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Abstract

This thesis is a study of state and occupational
retirement pensions in Britain from 1945 to 1986. It looks
at four main issues. Pirstly it presents the data available
on the occupational and state pensions systems of the per-
iod. Secondly it discusses how policy on retirement pensions
evolved from 1945 and the role of governments, private
capital, trade unions, public opinion and the poverty lobby
in determining the content of this policy. The thesis also
explores the relationship between the state and occupational
pensions systems and how each has influenced the development
of the other. TFinally it discussed factors which seem to have
influenced policy 1in order to help explain why policy
on retirement pensions developed as it did and how the income

inequalities of the retirement pensions system have been

sustained.
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Introduction

This thesis discusses the development of state and occup-
ational retirement pensions between the years 1945 and 1986.
Data on both occupational and state pensions will be presented,
along with the details of the pensions policies of the wvarious
governments of the period. The development of pensions policy
will then be explained by linking it to a theory of power and
the state. The central theme is therefore to discuss and offer
an explanation as to how and why retirement pensions in Britain
developed as they did and the implication of these developments
for the income levels of elderly people.

Chapter one discusses the research approach which is
adopted in this thesis. It discusses factors which, it can be
argued, have had an important influence on retirement pensions
provision . Therefore, it provides a context to which the

material in subsequent chapters can be related.,

Subsequent chapters cover the development of pensions and
pensions policy. Chapter two covers the period of 1942 to 1964.
The third chapter discusses pensions under the Labour govern-
ments of 1964 to 1970 and the Conservative government of 1970 to
1974. Chapter four concerns the ILabour government of 1974 to
1979, with specific reference to the Social Security Pensions
Act of 1975. The most recent phase in pensions policy, the
period of Conservative government from 1979 up until 1986, is
dealt with in chapter five. Each of these chapters will contain
data on both occupational and state pensions, along with a
detailed discussion of how the various pensions policies of the

period evolved and their implications for both existing and



future pensioners. The material in each chapter is then re-
lated to the theory of power and the state that is set out in
chapter one. The final chapter sets out the conclusions which
emerge from the thesis.

Before moving on to the first chapter it is important to
briefly note how this thesis relates to some other work which
has been completed on the subject of retirement pensions in
Britain. The first major point to note is that this thesis
picks up the theme of the now famous paper by Titmuss, 'The
Social Division of Welfare'.(1) In this paper, which was
written in 1955, Titmuss stressed the importance of examining
both occupational and fiscal welfare systems as well as the
state welfare system. He argued that occupational and fiscal
welfare could undermine state welfare and therefore that social
administration should include the study of all three forms of
provision. With specific reference to occupational provision,

he pointed out the adverse effects of this form of welfare:

"No doubt many of these forms of occupational social
gservices express the desire for 'good human relations®
in industry... But as they grow and multiply they come
into conflict with the aims and unity of social policy;
for in effect (whatever their aims may be) their whole
tendency at present is to divide loyalties, ?o nourish
privilege, and to narrow the conscience..." 2)

Despite Titmuss' argument, little attention was paid to
welfare systems other than state welfare and with hindsight
contemporary academics have recognised this omission.

Donnison makes this point and argues that both research and
teaching in social administation continued to focus on state
provision.(3) Reddin has since written several articles on the

occupational pensions system and its relation to state pensions



gince the 1975 Social Security Pensions Act,(4) and Groves has
looked at the history of women and occupational pensions.(S)

It is hoped that this thesis will also help to redress the bal-
ance and illustrate that the occupational and state pensions
systems need to be considered together so that the ways in which
each has influenced the other become apparent.

The second point is that since research for this thesis
began, two important constributions to work in this field have
been completed. Firstly there is Shragge's Ph.D thesis and
subsequent book on pensions in Britain.(6) Whilst his work
gives some attention to occupational provision, its focus is
that of state pensions and unlike me, he uses an explicitly
Marxist theory to analyse the development of pensions policy in
Britain. So whilst there are parallels between his research and
mine, there are also significant differences. The other more
recent publication is that by Hannah on the development of occup-

(7)

ational pensions in Britain. This was published whilst my
thesis was in its final stages. Any similarities between his
work and mine are therefore coincidental.

The contribution of this thesis to the understanding of
retirement pensions policy in Britain is intended to be four
fold. PFirstly, it brings together the mass of data on occupat-
ional pension provision. Secondly, it relates occupational to
state provision in an effort to present a more complete picture
of pension provision for the elderly. Thirdly, it sets out the
details of decisions made on pensions by government, and the
role of private capital, trade unions, the poverty lobby and
the public in these decisions. Fourthly, it relates this
olicy

material to the wider issue of the factors influencing sociag/

in capitalist societies and illustrates how discussion of a



single issue such as pensions, when discussed over a lengthy
period, can help to point to these factors.

The research method was that of collecting secondary data,
some of which was archive material, but was mostly government
reports and documents from political parties, trade unions and
the poverty lobby, journal and newspaper articles and numerous
books. The mass of information and data available in this field
inevitably meant a great deal of judicious selectivity on my
part but every attempt was made to present all major perspect-
ives in the formulation of pensions policy throughout the

period in question.
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Chapter One

A RESEARCH APPROACH TO THI STUDY OF RETIREMENT PENSIONS

POLICY IN BRITAIN FROM 1945 TO 1986

Retirement pensions are a major social sgervice.
Currently, £20 billion is spent on the provision of
retirement pensions per year in Britain and yet
relatively little research has been carried out on the
development of policy on the issue. It is hoped that
this thesis will help to rectify this,

The approach to retirement pensions policy which is
taken is this thesis is one which essentially argues
that private captial tends to have most power to
influence social policies which have economic
implications. Therefore, because policy on retirement
pensions has economic implications than private capital
has an interest in influencing pensions reform so that
any policy changes fit with its needs. It‘can be
argued that private capitalt's power to do this rests

on several factors.



Firstly, private capital is able to ensure that the
labour market inequalities which are produced by a capitalist
economic system, are reflected to some degree in the social
security system, including retirement pensions. It is able to
do this because it owns the industrial and financial capital
on which the economy is based. The social security system
cannot provide a higher source of income than people could
secure on the labour market because this would reduce their
incentive to work. Secondly the existence of private capital
gives rise to an alternative pensions systém to that provided
by the state. This consists of occupational pensions and
private insurance pensions. Thirdly, the development of
occupational pensions produces an important source of finance
capital in the form of pension fund assets. These three issues
are inter-related but will be discussed in turn. They are
important because they illustrate the power of private capital
which is not necessarily apparent from a study of decision

making on pensions in isolation.

Retirement pensions and the labour market

Labour market inequalities are most élearly reflected in
occupational rather than state pensions because an occupational
pension largely mirrors an individual's position in the labour
market. Access to occupational pensions ié biased towards non-
manual workers rather than manual workers and towards men
rather than women. Access depends on " position in the
labour market. Those who have no access to the labour market
or only limited access, have no access to occupational pension
schemes either. There is also division between those with

access to occupational pensions schemes because a person's



status and wage in work is closely reflected in their occupat-
vertical

ional pension. There is no room for/redistribution of income

in the occupational pensions system.

Whilst state pensions have the potential to be more
redistributive towards poorer groups because state provision
is not directly linked to the labour market, the labour market
still limits this redistribution. Stafe pensions which are
earnings related, require contributions or are low flat rate
pensions requiring supplementation from means tested benefits,
are all examples of how the work ethic is embodied in state

pensions. Thus Phillipson argues that the ethics of capitalism

conflict with social needs:

",.. the logic of capitalism as a productive and social
system is irreconcilable with meeting the needs of
elderly people"( 1)

And Walker has summarised the principle on which retirement
pensions are based as being:

"... unto every one that hath shall be given"( 2)
The extent to which state pensions are redistributive
towards lower income groups, depends on the power and commitment
of the government, trade unions, the poverty lobby and public
support, not only to push for radical pensions policies but to

undermine the power of private capital in the economy, so
relieving the government of economic pressure to support
private capital's interests. The degree to which private

capital's position in the economy is undermined, determines

the scope for redistributive pensions policies and indeed
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redistribution of income and wealth per se.

The second way in which private capital has power over
pensions policy is the very fact that it prodﬁces an alter-
native pensions system to state provision. This has clear
implications for state pension policy because it divides the
population into those dependent on state pensions and those
who have access to an alternative. Those with occupational
and/or personal private insurance pensions tend to be
wealthier with more power to influence the government.
Occupational and private insurance pensions similarly divide
the trade union movement into those with access to them and
those left dependent solely on state provision.

An important point about occupational pensions is that
the individual has little say in whether he or she belongs
to a scheme. Most employees are obliged to join if it is

provided by their employer. As Wedderburn comments:

"Only in a minority of cases does the worker have any
choice about whether or not he belongs to such a scheme
and in even fewer cases does he have much influence (3)
upon the nature and kind of benefits offered by it."

So whilst the decision to join an occupational pension scheme
is not made by the individual, it is likely to affect his or
her attitude towards state pensions and how generous they
should be and so decrease sﬁpport for improvements in the
state pensions system.

At this point, it seems important to set out the various
reasons for the development of occupational pensions and
therefore illustrate that whilst the government and trade

unions have had some influence on this development, they
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remain first and foremost a product of the economic structure.
Four main economic factors have encouraged occupational

pension development in this country: full employment, demand
for more efficient labour, change in the occupational structure
and a rise in wage levels.

Full employment in the 1950's and 1960's is most often
mentioned as the main reason for the development of these
schemes. Occupational pensions were a means to attract and
retain workers in a period when demand for labour was high.(4 )

This view is clearly illustrated by the following comment in a

government report on the employment of older workers in 1953:

"The development of these schemes has been accelerated
no doubt because it 1is in the interests of employers,
in the competitive conditions of full employment, to
give their workers a special inducement to enter and
remain in their service ..."(5)

Hawkesworth is more specific and argues that occupational
pensions were usually introduced into occupations where the
training costs were high. Full employment did not mean that
all types of workers were in short supply;(‘G) However,
employers did not only introduce occupational pensions because
of their value in attracting and retaining labour but also
because they were a means to shed inefficiént labour. Thus
the Phillips report of 1954 .on the provision for old age,

argued that these pensions gave the employer a means of inc-

reasing the efficiency of the workforce. It gave employers:

"...greater freedom in retiring those employees who are no
longer regarded as efficient as a result of increasing
age or ill-health." (‘7).
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Rhodes mentions that occupational pensions were introduced in
the railway industry as far back as 1908 in order to improve
efficiency.( 8)

Changes in the occupational structure leading to the
growth of non manual work at the expense of manual work is
also seen as an important factor. Gould has argued that the
growth of occupational pensions is related to the growth of
what he calls the salaried middle class. This class is able
to gain more access to occupational pension membership than
the working class by virtue of its more privileged position
in the labour market.( 9)

The fourth economic factor is the rise in real wage levels
which have occﬁrred since 1945. This is important both in the
sense that people become dissatisfied with a low level of

state pension and also that they are able to afford contrib-

utions to occupational pension schemes. Thus Fraser states:

"The growing affluence of the majority has left (10)
Beveridge's concern for mere subsistence way behind."

Reid and Robertson also agree that higher wage levels are an
important factor. They argue that it is only when a certain
level of wage is reached that fringe benefits will be
negotiated.(11)

These four economic féctors were given added strength by
the fact that they were used by the insurance industry to
promote its own interests. Therefore a fifth factor in the
development of occupational pensions schemes was that by the
1950's specialisations developed within the insurance industry

(12)

aimed at selling pensions to employers.
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Clayton notes the rapid development of group pensions
plans from 1931, which was then a relatively new type of
. (13)
insurance.
Government policies have been responsible for four further
factors in the development of occupational pensions: tax
concessions, low levels of state pension, nationalisation
policy and also pay policy. And so in the words of Hindess,

it needs to be acknowledged that government policies also

helped to encourage the growth of private pensions which:

"... do not merely rise from affluence but are the
consequence of government policies."( 14)

The government policy which is directly aimed at encour-
aging occupational pensions has been the system of tax
concessions for both employer and employee on contributions
to occupational pension schemes and the exemption of pension
funds from taxation on interest, dividends or capital gains.
These concessions were retained throughout the period in
question‘ 15)and form part of what Titmuss referred to as
the fiscal welfare system.v16)

Governments also encouraged occupational pensions, inten-
tionally or otherwise, by the provision of low levels of state
pension. The low levels of state national insurance retirement
pension since its introduction in 1946, meant that many elderly
people throughout the period 1946 to 1986, had to rely on means
tested benefits in order to supplement their pensions. In the
words of the British Institute of Management in 1974:

"The U.K. has probably the most developed private pension

schemes in the E.E.C., mainly as a result of the low levels
of state benefits and employer social security contributions."”

(17):
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Clayton too refers to the link between low levels of state
pensions and the development of occupational provision,
particularly in times of rising affluence. Writing in 1971,

he argued that:

"Increasing affluence during the years of full employment
has made people less tolerant of the prospect of relative
poverty in old age and less willing to relv on the minimum

N

benefits provided by the welfare state"( J

A third government policy which extended occupational
pension coverage was the nationalisation programme of the
Labour government in 1945-1950. This was not of course directed
at increasing occupational pensions, but it nevertheless had
that effect. Many of these newly nationalised industries had
previously had occupational pensions for some workers and on
nationalisation these rights were extended. The resulting
increase in public sector occupational pension coverage spurred
the private sector to follow suit as the two employment sectors
were in compefition for labour.(19’)

Government policies of wage restraint also indirectly
encouraged occupational pension coverage. Hawkesworth has
correlated a link between periods of income policy and an
increase in fringe benefit provision including pensions. He
argues that in 1966, 1973 and 1974, all periods of statutory
wage control, disputes regérding fringe benefits increased.(20 )
Minns(21 : and Paish and Peacock(22 ), also support this
argument. In fact Paish and Peacock, writing in 1954 argued
that trade unions had just started to bargain for pensions at
that time because of wage restraint. Basically the argument

is that such government policies encouraged or forced trade
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unions to negotiate for occupational pensions when they would
have preferred wage rises.

