipt of old
age pensions, widow pensioners with children and able-bodied persons normally
employed in insurable occupations) should be extended to incinde financial
assistance to all on proof of need; and that the administration of National
Assistance should be centralised in one Department.

160. Detailed proposals for bringing to an end the present system of public
assistance are being worked out and will include any necessary adjustments
of the existing provisions relating to the '‘ disregard '" of certain types of
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165. In the result, therefore, they have been reluctantly forced to the
conclusion that it is not practicable to retain Approved Societies as agents
on any basis, and that the only sound course is to administer benefits solely
through the Social Insurance Department. In view of the importance of
the matter, it has been thought desirable to set out in detail the considerations
which have led the Government to this conclusion, and these are given in
Appendix II, together with a summary of the alternative proposals made in
the Report and of the wider proposals submitted on behali of the Approved
Societies.

166. The Social Insurance Department will work largely through local
offices and will thus maintain close contact with the insured population. The
Government are satisfied that, with the number of persons who have had
practical experience in administering the existing health and unemployment
insurance schemes and other social services, the Department will be able to
obtain an adequate staff of officers of the right type and suitable qualifica-
tions to whom the necessary measure of responsibility can be entrusted, and
s to provide a service that will be efficient and in accord with the needs and
convenience of insured persons.

Unemployment Benefit

167. The Government have at the same time decided that the payment of
State unemployment benefit through Trade Unions in accordance with Sec-
tion 68 of the Unemployment Insurance Act, 1935, cannot any longer be
justified and they propose to abelish that arrangement. Nor, in abolishing
the special schemes of unemployment insurance for the banking and insur-
ance industries, do the Government propose that the organisations which have
administered those schemes should act as agents for the payment of unem-
ployment benefit.

XX.—THE FINANCE OF THE SCHEME

168. The finance of the scheme is explained fully in a Memorandum by the
Government Actuary which forms Appendix I to this Paper. The Memo-
randum gives in detail the contributions to be paid for the vanous Classes
and shows how they have been arrived at. It also contains a series of tables
showing the estimated cost of the scheme at different dates, and the distribution
of the load as between the contributor and the general taxpayer. The Memo-
randum is one which requires study as a whole but there are certain outstanding
features which should be mentioned here.

Tripartite Scheme of Contribution

~ 169. The method of financing the scheme by contributions from the bene-
ficiaries, their employers (where they have one) and the Exchequer, which has
been an essential feature of British Social Insurance, is being continued.

For the main benefits (except unemployment benefit) five-sixths of the
necessary contribution will be derived from the insured person and his employer
(if he has one) and one-sixth from the Exchequer. For unemployment Igeneﬁt
the contribution will continue to be shared equally between the employed
person, his employer and the Exchequer.

In addition the Exchequer bears the cost of admitting the existing population
of all ages to the same benefits as are given to those who enter at age 16
and pay contributions throughout their working lives.

National Health Service
¢ 170. Towards the cost of the National Health Service insured men and
women will contribute rod. and 8d. a week respectively. Of this the employer
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the new scheme to the Exchequer and local rates is estimated at £74 millions.
It iz not possible at the present time to allocate this increase of 74 millions
between the Exchequer and local rates.

175. The estimates given in the Government Actuary’s Memorandum do
not take any account of the Government's proposals under the scheme of
Family Allowances to increase substantially the benefits given in kind to
children. These proposals, as stated in paragraph 51 of this Paper, are estimated
ultimately to involve expenditure of the order of £60 millions a year in the

rovision of meals and milk for children at school. This is exclusive of the
rovision for children under school age, for which no estimate can at present

e given. Nor do the estimates in the Government Actuary’'s Memorandum
take account of the proposals referred to in paragraph 71 of this Paper for
training allowances to unemployed people who take courses of approved
training. As stated in that paragraph, the cost of these allowances will be
met from the proceeds of taxation and although an annual contribution from
the Social Insurance Fund of an amount not exceeding £500,000 will be made,
this is no index of the prospective cost of the training scheme to public funds.

Financial Adjustment with Local Authorities

176, The introduction of the new scheme will involve a financial adjustment
between the Exchequer and local rates on account of a number of services,
particularly the National Health Service and Public Assistance, and also the
school meals and milk service. Until this adjustment has been worked out
after discussion with local authorities, it is not possible to make an allocation
of the charges falling respectively on taxes and on local rates.

Estimate of Unemployment
1%7. It will be seen from paragraph 8 of the Government Actuary’s Memo-
randum that the Government have instructed him to assume, for the purpose
of framing his financial estimates, a notional figure of 8} per cent. of insured
ns out of work. This needs explanation. It does not mean that the
vernment expect that year in year out this will be the percentage figure of
unemployment; they hope it will be lower. But in framing estimates, assump-
tions have necessarily to be made and in making the calculations for a scheme
of such magnitude it was thought a matter of financial prudence to assume

a figure of 8% per cent.

Assets of Existing Schemes

178. The inclusion in the estimated income of the new scheme (see
Table VI in the Memorandum by the Government Actuary) of a sum of
£15 millions on account of interest on existing funds is based on the setting
free of sums amounting to some £550 millions which, at the start of the new
scheme, will be standing to the credit of the exis nl_[:F National Health Insurance
funds, pensions accounts, and unemployment fund. Of this amount, approxi-
mately 245 millions represent moneys in the National Health Insurance funds

consisting chiefly of the assets of Approved Societies.

179. Under the Government's proposals social insurance will no longer
be administered through a number of independent financial éntities and it will
be unnecessary therefore to accumulate actuarial reserves for any part of the
scheme. The funds which stand to the credit of Approved Societies consist
mainly of the reserves, accumulated over a long period, which would have
been required under the existing system to enable the individua] societies to
meet in future their statutory liabilities to their present members; though to a
minor extent also they comprise surplus funds which would in due course
have become available for the provision of additional benefits over a limited

period.
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APPENDIX I
Memorandum by the Government Actuary on the Finanee of the
Government’s Proposals

In this memorandum the value of the social insurance benefits is expressed
in terms of contributions, and estimates are given of the expenditure and
income in a series of Iuture years, under the Government's proposals in Part 1
of the White Paper on Social Insurance.

SUMMARY oF THE Prorosalrs

1. For convenience of reference the cash benefits payable under the Govern-
ment’s proposals to or in respect of a person aged 18 or over (referred to here-
inafter as an adult) insured as a contributor in Class I, i.e., a person normally
working for an employe:, are summarised below.

Sickness, Invalidity and Unemployment Eenefits and Retirement Pensions
The weekly rates of benefit are: —

) Unemploy-
Sickness Invalidity ment Retirement
Benefit Benefit Benefit Pension

8. . 8. s d. 5 d.
Single man or woman ses
Married man with gainfully occu- 24 0O 20 O 24 O 26 0
pied wife
Married man with wile not gainfully 40 o 35 O 40 0 35 ©
occupied
Married woman, gainfully occupied... 16 o 16 ¢ 20 D 20 O
Dependant's allowance, where 16 o 15 @ 16 o —
payable

The above rates are increased by s5s. where the beneficiary has a single
lependent child, or, if he has more than one such child, by 5s. in respect of
the first child.

