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PREFACE

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

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

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

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

Anyone who compares the Fabian scheme with the Beveridge

Report will observe a large measure of agreement between
7



8 SOCIAL SECURITY

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

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

Another difference concerns old age pensions. Sir William
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Beveridge recommends that old persons shall be entitled to
pensions only on retirement, and proposes that those who reach
pensionable age shall receive a larger pension the longer they
defer claiming it, Our plan, while aiming at the same object
of retaining old persons in employment, seeks to attain that
object by a double-deck scheme whereby all gainfully occupied
persons would be entitled to a benefit of 10/- a week at the age of
65 in the case of a man, and 60 for women. This would con-
stitute a sort of handicap allowance designed to compensate the
recipient for an assumed loss of earning power which we believe
usually accompanies old age. On retirement from work at any
time after attaining these ages a further pension at higher scales
would be payable.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Lonpon, 3oth March 1943. WILLIAM A. ROBSON.

NOTE TO SECOND EDITION

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

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

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

LoNpoN, December 1944.



INTRODUCTION : PRESENT PRINCIPLES
By WILLIAM A. ROBSON

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

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

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

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

principle, we might well expect half a century’s legislation in
16



16 SOCIAL SEGURITY

this clearly defined field to disclose the existence of well-marked
tendencies which, consciously or unconsciously, were the outcome
of strongly held ideas and powerful social forces. This indced we
find to be the case.

The earliest of the schemes, in point of time (if we leave aside
Public Assistance, which derives from the Elizabethan Poor Law),
is Workmen’s Compensation, which first found its way to the
statute book in 1897, to be supplemented and expanded in 1906
and 1923. The Workmen’s Compensation Act, 1897, contained
two very important principles which involved a drastic departure
from nineteenth-century thinking on the subject of industrial
accidents. The first of these was the abandonment of the atomic
conception of society, which regarded each individual as a
separate atom, unrelated to any other atom. Its place was taken
by a recognition of the family as the rudimentary unit of social
need. The Fatal Accidents Act, 1846, had already made a slight
inroad on the nineteenth-century doctrine that the wage-earner’s
rights, his earning power, and continued existence, were matters
which concerned only him and no one else, by enabling his
dependants to sue in cases where he would have been able to do
so had he survived; but the first occasion on which an explicit
acknowledgment of family needs was made in modern legislation
was in the Workmen’s Compensation Act. Parliament declared
that where a workman is killed when at work, or dies in con-
sequence of an industrial accident or disease, all the members
of his family who were wholly or in part dependent upon his
earnings can claim compensation. And where young children
are left, the amount of compensation will vary in accord-
ance with the period during which they are presumed to remain
dependent.

Family responsibilities have been recognised in practically all
the subsequent schemes, with the notorious and indefensible
exception of National Health Insurance. Benefit can be claimed
for a wide range of dependants in Unemployment Insurance;
additional allowances for children are attached to Widows’
Pensions; women receive Widows’ Pensions by virtue of their
husband’s insurance; Orphans’ Pensions derive from the insur-
ance of their parents; persons drawing Unemployment Assistance
and Supplementary Old Age Pensions receive allowances for
wives and children.
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It is quite certain that the acceptance by the State of family
responsibilities has come to stay, so far as this sphere of public
administration is concerned; and that social security will move
towards a fuller and more adequate recognition by the State of
family reponsibilities than is at present accorded to them. Family
allowances and the extension of Health Insurance benefits tc
cover dependants are the two most conspicuous needs in thi
direction.

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

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

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

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

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

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

Few people could have foreseen, however, the fantastic manner
in which the legal decisions on Workmen’s Compensation claims
would proliferate year by year so as to form a veritable jungle of
case-law, through which neither light nor warmth can penetrate.
There are literally thousands of judicial decisions on the me4ning
of the words “personal injury by accident arising out of and in

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

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

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

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

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

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

The next step of any consequence after the establishment of
Workmen’s Compensation was the introduction of Old Age
Pensions in 1908.

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

The earlier Old Age Pensions scheme must be regarded, indeed,
as a revolt against the Poor Law rather than as a forerunner of
the insurance schemes of later years. The Poor Law was in
process of being subjected to a devastating public enquiry by
the Royal Commission on the Poor Laws set up in 1905, and
although the Commission did not report until 19og it was clear
to the Liberal Government of the day that neither the Boards
of Guardians nor the Poor Law which they administered were
likely to emerge with credit from the enquiry.