How far the trade unions were a further factor in the
development of occupational pensions is disputed. On the one
hand the Watkinson report of 1953 argued that employee pressure

was often responsible for the development:

"The initiative often comes from the emplox%fs themselves
and schemes are usually welcomed by them"( 23)

On the other hand it is argued that it was employers who

were mainly responsible and so Wedderburn and Craig argue:

"The extension of occupational pensions and sick pay
schemes... have come, in the main, not because of
pressure from trade unions, but as a result of employer
initiative."( 24 )

Indeed, in 1972, Chester criticised the reluctance of
manual workers to bargain for occupational pensions.(ZS)’
Perhaps the disagreement is partly explained by the fact that

the trade union movement never spoke with one voice on this

issue: manual workers have been less likely to press for
occupational pensions than non manual workers. Reid and

Robertson argue that up until 1965, there had generally been
little pressure from trade unions for these pensions because

they preferred to lobby for an improved state pensions system.,26)
They mention that employers sometimes introduced occupational
pensions despite trade union opposition.(27 ) From her

research on fringe benefits, Bevan argues that even by the

late 1960's there was little support in the trade union move-

ment for occupational pensions:
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"... many trade unionists were still wary of the schem?%u3)
provided by employers even when they were negotiated.”

The development of occupational pensions varied throughout
the period 1942 to 1986 and so did the parficular factors
responsible for the development. This will be discussed in the
chapters that follow. However, it is possible to reach the
general conclusion that the main reasons for the development
of occupational pensions were economic: changes in the labour
market and employer pressure for the introduction of these
schemes. Government tax concessions were partly responsible
as were less directly but no less significantly, the low levels
of state pension throughout the period. Trade unions had very
little involvement with the development uﬁtil the late 1960's

and even then were divided on the issue.

Finance capital and occupational pensions

As mentioned earlier the third factor which gives private
capital influence on pensions policy is the finance capital
which this occupational pensions system creates. Whilst some
occupational pensions are non—contributoryAand a few are even
run on a pay as you go basis so that today's employees pay for
today's pensioners, the vast majority are funded. Therefore
in most occupational pension schemes contributions are paid by
employer and employees and iﬁvested in a pension fund.

There are three ways in which occupational pension schemes
can be funded. TFirstly an employer can take out a group
pensions scheme from an insurance company. In effect this
means that the employer takes out insurance from the insurance

company to guarantee the payment of pensions in the future.
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Only a few occupational pensions are funded in this way and

it is usually only the small employer who would opt for this
method. However, as Coakley and Harris argue, these group
schemes are important to the insurance companies as they account

(297

for one third of their business. A second type of funding
is that the employer and employees contribute to a fund which
is self managed by the firm with advice from insurance compan-
ies and banks.( 30) However, the third and most popular way

is that the pensions fund is managed by merchant banks,
clearing banks, stockbrokers or insurance companies. These
agents charge the employer fees for managing the scheme.

The pension funds are invested in government securities
(gilts) and company shares (equity) and in property. The
profit gained from these investments is used to pay out occupat-
ional pensions when employees retire. An important aspect of

funded occupational pensions is the immense financial capital

that they have accumulated. As Reddin points out:

"... funded pension schemes are not just pensions schemes.
They hold massive sums of capital and play an increasingly
significant investment role in industry gmoperty and not

least, as major lenders to government."( 31

The assets of pension funds were valued at £100 billion in
1984, so that they now own nearly 30 per cent of all company
shares on the stock market.( 32) Employees have little say in
how these funds are invested.( 33)

In addition to this economic power, occupational pensions
have also created an interest group which benefits quite subs-
tantially from their operation. Thus Dumbleton and Shutt

comment :
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"The pensions industry provides the opportunity for
stockbrokers, merchant banks, estate agents and (34.)
investment advisors to make a very reasonable living." ”

The management of pension funds also provides banks with the
power and opportunity to finance some of their other activities
as Minns discovered in his study of the share holdings of
pension funds.(as’)
The importance of occupational pensions is therefore not
only that they provide an alternative welfare system to state
provision but also the fact that the majority of occupational
pension schemes lead to the build up of pension funds. The
investment and management of these funds links them with the
rest of finance capital and they form an important source of
investment in the economy and a source of income for the
government to borrow. Those with vested interests in occupat-
ional pensions would of course benefit froﬁ government policy
on pensions that did not undermine the position of occupational
pensions. The fact that occupational pensions funds are
important +to the sconomy would suggest that this gives
occupational pensions interests, an important level of power
in government negotiations on pensions policy, unless a govern-
ment is prepared to nationalise this part 6f finance capital.

Reddin summarises this issue:

"The funds can make a major contribution to the retire-
ment incomes of substantial numbers of citizens; they
simultaneously lend to government and industry; their
potential behaviour in this latter role undoubtedly
affects governments' willingness to affect the climate
in which they operate."( 36.)

Therefore private capital in the form of employers and
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the pensions industry, has a clear interest in trying to
resist government policy for a state pensions system which is
generous and financed by vertical redistribution. The poten-
tial power of private capital to resist such policy is clear
and has been illustrated above. However, the extent to which
private capital is able to exploit its powerful position
depends on how far government is committed to introducing
economic reforms which will undermine the power of private
capital. It also depends on the power of the trade union
movement and how far it is united in support of such a radical
policy and on public opinion on the issue, including public

support for the poverty lobby.

Methodology

The aim of this thesis is to look at how particular
decisions on retirement pensions policy in Britain came to be
taken by various governments in the 1945 to 1986 period and
the effects of the policies introduced on the incomes of the

elderly.

The research method is that of looking at the pensions
policies which were debated and those which were introduced.
The role of private capital .in influencing these decisions is
assessed by looking at the role of employers organisations such
as the Confederation of British Industry and the role of the
pensions industry, represented by groups such as the Life
Offices Association which promotes the interests of occupational
pension schemes organised by insurance companies, and the

National Association of Pension Funds which promotes the interest
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of schemes administered by employers. The role of trade
unions will be discussed by mainly looking at the role of the
TUC and its influence on decisions taken and to a lesser extent
the role of individual trade unions. The influence of public
opinion will be assessed by government response to public
opinion and any public opinion polls on the issue. The role
of the poverty lobby will be illustrated from the role of
groups such as Age Concern which campaign on behalf of pensioners
and also groups such as the National Federation of 0ld Age
Pensioners Associations which are organised by pensioners
themselves.

However, the relative power of the govérnment, private
capital, trade unions, public opinion and the poverty lobby
is not only assessed by looking at their overt role in the
decisions taken but also from the effects of the reforms that
were introduced. Data on both state and occupational pensions
is therefore presented and discussed. The levels of state
pension and the number of elderly people dependent on means
tested benefits will be set out. Data on occupational pensions
will illustrate both the proportion of existing pensioners with
occupational pensions and the proportion of the workforce
covered by these schemes. The inequalities in coverage of
occupational pensions between non-manual and manual workers,
private and public sector workers and male and female workers
will be illustrated. The reasons for the development of
occupational pensions in the period covered by each chapter
will also be discussed to assess how far the development was
a result of economic factors or other factors. An assessment
will also be made on how far the occupational pensions sector

has influenced state pensions policies.
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Having discussed the debates, developments and

implications of pensions policy, each chapter concludes by

mentioning the factors which seem to have had nost influence

on the pension policies introduced | nppig will help to

illustrate why pensions policy evolved as it did. Issues such
as how far private capital was able to dominate policy and
similarly how far government, trade unions, public opinion and
the poverty lobby were influencial will be discussed. The
degree to which government was able to override private
capital's interests is important as is whether private capital
itself was united on the issue. Another important issue which
will be discussed is how far Labour government policies on
pensions differed from those of Conservative governments.

Therefofe, whilst much attention is paid to what has been
termed the "micro" level of policy making- how policy was
discussed and the influence of various groups, a narrow view
of the factors influencing policy - 1s avoided because

the material is related to broader, structural factors.

This method of studying retirement pensions policy is
clearly just one possible approach among many. However,
this approach was chosen because it seems to most accurately
reflect the factors responsible for the development of social

policies which have clear economic implications.
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Chapter Two

THE DEVELOPMENT OF STATE AND OCCUPATIONAL RETIREMENT PENSIONS

1945 TO 1964

The aim of this chapter is to discuss the development
of policy on state and occupational pensions during the period
1942-1964. The chapter is divided into four sections. The
first section looks at the development of pensions policy and
data on state pensions for the period of the two Labour govern-
ments of 1945 to 1950 and 1950 to 1951. It begins with the
pensions policy proposed in the Beveridge report of 1942 because
this approach was essentially adopted by the ILabour government
in 1946. The second section outlines the pensions policies of
the three Conservative governments of 1951 to 1955, 1955 to 1959
and 1959 to 1964. It also includes data on state pensions at
this time, along with the development of the Labour party's
policy on pensions during this lengthy period when it was out
of government. The third section covers the development of
occupational pensions between 1936 and 1963. The fourth and
final section relates the pensions developments of 1945 to 1964
to the theory of power and the state which was chosen in chapter

one.

SECTION ONE: POLICY ON STATE AND OCCUPATIONAL PENSIONS IN THE

BEVERIDGE REPORT OF 1942 AND THROUGHOUT THE LABOUR GOVERNMENTS

OF 1945 TO 1951

By the early 1940's existing income provision for the



elderly came to be generally regarded as inadequate. It
consisted of both very low non-contributory pensions paid to
the poorest sections of the elderly population as a result of
the 1908 01d Age Pensions Act and contributory pensions for
manual workers introduced by the Widows', Orphans' and 014 Age
Contributory Pensions Act of 1925. Both of these pensions were
supplemented initially by locally administered poor relief

which was replaced in 1940 by means tested additions paid out

on a national basis by the Assistance Board.

Beveridge and state and occupational pensions

The Beveridge report, "Social Insurance and Allied
Services", included important recommendations for the reform
of this inadequate financial provision for the elderly. It
argued that the state should provide a retirement pension essen-
tially financed by flat rate contributions paid by employees
and employers, with only 20 per cent of the pension financed
from general taxation.(1) The idea of paying for old age
pensions wholly through taxation was put to the Beveridge comm-
ittee by the Political and Economic Planning group, and the
Fabian Society.(z) However, this idea was not seriously
considered by the Beveridge committee.(3) Lynes argues that
whilst Beveridge acknowledged that part of the pensions scheme
should be paid for out of general taxation, he considered that
a wholly tax financed scheme was more likely to lead to low
pension levels which would increase the need for means tested
supplements.(4)

A second important element of Beveridge's proposal was
that pensions and contributions should be of a flat rate level.

He argued that this flat rate level should be high enough to
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cover for subsistence needs once the twenty year contribution
period necessary for receipt of a full pension had elapsed.
Earnings related benefits were briefly considered as an option
but Beveridge only envisaged them as a form of transitional
pension, graduated according to the contributions paid and the
Treasury refused to consider the idea on financial and adminis-
trative grounds.(5)
A third vital element of Beveridge's pension proposals
was that whilst this state flat rate pension should provide the
elderly with a subsistence level minimum pension which would
prevent most pensioners from having to claim means tested
supplements, the state pension should also be low enough to
foster individual responsibility. Therefore, Beveridge argued
that it was not the responsibility of the state to provide more
than this minimum pension level but that each individual could

supplement this with private and occupational pensions. The

report argued that:

"direct encouragement of voluntary insurance, of saving

to meet abnormal needs or to maintain standards of com-
fort above the subsistence level is an essential part (6)
of the Plan for Social Security proposed in this report.”

It is in fact debatable whether Beveridge assumed that
occupational pension provision could be classed as voluntary
provision. Strictly speaking individuals have little choice
in whether they belong to occupational pensions and in this
sense they are not part of voluntary provision. Beveridge made
little specific reference to occupational pensions, but the
comments he did make were included in his report under the

(7)

section on voluntary insurance.
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His brief comments on occupational pensions merely stated
that he recognised the importance of occupational pensions and
estimated that they accounted for approximately ten per cent

(8)

of pensioners incomes. Whilst recognising the importance
of the schemes, he argued that government should not interfere
with this occupational provision. It should ensure that the
development of state pensions was gradual to allow for further

growth of both voluntary and occupational pension provision.

A gradual development of state provision would:

"give time for any necessary rearrangement o{ ghe
occupational pension and voluntary schemes."{(9

The Political and Economic Planning group did suggest
to the Beveridge committee that the state should become more
involved in the development of occupational pensions and
proposed that the government should draw up a standard model
of occupational pension scheme. The government should supervise
them and ensure joint administration of the schemes by both
employee and employer and that a transfer of pension rights was

t.(10) Beveridge did not take

possible on change of employmen
up any of these suggestions.
Whilst Beveridge was opposed to government regulation
of occupational pensions, he supported government regulation
of insurance for funeral expenses, death and endowment which
were provided by the industrial assurance companies and the
friendly societies. He argued that the government should take
over some of the work of these bodies because the proportion

of premiums being used to pay for administrative costs was too

high and too few insurance policies ever matured because people
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could not keep up the payments.(11> This argument for state
regulation stands in stark contrast to his view that occupational
pensions should be unfettered by government controls. Indeed

the amount of attention he gave to the role of friendly soc-
ieties and industrial assurance companies and trade unions as
vehicles for supplementing state pensions, far outweighed the
attention he gave to occupational pensions as supplements to
state pensions. Walley has commented on this imbalance in the

Beveridge report and so he argues that Beveridge has:

"remarkably little to say about occupational pensions
or employers' sick pay arrangements but devotes an
amount of attention worthy of ILloyd George to friendly
societies and trade unions as agencies for supple-
menting state benefits." 12%

So Beveridge's pension proposals were that of flat rate
contributions for a flat rate pension to cover subsistence needs
and supplemented by voluntary or occupational provision which

would be unregulated by the state.

The Labour governments of 1945 to 1951: policy on state pensions

The Labour party was much involved in campaigning for the
introduction of many of the recommendations of the Beveridge
report in the war time coalition government and in the form-
ulation of the subsequent white paper on social insurance of
1944, (13)

With its landslide victory in the 1945 General Election,
the Iabour party was elected to government with a larger majority
than it had ever achieved before or since. The new ILabour

government adhered to Beveridge's proposals for a flat rate
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contribution and benefit system for pensions, with little
debate on any alternatives to this kind of policy. The idea
of earnings related rather than flat rate contributions was
raised by the Minister of National Insurance, James Griffiths
at the annual Labour party conference in 1946.(14) This idea

was also suggested by a Labour Member of Parliament in 1946:

®] suggest to the Minister that a far better system
would be to introduce contributions on the basis of
a percentage of the total income which might be
earned; - about 4-5 per cent."(15

Some constituency Labour parties had argued in 1942, that the
idea of flat rate contributions was regressive, but there had
not been enough pressure to change the Labour party's policy.(16)
By 1950 there was debate on whether benefits should remain flat
rate and so the idea of earnings related pensions was discussed
but rejected on the grounds that it would promote income
inequality amongst elderly people.(17)
Flat rate contributions for flat rate pensions were
introduced by the National Insurance Act of 1946 and this
system of state pensions was retained throughout this period
of Labour government. The policy clearly reflected Beveridge's
proposals although two important changes were made to his plan.
The first change was that the level of the flat rate national
insurance retirement pension was fixed at a lower rate than
the level Beveridge had proposed. The other change was that
full pension rates were paid out after only ten years of con-
tribution, instead of twenty as recommended in the Beveridge

report. The contributions that some people had paid to the

previous state pension scheme would count towards the necessary

ten year period.
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With regard to the first change, Kincaid argues that
national insurance pensions should have been set at £1.70 a
week in 1948 for a single person in order to reflect Beveridge's
proposed benefit level.(18) However, the rate that was set was
Just £1.20 a week. Beveridge's proposed level was itself below
the relative level proposed by Rowntree in 1936.(19) Thus as
Wedderburn has argued, the Labour government failed to introduce

a subsistence level of benefit and thus:

"The subsistenc? l§vel was abandoned de facto
at the outset.n(20 .