For sick persons who are maintained in hospital the ordinary rate of benefit
or pension is subject to a reduction of 105. a week commencing alter 25 days
of residence.

Sickness benefit is payable for not more than 3 years of ' linked-up "'
sickness, and when exhausted is followed by invalidity bencht. Unemp.oy-
ment benefit is payable for not inore than 30 weeks of *‘ linked-up ' unem-
ployment (subject to the provision regarding additional days for persons with
a good record) and when exhausted may be followed by payments under
national assistance. 5Spells vl sickness or of unemployment are ** linked-up "
if separated by less than 3 months. :

Retirement pension is payable at age 65 (men) or 6o (women) or later, on
cessation of work. Deferment of pension, and payment of further insurance
contributions after the pensionable age, entitles the pensioner to an increase of
Is. a week (2s. in a joint pension) for each further year's contributions paid.

Benefits to Widows

(1) Widow's benefit at 36s. a week (with the addition of 5s. if she has one
or more dependent children) for the first 13 weeks of widowhood; followed
either by :

(i) Guardian’s benefit at 245, a week (pluz 5s. for the first child) if, and for
s0 long as, she has dependent children, and widow’s pension at 208, a weck
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on termination of guardian’s benefit if she is then over 50 and not less than
10 years have elapsed since marriage; or by s

(iiif) Widow’s pension at 20s. a week if (having no dependent children) she
was over 50 at widowhood and had been married for not less than 10 years.

Maternity Benefits

(i) Maternity prani of £4 to all married women and to other women who
are contributors in any Class.

(i) Maternily benmefit at 36s. a week for 13 weeks to gainfully occupied
women, whether paying contributions or exempt.

(i) Attendant’'s allowance at 20s. a week for 4 weeks to married women

who are not gainfully occupied and to other women who are contributors
in Class IV.

Death Grant

(i) On death of an adult, whether a contributor, wife or dependant: a
payment of f20.

(ii) On death of a dependant or contributor under age 18: if under 3 years,
£6; between 3 and 6, £10; between 6 and 18, [15.

Title to benefit or pension at the full rate depends in most cases on the
satisfaction of certain contribution qualifications by the person on whose
insurance the payment arises. Further, in the early years of the scheme,
pension and widows’ benefits and grants on death will be subject to special
conditions under transitional arrangements.

2. Persons falling into Class Il, viz,, those tollowing a gainful occupation
but not working for an employer, are insured for the same benefits as Class 1
except that (i) they are not eligible for unemployment benefit and (ii) they
receive sickness benefit nnl‘y from the fifth week of illness, with modifications
in the case of residence in hospital. Persons of working age (other than
married women) who are not gainfully occupied are compulsorily insured in
Class IV but are not eligible for sickness and unemployment benefits.

3. Forming part of the Government's proposals, but not among the social
insurance benefits, are the universal schemes for a national health service,
family allowances and national assistance. The health service does not
include any benefits by way of cash payments and is relevant fo this memor-
andum only in that {i{a contribution towards the cost of the service is to be

art of the social insurance contribution, and (ii) its total cost falls to be

ught within any budget covering the expenditure under the various heads
of social insurance and allied services. Similarly, such a statement should
include the cost of the family allowances—at the rate of 55. a week for every
child under age 15 (or up to 31st July following age 16 if the child is at
school) except the first such child in a family—and the cost of national assist-
ance payments, which supplement social insurance benefits, or take their
place where they are not payable, according to the individual needs of the
recipient.

4. The estimates included in this memorandum do not cover the pu'?omd
new scheme for industrial injury insurance which is to take the place of the
present workmen's compensation scheme. This is being dealt with separ-
ately, except that the requisite contribution for emplo persons will be
included with the social insurance contribution in a stamp.

5. Contributions, at the rate for the appropriate Class, are payable com-
pulsorily by all persons (except married women) aged between 16 and the
minimumn pensionable age of 6o (women) or 65 (men) and by persons over the

n
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nsionable age who continue at work. Payment of contributions is excused

e., for certain purposes they count for benefit as if paid) to full-time
students, to unpaid apprentices and to persons who are unemployed (if in
Class I) or sick (if in Class I or II) or in reampt of the weekly maternity
benefit (if a woman in Class I or 1I) or widow's or guardian’'s geneﬁt (if a
widow in Class IV). Exemption from payment of contributions may be
claimed by persons in Class II or IV whose total income is less than [75
a year but the unpaid contributions are not excused, i.e., they are not
deemed to have been paid in assessing rights to benefit. Special options as
to payment of contributions and special conditions as to compulsory exemption
l'n certain circumstances apply to married women only.

appropriate rates of contribution for the several Classes are set out
helﬂw their basis being described in the following paragraphs: —

Weekly Rates ot Contribution for Socia! Insurance and Health Service

Class 1

Class IT | Class IV

Insured
Person | Employer Total
8 d, 8, d. | g d. 5 d s, d
Men i :
Aged 18 and over ... 3 7 2z | & s 4o 3 4
Between 16 and 18 z 3% TI | 4 3 2.0 2. 4
WoMEN ]
Aged 18 and over ... 2 10 2. Fg SRy 3 6 2. 8
Between 10 and 18 1 It TG ey zZ 5 I 10
1

It is fo be noted that, when t_he contributions to be charged under the
separate scheme for industrial injury insurance, viz., 6d. for men and 4d.
for women aged 18 and over, are added, the tc-tal rates of contribution for
adults in Class I will be 6s. 11d. for men and 5s. 5d. for women, of which
the insured person’s share will be 3s. rod. for men and 3s. for women. In
the case of contributors under the age of 18 the contributions for industrial
injury insurance are 3d. for boys and 2d. for girls, shared equally between
the insured person and the employer; the total rates of contribution for
these persons will thus be 4s. 6d. and 3s. 7d., of which the insured person's
share will be 2s. 5d. for boys and 2s. for girls.

ACTUARIAL Basis oF THE ESTIMATES

6. In the estimates which follow | have made use of the most recent pre-
war data relating to mortality, marriage and other vital statistics, and have
assumed the maintenance, after the war, of fertility rates and death rates at
the immediate pre-war level. I have not allowed for an increase in longevity
in the future —which might substantially affect the cost of pencions in later

rs—or for a change in the fertility rate (either upward or downward)
which would affect the cost of family allowances at once and, in due course,
the other items of expenditure as well as the contribution receipts It
is not to be understood from this that in my considered view stabilisation
at pre-war levels represents the most probable trend over the period to which
the estimates relate but that, for the particular purpose of these estimates
and in view of the uncertainties due to the war, it has been thought better
to adopt the assumption indicated rather than to allow for conjectural
madifications of recent experience or to prepare estimates on alternative
bases, either of which courses would appear inappropriate at the present time,
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#. As regards sickness benefits 1 have assumed that sickness claims® will be
at rates averaging 12} per cent. above those adopted in the present national
health insurance scheme, having deemed it essential, in view of the funda-
mental changes from the existing scheme, to provide for an appreciably higher
claim rate than that prevailing hitherto., Two factors should be mentioned:
first, there has been a considerable increase of sickness claims of short dura-
tion during the course of the war and, secondly, the scale of benelits proposed
(including dependants’ allowances) is substantially higher than the exist-
ing benefits of the national health insurance scheme. While I have taken the
favourable view that the current heavy sickness is a result of war-time diffi-
culties and will gradually pass away, I have thought it right to make some
allowance for the second factor mentioned. The addition I have made to
the sickness rates deduced from the experience of the past, under materially
different conditions, is, however, of moderate amount and if it is not to be
exceeded a high standard of medical certification will be essential, as well
as the active co-operation of the insured persons themselves, supported by
adequate arrangements for medical referees and sick visiting.