The Old Age Pensions Act, 1908, was a step in the direction
of removing from the Guardians a substantial bloc of their
regular clientele. It was thus an anticipation of the movement
for the break-up of the Poor Law recommended by the celebrated
Minority Report of the Royal Commission. It bore no signs of
the “insurance” principle found in the later schemes.
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The Act of 1908, as Mrs. Clarke points out, was “strongly
moralistic.” ¥ It barred from pension rights anyone who had
failed to work according to his ability, opportunity and need, for
the maintenance of himself and those legally dependent on him,
although this disqualification would not apply if he had during
the preceding ten years made provision against old age, sickness,
infirmity or unemployment. The weaker brethren who had
been sentenced to imprisonment without the option of a fine,
those who had been detained under the Inebriates Act, the
inmates of Poor Law institutions and criminal lunatic asylums,
were rigorously excluded from passing through the silver gates
and entering into that state of pensionable beatitude into which
it had pleased Parliament to summon the worthy.

Nevertheless, Mrs. Clarke is right in stating that in the first
Old Age Pensions Act are to be found the seeds of the idea,
which has proved so powerful in the twentieth century, of
State responsibility for the well-being of individual members
of the community. “A man might receive a State pension
without loss of respectability. Henceforth society’s punitive
attitude towards the poor diminished, while its sense of liability
increased.” 2

The subsequent legislation bifurcates into two main streams.
One stream flows from the original ‘Old Age Pensions Act
and is based on the principle of non-contributory pensions
payable from the age of 70 onwards, subject to certain tests as
to means, nationality, and residence. The other stream flows
from the so-called “insurance” principle, first introduced in
regard to other contingencies in 1911, but not applied to old
age until 1925, when contributory pensions were created for
widows, orphans, and old persons between the ages of 65 and 70
who satisfied certain ““insurance” conditions. This Contributory
Old Age Pensions scheme was grafted on to the National Health
Insurance scheme for the purposes both of contributions and
central administration. At the age of 70 the two streams are
joined, for the contributory pensions are then merged in the
non-contributory pensions. In addition to the two main streams
there is a tributary in the shape of the Supplementary Pensions,
which are based on a means test.

It is all incredibly and senselessly complicated. The Old

1 post, p. 166. 2 post, p. 167.
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Age Pensions Act, 1936, is administered by the Customs and
Excise, in conjunction with local pension committees. The
Contributory Old Age Pensions are administered by the Ministry
of Health working through its own local officers. Persons
claiming under the earlier legislation must not have private
means in excess of a certain maximum income. If they have
an income below that figure, the pension will be reduced in
accordance with a statutory table. Those who can claim a
Contributory Old Age Pension between the ages of 65 and 70
or a Widow’s Pension become entitled thereafter to a pension
under the Old Age Pensions Act, 1936, at the full rate of 10/-
a week without regard to any test 6f means. Over and above
these arrangements are the Supplementary Pensions administered
in cases of need by the Assistance Board.

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

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

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

The_H Health Insurance system was the first of the so-called

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

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

National Health Insurance is the scheme which most fully
satisfies actuarial criteria. It is also—and largely for that reason
—the most defective scheme now in operation. The Contributory
Old Age Pension scheme could also be designated more definitely
as an actuarial system than most of the other schemes because
there are fewer incalculable factors to be taken into account in
estimating the risk than in the other cases, but even this scheme
‘‘ contains several features which have social rather than actuarial
justification or which have been admitted becausc they cor-
responded with the general idea of what is fair.”” 2

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

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

* post, p._236. ? post, p. 244.
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were in consequence clearly distinguished from the Poor Law and
eleemosynary arrangements which had hitherto held the field
and which were regarded with mistrust and dislike by the people.

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

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

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

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

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

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

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

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

1 post, p. 89. 1 post, p. 88.
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normally give to patients paying a fee of, say, between 1s. 6d. and
half a crown a visit. According to the Hippocratic tradition,
doctors do not measure the service they give by the fee which
the patient can pay; but in the long run the economic factor
operates in the medical profession under present conditions no
less potently than in other spheres.

The insured contributors to the Health Insurance scheme are

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

The Poor Law itself underwent a substantial transformation
in 1929, when the Local Government Act abolished the Boards
of Guardians and transferred their functions to County and
County Borough Councils. The break-up of the Poor Law, the
necessity for which was so powerfully advocated by Mr. and
Mrs. Webb in the celebrated Minority Report of the Royal
Commission on the Poor Laws, 1905-9, was not achieved by
the legislation of 1929; but an important step in that direction
was taken by the merging of Public Assistance administration in
the general system of local government, and a still greater stride
forward made by the power conferred on local authorities to
declare (in the schemes they were required to submit to the
Minister of Health) that, in the case of services which could
be provided either under the Poor Law or under the Public
Health Acts or similar legislation, they should be deemed to
be provided under the relevant social service Act and not by
way of public assistance. .

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

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

The main significance of the new development was the much
fuller recognition which it accorded to the family responsibilities
of the wage