Table 2.1 below, illustrates the low level of the state
retirement between 1948 and 1951 both in relation to the basic
rate of national assistance and in relation to the average male
manual worker's gross wage. The failure to uprate the level of
national insurance pension between 1948 and 1950 meant that it
declined in value from 19.1 per cent of these earnings in 1948
to 17.6 per cent by 1950 and the increase just before the
general election of 1951 only raised this percentage to 18.2
per cent. National Assistance was introduced in 1948 as the
new means tested benefit system to supplement those with income
below subsistence level. The table shows that the national
ingsurance pension level was in fact below that of the national
assistance level because hoﬁsing costs were paid on top of the

basic national assistance level which is set out in the table.
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Table 2.1

The rate of state retirement pension for a single pensioner

compared with the national assistance level and related to

the gross average earnings for full time male manual workers

1948 to 1951

National insurance
retirement pension

National assistance

Date | rate in £| as a percentage rate in £ as a percentage
per week of average per week of average
gross male excluding gross male
manual workers housing costs| manual workers

earnings earnings

July

1948 1.30 19.1 1.20 17.6

June

1950% 1.30 17.6 1.30 17.6

Sept

1951 1.50 18.2 1.50 18.2

* there was no increase in national insurance in 1950.

Source: Department of Health and Social Security (1986)

"Social Security Statistics, 1985" Tables 46.09 and

46.10, pp. 250-251.

It has been estimated that in 1946, 1.47 million elderly

people were claiming means tested supplementary pensions.(21)

As table 2.2 below illustrates, the introduction of the national

insurance pension did reduce this number so that by 1948 only

0.55 million elderly people were claiming the new means tested

national assistance benefit and most of these additions were to

supplement the state national insurance retirement pension

rather than payments instead of it.
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Table 2.2

The numbers of people over retirement age receiving state

retirement pension and the number receiving national

assistance in Great Britain, 1948 to 1951

in thousands

Date Number of national | Number of people| Number of people
insurance retire- over retirement over retirement
ment pensions in age receiving age receiving
payment (including | national national assist-
contributory old assistance ance as a supple-
age pensions) ment to national

insurance retire-
ment pension

July 1948 - 550 432
Dec. 1948 - 638 495
Dec. 1949 - 719 558
Dec. 1950 3858 852 677
Dec. 1951 4146 969 767

Sources: HMSO (1965) "Report of the National Assistance Board

year ending December 1964", Cmd. 2674, HMSO, London,

Appendix III, p.63.

V. George (1967) "Social Security: Beveridge and After",

Routledge and Kegan Paul, London, p.165, Table 45-
(taken from the Annual reports of the Ministry of

Pensions and National Insurance).

Government figures reveal that 22 per cent of those on
national insurance retirement pension in 1951, in the U.K. were
receiving national assistance as well.(zz) At the time, the

new image and administration of means tested benefits, which
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had been introduced by the National Assistance Act 1948, was
considered to solve any existing problem of non take-up of
means tested benefits. Indeed Deacon has argued that the
popularity of the means tested supplementary pensions paid
out during the Second World War by the Assistance Board and
the subsequent change from a household to a personal means test,
helps to explain why the Labour governments 1945-51 were content
to let so many people become dependent on means tested national
assistance benefits.(23) The need for many elderly people to
claim national assistance in order to bring their incomes up
to subsistence level, was not seen as a problem at the time.
This complacent view of state provision was ref}eqﬁe%)and Tre-
inforced by Rowntree's study of poverty in Ybrgf;hfgi concluded
that poverty had declined substantially and that a great deal
of this decline was due to the reorganisation of the social
security system.(24) However, recent re-analysis of data from
Rowntree's study has revealed that at least 12.4 per cent of
the people included in his study were living below national
assistance levels and most of the people eligible, but not
claiming national assistance were in fact elderly people.(25)
The Labour government's decision to introduce national
insurance benefits of such a low level therefore led to many
elderly people claiming national assistance and a significant
number failing to claim it.and so living below the official
poverty line. It is clear that Beveridge's ideal that the
introduction of national insurance would mean that only a small
and declining number of people would need to claim means tested
benefits was not fulfilled by Labour government policy. Yet

Beveridge's ideal itself was unrealistic in that even his

proposed level of national insurance benefits did not cover
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power of private capital should not be under-estimated, neither

should it be over-estimated and thus the power of government

under-rated.
As far as the relative power of the trade unions is con-

cerned, it is clear that their powef is heavily dependent on

their position in the economy at any one time. If there is full

employment and labour is therefore a scarce commodity, then
trade unions will have significant power if they are organised
so that they can withdraw their labour if their demands are not

met. However, when unemployment is high, then trade unions no

longer have this power. It is much easier for the employer to

attract new labour.
The other factor determining trade union power is whether
the various sections of the movement are united or divided on

an issue. Divisions of interest within the trade union move-

ment have become more apparent since the 1960's with the
growing affluence of more skilled workers at the expense of

unskilled workers. The growth of white collar work has also

contributed to this division of interest. However, when trade

unions are united and in a situation of full employment, then
important reforms can be won.

In this sense the Marxist view that welfare reforms fit

with the needs of capital, can be disputed. They can just as

easily be viewed as concessions gained from private capital.
Titmuss argued that welfare such as the national health service,
is significant because some of the principles on which it is
based chzallenge the dominant value system.(77) Whilst welfare

reforms may have many shortcomings, and whilst a capitalist

economic system can co-exist with them, this does not mean that

they necessarily benefit capitalism.



37

Thus the Labour government introduced a low flat rate
state national insurance retirement pension, financed by flat
rate contributions. The inequality of the wage structure
meant that contributions had to be low enough.for the lowest
paid to afford them. With only a small element of the cost of
the pension financed from general taxation, this low level of
flat rate contribution inevitably led to low levels of pension.
Many elderly people still needed to claim means tested benefits.
Whilst the new state pension scheme increased the incomes of
the elderly it was by no means a radical reform. The Labour
government was content to use Beveridge's proposals as the
framework for the new state pensions system and there was little

debate on alternatives to this.

The Labour governments of 1945 to 1951: policy on occupational

pensions

As will be discussed in section three of this chapter,
it is likely that some of the growth of occupational pension
schemes between 1936 and 1953/4, did occur during the 1945-1951
period of Labour government even though it had no explicit
policy to either encourage or discourage occupationagl pensions
despite awareness at the time of their growing importance.(28)
However, two of its financial policies did have implications
for the growth of the occupational pensions sector: its failure
to nationalise the insurance companies and its acceptance of the
tax concessions available to these pension schemes.

The Labour party had been committed to nationalising
insurance companies since 1931 when the Cohen committee invest-

(29)

igated the issue. Whilst this policy did not appear in the

Labour party's general election manifesto for 1945, it was
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mentioned as part of Labour's programmes in that year.(3o)

By 1948, one Labour M.P., Jan Mikardo criticised the ILabour
government's failure to take action on the issue. He argued
that it was important that voluntary insurance, which people
could use to supplement their national insurance benefits, was
available at as low a cost as possible. Nationalisation of
insurance companies would reduce this cost. He also argued
that it would curb the overlapping and overselling of insur-
ance as well as removing the financial power of the insurance
companies.(31)

In 1949, both James Griffiths, the Minister for National
Insurance and Aneurin Bevan, The Minister for Health, asked the
National Executive of the ILabour party to support the national-
isation of insurance companies.(32) This was opposed by some
members of the National Executive Committee on the grounds that
it was politically dangerous to make enemies of the insurance
companies who could launch powerful propaganda campaigns against
the Labour government. It was also argued that nationalisation
would undermine British insurance business abroad, particularly
in the United States and so it would effect the dollar reserves
and hence the national economy.(33)

At a further National Executive Committee meeting on the
issue, there was opposition from the Co-operative society which
argued that nationalisation would mean that the Co-operative
Insurance Society would cease to exist. This opposition was
used by Stafford Cripps, the Chancellor of the Exchequer and
by Herbert Morrison, Lord President, to strengthen the case
against nationalisation.(34) The eventual outcome of the
debate was that nationalisation was rejected but mutualisation

of the insurance companies was accepted. This was a compromise
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which meant that the Labour government argued for a certain
proportion of insurance funds to be made to invest in govern-
ment securities and that the policy holders themselves should
own the companies so improving the value of their insurance
policies. This was set out in the Labour party's General

Election manifesto of 1950:

"The Labour Party, believing that the interests of
policy holders should be paramount therefore proposes
that the Proprietary Companies should be taken out of
the realm of private profit and mutually owned by the
policy holders themselves instead of by private share
holders."(35)

However, even this less radical attempt at undermining
the insurance companies led to intense campaigning by the

insurance industry. As Sked and Cook point out:

"... agents were mobilised by insurance companies-
which set up 400 anti-nationalisation committees up
and down the country- and used as doorstop canvassers
against the Government's programme."(36)

O'Morgan argues that mutualisation of the insurance
companies had little support from the public either. It was
a complex policy and the public could not clearly see what they
would gain from it.(37) By the 1951 General Election there was
no mention of the proposal. in the Labour party's manifesto.
Whilst the policy did appear in the Labour party's pamphlet,
"Challenge to Britain" in 1953,(38) Clayton argues that this
statement was merely "lip service" to an idea that had been
"quietly dropped".(39)
The implications of Labour's failure to nationalise the

insurance companies has been aptly summarised by Marwick as
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being the most important reason why inequalities in welfare

persisted:

".,.. despite earlier Labour sentiments on the subject,
private insurance outside the state system was left
untrammelled - perhaps one of the largest single reasons(40)
why the classless welfare state failed to materialise.”

The involvement of insurance companies with the occupational
pensions system was discussed in chapter one. It is clear

that if the ILabour government had nationalised the insurance
industry it would have undermined the development of occupational
pension provision.

The other financial policy of the Labour government which
affected the development of occupational pensions was its policy
on tax concessions to these schemes. In 1947 it introduced
legislation in the firm of a Finance Act, to restrict these
concessions. This limited the amount of a lump sum occupational
pension which could attract tax relief.(41) This legislation
did indicate that the Labour government did not approve of some
of the tax concessions available to occupational pensions but
it left most of the existing tax concessions for these schemes
intact and few occupational pension schemes would lose tax
relief as a result of these changes. Indeed Pilch and Wood argye
that rather than curb the development of occupational pensions,
the 1947 Finance Act actualiy encouraged the development by
re-affirming the tax concessions that were still available to

employers should they decide to set up an occupational scheme:

"Employers who had been nervous about introducing

a scheme on the o0ld basis, which looked too good

to be true, were encouraged by the new rules to

set up pension schemes for their key employees

which would still enable quite substantial tax free
capital benefits to be paid on their retirement."(42)
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Firstly, private capital is able to ensure that the
labour market inequalities which are produced by a capitalist
economic system, are reflected to some degree in the social
security system, including retiremept pensions. It is able to
do this because it owns the industrial and financial capital
on which the economy is based. The social security system
cannot provide a higher source of income than people could
secure on the labour market because this would reduce their
incentive to work. Secondly the existence of private capital
gives rise to an alternative pensions system to that provided
by the state. This consists of occupational pensions and
private insurance pensions. Thirdly, the development of
occupational pensions produces an important source of finance
capital in the form of pension fund assets. These three issues
are inter-related but will be discussed in turn. They are
important because they illustrate the power of private capital

1

which is not necessarily apparent from a study of decision

making on pensions in isolation.

Retirement pensions and the labour market

Labour market inequalities are most clearly reflected in
occupational rather than state pensions because an occupational
pension largely mirrors an individual's position in the labour
market. Access to occupational pensions is biased towards non-
manual workers rather than manual workers and towards men
rather than women, who have less powerful positions in the
labour market. Those who have no access to the labour market
or only limited access, have no access to occupational pension
schemes either. There is also division between those with

access to occupational pensions schemes because a person's
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"We should like to see the Social Security Scheme more
widely supplemented by special pensions schemes run
by firms or even industries."(44)

Similarly the Conservative party's manifesto for the General
Election of 1950 stated that personal thrift should be encour-
aged in order to supplement social security provided by the
state.(45) These were indications of the type of pensions
policy to be adopted by the Conservative government on return-
ing to office in 1951.

/
SECTION TWO: CONSERVATIVE GOVERNMENT AND LABOUR PARTY POLICY

ON STATE AND OCCUPATIONAL PENSIONS 1951 TO 1964

This section discusses the pensions policy of the three
Conservative governments of this period. It will deal firstly
with pensions policy between 1951 and 1956 and secondly with
the policy in the period 1956 to 1964. This will be followed
by an account of changes in Labour party policy on pensions
which were formulated in this long thirteen year period when

it was the party of opposition rather than government.

Conservative government policy on state and occupational pensions

1951 to 1956

The cornerstone of Conservative policy throughout this
five year period was to offer means tested assistance to those
pensioners in need rather than improve the real level of
retirement pensions. Poverty among the elderly was to be
tackled through selective additions rather than through universal
improvement of retirement pensions. Table 2.3 illustrates that
neither the rate of national insurance nor the rate of national

assistance increased in relation to the average gross earnings
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of male manual workers. By 1956, both these benefit levels

were just 17.6 per cent of this earnings figure.