8. In fixing the contribution for unemployment benefit, and assessing the
corresponding expenditure, I have assumed that, on average, 8} per cent.
of insured persons will be out of work at any time, i.e., an over-all rate
of unemployment among the p-cg:u]atinn in Class I corresponding to 10 per
cent. for the occupations covered by the present general scheme of unemploy-
ment insurance. This notional basis has been adopted on the instructions
of the Government.

The proportion of the unemployed who will qualify for benefit is affected by
the maximum limit of 30 weeks of linked-up benefit (mod'fied by the addi-
tional perind allowed to persons with a good contribu‘ion r-cord in the
preceding five years) and must depend on the composition of the register as
regards incidence and duration of unemployment under the asumed con-
ditions, 1 have adopted the following proportions, viz., 724 per cent. entitled
to bemefit and 20 per cent. granted assistance, the balance of 7} per cent.
comprising persons who are disentitled to benefit or have exhausted benefit
rights and do not or cannot claim assistance.

9. Where the element of compound interest enters into a calculation, as in
the rates of contribution, a rate of 3 per cent. per annum has been assumed.

The general lines adopted in the assessment of the rates of contribution,
and the actuarial bases of the estimates, are the same as those followed in the
preparation of financial estimates in connection with the proposals of Sir
William Beveridge’s Report on Social Insurance and Allied Services, which
involved similar actuarial considerations; a fuller account of these is given in
Appendix A to that Report (Cmd. 6404).

Rates oF CONTRIBUTION

10. On the bases indicated in the preceding paragraphs I have estimated the
value of the social insurance benefits in terms of the weekly contribution
which would be required during the whole of his working lifetime in order
to provide, for an entrant at the age of 16, the full cost of the benefits to
which he and his dependants will become entitled: this has been termed the

* It should be noted that under the Government proposals, as under the existing
national health insurance scheme, sickness and invalidity benefits are not pavable duri
periods of incapacity due to industrial injury or disease. The rates of sickness used in
computing the cost of sickness and invalidity benefits have due regard to this fact. In
assessing the loss of contributions during sickness, however, the sickness rates have bLeen
appropriately increased to allow for the fact that the payment of contributions is excused
during any period of total incapacity, including that due to industrial injury or disease.
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full actuarial contribution. The contribution thus assessed has been thought
in the past to represent a fair basis for determining—subject to any relief
which may be afforded by the Exchequer—the joint rates of contribution to
be charged to the insured and their employers.

In the case of long-term benefits (pensions, sickness, etc.) the contributions
proposed to be charged represent five-sixths of the full actuarial contributions,
the State thus assuming liability for the remaining one-sixth. This does not,
however, represent the full liability of the Exchequer for such benefits since,
owing to a flat rate of contribution being charged for persons of all ages at
the outset, there is a deficiency in the case of persons not previously insured
(mainly in Classes II and IV) and toa less extent—owing to the accumulation
of some reserves in the past—in the case of persons now insured for health and
pensions insurance, which will fall ultimately to be met by the State. In
addition, the Exchequer assnmes liability for the cost of raising existing
pensions to the new rates. The method by which the State will meet its
liabilities under these heads is discussed in paragraph 30 below.

11. A brief statement is necessary of the general basis on which the cost
of the wvarious benefits has been allocated between men and women
respectively in the determination of the rates of contribution.

As regards retirement pensions, the women's contribution is assessed at the
sum which, if paid by all women up to pension age, would meet the cost
of the pensions to which women become entitled at or after age 60, whether
as the wives or widows of insured men or on their own insurance as single
or married women or widows. In this calculation account is taken of the
fact that a wife’s pension is 15s. and not 2o0s., unlcss she is entitled to
pension on her own insurance, and of the postponement of grant of pension
after age 60 where the wife is not at least 5 vears younger than her husband.

The man pays for his own pension and for that portion of pensions to
wives (and widows over age 60) which is left unprovided for because most
women on marriage cease to pay contributions.

The whole cost of widows' and guardians’ benefits up to age 6o (including
the allowance in respect of the first child in a family) and the contributory
portion of orphans’ allowances (see paragraph 21 below) is placed upon the
men's contributions.

In the case of unemployment benefit the relative contributions of men and
women have been assessed by apportioning the total cost of unemployment
benefit, including dependants’ allowances, in proportion to the average
rates of benefit (plus allowances) for adults of each sex. For men this
means taking into account the average value of the supplements for wives,
adult dependants, and the first child in a family; for women it involves only
the value of the supplements for adult dependants of insurcd women, the
average amount of which is very small.

The contributions for sickness and invalidity bencfits are related to the
value of the benefits to contributors of each sex respectively, including as in
:ihe ﬁ of unemployment benefit the allowances for wives and other

ts.
cost of the weekly maternity benefit to gainfully occupied women
has been placed upon the contributions of women in Classes I and 1I, whilst
expenditure on the other maternity benefils, i.e., the lump sum grant and
the attendant’s allowance, is shared equally between men and women con-
tributors.

In the case of the death grant the contribution charged to women is
related to the cost of the benefit for an individual parson, whereas the man’s
contribution includes also the amount necessary in respect of the grants pay-
able on the death of dependants, whether adults or children.
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13. The contributions for persons in Class I are based on the results in
columns (2) and (3) of Table I rounded to the next higher penny, and those
for persons in Classes Il and IV have been assessed on similar lines, allowing
for the differences in respect of those Classes, viz., (i) the absence of unem-
ployment benefit and the exclusion of the first 4 weeks from sickness benefit in
Class II, (ii) the absence of both sickness and unemployment benefits in
Class IV, and (iii) the necessarily differing conditions governing excusal of
contributions. In all three Classes the rates of contribution proposed to be
cha_rged are to include a payment towards the cost of the national health
service, which has been fixed at 1od. a week for men and 8d. for women, with
a reduced payment of 6d. for ymul% persons under age 18. The make-up

I of the contributions is as follows (Table II): —

Table II—Rates of Contribution for Adults in Classes I, II and IV

(in pence per weel)

r

Clazs 1 Class IT Class IV

Men Women

| e | Women| Men | Women
b Insured | Em- | Insured | Em-
Person | ployer | Person | plover

T ——— -

For sacial| 34-7 | 31-9 27-7 | 245 | 39:3 | 33:7 29-3 23°7
nsurance
benefits

Towards B.5 1-5 6.5 i+5 100 8.0 10-0 3.0
health ser-
vice

Total contri- 43-2 334 34-2 203 493 41-7 39-5 3t-7

bution re-
euired
Rates of con- 8. d. 8. d. 8. .d. 5. d. 8. d. 5. d. 5. d. 3. d.
tribution 3 7 2 I0 2 10 2 3 4 2 3 6 3 4 2 3
Pmmd [ = 4 5, — 4
058, 5, 5, 1d.

