SOCIAL INSURANCE
'AND ALLIED SERVICES

Y Report by
oM "MR WILLIAM BEVERIDGE
































































































fu
ke
th
fo

€s

as
Pt
Tl
cc
ar
Pt
th
ar
pe

50
th

gi
by
o1
be
b
de
F
s€
V¢
St
of
th
of
ta
Sc
vi
as

th

in
Se
in
is

33

71. If the facts of the situation are fuced, it becomes clear that for the
wre of national health insurance there are three possibilities alone: (i) to
p the approved society system with substantial inequalities of benefit and
refore with substantial inadequacy of benefit, either of cash or of treatment,
those who are not fortunate in their society ; (ii) to break the associution
tblished in 1911 between ntional health insurance and industrial assurance,

s :nding now to nearly half the insured population; (iii) to convert industrial

wrance itself from a competitive business into a public service. The first
sibility should by now be regarded as excluded by argument and evidence.
+ choice between the second and third possibilities depends upon many
siderations, some of which are unconnected with health insurance ; they
discussed in Change 23 below and in Appendix D, and reasons, both of
lic policy and of administrative convenience, are given for preferring the
d. Not the least of the reasons is that this third course, more fully than
- other course, would make it possible to Tetain for the service of insured
sons the organising ability and the experience of the staff of all grades
» now serve the Industrinl Life Offices.

72. As is shown above, there is no need, in ending the present appraved
ety system, to break or even to weaken appreciably the close relation
t has existed hitherto between the administration of State insurance for
mess and of voluntary insurance for the same purpose. If the reasons
an for bringing the approved society system as such to an end are accepted
the Government and Parliament, it is to be hoped that those voluntary
anisations with which the arrangements suggested could appropriately
made will be willing to join in them and to continue to serve the people
h in voluntary and in State insurance. But these arrangements, though
irable, are not an essential part of the scheme. If it should appear to the
:ndly Societies and Trade Unions that, under the new scheme of social
irity, they could serve their members best by confining themselves to
intary insurance, managing their own affairs only and not those of the
te as well, they would be free to take this course. In that event, in place
he suggested arrangements there would be no difficulty in organising, for
se members and for all other insured persons, decentralised administration
lisability benefit as part of the work of the Ministry of Social Security,
ing over whatever staffs were available for this purpose from Approved
ieties of every type; there are arguments, on merits, for making sick
ting a unified national service, as it is in effect in Northern Ireland, and in
yeiating it with nursing service. The suggestion made for arrangements
h Friendly Societies and Trade Unions giving sickness benefit to replace
present system of Approved Societied, and to continue in substance under
lightly different form, the association of these organisations with State
irance, is eminently desirable. But it is not essential in the Plan for Social
urity, and if for any reason it does not commend itself it can be omitted,
favour of national administration throughout of a national service. It
1cluded, therefore, as one of the bracketed proposals of the Report.

73. In any case there is no reason for thg State to enter directly or in-
wctly the field of voluntary insurance against sickness. Voluntary insurance
supplement compulsory insurance is an integral feature of the Plan for
ial Security, and there are other fields in which direct State action may be
ded for control or development of such insurance, but this particular field
voluntary insurance against sickness is covered adequately and on
it principles by the Friendly Societies, with their long traditions of
nterested service and brotherly co-operation. It can be left safely in
ir hands.
B o C . C e

g7- 480 N 7*?‘5/% |


























































































































































































































































































































































148

398. Statutory Associations in Scheduled Industries: In each of the
industries scheduled as having materially more than the average industrial
risk of accident or disease and in any other industries in which this appears
desirable Statutory Associations of employers and employees will be estab-
lished for the purposes set out in paras. 91-92.

394, Appeal on Benefits : All decisions by, or on behalf of, the Ministry of
Social Security on claims for benefit, in respect alike of amount and of conditions
or period, will be subject to appeal to independent local tribunals analogous
to the existing Courts of Referees with further appeal to an Umpire appointed
by the Crown, whose decision will be final. The machinery will be local and
informal and will be uniform for all claims, except possibly those for industrial
pension and industrial grant (see para. 336 (c)).

395. Appeals on Contributions : Determination by or on behalf of the
Minister as to liability to contribution, including the class in which contribution
shall be made, will similarly be subject to appeals to local tribunals consisting
of Chairmen of the Courts of Referees with further appeal to the Umpire,
The problem of the relation between decisions of the Umpire and the ordinary
Courts of Law is a matter for further examination.