Table 2.§

The rate of state retirement pension for a single pensioner

compared with the national assistance level and related to

the gross average earnings of full time male manual workers
1952 to 1956

National insurance . .
Telirement pension National assistance
Date¥| rate in £| as a percentage rate in £ as a percentage
per week of average per week of average
gross male excluding gross male
manual workers housing costs | manual workers
earnings M earnings
Toes | 1-625 18.3 1.75 20.1
Teos | 2.00 18.4 1.875 17.8
Togd  2:00 17.6 2.00 17.6

* The increase in national insurance level took place in

September 1952 and April 1955. There was no increase in national

insurance level in 1956.
Source: Department of Health and Social Security (1986)

"Social Security Statistics 1985", HMSO London,

pp.250-251, Tables 46.09 and 46.10.

Whilst the levels of national assistance did not increase,

the number of elderly people claiming it to supplement national
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insurance retirement pensions rose from 856,000 in 1952 to
927,000 by 1956. Table 2.4 below illustrates this increase.
In proportional terms too there was an increase: 22 per cent
of those on national insurance retirement pension were also
receiving national assistance payments in 1951 and by 1954 the

i, (46)

corresponding proportion had risen to 27 per cen There-
fore, the national assistance system was becoming increasingly
important as a supplement to the low level of state national
insurance pension. Subsequent research by Abel-Smith and
Townsend, published in 1965, revealed that at least 7.8 per
cent of the British population were living below national
assistance levels in 1953/54. This amounted to four million
people, half of whom were living in households where the head
of the household was retired.(#7) This indicates that there
was a significant degree of non take-up of national assistance
benefits even though people were eligible for them. The
Conservative government's policy of using the national assist-
ance system rather than the national insurance system to
increase income levels among the retired made this non take-up
of national assistance more of a problem.

As far as policy on occupational pensions in the 1951
to 1956 period was concerned, policy changes were introduced
and three government reports were published that made several
important recommendations on this issue. Firstly, the
Watkinson committee had been set up in March 1952 to review
the problem of the employment of older men and women. Its
report in 1953 referred to the growth in occupational pension
provision and the need for more comprehensive data on the

(48)

issue. Concern was also expressed that occupational

pensions might undermine the employment of older workers.(49)
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Table 2.4

The numbers of people over retirement age receiving state

retirement pension and national assistance in Great Britain,

1952 to 1956

in thousands

Date Number of national | Number of people | Number of people
insurance retire- over retirement over retirement
ment pensions in age receiving age receiving
payment (including| national national assist-
contributory old assistance ance as a supple-
age pensions) ment to national

insurance retire-
ment pension

Dec 1952 4184 1098 856

Dec 1953 4309 1194 938

Dec 1954 4435 1258 1001

Dec 1955 4548 1153 888

Dec 1956 4644 1189 927

Sources: HMSO (1965) "Report of the National Assistance Board

year ending December 1964", Cmd. 2674, HMSO London,

Appendix III, p.63.

V. George (1967) "Social Security : Beveridge and After"

Routledge and Kegan Paul, London, p.165, Table 45
(taken from annual reports of the Ministry of Pensions

and National Insurance).

The second report was that of the Phillips committee

which had been set up in 1952 to look at the economic and

financial problems involved in providing for elderly people.

It was set up partly because the government was concerned about
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Clayton notes the rapid development of group pensions
plans from 1931, which was then a relatively new type of

(98)

insurance.
Government policies have been re§ponsible for four further

factors in the development of occupational pensions: tax

concessiong, low levels of state pension, nationalisation

policy and also pay policy. And so in the words of Hindess,

it needs to be acknowledged that government policies also

helped to encourage the growth of private pensions which:

"... do not merely rise from affluence but are the
consequence of government policies."(99)

The government policy which is directly aimed at encour-
aging occupational pensions has been the system of tax
concessions for both employer and employee on contributions
to occupational pénsion schemes and the exemption of pension
funds from taxation on interest, dividends or capital gains.
These concessions were retained throughout the period in
question(1oo)and form part of what Titmuss referred to as
the fiscal-welfare system.“01)

Governments also encouraged occupational pensions, inten-
tionally or otherwise, by the provision of low levels of state
pension. The low levels of state national insurance retirement
pension since its introducfion in 1946, meant that many elderly
people throughout the périod 1946 to 1986, had to rely on means
tested benefits in order to supplement their pensions. In the
words of tﬂe British Institute of Management in 1974:

"The U.K. has probably the most developed private pension

schemes in the E.E.C., mainly as a result of the low levels

?f state benefits and employer social security contributions.’
102)
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so that the 1956 Finance Act introduced two new tax reliefs
for pension schemes. One provided for tax to be paid only on
the interest of an annuity, not on the annuity as a whole and
the other allowed for premiums paid on an approved deferred
annuity to be treated as an expense for tax purposes.(58)
This created a new tax free business for insurance companies
referred to as pension annuity business(Sg) and so reduced the
premiums for occupational pensions financed by an insurance
policy.(6o)

Townsend illustrates the financial implication of this
change by pointing out that it cost the Treasury just as much

as the amount paid to all pensioners in national assistance

benefit. Thus he stated that the 1956 PFinance Act:

", .. allowed £50 million a year in taxes to be lost to
the Exchequer so that contributors to private super-
annuation might enjoy more generous tax concessions.
That £50 million was equivalent to the total sum then
being paid to old age pensioners by the National
Assistance Board."(61)

Conservative government policy on state and occupational pensions

1957 to 1964

By 1958, the Conservative government had decided to

introduce changes to the state retirement pension, probably
prompted by the fact that the ILabour party had adopted a new
approach to retirement pension provision in 1957.(62) A white
paper was produced in 1958 which set out the govérnment's new
proposals, which came to be known as the Boyd-Carpenter pension
scheme. The Graduated Pensions Act, of 1959, introduced these
proposals and so a modest earnings related supplement, financed

by earnings related contributions, was added to the existing
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flat rate state retirement pension. However, this earnings
related supplement was in no way designed to undermine the
occupational pensions system but on the contrary, it was

designed to encourage it. Thus the government's white paper

had stated that:

"... changes in the field of National Insurance should
be so framed as not to prevent the vigorous develop-
ment of independent provision for old age, whether
through occupational schemes or otherwise."(63)

Therefore, the legislation allowed all those in occupat-
ional pension schemes which would provide a pension of at least
the level of the new graduated pension supplement, to contract
out of contributions to this earnings related part of the state
pension. It was profitable for all those earning more than the
average male and female manual workers wage to contract out.(64)
Moreover it was the employer, not the employee, who decided
whether to contract out the occupational pension scheme.

By 1963, 4.3 million or 39 per cent of all employees in
occupational pension schemes had contracted out of the new
state graduated pension(65) and by 1967, this figure had reached
5.3 million, i.e. 43 per cent of all those in occupational

pension schemes.(66)

This was far in excess of the Government's
expectations which had been a modest 2.5 million.(67)

The Graduated Pensiohs Act also encouraged the growth of
new occupational pension schemes. Lapping states that in 1962,
900,000 employees were covered for the first time and plans
were set out for more schemes to make use of contracting out.(68)
However, most of those benefiting from this development of new

occupational pension schemes were those employees who were on

above average incomes.(69)
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This expansion in occupational pension schemes also
increased the business of insurance companies and banks who
administered many of these occupational pension schemes.
Stephens aptly summarises the effect of the 1959 Graduated

Pensions Act as:

"a great shot in the arm for the British Insurance
business."(70)

But whilst the legislation encouraged occupational pro-
vision, it did little to improve the level of the state pension.
Lynes estimated that the graduated supplement was so low that
even after contributing to it for ten or in some cases twenty
or thirty years, pensioners with no other resources would still
have to claim national assistance in order to bring their

income up to the official poverty line.(71)

Allowing occupat-
ional pension scheme members to contract out of the graduated
pension meant that those who could afford to pay a higher
contribution to the state scheme were in fact paying a lower
contribution.(72) This left no room for redistribution from
higher to lower income groups which would have improved income
levels for those dependent on state pensions.

Indeed it seems that far from being a reform to improve
pensioners incomes it was in fact engineered in order to increase
contributions to the natioﬁal insurance fund without having to
pay out an immediate increase in benefit.(!3) TIn this way the
reform ensured that the Exchequer subsidy to the national insur-
ance fund could be reduced. Between 1954 and 1959 the Exchequer

subsidy to the national insurance fund had increased from 11.1

per cent to 19.9 per cent but in 1962, a year after the Grad-

uated Pension scheme was introduced, this subsidy had dropped

to 15.4 per cent.(74)
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The table below illustrates that the levels of state

retirement insurance and of national assistance increased only

marginally in relation to the average wage for male manual

workers, to 20.4 per cent in 1963 for national insurance

pension and 19.2 per cent in that year for national assistance.

Table 2.5

The rate of state retirement pension for a single pensioner

compared with the national assistance level and related to

the gross average earnings of full time male manual workers

1958 to 1963

National insurance National assistance
retirement pension
Date | rate in £ ]| as a percentage rate in £ as a percentage
per week of average per week of average
gross male excluding gross male
manual workers housing costs| manual workers
earnings earnings
Jan 0 19.8 2.2 17.8
1958 205 . . 5 7-
Sept
1950 2.50 18.5 2.50 18.5
R 2.875 19.1 2.675 17.8
Sept
1962% 2.875 18.2. 2.875 18.2
May 5
1963 3.375 0.4 3.175 19.2

* there was no
or 1962.

Source:

uprating for national insurance pension in 1959

Department of Health and Social Security (1986)

"Social Security Statistics 1985", HMSO, London,
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Once account is taken of the additional payment of housing
costs on top of the national assistance rate it is clear that
the level of national insurance remained lower throughout the
period.

The issue of the relationship between the levels of
national insurance and national assistance to average earnings
has been raised several times in this chapter. The crucial
point in this debate is that retirement pensions and other
social security benefits were not at this time raised automat-
ically every year but rather they were raised periodically at
the discretion of the government. It was therefore inevitable
that the ratio between the two would decline during the inter-
vening period. However, the fact remains that there was no
marked increase in either national insurance retirement pension
or in national assistance in relation to average earnings
throughout the 1951-1964 period of Conservative government.

As far as the numbers of elderly people claiming national
insurance and national assistance was concerned, Table 2.6 sets
out the data for the period 1957 to 1964. Whilst there was
some fluctuation, the overall trend was an increase in the
numbers claiming national assistance so that by 1964 there were
1.154 million elderly people on national insurance retirement
pension who were also receiving national assistance. As
Bradshaw and Deacon have argued, the increase in the total
numbers of elderly people in the population and also the inc-
rease in council house rents together with the fact that the
elderly were more willing to claim national assistance than the
0ld public assistance, explains a large part of the increase in

numbers of elderly people dependent on national assistance.(75)
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Table 2.6

The numbers of people over retirement age receiving state

retirement pension and national assistance in Great Britain,

1957 to 1

964

in thousands

Date

Number of national
insurance retire-
ment pensions in
payment (including

Number of people
over retirement
age receiving
national

Number of people
over retirement
age receiving
national assist-

contributory old assistance ance as a supple-
age pensions) ment to national
insurance retire
ment pension
Dec 1957 4755 1237 978
Dec 1958 5320 1134 894
Dec 1959 5477 1213 976
Dec 1960 5563 1307 1075
Dec 1961 5676 1276 1056
Dec 1962 5814 1331 1122
Dec 1963 5981 1295 1100
Dec 1964 6158 1342 1154
Sourcess:s HMSO (1965) "Report of the National Assistance Board

year ending December 1964", Cmnd. 2674, HMSO London,

Appendix III, p.63.

V. George (1967) "Social Security :

Beveridge and After"

Routledge and Kegan Paul, London, p.165, Table 45

(taken from annual reports of the Ministry of Pensions

and National Insurance).

However, whatever the reasons for the increase, it was clear

that a large number of elderly people were dependent on means
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of schemes administered by employers. The role of trade
unions will be discussed by mainly looking at the role of the
TUC and its influence on decisions taken and to a lesser extent
the role of individual trade unions. The influence of public
opinion will be assessed by government response to public
opinion and any public opinion polls on the issue. The role
of the poverty lobby will be illustrated from the role of
groups such as Age Concern which campaign on behalf of pensioners
and also groups such zs the National Federation of 0l1d Age
Pensioners Associations which are organised by pensioners
themselves.

However, the relative power of the government, private
capital, trade unions, public opinion and the poverty lobby
1s not only assessed by looking at their overt role in the
decisions taken but also from the effects of the reforms that
were introduced. Data on both state and occupational pensions
is therefore presented and discussed. The levels of state
pension and the number of elderly people dependent on means
tested benefits will be set out. Data on occupational pensions
will illustrate both the proportion of existing pensioners with
occupational pensions and the rroportion of the workforce
covered by these schemes. The inequalities in coverage of
occupational pensions between non-manual and manual workers,
private and public sector workers and male and female workers
will be illustrated. The reasons for the development of
occupational pensions in the period covered by each chapter
will also be discussed to assess how far the development was
a result of economic factors or other factors. An assessment
will also be made on how far the occupational pensions sector

has influenced state pensions policies.
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people were living below national assistance level because they
were not claiming this benefit although they were on such low

incomes that they were entitled to do so.(8o)

The survey also
showed that elderly women were much more likely to be living
below the national assistance level than men, because they were
less likely to have paid national insurance pensions and less
likely to have an occupational pension.(81)

The government disputed the validity of Cole and Utting's
research arguing that the research sample was not large enough.(82:
However, it seems that the results did embarrass the government
and so just before the General Election of 1964, it commissioned
its own survey into the situation of elderly people in Britain,
which as we shall see later, supported the findings of Cole and
Utting. (83)

The net effect of Conservative government policy on
pensions during this thirteen year period of 1951 to 1964, had
been to encourage the development of occupational pensions both
by the fact that the state retirement pension was kept at such
a low level and because it allowed occupational pension scheme
members to contract out of the graduated supplement it had
introduced to the state scheme. The high dependency of elderly
people on means tested benefit increased to an even higher level
than under the Labour governments of 1945 to 1951. Thus by the
end of this long period of Conservative rule the numbers of
elderly people living below this national assistance level were
becoming apparent. Research was beginning to contradict the
assumption that national assistance had helped to solve the
problem of poverty amongst the elderly. It was becoming clear

that many elderly people, for whatever reason, were unwilling

to go through the means testing necessary to receive national
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assistance and were therefore living below the official poverty
line.

Labour party policy on state and occupational pensions

1951 to 1964

Until 1955, Labour party policy on state pensions remained
that of flat rate contributions for flat rate benefits. However,
by 1955 discussion began on the idea of changing this policy to
one of earnings related state pensions financed by earnings
related contributions. A policy on these lines had been form-
ulated by Titmuss and his colleagues Abel-Smith and Townsend who
were all advisors to the Labour party on welfare policy. Their
ideas were first put to the Labour party by Crossman at the
annual conference of 1955.