The insured person’s share of the contribution in Class [ is gd. greater
than the employer's share (7d. for women) partly on account of the differences
appearing in Table 1, but mainly becavse the bulk of the payment towards
the health service falls upon the person himself, the employer paying a sum
approximately equal to his contribution towards the medical treatment of his
employee under the existing national health insurance scheme.

14. It may be noted that the principal rates of contribution, viz., 6s. 5d.
a week for men and 5s. 1d. a week for women in Class [, are 1s. 1d. and 11d.
respectively less than the corresponding contributions proposed in the
Beveridge Report.* The reduction in contnbutions is the net effect of a
I number of factors, the most important of which are set out below, the saving
or addition shown in each case incorporating the effect of payment of the
adult rate of contribution (and where appropriate the adult rate of benefit)
from age 18 instead of age 21: —

(i) the treatment of workmen's compensation in a separate scheme—
saving (in the social insurance contribution) about 3d. for men and 2d. for
women, including cost of administration;

* When the separate contributions for industrial injury insurance are added (see para-

graph 5) the total rates of contributions are 7d. less, for cach sex, than those proposed in
the Beveridge Report.
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of comparison with previous estimates the year 1945 is taken as the first
year in which the social insurance scheme will be in full operation except for
persons newly brought into insurance. It is evident, at this date, that the
scheme cannot be brought into effect in time for this assumption to be realised,
but the general appropriateness of the tables in this memorandum is not thereby
materially affected except for two points. The cost for the actual first year
will be slightly greater than that shown for 1945, mainly because the natural
increase in the aged population results in a heavier pensions charge in each
succeeding year; 1955, 1965 and 1975 would somewhat understate the cost
for the 1rth, 21st and 31st years, for the same reason. Further, with the
introduction of the scheme in a later year than 1944, the cost in 1955 will be
appreciably less than that shown, because new classes brought in at the outset
will not qualify for pension benefits for 10 years.

Subject to these reservations the figures in the table give a broad picture
of the cost of the scheme starting with the first fulk year’s expenditure and for
the 1oth, 20th and 3oth years thereafter. .

Table 1V—Estimated Expenditure: 1945-1975

{in £ millions)

1945 1955 1965 1975
Social Insurance Benefils
Retirement pensions ... 14 203 272 324
Widows® and guardians’ benefits 34 41 40 30
Unemployment benefit ... i 87 87 B3 Bo
Sickness and invalidity benefits 55 (5] 08 fig
Maternity grant and benefits ... g 8 8 7
Death grant 4 ol 11 14
Cost of administration ... et b 1 16 16
Total ... ias wan 374 428 F00 2
National Assistance 2
Assistance pensions ... ks 37 41 39 37
Unemployment assistance 22 22 21 20
Other assistance ... 6 G G (3]
Cost of administration ... 4 4 4 4
Total ... - i 64 73 70 67
Faniily Allowances 4
Allowances =i 5% 58 54 50
Cost of administration ... 2 2 2 2
Total ... o . 54 o 50 T 5z
Health Service gt B B 148 170 170 170
Total Expenditure ... ey G50 =31 700 831

17. From 1955 onwards the continuous increase in the rate of total expendi-
ture—from {731 millions in 1955 to {831 millions in 1975—is more than
accounted for by the growing cost of retirement pensions, viz., from fz03
millions to {324 millions. In the first ten years the growth of expenditure is

ected by a number of special factors which influence the cost of widows'
and guardians’ benefits, sickness and invalidity benefits and the health service.
_ The pensions cost in 1945 is not precisely comparable with later years because
it does not include any pensions for persons brought into insurance for the
first time (mainly in Classes 11 and 1V) since these do not qualify for pensions
until they have been insured for 1o years, or for persons in Class VI at the
outset who had not been granted pensions under the existing schemes. Apart
from this, the rising cost of pensions is mainly due to the natural increase in
the population of pensionable age, which will grow steadily throughout the
‘30 vears,
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The increase in the cost of widows' and guardians’ benefits and sickness and
invalidity benefits between the first and the eleventh year is also due mainly
to the fact that, owing to the qualifying condition for these benefits, the full
cost does not mature immediately. Simflar]y the continuing growth in the cost
of the death grant over the whole period is mainly the result of the exclusion
from this benefit of persons over 65 at the outset and of the payment of reduced
grant in respect of those then aged between 55 and 65.

Again, the inclusion of a lower figure for the health service in 1945 than for
later years results from the fact that it will be impracticable to bring all the
various services fully into operation in the first few years of the scheme.

18. Retirement pensions.—The estimates make allowance for postponement
of retirement, and consequent increase in rate of pension. Thus in Class I the
broad assumption is that 50 per cent. of men and women will give uﬁ work
immediately on reaching pensionable age, that a further 25 per cent. will retire
in the course of the ensuing five years, and that the balance of 25 per cent.
will have ceased work during the next five years, i.e., by age 75 (men) or
20 (women). The net effect of the retirement condition cn the expenditure,
i.e., the difference between the pension payments saved by postponement
and the sum of the sickness and unemployment benefits payable during the
period of postponement and the higher payments becoming due on retirement,
15 estimated to be a saving of expenditure somewhat exceeding f10 millions
a year at the outset, rising to between £15 millions and fzo millions in twenty
years” time. '

As regards persons over pensionable age at the outset, allowance is made
for bringing up to the new pension rates those contributory pensioners who
accept the retirement condition as provided by the proposals. The correspond-
ing cost of increasing the pension of non-contributory pensioners is included
in the cost of assistance pensions,

19. Unemployment benefit and assistance.—Only 72} per cent. of the un-
employed, on the assumed average rate of 81 per cent. unemployment, are
included in the cost of benefit. A further 2o per cent. are assumed to receive
assistance on the scales at present in force, the cost of which falls upon the
Exchequer. The item of unemployment assistance includes also a small sum
for supplementation to meet special needs of persons on unemployment benefit.
As regards the cost for the first year, it should be borne in mind that the
estimates assume stabilised post-war conditions, and make no allowance for
disturbance resulting from war conditions or on demobilisation.

The cost of unemployment benefit and of assistance will be reduced as a
result of the separate scheme providing, at the cost of the Exchequer, traini
allowances (in lieu of benefit) to unemployed persons undergoing approv
training. On the other hand the social insurance fund is to be liable for
a payment to the Exchequer not exceeding {500,000 a year in respect of
this relief. The net effect on the fund is likely to be small and has been
ignored in the present estimates. It will depend on the number of
unemployed tpcrsnns who are able to take advantage of the scheme and the
proportion of their periods of training during which they would otherwise
have received unemployment benefit.