396. Children’s Allowances : Some organisation will be needed for ad-
ministering the proposed children’s allowances, that is to say, both for
authorising the payments and for making them. For the reasons given in
para. 424, the most appropriate department for this purpose appears to be
the Ministry of Social Security, but the Ministry should act in close co-
operation with the authorities concerned for the welfare and the education of
children.

397. Advice to Citizens : One of the serious disadvantages of the present
division of security functions between so many different agencies is the difficulty
experienced by insured persons in understanding their rights and duties and in
finding their way through the system to the proper authority to deal with their
case. This, apart from the direct loss and delay to insured persons, leads some-
times to unjustified resentment and sometimes to lack of interest.  The
social security system even when unified and simplified in the way proposed
here must still be a machine with many parts and complications to deal with
all the complexities of need and variety of persons. Citizens cannot be left
to find out all about it by reading official pamphlets, however clearly they may
be written. There should be in every local Security Office an Advice Bureau
to which every person in doubt or difficulty can be referred and which will be
able to tell him, not only about thg official provision for social security, but
about all the other organs—official, semi-official and voluntary, central or
local—which may be able to help him in his difficulty.

398. Staiistics and Intelligence : The Ministry of Social Security should
have a Division of Statistics and Intelligence, under first-rate leadership and
with adequate resources to make use not only of its own material but of the
experiences of other countries in the same field. The Ministry should be able
to make grants for the carrying out of research in all matters where further
knowledge might reduce the burdens on the Fund. ’

399. Loss of Offfice - Provisions will be required to prevent hardship in
the case of persons employed in the administration of the present insurance
schemes or the allied services who are displaced as a result of the changes
made and for whom suitable alternative employment is not available.

NoTE.—On balance, there is not likely to be any large immediate
change in the total numbers of persons required to administer the unified
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ProvVIiSIONAL RATES OF BENEFIT AND CONTRIBUTION
A 401. The provisional post-war rates of benefit, allowance and grant,
‘ suggested on tne assumptions as to level of prices stated in para. 231 are as
follows :— ‘
Shillings per week., Had
Unemployment, Disability and Training Benefis.
Man and not gainfully occupied wife (joint beneﬁt) 40/~
Man with gainfully occupied wife not on benefit . 24/~
Single man or woman, aged 21 and upwards 24/~ o
Single man or woman aged 18—20 20/~
Boys or girls 16—17 15/-
Married woman gamfully occupxed when herself
on benefit .- . 16/-
Retivement Pension (after transition perzad).
Man and not gainfully occupied wife (joint pension) 40/~ basic
Single man or woman, man with gainfully occupied
wife, woman contributor with husband below
pensmnable age (single pension) 24/~ basic
Addition to basic pension for postponement
o respect of each year of postponement—
L2 1 I 'On joint pension 2/~
oy On single pension 1/-
L Maternity Benefit (13 weeks)
N Married woman gainfully occupied whether paying
R contributions or exempt in addition to maternity
i . grant 36/
sy Widow's Benefit (13 weeks) 36/
‘. % o Guardian Benefit* 24/~
%’; T Dependant Allowance
¥ 1| D Dependant above age for children’s allowance of
_‘gglx g person receiving unemployment, disability or
"fﬁ‘%i‘ training benefit e 16/~
W Children’s Allowance
ggig : For each child when responsible parent is in
g receipt of any benefit or pension, and for each
i%?:’” child after the first in other cases, allowances
ﬁgg graded by age averaging ovér all children in
L addition to existing provision in kind. 8/~
%}3 : Industrial Pension
e For total disability ... ... Two-thirds of assessed
zg% weekly earnings, but
i not more than £3 a
Wi week and not less than
g would have been paid .
ﬁé’ X as - disability benefit
g and dependant allow-
B ance if any.
i For partial disability 4« .o s .. Pension proportionate * ¥

toloss of earning power,

‘ , Retirement Pension and Guardian Benefit are subject to partial reduction for
earnings.
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in 1937-40 was accordingly £27,149,000 a year, that is to say 37-2 per cent. of the premuun
income of £72.695,000. The ' expense ratio ™ in the Industrial Life Offices, as it i~
estimated by them omitting dividends and income tax is matcrially less. The * cost
ratic 7 for the policy-holder as estimated above is 37-2 per cent., or nearly 7/6 in the
or 44d. in the shilling of the premiums received