This conference debated the need for the Labour party to
adopt a new approach on pensions. The debate was wide ranging
and covered both the method of financing pensions and the level
of pensions gs well as the specific idea of earnings related
pensions. Roberts, chairman of the TUC Social Insurance comm-
ittee, argued that the principle of contributory insurance should
be retained so that benefits as of right could be provided which
would be less vulnerable to cuts.(84) However, Aneurin Bevan
argued that pensions should be financed entirely by employers
and the Exchequer.(BS) There were also many resolutions calling
for a substantial increase in the level of the flat rate national
insurance pension.

Crossman, the NEC member replying to this debate, argued
that the low paid could not afford to pay for higher flat rate
contributions and the Exchequer could not afford the level of
subsidy required to increase the level of the existing national

insurance pension. He therefore proposed that the conference
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The pensions plan set out by Titmuss did not include
nationalisation of insurance companies but it did include a
proposal for a state pensions fund which would be invested
in private industry. This proposal was incorporated into the
policy document, 'National Superannuation' which was accepted
by the National Executive Committee of the ILabour party in
1957.(91) However, Titmuss had also argued that all members of
occupational pension schemes should pay full contributions to
the state pension scheme but this was rejected by the Labour
party and so contracting out of part of the state pensions
system was accepted.

According to Heclo, the TUC and the middle class put
pressure on the ILabour party to allow contracting out. He
argues that the trade unions did not want their members' plans
for occupational pensions to be jeopardised by them having to
remain full members of the state pension scheme as well.(92)

But how far the TUC rather than the insurance and banking ind-
ustries were responsible for the Labour party's decision to
allow contracting out is in fact debatable. It is likely that
additional, if not more significant pressure, was exerted on
the Labour party by the insurance and banking industries who
stood to lose potential and existing revenue if all occupational
pension scheme members were required to pay full contributions
for a state earnings related pension.

Other features of the National Superannuation policy
accepted by the Labour party in 1957 were that the state pension
scheme would consist of two elements: a flat rate and an earnings
related element. Contributions from employees at 3 per cent on
earnings up to four times the national average wage, would be

added to a 5 per cent contribution by the employer and 2 per cent
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Whilst the new policy did propose state pensions which
were largely earnings related it also ensured some redistrib-
ution towards the lower paid and an increase in the level of
the state pension which would have reduced the number of
pensioners having to rely on national assistance. However,
some on the left wing of the Labour party argued that the scheme
should have done more to help existing pensioners and criticised
the proposal that it should take forty years before the pension
scheme was paying out full benefits.(96)

As far as the TUC was concerned, it eventually agreed
to the principle of state earnings related pensions in 1957.

In 1955 it had rejected the idea partly because it favoured
increases to the existing flat rate national insurance pension
and partly because some trade unionists were in occupational
pension schemes and were worried that a state earnings related
pension could undermine these.(97) However, 1t seems that the
TUC's continuing failure to secure a significant increase in
the national insurance pension prompted it to eventually agree
to changing its policy.(98) In February 1957 Alfred Roberts,
leader of the TUC Social Insurance committee, accepted the
Labour party's new strategy for pensions. At the annual

conference of the TUC in that year he therefore stated:

"... the attractions of the new scheme are sufficiently
great to justify further examination and to do so in
the full knowledge that this will involve an approach
to social insurance on lines fundamentally different
from those previously endorsed by Congress."(99)

His approach was accepted by the conference.
In contrast to this support, the occupational pensions

industry was clearly opposed to the Labour party's new policy.
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The most organised section of the pensions industry at this
time was the Life Offices Association(100) which represented
the occupational pension schemes administered by the insurance
industry. Pensions business had become a major part of the
insurance industry and had been developed to replace business
lost when state national insurance was introduced in 1946.(101)
The National Association of Pension Funds which represented
occupational pension schemes administered by employers, was

not so active at this time.(102)

The Life Offices Association was hostile to Labour's
new pension policy arguing that the role of the state pension
should merely be to ensure that basic needs of the elderly were
met. More specifically it argued that the Labour party was
uder-estimating the costs of the scheme, that it would lead to
too much redistribution of income , that it would increase
inflation and that it would reduce personal savings and under-
mine the national economy.(1o3)

The Institute of Actuaries were also critical of Labour's
proposals and argued that the proposed state pensions fund would
give the government too much investment power. One of the
leading Actuaries in the City, Frank Reddington, argued that
if introduced, the policy would lead to little contracting out
of the proposed state earnings related pension. Most employers
would therefore pravide occupational pensions as a supplement
to the full state pension.(1o4)

Some leading members of the Labour party were concerned
that the insurance industry might organise anti-Labour propa-
ganda in response to its new policy just as it had done in the
late 1940's when the Ilabour government had proposed national-

ising the insurance companies.(105) The dilemma for the ILabour
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party was that if a future Labour government introduced the
new pension policy then it would arouse much opposition from
the pensions industry but if it did not introduce it, and so
state pension levels were not substantially improved, then
occupational pension schemes would continue to develop with
no viable state alternative.

After the publication of 'National Superannuation' in
1957, the Labour party's study group on security and old age
argued that more help should be given to existing pensioners
and those who would retire in the early years of the new scheme.
These suggestions were incorporated into the Labour party
document, "New Frontiers for Social Security" published by the
National Executive Committee in 1963.(106) Therefore it was
suggested that the value of contributions paid by those over
fifty years of age should be doubled in the early years of the
scheme. So that after only seven years, a married man with
average earnings would be entitled to a pension equivalent to

(107)

half his previous earnings. It was also suggested that
an income guarantee should be introduced to benefit existing
pensioners and all those retiring within seven years of the new
pension scheme being introduced. This would provide a minimum
income which at first would be "well in excess of the present
level of retirement pension" and would increase in the transit-
ional seven year period so that the majority of elderly people
would no longer have to claim national assistance. Entitlement
would be assessed on completion of simplified tax returns to
the Inland Revenue.

This 1963 social security policy statement also supported
the rest of the proposals set out in the 1957 National Super-

g, (109)

annuation documen including the idea of g state pensions
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fund which led to more criticism by the Life Offices Association
who argued that if introduced this would reduce the outlets
available for the investment of occupational pension funds.(11o)
However, despite this opposition, the Labour party retained its
new policy on pensions and included it in its manifesto for the
1964 General Election.

Having reviewed the developments of pensions policy and
data on state pensions throughout the period 1945 to 1964, the

development of occupational pensions in this period will now be

discussed.

SECTION THREE: THE DEVELOPMENT OF OCCUPATIONAL PENSIONS
1936 TO 1963

The information available on the development of occupat-
ional pensions in this period consists of a Ministry of ILabour
survey conducted in 1936 (111) and surveys by the Government
Actuary in 1956¢112) ana 1963(113)  1ne 1936 Ministry of Labour
survey only looked at occupational pensions in the private
sector of employment, although estimates have since been made
on the coverage in the public sector at that time. The govern-
ment report on "the Economic and Financial problems of 014 Age"
1954, known as the Phillips report,(114)also contains some
information on occupational pensions in 1953/54 but the data
is not comprehensive and indeed the report of this committee
argued that more accurate information should be collected by
the government.(115) The Government Actuary did begin the series
of detailed surveys soon after this recommendation.

The vast increase in occupational pension scheme member-
ship which occurred between 1936 and 1963, is shown in Table 2.7

along with the percentage of employees in the labour force who
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belonged to an occupational pension scheme during this period.
This table shows that the number of employees who were members
of an occupational pensions scheme rose from 2.6 million in
1936 to 11.1 million in 1963. The period from 1953/4 to 1956
witnessed the most rapid development of occupational pension
scheme membership, closely followed by the period 1956 to 1963.
Lack of data for the intervening years between 1936 and 1953/4
makes it difficult to assess whether the increase in membership
from 2.6 million to 6.2 million in that period was the result
of a steady increase in membership throughout these years or
the result of rapid development occuring within a few years of
the whole period.

Occupational pension data for 1963 onwards is discussed
in detail in later chapters but it is important to note here
that the period 1953 to 1963 contained the most rapid develop-
ment of occupational pension scheme membership in the whole
period of 1936 to 1983.

The table shows that the increase in the number of emp-
loyees in occupational pension schemes from 1936 to 1963 is
reflected in the increase in the proportion of all employees
in the labour force who were members of a scheme. In 1936,

approximately
only/ 12 per cent of employees were in an occupational pension
scheme but by 1956, this proportion had risen to 36 per cent
and by 1963 it had reached 47 per cent - almost half of the
total workforce.

The rapid development of occupational pension schemes
in this period can be ascribed to several of the factors
already mentioned in chapter one in the discussion of the broad

factors that account for the development of occupational pensions

generally. Thus, in this 1936 to 1963 period, it seems that
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full employment, the low level of the state retirement pension,
the nationalisation policies of the ILabour government 1945 to
1951, the increase of occupational pension membership for local
government employees, tax concessions, and the promotion of
occupational pensions by the insurance industry, all seem to
have been important factors.

The return of full employment after the Second World War
is perhaps the main reason for the rapid development of occupat-
ional pension schemes at this time. Between 1948 and 1966, less
than 2 per cent of the labour force were unemployed.(116) By
the 1950's there was such a shortage of manpower that elderly
people were encouraged to stay on at work past the age of 65

(117)

years. Occupational pension schemes were therefore a means
of attracting and retaining employees.

However, another crucial factor was that the state
national insurance retirement pension introduced in 1946 was
kept at such a low level. The previous sections of this chapter
have mentioned this. It seems that when the state retirement
pension was initially introduced in 1946, it did lead to emp-
loyers reducing the contributions and benefits of occupational

pensions.(118)

However, the value of this pension subsequently
declined in relation to wage levels and employees were able to
afford to contribute toan occupational pension scheme as well
as the state scheme. The 1959 Graduated Pensions Act, intro-
duced by the Conservative government was intended to encourage
the growth of occupational pensions and offered contracting
out of state pension contributions and benefits.

The nationalisation of industries in the 1945-1950 period

brought with it an extension of occupational pension membership

to the public sector as did the local government superannuation
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Acts of 1937 and 1953.(119) The expansion of public sector
occupational pension provision encouraged employers in the
private sector to introduce more occupational pensions pro-
vision because the two employment sectors were in competition
for labour. The insurance industry also encouraged the trend
by employing a new type of broker specifically to sell occupat-
ional pensions. Tax concessions for both employer and employees
on contributions to occupational pension schemes in addition to
the tax free status of pension funds, were largely retained by
governments throughout the 1936 to 1963 period. The ILabour
government's limited attempt at restricting some of these
concessions had little effect on the development and some of
the provisions of the 1956 Finance Act increased these
concessions.

There is little evidence that the trade unions had much
of a role in the rapid expansion of occupational pensions in
these years. Paish and Peacock argue that wage restraint in
the 1950's encouraged the trade unions to bargain for occupat-
ional pensions,(120) but there is little evidence that the
trade union movement as a whole played anything but a minor
role in the development of occupational pension schemes at this
time compared with the other factors which have been mentioned.

Having outlined the overall trend in occupational pension
membership at this time, it .is useful to breakdown this data
into the development and coverage of occupational pensiaon
schemes for non-manual as compared to manual employees,for
public sector as compared to private sector employees and for
male as compared with female employees.

The inequality of access to occupational pension schemes

between non-manual and manual employees is shown in Table 2.8.
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elderly came to be generally regarded as inadequate. It

consisted of both very low non-contributory pensions paid to
the poorest sections of the elderly population as a result of
the 1908 01d Age Pensions Act and contributory pensions for

manual workers introduced by the Widows', Orphans' and 0ld Age

Contributory Pensions Act of 1925. Both of these pensions were

supplemented initially by locally administered poor relief

which was replaced in 1940 by means tested additions paid out

on a national basis by the Assistance Board.

Beveridge and state and occupational pensions

The Beveridge report, "Social Insurance and Allied

included important recommendations for the reform
It

Services",

of this inadequate financial provision for the elderly.
argued that the state should provide a retirement pension essen-
tially financed by flat rate contributions paid by employees

and employers, with only 20 per cent of the pension financed

from general taxation.(1) The idea of paying for old age

pensions wholly through taxation was put to the Beveridge comm-
ittee by the Political and Economic Planning group, and the

Fabian Society.(g) However, this idea was not seriously

considered by the Beveridge committee.(3) Lynes argues that

whilst Beveridge acknowledged that part of the pensions scheme
should be paid for out of general taxation, he considered that
a wholly tax financed scheme was more likely to lead to low

pension levels which would increase the need for means tested

supplements.(4)
A second important element of Beveridge's proposal was

that pensions and contributions should be of a flat rate level.

He argued that this flat rate level should be high enough to
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The percentages in the table are not directly comparable
because the sources on the numbers of non-manual and manual
employees in the labour force are different -~ there being no
single source available. There is also the problem that the
occupational pension data refers to the U.K. but the employ-
ment data refers to Great Britain. However, the data gives
some idea of the inequality between the two categories. In
1956, 55 per cent of non-manual employees were in an occupat-
ional pension scheme, compared with 26 per cent of manual
employees. This difference had narrowed by 1963 so that 61 per
cent of non-manual employees compared to 43 per cent of manual
employees were then covered. The table also shows that the
number of non-manual employees in the workforce increased
between 1956 and 1963, whilst the number of manual employees
decreased and because non-manual occupations are more likely
to have occupational pension rights attached to them, then the
increase in non-manual work itself helped to increase the total
number of employees with an occupational pension scheme.

Whilst data on non-manual and manual membership of
occupational pension schemes is not available for the years
1936 and 1953/54, data is available for these years on public
and private employee coverage. Table 2.9 below shows that
between 1936 and 1953/54, slightly more of the increase in
occupational pension membership was attributable to public
sector employment. However, between 1953 and 1956 most of the
increase- 66 per cent, was due to an increase in the number of
private sector employees in an occupational pension scheme and
between 1956 and 1963, 93 per cent of the increase was due to
the private employment sector. As already mentioned it is

likely that the rapid development of public sector occupational
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pension schemes due t0 nationalisation of some industries and
the extension of these pensions for local government employees,
encouraged private sector employers to set up schemes for their
employees as well.