“20. National assistance.—Under this head is included not only unemploy-
ment assistance, as already mentioned, and assistance to meet the needs of
other persons under pensionable age, but also assistance pensions. These
comprise (i) pensions at rates varying from the present 10s. a week (or less)
up to the new full rates of pension, on an appropriately modified means
scale, to existing non-contributory old age pensioners, (i) supplementa-
tion to existing pensioners, and future pensioners from Class I, 1I or IV,
and (ili) pensions according to need te persons in Class II or IV who are
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unable to qualify for retirement pensions or, having small incomes, have
elected to be exempt from contributions.

21. Family allowances.—The cost of the 3s. benefit for the first child in
family, where payable, is included with the related benefit, i.e., widows' and

ardians’, unemployment, or sickness and invalidity benefits—as is done in

calculation of the rates of contribution given in paragraph 12 above. The
55. for the second and subsequent children in each family constitutes, with 5.
a head for orphaned children, the cost shown for family allowances. The
balance of the orphan’s 12s. benefit, i.e., 75. a week, which is to be provided
from social insurance funds, is included in the contribution and the cost for
widows' and guardians' benefits, :

For the purpose of the present estimates, the minimum school-leaving age
is taken as 15 at the outset (with allowance for children remaining at school
after that age until 31st July following their 16th birthday) and 16 for the
other years, on the assumption that by 1955 it will have been possible to raise
the school-leaving age to the full extent (viz., to age 16) proposed in the
Education Bill now before Parliament.*

As indicated in Table 1V, 1 estimate the cost of these allowances to be
£57 millions in 1945.1 Their cost in later years will depend increasingly upon
the future trend of the fertility rate, i.e., upon the number of births per married
woman at each age. If the fertility rate after the war is stabilised at about
the pre-war level, the number of eligible children will decrease. The figures
of expenditure on family allowances have been computed on the assumption
that fertility rates in the future will be the same as in recent pre-war years,
and accordingly show a drop to £50 millions in 1975. The small increase of
expenditure between 1945 and 1955 is the net result of this factor and of the
effect of the assumed increase in the school-leaving age.

22. Health service.—In the White Paper on a National Health Service
(Cmd. 6502) a rough estimate of £148 millions is given for the annual cost of
the scheme for Great Britain soon after the outset; this figure has therefore
been adopted for 1945 in the present memorandum. As indicated in the White
P‘aper, however, the cost is likely to grow for some years as the services
which are proposed come into fuller operation, and a round figure of f170
millions has been taken as a reasonable allowance for 1955 onwards, after
consultation with the Ministry of Health and the Department of Health for
Scotland.,

The payment towards the cost of the health service included in the social
insurance contribution, viz., 10d. (men) and 8d. (women), with 6d. for young
persons under 18, will, it is estimated, produce about f39 millions a year at
the outset, falling to about £36 millions in thirty vears' time. Thus the cost
of these services met from taxes (or rates) will rise from {100 millions in 1945
to £134 millions in 1975.

23. Expenses of admimistration.—A total of £22 millions has been included
under this head, of which £16 millions relates to insurance benefits. These
figures have been assessed broadly by reference to the cost of administering
the existing schemes, taking into account the probable effect of the changes,
e.g., the increased complexity of some of the benefits, the larger numbers
involved, and the economies which may be expected to result from unification.

COMPARISON WITH EXISTING SYSTEM

24. It is possible to compare in broad groups the expenditure under the
Government proposals with that which would be incurred under the existing
analogous sclgcmes, and this has been done for the year 1945 in Table V.

* The Bill received the Royal Assent on 3rd August, 1044
% In addition, the cost of the 5s. benefit for the first child, where payable, amounts to
£12 millions in 1945. °~
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(ii) the raising of the rates of insurance benefit during unemployment and
sickness (including the introduction of wives’ allowances not previously
granted in the latter) and the expansion of maternity benefits;

(iii) the introduction of universal family allowances, as compared with the
allowances for children and orphans now included in unemployment benefits
and widows' pensions; and

(iv) the enlargement of the existing national health insurance medical
service and the health services provided by local authorities into a compre-
hensive national health service covering the whole population.

27. As compared with the initial cost of the plan proposed in the Beveridge
Report, viz., £6g7 millions for 1945, the proposals show a saving of £47 millions.
This is due mainly to (i) the omission of industrial disability benefits (including
administration), which are to be dealt with scparately (£17 millions); (ii) the
allowance for non-emergence of the full cost of the health service at the outset
(£22 millions); (iii) a net saving on family allowances (about f40 millions); and
{iv) a net reduction in the cost of unemployment and sickness benefits and
related assistance (abouf £10 millions); against which must be set (v) the extra
cost of enlarged retirement pensions and widows' benefits (about £45 millions
including £8 millions for the effect of the new scale of supplementary pensions
introduced subsequent to the submission of the Beveridge Report).

CosT TO THE EXCHEQUER

28, The income available to meet the cost of the proposed schemes consists
of the receipts from the contributions payable by persons (and their employers)
insured in Classes I, II and IV, together with interest from the existing social
insurance funds, assuming these to be retained as a reserve for the benefit of
the new scheme; the balance of expenditure has to be met from general
taxation or from local rates. In Table VI which follows I have summarised
the estimated expenditure as shown in Table IV and the income from each
source in the form of a budget covering the social insurance scheme and allied

services : —

_ Table VI—Social Insurance and Allied Services Budget: 1945-1975

(in £ millions)

! 1945 1855 1965 1975

Estimated Expendiiure
Social insurance benefits ... ] 3 428 500 542
National assistance... .. 6 73 7o 67
Family allowances... 59 G0 56 &2
Health service 148 170 150 170
Total expenditure - <+ | 650 731 T H31

Estimated Tncome
Receipts from contributions of insured persons | 283 250 275 259

and employers.*

Interest on existing funds... 15 15 15 15
Balance of expenditure, to be met from Ex-| 352 430 506 557

chequer {or local rates).
Total income ... o 650 731 7a6 H31

* In this table, and throughout the memorandum, receipts from contributions relate

" 10 the contributions for social insurance benefits and health service and do not include

g

the contributions for industrial injury insurance ; the related expenditure and State grant
are similarly omitted.
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2g. In the above statement the receipts from contributions are based on the
rates set out in paragraph 5 above, allowing for the estimated loss due to
non-payment of contributions (i) by persons whose contributions are excused
during sickness, unemployment, etc., as provided for in the scheme, (i) by
married women who, though gainfully occupied, elect to be exempt from con-
tributions, or are compulsorily exempt on the ground of low earnings,
(iif) by persons in Classes I1 and IV who exercise the option not to
contribute owing to their income being below a certain figure. In the case
of Class I the contributions include the employers’ share, which accounts
for about 4o per cent. of the total sum yielded by all contributions.