26. This is an average figure for all the offices taken together in 1937-40. It 1-
important to consider the principal offices and types of offices sepurately and also te
compare the present costs with those of earher periods.  Materiul for both these com-
parisons is given in Table XXV, showing for cach of the eleven companies in existence
both in 1912-17 and in 1937-40 and for the four chief collecting sncicties, the average
apnual prenuums, management expenses, dividends to sharcholders, sum of these last
two as admimstrative costs, and the proportion borne by admimstrative costs to premiums
The few companies excluded as not m existence at both epochs and the numerons smalle:
collecting sovicties are statistically unimportant. The oflices directly compared in Table
XXV have 98 per cent. of the total premium income m 1M37-40, and wad 895 poer cent
of the total number ol {fill-time agents 1 1937, The ngures for the carlivr period- —lerived
from a table printed in the Report of the Parmoor Committee--do not nwclude income
tax ; complete cust-ratios meluding tax where it is paid are given, for the later period
only, In a final column and the offices are arranged in the order of these ratios.
beginning with the Prudential as the lowest. For comparing 1912-17 with 193740 the
costs without tax must be used.

27. ‘This comparison shows that in about twenly-four years the administrative vost
{exclusive of tax) of industrial assurance has fallen from 44 per cent. of the premiums
to 35 per cent., from ¥/10 in every £ paid by the insured persons to 7/- in the £, The
reduction of the total cost ratio, including tax, would be somewhat less than this, since the
rate of tax was higher in the later period. The most interesting feature, however, o
the comparison between 1912 -17 and the years just before this war, lies not in the totals
but in the contrasted histories of different types of ofice.  This feature is brought ¢ut b
Table XXV summarising the results for the Prudential, the Co-operative, the Refuge.
the six other large proprietary companies, and five large mutnal oifices of which four
are collecting sucietics. Leaving the Co-operative for consideration later as an
interesting special case, it will be seen that the Prudential in 1912-17 had administrative
costs (excluding tax) just above the average at 44-4 per cent. of the premiums; it ha-
now reduced this percentage by a third to 29-1, well helow that of any other office
The Refuge in 1912-17 had administrative costs {excluding tax) well above the averdge
at 46-5. per cent. of the premiums; it has now reduced this percentage by a quarter to
34-4 per cent. The six other proprictary companies had an administrative cost, excluding
tax, of 43-6 per cent., this has fallen by about an cighth to 37-9 per cent.  The five mutual
offices in 1912-17 had a cost ratio below that of the offices at 42-4 per cent. ; in twenty-iour
years this has hardly fallen at ail and remains at 40-1 per cent.  These mutual offices
used to take 8/6 in the £ of their members’ contributions Lo pay their stafi @ they now
take 8/~ out of cach of nearly four times as many f's as hefore,

Geowth of Different Typrs af Office

28, This last fact calls attention to one of the most striking features i Table XXV
The Prudential has for lomg given better terms than almost any other office in respect
of forfeiture ; it does not demand an absolute warranty of hesith in proposals for I
of another polivies, as most of the other offices do ; it can work at about three-quarters
of the administrative expense of the societies and more cheaply than any other company .
it alone of all the large companiss guarantees to its policy-holders, by s articles ol
association, a share of profits. It might have® been expected that the Prudential would
tend to drive its rivals from the field, and would certeinly grow more rapidly than they
Column 3 of.the table shows the opposite tendency. Between the two epochs comparad
the office which can do best for its policy-holders has increased its premium income less
thun three times ;. that of the six other proprietary companies which are combined in the
table has increabed nearly three and a half times ; the business of the collecting socicties,
who have failed to any great extent either to change their method of remuneration with
its direct incentive to get new business or to reduce #heir ratio of expenses, has grown nearlv
four times. The experience of the Refuge gives a second illustration of the same paradox- -
of a large reduction of administrative costs and a specially favourable treatment of
policy-holders in sharing profits, combined with a slower expansion of business. Rapid
expansion and high cost of administration in the collecting societies have a mutuoal relation
of canse and effcct. The terms of remuneration giving procuration fees for new business
stimulate expansion ; if expansion follows, new business forms a larger proportion of the
whole business and, being more expensive, raises the expense ratio of the society.

29. In addition to the Prudeutial and the Refoge, the Co-operative Insurance
Society, Ltd., is shown separately in Table XXV1. This company is unusual in several
ways: as the only industrial assuranée company registered under the Industrial and
Provident Societies Acts, as bavipg next to the Prudential the lowest expense ratio of
any industrial office, and as showing spectacular growth. Yet another exceptional feature
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