The table also shows that in 1953/4 only 19 per cent of
private sector employees were members of an occupational pension
scheme compared with 49 per cent of public sector employees.
By 1963 the percentage of private sector employees in a scheme
had risen to 42 per cent and the percentage of public sector
employees in a scheme had also risen to 66 per cent. Public
sector workers were therefore still more likely to be in an
occupational pension scheme than private sector employees
despite the significént development of occupational pension
membership in the private sector from 1956 onwards.

Table 2.10 shows that the rapid increase in occupational
pension coverage in the 1936 to 1963 period was quite clearly
mainly due to an increase in the number of male rather than
female employees covered. For example, in the 1956 to 1963
period, 97 per cent of the increase was due to an increase in
the number of male employees in occupational pension schemes
and the table shows the low proportion of female as compared
with male employees covered by occupational pensions. In
1953/4, 36 per cent of male employees belonged to an occupat-
ional pension scheme compared to only 18 per cent of female
employees. By 1963, the proportion of male employees in
occupational pension schemes had risen substantially so that
62 per cent of male employees were covered but the proportion
of female employees in these schemes had risen only slightly
to 21 per cent. The data clearly shows that the rapid expansion

of occupational pensions in the 1950's and early 1960's was
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mainly due to an increase in the number and proportion of male
employees gaining access to occupational pensions.

This gender inequality of access to occupational pension
schemes is partly explained by the fact that women are more
likely than men to be in part-time employment and it is full-
time employment which is more likely to provide an occupational
pension scheme. Unfortunately, the data available for this
period does not illustrate the position of full-time male
employees compared with full-time female employees.

The previous tables have shown the inequalities of access
to occupational pensions but there is also inequality between
those in occupational pension schemes. As far as the period
from 1936 to 1963 was concerned, it was clear from the Govern-
ment Actuary surveys of 1956 and 1963, that non-manual workers
were members of occupational pension schemes which were more
generous than the schemes available to manual workers.

In the 1956 survey, salaried staff were receiving occup-
ational pensions more than twice the size of those given to

wage earners.(121)

The Government Actuary survey for 1963 found
that the combined average contribution from employee and
employer towards the occupational pension schemes of non-manual
workers was £110 per year but the combined contribution for
manual workers was just £35 per year. Some occupational pensiaon
schemes are non-contributory and so contribution levels are not
necessarily an indication of the generosity of the occupational
pension but they give some idea of the inequality between those
with access to occupational pensions. This survey also revealed
that 50 per cent of occupational pensioners were receiving an

occupational pension of between 10s. and £2 per week, 47 per

cent were receiving one of between £2 and £15 per week whilst
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3 per cent were receiving one of between £15 and £20 per week
and so the inequality in the value of occupational pensions
was clear.(122)

The tables on occupational pensions have so far referred
to the number and proportion of employees who were members of
an occupational pensions scheme. Table 2.11 shows the number
and proportion of pensioners receiving an occupational pension.
It shows that in 1936, only 5 per cent of pensioners were

receiving an occupational pension but by 1963 this proportion

had risen to 19 per cent.

Table 2.11

The number of occupational pensions in payment compared with
the total number of elderly people, 1936 to 1963

Year Total number of Total number of percentage of
occupational elderly people elderly people
pensions (males 65 and over| receiving an
in payment ¥ females 60 plus) occupational
pension
1936%% 0.2 4.3(1931) 5
1953/4%* 0.9 6.7(1951) 13
1956 1.1 7.5(1958) 15
1963 1.5 7.9 19

¥ very few pensioners receive more than one occupational pension
and so the percentage receiving an occupational pension is fairly
accurate;

** a5 noted on other tables, these occupational pension surveys
referred to G.B. only whereas 1956 and 1963 data refers to U.K.-
the difference is accounted for in the data on the number of
elderly people in the population.

Sources: (continued over)
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Sources: occupational pension data: Government Actuary (1981)

"Occupational Pension Schemes 1979: Sixth Survey by the Govern-

ment Actuary", HMSO, London, p.12, Table 3.1

population data:

re 1936 Central Statistical Office (1963) "Annual Abstract of

Statistics 1963", no. 100, HMSO, London, p.9, Table O.

re 1953/4 ibid.

re 1956 ibid.

re 1963 Central Statistical Office (1968) "Annual Abstract of

Statistics 1963", no. 105, HMSO, London, p.12, Table 11.

Data from the Government Actuary Survey of 1963 shows that only
0.55 million or 36 per cent of the 1.5 million pensioners
receiving an occupational pension were women.(123) Cole and
Utting's research in 1959/60 also found inequality between male
and female pensioners so whilst nearly 50 per cent of retired
single and widowed men had an occupational pension, only 20 per
cent of single retired women and 4 per cent of retired widows
were receiving one.(124)
One final point relating to the growth of occupational
pension schemes in this period is the corresponding growth in
pPension fund assets. Data from the Radcliffe committee, which
had been set up to examine the monetary and credit system, shows
that in 1958, pension fund assets were worth £2,500 million.
This was just under the améunt of assets held by the building
societies, was half of the assets held by insurance companies
and one third of the assets of the London clearing banks.(125)
This figure excludes the assets of funds administered by ins-
urance companies- about one quarter of the total number of

pension funds at that time. By 1963, pension fund assets had
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(126) Pension funds were

almost doubled to £4,637 million.
clearly becoming an important part of finance capital.

This section has shown the rapid rise in occupational
pension membership and the rise in the number of pensioners
receiving an occupational pension throughout the years 1936 to
1963. It has also shown the inequalities of access to occupat-
ional pension schemes between non-manual and manual employees,
public and private sector employees and between male and female
employees. Having outlined this data on occupational pensions,
together with data on state pensions and the policies on
retirement pensions adopted by governments in this period, it
is now important to relate this material to the theory of power

and the state to be used in this thesis which was set out in

chapter one.

SECTION FOUR: AN EVALUATION OF RETTIREMENT PENSION PROVISION

BETWEEN 1945 AND 1964

This section discusses how far the retirement pensions
system of this period was the result of the power of private
capital in the form of employers and finance capital and indeed
the capitalist economic structure itself, or how far it was the
result of the power of governments, public pressure, trade
union pressure or that of the poverty lobby to act against the
interests of private capital. The influence of these factors
will be discussed in turn.

As far as the Labour government's policy on state retire-
ment pensions between 1945 and 1951 was concerned, it essentially
pursued a moderate policy which posed little threat to private

capital. Thus the national insurance retirement pension which
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it introduced, contained very little redistribution from higher
to lower income groups. It upheld work incentives by the fact
that entitlement was based on contribution record. The govern-
ment could have introduced a state pension scheme which gave
more help to lower income groups if it had based entitlement
on citizenship and had ensured that the state flat rate pension
was financed entirely from direct taxation or by earnings
related contributions. There is no overt evidence that sections
of private capital forced this moderate policy onto the Labour
government and it is likely that the policy was mainly due to
a lack of commitment by the Labour government to a more radical
policy. However the point is that if the government had attemp-
ted to introduce a more radical scheme it would have faced
opposition by private capital because such a policy could be
seen as undermining the inequalities of the wage structure
which are an essential element of a capitalist economy. Unless
the Labour government was prepared to introduce fundamental
changes to the economic system, its policies on social security
were to a large . extent limited by this economic system.
However, the ILabour government did have some independence
from private capital's power. Whilst its state pensions policy
was moderate, it can be argued that it was not simply the kind
of policy which fitted with the needs of private capital. The
state national insurance retirement pension which it introduced
was clearly more generous than the previous system of state
retirement provision which had provided for selected groups
only and even then at a very minimal level. The introduction
of this new state retirement pension did, at least initially,
reduce the number of elderly people needing to claim means

tested benefits. This higher, universal pension, must have
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Thus the Labour government introduced a low flat rate
state national insurance retirement pension, financed ty flat
rate contributions. The inequality of the wage structure
meant that contributions had to be low enough for the lowest
paid to afford them. With only a small element of the cost of
the pension financed from general taxation, this low level of
flat rate contribution inevitably led to low levels of pension.
Mzny elderly people still needed to claim means tested benefits.
Whilst the new state pension scheme increased the incomes of
the elderly it was by no means a radical reform. The Labour
government was content to use Beveridge's proposals as the
framework for the new state pensions system and there was little

debate on alternatives to this.

The Labour governments of 1945 to 1951: policy on occupational

Eensions

As will be discussed in section three of this chapter,
1t is likely that some of the growth of occupational pension
schemes between 1936 and 1953/4, did occur during the 1945-1951
period of Labour government even though it had no explicit
policy to either encourage or discourage occupational pensions
despite awareness at the time of their growing importance.(28)
However, two of its financial policies did have implications
for the growth of the occupational pensions sector: its failure
to nationalise the insurance companies and its acceptance of the
tax concessions available to these pension schemes.

The Labour party had been committed to nationaliéing
insurance companies since 1931 when the Cohen committee invest-

igated the issue.(gg) Whilst this policy did not appear in the

Labour party's general election manifesto for 1945, it was
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decision to drop this nationalisation policy was partly due to
lack of planning,(129) and lack of commitment(13o) but perhaps
most of all due to the pressure exerted by the insurance industry
itself which was able to use its wealth to launch successful
public campaigns against both the idea of nationalisation and
mutualisation of insurance. The economic problems faced by the
Labour government at this time also helped to restrict the scope
of radical reform(131) for example Morgan describes the deepening
financial crisis which hindered the social reform policies of

the Labour government and which produced an economic crisis in
1947 and he is critical of members of the Labour government at
that time who failed to appreciate these constraints.(132)

The decision not to nationalise the insurance industry
left this section of finance capital free to diversify and
exploit the growing market for private and occupational pensions.
This became some compensation for the insurance business lost as
a result of the national insurance system introduced by the
Labour government in 1946.

The Labour government had succeeded in nationalising
very few industries by 1951 and in effect the capitalist economy
was left intact. The increasing affluence of some employees
which this economic system allowed along with a situation of
full employment made occupational pensions a useful device for
employers to use to attract labour. Thus an alternative system
of retirement pensions developed alongside the state system.

This occupational pensions system encouraged the acceptance of
the earnings related principle for state pensions amongst the
Labour party and trade unions. It also became such a major part
of retirement provision that the idea of those in occupational

schemes contracting out of state pension schemes became acceptable.
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Whilst there was some conflict between the Labour
government and private capit&} over retirement pensions policy,
the Conservative governments/1951 to 1964 and private capital
seemed to have the same interests. There seems to have been
no dispute between the two even over details of policy. The
Conservative government reduced the value of the state retire-
ment pensions in relation to earnings and introduced a graduated
supplement to the state'pension which was designed to encourage
the development of occupational pension schemes rather than
improve the incomes of existing or future pensioners. In these
ways it pursued policy which clearly matched the interests of
private capital.

As far as public opinion was concerned, its influence
compared to private capital, was, as with the ILabour government
more powerful on some occasions but less powerful on others.

It was no doubt public support for change to the social security
system after the Second World War which encouraged the Labour
government to introduce its new state pension system. As has
already been mentioned this was not directly the interests of
private capital. However on other issues, private capital seems
to have been able to influence public opinion to support policies
which suited its interests. A clear example of this is the way
in which the insurance companies campaigned against the Labour
government 's proposed nationalisation of insurance. This
campaign seems to have been an important influence on the with-
drawal of this policy. Another example is the way in which the
development of occupational pension schemes divided interests.
Occupational pension schemes need to be seen as a product of

a capitalist economy and in this way the product of the power

of private capital. There seems to have been some public
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concern in the 1950's and 1960's about the low levels of the
state retirement pension at that time. The Conservative govern-
ment merely responded by setting up an enquiry into the income
levels of elderly people. It is likely that public concern about
the low levels of state pension would have been stronger and
therefore of more influence on the government had all the pop-
ulation been faced with dependency on state pensions when they
retired. By 1963, almost half of the working population were
in an occupational pension scheme and this is likely to have
divided interests.

The trade union movement supported the introduction of
the new state retirement pension in 1946 but came to have divided
interests regarding retirement pensions by the 1950's because
of the development of occupational pension schemes. Whilst few
trade unions had become actively involved in negotiation for
occupational pension schemes in the 1945 to 1964 period, it
seems that the growing access of some trade union members to
these schemes weakened support for radical improvements to the
state pension scheme. The trade union movement still supported
increases to the state retirement pension (which were not
introduced) but it was wary of any substantial increase in
pension levels, for example through earnings related contribut-
ions and benefits, which would not allow contracting out for
those who belonged to an occupational pension scheme. So in
this sense private capital had been able to influence the trade
union movement as it had influenced the public in general through
the provision of occupational pensions which reduced support for
a more radical state pension system.

There is little evidence of any action or influence by

the poverty lobby on the retirement pensions policies of the
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period. Bradshaw and Deacon do note that voluntary organis-
ations for the elderly were the first to draw attention to the
numbers of elderly people living below the national assistance
level in the 1950'3.(133) This probably encouraged the academic
research on the issue in the late 1950's and early 1960's, the
results of which embarrassed the Conservative government of the
time and probably increased public awareness of the problem but
it had little other effect.

This discussion has shown that the main factors determin-
ing retirement pensions provision in this period were the power
of private capital and to a lesser extent the power of govern-
ment, public opinion and the trade union movement. Governments
were shown to have some independence from private capital, for
example, the state retirement pension introduced by the Labour
government in 1946 was not a policy which served the needs of
private capital. It was a policy which private capital could
tolerate but it did not directly serve its interests. If the
Labour government had wanted to introduce a more radical pensions
policy it may have been able to do so with more commitment but
it would have faced direct opposition by private capital which
it could only have overcome by radically restructuring the
economy to reduce the power of private capital. Its one attempt
to begin to do so, with its proposed nationalisation of insur-
ance companies failed because it did not have the commitment
and had not planned the policy in such a way as to overcome the
direct opposition from the insurance companies. The public and
trade union movement were able to exert pressure in that they,
like the Labour government, supported the introductfen of the
state retirement pension in 1946. However the development of

occupational pensions was able to divide public and trade union
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interests and weaken support for a more radical state pension
in the 1950's and early 1960's and in this way private capital
was able to influence both public and trade union opinion.

So by the end of this period, in 1964, occupational
pension schemes covered half the workforce and the state retire-
ment pension remained low with many elderly people needing to
claim national assistance. The next chapter looks at how the

Labour government elected in 1964 responded to this situation.
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Chapter Three

THE DEVELOPMENT OF STATE AND OCCUPATIONAL RETIREMENT PENSTIONS
1964 TO 1974

This chapter discusses the development of retirement
pensions policy throughout the period 1964 to 1974. Section
one discusses the policies of the Labour governments 1964 to
1970 and section two discusses the policies of the Conservative
government of 1970 to 1974. Sections one and two both include
data on state pensions. Data on occupational pensions
throughout this period is set out and discussed in section
three. The fourth and final section analyses these pension

developments in relation to the theory of power and the state.