30. As indicated in paragratﬁh 10 above, the rates of contribution propesed
represent, for benefits other than unemployment benefit and death grant (to
which special considerations apply), five-sixths of the actnarial contribution
for the benefits in question. These contributions are in effect insurance pre-
miums and in the case of a private scheme, or in a national scheme involving
(as does the existing national health insurance scheme) the maintenance of a
number of independent financial units, it would be necessary to accumulate the
contributions in a fund from which emerging expenditure would be met as it
arose. Under the Government proposals all branches of social insurance are
to be administered as a unified scheme, and the Exchequer grant will take
the form of meeting the balance of all expenditure as it falls due, in so far as it
is not met by the current proceeds from contributions. It will, therefore, be
unnecessary to maintain accumulative funds either for the scheme as a whole
or for any parts of it. It follows that the invested assets of the existin
schemes, in part built up (in the case of health insurance) to provide actuari
reserves and in part (as in unemployment and pensions) as a result of the
special conditions of the war, are set free by the supersession of the existing
systern and may be regarded as available for utilization in the most suitable
manner for the support of the new scheme,

In view of the greatly increased burdens placed upon the Exchequer by the
enlargement of the benefits of existing insured persons, it would seem equitable
that the Exchequer should have the advantage of the existing funds and the
Government have decided that they shall be utilised in this manner. 1 have
accordingly assumed that the interest thereon is to be set against expenditure
in arriving at the cost of the scheme to the Exchequer.

31. The allowance of £15 millions for interest on funds, as shown in Table VI,
assumes the retention for this purpose of £550 millions from the assets of the
existing health, pensions and unemployment insurance systems, and has regard
to the average interest yielded on the securities held. At 315t December, 1043.
the total invested assets of the health insurance system, held partly by the
approved societies and partly by the central departments or the National Debt
Commissioners, amounted to about f245 millions. At 31st March, 1044, the
balances in the unemployment fund amounted to £252 millions and those in the
pensions accounts to £76 millions. All these balances, amounting now to a
total of over {575 millions, will continue to grow =o long as the abnormal
conditions of the war remain; thereafter the position, more especially as regards
the unemployment fund, will depend largely on the steps taken fo deal with
post-war demobilisation and unemployment.

Bearing in mind that these assets will be supplemented by very considerable
payments which will become due from the Service departments to the unem-
ployment fund on general demobilisation,* I have reached the conclusion that,

* During service in the Forces, the ordinary weekly unemployment contributions are
:1191: lpa:.-ab]a, an appropriate capital sum being paid by the riments on a man’s
ischarge, ®
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after allowing for the retention of a substantial reserve to meet the possible

strain of post-war adjustment, the assets set free will be of the order of {550
millions, producing an annual income of £15 millions.

32. It will be seen from Table VI that the balance of expenditure to be met
from taxation or rates, as thus assessed, amounts to {352 millions in 1945,
increasing steadily throughout the thirty years to reach a figure of £557 millions
(i.e., practically 6o per cent. greater) in 1975. The Exchequer charge at the
outset under the Government proposals is compared with the corresponding
charge under the existing schemes in paragraph 33, and the growth of the
charge in relation to the total expenditure under the proposals is examined
further in paragraphs 35 and 36.

33. A mmlparm n of the sources of the income required under the existi
and proposed schemes is given for 1945 in Table Vlﬁhich follows : — i

Table VII—Comparative Statement of Estimated Income in 1945
(assuming stabilisation under post-war conditions)
Under Present Social

Insurance Schemes and Under Government
Allied Services Proposals

£ £
Millions Percentages Millions | Percentages

Receipts from contributions of

msured persons and employers I3h 3z 283 44
[nterest on existing funds 15 3 15 2
diture to be met from

xchequer (or local rates) 278 G35 352 54
420* 100 | i50 100

* This figure is £18 millions greater than the corresponding expenditure, viz. £411
millions, given in Table V. This is due partly to the occurrence of small excesses of income
which remain in the contributory pensions and health insurance schemes as now financed
but mainly to the changes in the financial position of the unemployment scheme, due first
to interest on the substantial balances which have been built up in the fund as a result of
the war, and secondly to the fact that the existing unemplovment contribution is based
on a higher rate of unemployment than has been assumed for the post-war period.

The charge on the Exchequer and local rates at the outset is thus £74 millions
more than the estimated charge which would have been incurred if the existing
system had remained in force in 1945 (subject to the limitations indicated in

ph 25 above) whilst contributions of insured persons and employers
provide an extra £147 millions.

34. As regards the share to be borne by local authorities, under the existing
schemes local authority expenditure arises on public assistance and health
services. The amount included for them in the estimates is [75 millions a
vear out of the total of f278 millions to be met from national and local
taxation, as will be seen from Table V.

Under the Government proposals local authorities will meet part of the cost
of the national health service (as explained in Cmd. 6502). Public assistance
will be transferred to nationil assistance, and on this transfer a financial adjust-
ment will, it is understood, be negotiated with local authorities. It is esti-
mated that, of the £352 millions falling to be met from national and local
taxation in 1045, £53 millions will fall to be met from rates (and general
Exchequer contributions to local revenues) in respect of local authorities’
expenditure on health services. Financial adjustments between the Exchequer
and the local authorities consequent on the transfer of public assistance have
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yet to be determined. Thus the allocation of the balance of expenditure shown
in Table VI for 1945 and later years cannot be indicated at the present time.

35. It will be observed that at the outset the Exchequer charge—though
much increased in amount—forms a smaller proportion than before of the
total income required to provide all the services (54 per cent. against 65 per
cent.). The Exchequer proportion increases greatly with time, however; by
1965, as may be deduced from Table VI, it will have grown to 64 per cent.
on a much larger budget, and in 30 i,-ears' time fully two-thirds of all expendi-
ture will be met from national and local taxation, less than one-third coming
from social insurance contributions.

36. Taking social insurance benefits alone, the Exchequer share will be
nearly one-third at the outset, growing to one-half in 1905, with a further
increase to about 55 per cent. when the scheme has been in force for thirty
years, -The proportion of the cost met by the Exchequer in the case of social
insurance benefits thus very greatly exceeds the proportion of the actuarial
contribution allocated to the Exchequer, viz. about 22 per cent. taking all
benefits together (see Table I in paragraph 12). There are two main reasons
for this. ﬂi’irst. in addition to this direct subsidy to all contributors there is
& further subsidy due to admitting the existing population of all ages for the
ordinary benefits at the same rate of contribution as is charged to new entrants
at age 16. Secondly, the liability thus undertaken by the State is not extin-
guished over a fixed period of years as would be the case if a series of deficiency
payments were made to an accumulative fund.

The State will in fact discharge its liabilities, as regards both the proportion
of the contributions which it undertakes to meet and the strain of admitting
the existing population at the flat rate of contribution, by making good the
excess of expenditure over income from contributions as it emerges year by
year. The result is a charge on the taxpayer which will increase for a con-
siderable period, as the expenditure on pensions gradually matures, and will
last in perpetuity—this burden being attributable mainly to the proportion of
the contributions undertaken by the Exchequer and to the substantial increase
made in pensions provision and, to a less extent, to the increases in sickness
benefits.

CONCLUSION

37. The estimates in this memorandum are necessarily based on peace-time
conditions which have perforce been related to those obtaining before the
beginning of the war. Clearly it is impracticable at the present time to attempt
to measure with any precision the changes which may occur in the social
constitution of the population as it is now, or was immediately before the
war, and as it will be after the immediate disturbances due to the war have
passed away. Further, the war is not yet finished and it is impossible ro
assess the extent of future casualties.