SECTION ONE: STATE AND OCCUPATIONAL PENSIONS POLICY OF THE

LABOUR GOVERNMENTS 1964 TO 1970

A Labour government was returned after the General
Election of October 1964, but with a majority of only four seats
and after just eighteen months the Prime Minister, Harold
Wilson, called another General Election. His bid to increase
the labour party's majority in parliament succeeded and so from
March 1966 until June 1970 a Labour government was in power
with a majority of 96 seats. This is important because the
discussion of pensions policy in this period of Labour govern-
ment is divided into two parts. The first part discusses the
policies of both of the Iabour governments from 1964 to 1970,

towards the incomes of existing pensioners. The second part
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discusses pension policy for future pensioners throughout the

same period.

Policy for existing retirement pensioners

The previous chapter mentioned that the Labour party's
social security document, "New Frontiers for Social Security”,
published in 1963, included both a policy for a state earnings
relation pension and a policy for an income guarantee to help
existing pensioners and those who would retire before the
proposed new state pension scheme was paying out full pensions.
Both of these policies were included in the Labour party's
general election manifesto for 1964.(1)

The income guarantee would provide g minimum income which
it was claimed would be set at a level above that of the exist-
ing state retirement pension. This initial level would be
increased during the seven year period before the new state
pension scheme was paying out adequate benefits.(z) The income
guarantee would ensure that most elderly people had an income
high enough to 1lift them off the need for national assistance.
Entitlement would be assessed from the completion of simplified
tax forms. It was hoped that this simplified means test and
the fact that the elderly would not have to go to the national
assistance board to claim it, would attract those elderly who
had previously failed to claim the national assistance benefits
to which they were entitled.(3) It was a way of increasing
the incomes of the poorest elderly without having to raise the
level of the state retirement pension.

It would still have been preferable to substantially
increase the levels of the state retirement pension to reduce

the need for means testing altogether. However, if the income
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guarantee had been introduced at a generous level and its means
testing had been made more acceptable than that of the national
assistance scheme, then it would have been of some help to
elderly people. But even the income guarantee policy was not

introduced and as Townsend has stated, the fate of the idea was:

"... a particularly intriguing example of a paper lion
which has turned into a lamb."(4)

Yet the 1964 election manifesto stated that the income guarantee
would and could be introduced gquickly, because unlike other
social security reforms, its introduction would not depend on

growth in the economy:

"... with the exception of the early introduction of
the Income Guarantee, the key factor in determining
the speed at which new and better levels of benefit
can be introduced, will be the rate at which the
British economy can advance."(5)

But two other policies effectively replaced it. The first was
an increase in the level of the state retirement pension in
1965 and the second was the reorganisation of national assist-
ance into supplementary benefit in 1966. Neither reform was
as generous as the promised income guarantee scheme.

It seems that right at the beginning of the new Labour
government, it was decided that a modest increase in the state
retirement pension was preferable to introducing the income
guarantee. 1In November 1964 the rise in the state retirement
pension was announced. However, despite backbench protest, the

(6)

increase was delayed until March 1965. Wilson argued that

(7)

this delay was due to administrative and economic difficulties.
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Nairn is more specific and argues that these economic difficul-
ties were caused by Wilson's decision to borrow on the
international finance market as a way of avoiding an economic
crisis in 1964. He argues that Wilson's refusal to adopt a
more radical economic policy was restricting the scope of

social reform:

"Since the government turned to international finance,
it needed the goodwill of the international money
lenders; since it does not mean to control the
private sector of industry, it will need the goodwill
of its own capitalist class to get anywhere at all."(8)

Wilson did acknowledge these constraints, but unlike Nairn,

(9)

he argued that there was no alternative. Miliband argues
that Wilson could have devalued the pound in 1964 instead of
borrowing on the international finance market with the con-
straints on public expenditure which international finance
capital could then demand. He makes the important point that
Wilson's aim was to manage capitalism more effectively rather
than introduce radical economic changes which would undermine
the power of private capital and make way for more radical
social reform.(1o)

Even though Wilson had postponed the increase in the
state retirement pension to March 1965, the announcement of
this increase, along with that of other tax and social security

increases, led to an economic crisis in November 1964. Thus

Wilson states:

"The combination of tax increases with increased social
security benefits provoked the first of a series of
attacks on sterling by speculators and others which
beset almost every action of Government for the next
five years."(11)
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Sked and Cook comment that the problem was that the
increase indicated to both British and foreign capital that

the Labour government was giving increases in social security

too high a priority:

"To both the city and foreign observers, it seemed to
mean that the Labour government were giving their (12)
soclal policies priority over the strength of sterling."

However, despite these economic pressures, the increase
in the state retirement pension was introduced. It was a
modest increase but high enough to increase the level of this
pension to 21.4 per cent of the gross average earnings of full-
time male manual workers. Since its introduction in 1948, this
percentage had fluctuated between 17.6 per cent and 20.4 per
cent (see tables 2.1, 2.3 and 2.5 in chapter two), and so the
1965 increase raised it to its highest level so far. However,
as will be discussed later with reference to tables 3.1 and 3.2,
to reduce the numbers of elderly people needing to claim
national assistance would have required a much higher increase
relative to national assistance so that the pension would cover
housing costs and more than subsistance needs.

By July 1965 it was clear that the income guarantee policy
had been dropped even though Wilson claimed that it had merely
been postponed. However,.it was not introduced even after the
Labour government strengthened its majority in 1966. The
withdrawal of the income guarantee policy was part of a package

of expenditure cuts designed to stabilise the economy. Thus

Wilson argued:
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"The consequences of the run on sterling following the
May trade figures were recorded in the gold figures at
the end of the month and started off a fresh run...

The Chancellor and I agreed that new measures were
needed... The economic package we were preparing was
approved by Cabinet, though there were some extremely
tough and unhappy measures in it... we announced the
postponement of the proposed income guaranteed pension.'

(13)

The 'National Plan', which was published by the government
in 1965, set out the government's plans to promote economic
growth.(14) This document stated that the income guarantee had
been withdrawn because it would not promote economic growth and
it recommended that a new pensions plan should be drawn up which
would not cost so much.(15) Thus it seems that economic factors
were largely responsible for the decision to abandon the idea of
an income guarantee.

However, three other reasons have been given to explain
why the idea was dropped. Firstly, the resources which could
have financed it had already been spent on the increase in state

retirement pension in 1965.(16)

Secondly the Inland Revenue
which would have administered the scheme was opposed to it.(17)
This opposition in turn reduced the Treasury's support for the

scheme. Thus as Crossman stated:

"... the Chancellor's enthusiasm for any scheme goes
down if the Inland Revenue is in revolt."(18)

A third reason was that there were doubts as to whether
the scheme had been thoroughly worked through. Crossman
expressed such doubts in January 1965.(19) Subsequent academic

comment by Webb is that the plan was:

"... an outline scheme not a detailed blueprint."(zo)

The government was obviously not committed enough to complete
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more detailed work on the idea or to overcome opposition from
the Inland Revenue. The income guarantee would have involved

a means test but from the Labour party's promises it seems that
this would have been more acceptable to elderly people than the
national assistance system and so abandoning the idea meant

that many elderly people still had to claim national assistance.

The value of the state retirement pension declined after
the 1965 increase as Table 3.1 shows, to between 19.6 and 21.1
per cent of the gross national average earnings of full-time
manual male workers. In contrast, the basic rate of national
assistance benefit (renamed supplementary benefit in 1966) was
as high, if not slightly higher, than the rate of state retire-
ment pension, even before the housing costs which were paid on
top of this basic rate are taken into account.

The Minister for Social Security, Peggy Herbison, resigned
in July 1967 because she considered the increase in the state
retirement pension in 1967 to be too low. She felt that it
should have been increased to keep pace with the rise in the
average wage.(21) The National 0l1d Age Pensioners Association
sent a deputation to Judith Hart, the new Minister for Social
Security, in September 1968 to protest against the low level of
the national insurance pension. However, she argued that the
economic situation was such that an increase was not feasible
and also that it was difficult to get the higher paid to accept
the level of contribution required to meet the cost of the
suggested increase. The National 01d Age Pensioners Association
argued that the Exchequer should restore its former contribution

to the pension scheme. They also argued that a reduction in

expenditure on defence could finance an increase and An 3\ s\\
disputed whether in fact the higher paid would be re

. . 2
finance a more generous pensn.on.( 2)
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Table 3.1

The rate of state retirement pension for a single pensioner

compared with national assistance/supplementary benefit levels
and related to the gross average earnings of full-time, male,
manual workers, 1965 to 1969

Date National insurance National assistance/
retirement pension supplementary beneflt
rate in £ | as a percentage |[rate in £ as a percentage
per week | of average gross || per week | of average gross
male manual excluding male manual
workers earnings costs workers earnings
Nagen 4.00 21.4 3.80 20.3
Togew 4.00 19.7 4.50 22.2
?;27 4.50 21.1 4.75 22.2
Toegx|  4-50 19.6 5.05 22.0
11\182'9 5.00 20.0 5. 30 21.2

* Tn 1966 and 1968 there was no increase in the national insur-
ance pension and so the percentage of earnings in these years

has been calculated by assessing average earnings from the per-
centages given for supplementary benefit. These average earnings
figures have been calculated as: 1965 : £18.69, 1966 : £21.33,
1967 : £25.00, 1968 : £22.97, 1969 : £25.00 (See DHSS (1986)
"Social Security Statistics 1985", Table 46.09.

¥* this rate includes the long term addition paid to pensioners
from 1966.

Sources: Department of Health and Social Security (1986)
"Social Security Statistics 1985", HMSO, London,
pPp.250-251, Tables 46.09 and 46.10.

Department of Health and Social Security (1975)
"Social Security Statistics 1973", HMSO, London,
p. 148, Table 34.01 (re rates of long term
additions from 1966).

The trade union movement also expressed its concern at

the low level of the state retirement pension. The TUC's annual

conference, in 1967, passed a resolution demanding an increase
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in the pension(23) and in August 1968 the TUC told Crossman,
then Secretary of State for Social Services, of their views on
this issue but Crossman merely replied that the situation was
unavoidable.(24)

The effect of the government's decision not to raise the
levels of the state retirement pension or introduce a generous
income guarantee was that the proportion of elderly people
claiming national assistance/supplementary benefit on top of
their state retirement pension remained@ high. Table 3.2 shows
that the percentage of elderly people claiming national assist-
ance or supplementary benefit on top of their state retirement
pensions was 22 per cent in 1965 rising to between 28 and 29
per cent in the years 1966 to 1969. This percentage was higher
than in the previous Labour and Conservative governments of
1945 to 1964, when it had ranged between 22 per cent and 27 per
cent.(25) Part ,but not all ,of this increase can be attributed
to the change in the name and administration of national assist-
ance in 1966. However, the persistently low levels of state
retirement pension were also important.

Several research reports in 1965 and 1966 indicated that
there were many elderly people eligible for national assistance
who were not claiming it. A government report on the impact of
rates on households found that in 1963, at least 500,000 retired
households were eligible for, but not claiming, national
(26)

assistance. A report by Townsend and Wedderburn on "The

Aged in the Welfare State" did not specifically look at the
issue of low take-up of national assistance but concluded that

it was likely that there were around 500,000 elderly income units
living below the national assistance level.(27) This report also

found that 50 per cent of the elderly were so dependent on the
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Table 3.2

The numbers of people over retirement age receiving national

insurance retirement pension and the number receiving national
assistance in Great Britain 1965 to 1969

in thousands

Date Number of Number of Percentage of
national insurance people over national insurance
retirement pensions retirement retirement pension-
in payment (includ- age on ers (including

ing contributory national widows 60 to 64
0ld age pensions) assistance/ | years,) on national
supplementary| assistance/supple-

benefit mentary benefit

1965 6529 1435 22

1966 6717 1818 29

1967 6940 1806 28

1968 7141 1860 28

1969 7299 1875 28

Source: Central Statistical Office (1970) "Social Trends 1970"
no.1, HMSO, London, p.99, Table 47 and p.100, Table 48.

state social security system that they received less than £1 per

(28) The

week from other sources such as occupational pensions.
report from the survey commissioned by the Conservative govern-
ment in 1964, "Financial and Other Circumstances of Retirement
Pensioners", which was published in 1966, also confirmed the
problem of non-take-up of national assistance amongst elderly
people. It estimated that 850,000 olderly people were eligible,
but not claiming national assistance in 1965.(29) This amounted

(30)

to 13.4 per cent of the elderly population. The reasons
given for non-take-up included dislike of going to the National
Assistance Board, dislike of charity altogether and some elderly
people felt that they could manage without claiming it.(31)

Having abandoned the idea of an income guarantee, the

Labour government's response to the problem of this low take-up
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of national assistance was to reform the administration of

this means tested benefit and to rename it. Therefore in August
1966, just five months after the General Election of 1966, the
Ministry of Social Security Act was passed. This Act came into
effect in November 1966. It amalgamated the existing Ministry
of Pensions and National Insurance and the National Assistance
Board into one Ministry of Social Security. The functions of
the 0ld National Assistance Board were taken over by a newly
created Supplementary Benefits Commission. National assistance
payments were renamed supplementary benefits and payments to the
elderly were referred to as supplementary pensions. The elderly
could use the same pension book to cash both national insurance
pensions and supplementary pension.(32) Means testing for
eligibility for the supplementary pension would continue although
it was hoped that the new administration would change the image
of means testing and reduce the stigma attached to claiming such
benefits. The government publicised these changes to try and
increase take-up of this new means tested benefit system.

The level of supplementary benefit available to the elderly
was also increased with the introduction of a long term addition
on top of the basic rate and it raised the income and capital
disregards concerning eligibility for supplementary benefits.