Many of these changes will, no doubt, have direct or indirect consequences
which may materially affect the realisation of the estimates. As instances,
reference may be made to (i) the future level of unemployment and the proper-
tions of the unemployed who will be entitled to unemployment benefit and o
national assistance respectively, these factors being fundamental elements in
the financial structure of the scheme; (ii) the future%l:tve] of sickness, in respect
of which conditions will differ radically from those under which the available
sickness tables have been compiled; and (iii) the effect on the cost of pensions
of making the grant of pension dependent on retirement from work, as to which
no past experience under comparable conditions is available.

In the circumstances, having regard to the fundamental nature of the changes
from the various schemes of social insurance now existing for contributory
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pensions, national health insurance and unemployment insurance—the past
experience of which has had to be used, with modifications, as the basis of
the new estimates—it will be appreciated that the actual experience when the
new scheme has been brought fully into operation may prove to differ materially
from the assumptions made. e working of the scheme in all its aspects
will clearly have to be tested by periodical actuarial investigations. These will
have regard primarily to long-term trends as affecting the financial equilibrium
of the various parts of the scheme, the continued suitability of the rates of
contribution prescribed, and the growth in the charge falling upon the
Exchequer. the light of these reviews the Government will be in a position
to taks early action, by modifications in the rates of contribution, or otherwise,
in order to maintain the financial balance of the scheme.

G. 5 W. EPP5.
Government Actuary's Department,
London, S.W.1.

June, 1944.

APPENDIX II

APPROVED SOCIETIES

1. Arrangements for the employment of Approved Societies as agents for paying
bencfit under a unified scheme of social insurance might take one of two forms: —

{i) [he Society might be a responsible agent taking decisions, authorising pay-
ments and making provision for sickness visitation, subject only to general super.
vision and audit.

{ii) The Society might be merely a paying agent acting on directions from the
central authority.

The agency proposals in the Report contemplated a ¢ystem on the lines of (i).

2. The Report suggested that the conditions for such a system should include:—

{i) hat the Society gave a substantial sickness benefit from its own resources,
i.e. from the voluntary contributions of its members

{ii) That it had an efficient system for visiting its members wherever they
might be.

(iii) That it was effectively sell-governing.

{iv) That it did not work for profit and was=not associated with any body working
for profit,

(v} That it was registered under the Frierdly Societies Acts or the Trade Union
Acts or, it not registered, that it conformed substantially to the requirements for
registration.

Societies satisfying the conditions propesed would cover only a limited part of the
field. Societies associated with the Industrial Assurance Companies and Collecting
Sncieties would be ineligible under conditions (i) and (iv). Condition (i) would also
exclude a number of other Approved Societies which make no provision for voluntary
sickness benefit. In fact, the only bodies which would be eligible as agents would
be certain Friendly Societies and Trade Unitons whose aggregate membership wounld be
utilikely to cover more than between one quarter and one third of the total number
of persons who will be insured for sickness beoefit under the new scheme. For the
remainder provision would have to be made by the Central Department.

3. In favour of such an arrangement it may be said that within the limited field
which 1t would cover—

i) Tt would continue those features of personal contact and friendly relationshi
which are associated with the administration of benefits by certain types of Approv
Societies, =

(ii) Tt would enable private bemefit to be administered in association with State
benefit of similar character, possibly with some economy in the running costs of the
private sides of Societies,






59

(b) The affairs of the hody were subject to effective self-government by its
members.

(The Approved Agencies would be in effect the lar of the existing Friendly
Societies and the Industrial Approved Societies, though the smaller ones would be
allowed to combine, on the State side only, in order to reach the minimum gualifying
membership.)

(ii) Every insured (;cmn should have complete freedom of choice of Approved

Agency with the right to transfer at recognised periods. If a person did not

exercise his choice he would be assigned to an Approved Agency by the Minister.

(iii) The principal functions of an Approved Agency would be:—

(#) To receive State contribution cards from its members and record, in such
manner as the Minister might determine, payments made by its members.

{b) To authorise and pay all claims made by its members for not only sickness
benefit, but industrial disability benefit, maternity benefit, maternity grant, widows'
benefit, dependant’s allowance, marriape prant and foneral grant.

{¢) To administer an effective system of sickness visitation among its members.

(d) To submit its accounts in respect of payments made on behalf of the State
to Government Auditors.

(e} Generally to comply with any Regulation made by the appropriate Minister
affecting Approved Agencies.

(iv) A Central Regi (or a number &f Regional Registries) of insured persons
should be established under the supervision and control of the Minister which would
serve as a Clearing House by means of which all the insurance data relating to any

ticular individual would be made available to the various organisations responsible
or the administration of the several types ot social insurance benefits.

(v) Approved Agencies should be remunerated on a per capita basis.

(vi) If the Minister were satisfied that an Approved Agency was not complying
with the conditions under which it became ** approved,'’ the Minister would have
power to withdraw approval, subject to the right of the body to appeal to an

_independent Tribunal.

11. These proposals of the National Conference, which have a much wider sco
than the agency arrangements proposed in the Report, have been examined with the
greatest care but have been found to be open to weighty objections, viz.:—

i) The Agencies would have no direct financial incentive to administer social
“insurance benefits carefully. This incentive to efficient administration is one to which
the Government attach the utmost importance. Provision is made in the proposals
for 'mPervimry measures such as Government inspection and aundit, but these are
normal featurez of any scheme invelving expenditure of public funds; they are
subsidiary to, and in no way a substitute for, the safeguard of direct financial
responsibility.

(ii) The proposed system would place upon the Approved ies the duty
of forwarding to the Central Registry all the insurance data required for the purpose
of claims for benefit (e.g. unemployment benefit) which the Agencies themselves
would not administer. This would involve a great deal of duplication in the compila-
tion and maintenance of records and a cumbersome interchange of detailed informa-
tion between the Approved Agencies, the Central Registry and the organisations
respongible for the administration of social insurance benefits other than those
administered by the Agencies.

(iii) The free right of transfer would inevitably lead to undesirable competition
between Agencies.

fiv) The pro 1 that a Central Department should arbitrarily assign a person
who does nﬂt ggiﬂmiﬁe his choice to a particular agency is foll of difficalties. It
iér;vnlm an invidions jurisdiction and opens up the possibility of unbecoming

sputes,

12. The National Federation of Employees’ Approved Societies are at ome with
the Mational Conference of Friendly Socicties in urging that ali insured persons should
receive their benefits through Approved Agencies but they feel that the difficulty of
ensuring financial responsibility in the absence of financial autonomy might be met
mnr&atﬁ:qunta]y. They propose : —

{i) To make the existing representative Associations of Approved Societies the
units for the administration of benefits on an agency basis, the individual Societies
being conducted as branches of the Associations;
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The circumstances in which exemption will be granted are as follows:—
(i) Exempltion vn account of low income é}i.-'lﬂss Il and Class IV).

Persons falling into Class I1 or Class IV whose total income is below £75 a year
will be permitted to claim exemption.

The Report suggests that here there might be the alternatives of total exemp-
tion or exemption from the payment of contributions other than the part allocated
towards the cost of medical services. The Government doubt whether the proposal
to sub-divide persons exempt on grounds of low income into those who can and those
who cannot pay the proportion of the weekly contribution in respect of medical
services is a istratively practicable or desirable and think it better that total
exemption should be granted in all such cases.

{ii) Persons over pension age who take up employment after having accepted rebire-
ment pension.

Persons in these circumstances will, as under the present schemes, be exempt
from payment of contributions.

(iii) Widows in receipt of guardian’s benefit or widow's pension.

Widows entitled to guardian’s benefit will, if gainfully occupied, have the option
of being exempt from payment of Class I or Class II contributions. élf nﬂtr'?ainfuﬂ
gocupie%; they will, as already explained, be excused payment of Class contri-

utions.

Similar treatment will be accorded to those who are entitled to widow's pension
{other than the 10s. pension payable under the existing scheme or the transitional
arrangements). It iz not thought that there are sufficient grounds for allowing exem
tion to gainfully occupied widows withont dependent children who are in receipt of the
short-term widow's benefit,

(iv) Gainfully occupied married women.
The question of exemption, whether optional or compulsory, for such women is
dealt with in paragraphs 108-111 0f the Paper.
(v) Insured persons in prison.
o formal grant of exemption will be given but evidence of detention will be
accepted as explanation of non-compliance during the relevant period. It will be
to the insured person to arrange for contnbutions to be paid on his behalf
at the Class IV mate.

7. Change of Insurance Class,—The insurance card will show the normal insurance
Class for contribution purposes. Many people will remain in the same insurance Class
during their whole working life, or for very substantial periods. Change of occupation
involving change of insurance Class may, however, take place frequently. The lllztﬂdar
of a Class I insurance card normally employed under contract of service may from
time to time take up work on his own account and so find himself in an occupation
where a Class IT stamp is aplismpriata: or he may give up work for a week or two
and fall into Class IV. Similarly a man engaged in business on his own account
holding a Class II insurance card may engage from time to time in employment under
contract of service and during these periods will fall into Class I.

For each insurance week a contribution appropriate to the insurance class into which
the contributor falls in that week will be payable whatever the class of insurance
card held.

B. Liability to Contribute in more than One Class in One Week. Cazes will arice
where part of a week is spent on work which does not correspond to the insurance
card held, e.z., where a man does three days of employment under a contract of
service and three days of waork on his own account.

Subject to the exceptions mentioned in the following paragraph, any insurable
employment under contract of service on any day of the week will carry a Class I
stamp and no other stamp will be due in that week. To facilitate this arrangement,
the liability of a person to pay a Class II or Class IV contribution will not arise in
each week until the end of that week, but for Class I the present principle that the
first employer in the week is liable for the contribution will continue.

0. Subsidiary or Inconsiderable Employments. Under existing law persons engaged
in an employment specified by Special Order as being ordinarily adopted as subsidiary.
employment and not as the principal means of livelihood are excepted from all the
social insurance schemes, and persons employed only to an extent which is regarded
as inconsiderable are Extﬁptege from the unemployment insurance scheme. The
Government propose to apply these exceptions in the new scheme. In the rules for
stamping in Class I, no account will be taken of work which is for the above reasons
excepted. Similarly, the question whether the contribution should be at the Class I1
ot Class IV rate will depend on whether, in the particular case, the employment or
occupation is substantial enough to bring the person within the * gainfully occupied **
tlass.
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(iii) Sickness, invalidity and malernily benefits and maternity grant, includin
attendant’s allowance. isions will be l-.ahmiiI in the first inztinga by Insuranr.g
Officers but, in view of the medical issues which may arise, the appeal arrangements
outlined above for unemployment benefit will need to be modified to make them suit-
able for appeals on questions relating to the benefits dealt with under this heading.
Provision will be made, as at present, for enabling references to be made to the High
Court* on questions of law arising in the course of appeals.
uﬂ?] Pensions and widow's and guardian’s benefit. Claims for pension and widow's

guardian's benefit will be decided by the Minister subject to appeal to the
Umpire, whose decision will be final. The existing right of reference to the High
Court* on questions of law arising in the course of appeals will be retained.

PosiTion oF PERSONS LEAVING OR cOMING TO GREAT BRITAIN

Reciprocal Arrangements with Other Coun‘ries

17. Under the legislation governing the present schemes certain powers are given
to make reciprocal arrangements where similar schemes are in operation. It is only
in Health Insurance that the power extends bevond the British Commonwealth.

t8. The position of MNorthern Ireland is exceptional. In Health Insurance, the
same legislation applies to the whole United Kingdom of Great Britain and Morthern
Ireland. As regards Contributory Pensions and Unemployment Insurance, reciproeal
a ts have been made between the two countries, enabling persons in one
munhzatu retain their rights when they go o reside in the other country. Thus,
over the whole field of the existing schemes of social insurance in Great Britain and
Northern Ireland there is, in effect, complete integration. The Government of
Northern Ireland having already announced that they intend to introduce a scheme
of social insurance substantially corresponding to the new scheme in Great Britain,
it will be possible to maintain thiz position.

19. Reciprocal arrangements have been made with the Isle of Man and Eire, enabling
Em:ms in one couniry to ljst.a.in their Health Insarance rights when lhe}r go to reside
the other country. Reciprocal arrangements have also been made with the Isle of
Man as regards Contributory Pensions.
20. The institution of a comprebensive scheme of social insurance will call for a
review of the reciprocal arrangements referred to in the preceding paragraph.
nt arrangements will, =o far as possible, be continued, but it must be recognised
m contemplated improvement of benefits may seriously complicate the position.

21. The Government propose to include in the new legislation enabling powers with
respect to reciprocal arrangements, These powers will not be confined to making
arrangements only where the other country provides benefits corresponding to all the
hq:eﬁg;muf the British scheme, but will permit limited a ments also, e.g. for
sickness or unemployment benefit or retirement pensions or for a combination of
two or more of the benefits. The pm.sibahg further provisions governing the
insurance position of those who migrate to ts of the British onwealth
will be examined, but a good deal tnms on the na of the various social insurance
schemes that are being or mav be developed.

Persons Leaving Great Britain Temporarily or Permanently

2z, It is clear that many people will leave this country in circumstances which
reciprocal arrangements would not cover, and provision must be made to enable such
persons to maintain, so far as possible, their insurance rights while abroad.

23. Under the peace-time provisions of the existing schemes liability of persons
abroad to compulsory insurance was confined broadly to the insurance against
unemplo t of persons who were nngavgcd on some particular work and were in
the emp. nt of British employers, oluntary insurance for health and pensions
purposes was available to qualificd persons who were abroad temporarily, or, for

nsions insurance, to persons resident permanently in other parts of the British
&mmnnwulth Wider emergency provisions have been introduced to meet the
war situation. k

. Unemployment insurance benefits are not payable outside the United Kingdom.
Hﬁt’h insurﬂuyce benefits are not normally payable outside the United Kingdom, but
(apart from the above-mentioned reciprocal arrangements) may belpm - @uhje:t
to certain conditions and to some extent at the discretion the awthority administer-
ing benefit, to persons temporarily abroad. Contributory pensions are not payable
unless the pensioner is in the United Kingdom or in some other part of the Bntish
Commonwealth.

e

# Ip Scotland the Court of Sesslon.