So the government not only changed the administration of the
means tested benefit system, it also increased the number of
people who would be eligible to claim.(33)

The degree to which these changes increased take-up of
supplementary benefit is disputed. Initially, several thousand
new claims were made.(34) Crossman argued that about half of
those elderly people who had not claimed national assistance

although they were entitled, were claiming the new supplementary
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(35)

pension. However, he admitted that there was still some

non-take-up of the benefit amongst elderly people:

".,..it was still true that there were many thousands
of people who would not go near it because they felt
that it was repugnant to them."(36)

Atkinson argued that it would be optimistic to claim that
non-take-up had been reduced by 25 per cent, let alone the 50
per cent figure which Crossman had stated.(37) Atkinson stated
that between 50 and 66 per cent of the increase in proportion
of state retirement pensioners claiming supplementary benefit,
(this increase was shown in Table 3.2), was due to the increased
level of this benefit and so an increase in the number of
elderly people eligible rather than an increase in the take-up
of the benefit.(38)

Townsend's large scale research project on poverty from
1968 to 1969, found that the numbers of elderly people, (65
years and over), who were eligible but not claiming a supple-
mentary pension was 1.32 million.(39) He acknowledged that the
numbers of elderly people eligible for this means tested benefit
had increased both due to the 1966 legislation and because the
numbers of elderly people in society had increased. However,
he controlled for these changes so that he could assess how far
the introduction of supplementary benefit had reduced the

problem of non-take-up and found that it reduced it by just

2.2 per cent:

"the effect of introducing supplementary benefits was to
reduce the number of retirement pensioners eligible for
benefit but not receiving from 13.4 to 12.2 per cent, or

up to approximately 75,000. This is a modest achievement,
certainly much more modest than was claimed at the time."(40)
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Townsend's survey showed that in 1968 to 1969, 20 per
cent of elderly people were living below the new supplementary
benefit level. This level included the housing costs paid on
top of the basic level of supplementary benefit. A further 44
per cent were living between 100 and 139 per cent of this
supplementary benefit scale or in other words were living on

(41)

the margins of poverty. This illustrates the low incomes
of many elderly people which continued during the 1964 to 1970
period of Labour government.

The government relied on heavier use of the supplementary
benefit system to increase the incomes of the elderly rather
than raise the level of the state retirement pension to the
rate campaigned for by the pensioners lobby and the trade union
movement. Whilst the problem of low-take-up was marginally

reduced with the replacement of national assistance with supple-

mentary benefit, it still existed.

Policy for future retirement pensioners — the decision to

abandon the 1957 policy and the white paper of 1969

The Labour party had been working on the 1957 pensions
policy for seven years by the time it was elected to government
in 1964. It had therefore been thoroughly debated and finalised.
As Webb states:

"...few other areas of social policy can have benefited
from such a long period of planning in opposition."(42)

The policy was included in the Labour party's General
Election manifesto in 1964, although the idea of a state pensions
fund was not mentioned. Despite this preparation and despite

its appearance in the manifesto, it was never introduced. It

was eventually replaced by another pension policy in 1969 which
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was less radical. Several reasons have been given for the
decision to abandon the 1957 policy.

Firstly there is Heclo's argument that the economic sit-
uation prevented the government from committing itself to the

policy:

"Undoubtedly the major reason for the delay in super-
annuation stemmed from Britain's delicate economic
position and the Treasury's firm refusal to see any
such massive financial scheme undertaken at a time

of economic crisis.™(43)

However, others such as Kincaid, Townsend and indeed Crossman
himself have argued that the scheme did not demand resources
in its early years.(44) Crossman made the point that it would
increase rather than decrease resources coming into the Exzchequer
due to the earnings related contributions it required from the
workforce. This surplus could have been used to increase the
level of the state flat rate national insurance pension.(45)
Townsend similarly argued that the surplus created by the scheme
would have been £300 million in the early years and this itself
could have helped to stabilise the economy.(46)
One explanation for the delay in introducing the reform,
rather than its withdrawal, was that the Minister for Pensions
and National Insurance was not in the Cabinet at that time.
Douglas Houghton, Chancellor of the Dutchy of Lancaster, was
given responsibility for presenting social security issues in
the Cabinet but as he was not the Minister for Pensions and
National Insurance, he had little power to push the pensions
(47)

issue through.

Anotherexplanation given for the decision to withdraw the

policy was that the occupational pensions sector was continuing
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to develop. When the 1957 plan was drawn up, the latest
statistics on occupational pensions revealed that 8 million
employees belonged to these schemes. By 1966 it was clear that
this number had increased to 11.1 million in 1963 and the results
of a further survey published in 1968 showed that this number
had increased still further to 12.2 million in 1967.(48) Thus

Heclo argues:

"Between 1956 and 1967 the membership in private
pension plans rose to cover one half of all employed
persons. This mass of contractual relationships
could not be ignored by the Labour government."(49)

This undoubtedly posed a major problem for the Labour
government, not only because it meant that an increasing number
of the electorate were contributing to occupational pension
schemes but also because the financial power of pension funds
accumulating these contributions was also increasing. Yet it
must have been clear to the government that as long as the
conditions of the Graduated Pensions Act 1959 remained intact
and the state retirement pension remained low, then these
factors alone would encourage the further development of these
schemes. But the Labour government d4id not take action on the
issue at an early stage. Admittedly its majority in parliament
between 1964 and 1966 was small and Crossman argued that the
1957 policy was too large-a piece of legislation to have been
implemented by 1965.(50) Lynes argued that a delay in intro-
ducing the reform was inevitable because of the need to review
the whole of the social security system.(51) However, Townsend
who had been one of the architects of the 1957 reform argued

that it could have been introduced by 1965, if the government
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had been committed to it:

"T believe it can be argued that with a little more
determination on the part of the Government we might (52)
have had this on the statute book by the end of 1965."

He acknowledges that the continuing development of
occupational pensions made it more and more difficult to intro-
duce this policy but argues that this would have posed less of
a problem the earlier the policy was introduced because one of
the aims of the 1957 policy was to contain the development of
occupational pension schemes. Townsend argues that the longer

the 1957 policy was delayed:

"...the less likely it was that we could in this country
establish one nation in o0ld age rather than the two
nations as then existed, that now exist. And the Labour
government of 1964 failed to implement the national
superannuation proposal early on."(53)

S0 it seems that the main reason for the delay and sub-
sequent abandoning of the 1957 pension plan was that the Labour
government was not committed to such a radical reform. Kincaid
argues that the scheme was too redistributive from higher to
lower income groups for the Labour government.(54) This is
not to dismiss the economic pressures on the government, but
as already argued, these economic pressures were partly caused
by the Labour government's chosen economic strategy.(SS)

The 1957 pensions plan had aroused opposition from the
pensions industry when it was first announced in 1957 and also
when it was included in the Labour party's policy document,
"New Frontiers for Social Security™ in 1963 and so it was clear

that the pensions industry would have preferred a more moderate
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scheme. The Labour government was not committed enough to the
reform to stand up to this opposition. The pensions plan which
it eventually put forward was much less restrictive towards the
occupational pensions sector. To succeed in introducing the
1957 plan would have required a radical economic policy and

much determination. Thus as Lynes argued:

"If an adequate state pension scheme is to be introduced
it will demand either delicate and patient negotiation

or an unshakable determination to push it through despite
all opposition."(56)

The Labour government chose the easier option of moderat-
ing its policy.

The first clear indication that the Labour govermment had
changed its policy on pensions seems to have been a series of
remarks in its General Election manifesto for 1966. This
stated that the occupational pensions sector would be treated

as a partner to the state sector:

"The new graduated scheme will overcome problems of
transferability of pension rights when an employee
changes his job. There will be a partnership between
the state and occupational pensions."(57)

The 1957 policy had not provided for a partnership between state
and occupational pensions.- Another indication that the 1957
policy had been abandoned was that the policy of providing half
pay on retirement was not mentioned in the manifesto. Thus the
Times noted:

"The phrase 'half pay on retirement' which occurred so

frequently in Labour statements between 1958 and 1963
seems to have been dropped."(58)
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The manifesto also stated that a pension plan would be
"prepared", yet the Labour party had been working on the 1957
policy for nine years.(sg) This indicated that the Labour
government planned to change its policy on the issue. However,
despite these comments, the Minister for Social Security,
Judith Hart, wrote to the General Secretary of the TUC in
September 1967 stating that the government were still proposing
to introduce the 1957 plwéfonmcording to Crossman, the civil
service had been working on a new pension plan since August
1966.

It was Crossman who was given responsibility for the
Cabinet committee on pensions in January 1967.(61) He found
that the civil service were reluctant to let him examine the
details of the new pension plan and Crossman argued that this

(62) 1y fact he argued that it seemed that

led to long delays.
neither the Ministry of Social Security nor the Chancellor of
the Exchequer were keen on introducing a new pension policy
before the next General Election.(63) But by November 1968,
the drafting of the pension bill had begun and Crossman, now
Secretary of State for Social Services was finding the civil
servants more helpful. He admitted that the new pension plan

was not all that he would have liked it to be but he neverthe-

less accepted it:

"Once we got down to actually drafting the Bill, the
Civil Service were magnificent. We found formulas
for doing all we wanted. We made certain changes.
We abandoned certain things I would have liked. But
by and large the scheme was shown to be wholly
workable..."(64)

Others were not so happy with the scheme. The Minister

for Social Security, Judith Hart argued that more redistribution
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towards the lower paid should be built into the scheme but
Crossman's reply was that this was simple not possible.(65)
Townsend argued that the Labour government was conceeding too
much to the occupational pensions industry. He was critical

of its stance on pensions:

"Those who speak of the Life Offices as if they were
distributing loaves and fishes to the grateful multitudes
are not speaking the language of socialism."(66)

The government's new pension proposals emerged in a white
paper "National Superannuation and Social Insurance" in January
1969.(67) The pensions scheme which it proposed became known
as the Crossman plan. The essence of the scheme was an earn-
ings related state pension with no flat rate element but with
some redistribution of income from higher to lower income groups.
It enabled those on half the national earnings level to receive
a pension of 60 per cent of their previous earnings. Someone
on one and a half times national average earnings would receive

(68)  Tne plan

a pension of only 36.7 per cent of their earnings.
also provided for some contracting out of this state earnings
related pension for those in occupational pension schemes.
Despite some elements of redistribution, the 1969 scheme
was less radical than the 1957 scheme for several reasons; the
ceiling on contributions was lower, the Exchequer contribution
was lower, the pension in payment would not be so effectively
protected against inflation, the contracting out terms for
occupational pensions were more lenient and the provision for
existing pensioners and those close to retirement was less

generous. These differences will be discussed in the course

of the following brief outline of the plan.
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The ceiling on the level of earnings to be used to
calculate contributions was just one and a half times national

(69)

average earnings. Therefore those earning more than this
level would pay the same contribution and receive the same
level of pension as those earning one and a half times average
earnings. The 1957 pensions policy had set an earnings ceiling

of four times national average earnings.(70)

This change made
occupational pension schemes more attractive to employees earn-
ing more than one and a half average earnings because they

were paying relatively little into the state pension scheme.
They could therefore afford to continue to pay into an occupat-
ional pension scheme. So whilst it reduced the level of state
pension that higher earners would receive, it also reduced the
resources available to finance the state pension for lower paid
workers because the higher paid were paying a relatively low
rate. ILynes argues that this lower ceiling on earnings and

benefits was introduced into the 1969 pensions plan to accommo-

date occupational pension schemes:

"...it is hard to blame the Government for setting the
ceiling where it has, unless one is also prepared to
argue that the Government is wrong to encourage the
continuation of private schemes in roughly their
present form."(71)

The Exchequer contribution to the state pension was to
be 18 per cent of the combined contribution of employer and
employee, whereas in the 1957 scheme this had been set at 24
per cent. As the taxation system is more progressively financed
than the national insurance system, (at least direct taxation)
then this made the financing of the scheme less redistributive.

The 1969 scheme did propose to revalue contributions to the
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state pension scheme by adjusting them in line with national
average earnings increases, but it did not include revaluing
the pension payment in line with a special price index for
pensioners every year as the 1957 policy had done. Instead it
proposed an increase every two years in line with the ordinary
price index.(72)
The idea of a state pensions fund which had been strongly
opposed by the pensions industry when included in the 1957
policy(73) was reduced to a shadow of its former self. The
state pension fund outlined in the 1969 plan was small, reaching
its maximum size after only 15 to 16 years and was restricted to

(74) The decision to drop

investment in government securities.
the more radical version of a state pension fund was a reflection
of the change in attitude towards the occupational pensions
sector. Whilst the 1957 policy had aimed to contain the growth
of occupational pensions, the 1969 policy was much more accomm-
odating and viewed the relationship between the two sectors as

a "working partnership".(75) The 1969 plan also recognised the
importance of the pensions funds as a source of finance capital

in the economy:

"The Government welcome this growth in occupational
provision and recognise the important role which
occupational pension schemes now play not only in
provision for o0ld age... but as a source of the sav-
ings needed to finance investment." (76)

Indeed, one of the reasons given in the white paper for
allowing occupational pension scheme members to pay a reduced
contribution towards the state pension scheme was the importance
of the occupational pension funds to the economy. If contract-

ing out was not permitted then some occupational pension schemes
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would not be able to continue.(77) The government acknowledged
that most other countries did not allow contracting out of the
state pension scheme and agreed that occupational pensions
should ideally be just a supplement to, rather than a partial
replacement of, the state pension but their importance to the
economy ruled out such a policy.(78) Thus as Lynes has argued,

the decision to allow contracting out:

"... is mainly the result of political and economic
considerations far removed from the problems of
provision for old age as such."(79)

Whilst contracting out was allowed in the 1957 policy, its
terms were less generous towards the occupational pe%sions

(80) he
The 1969 scheme was less restrictive in/conditions

sector.
it laid down for contracting out. It also took on the respons-
ibility of inflation proofing occupational pensions in payment.
The exact terms of the contracting out arrangement were left
open to further discussion between the government and the
pensions industry.(81)

It is interesting to note that Crossman argued that cont-
racting out had to be allowed otherwise the pensions industry

would have launched a campaign against the government's proposals:

",.. they would tell their members that the wicked Labour
government was depriving them of their pensions. So this
was politically very very dangerous indeed."(82)

So whilst the civil servants working on the pension plan
were initially reluctant to allow contracting out, Crossman
succeeded in including it.(83) Yet he also admitted that

contracting out did cost a lot to administer and that the
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government was hoping that contracting out would not be
necessary after ten years as most employers would then find
it more convenient to simply add an occupational pension to

(84)

their employee's full state pension. However, Crossman's
view on this seems unrealistic as once the decision to contract
out had been taken it would seem most unlikely that an employer
would reverse this decision.

Another important difference between the 1957 and 1969
pension plans was that the former gave more priority to helping
existing pensioners and those people in the workforce who were
close to retirement. It had provided for a 50 per cent increase
in the existing state retirement pension and a twofold increase
in the value of contributions from older workers so that they
could draw a half pay pension within seven years of the start
of the new pension scheme.(85) Whilst the 1969 scheme allowed
for some blanketing in by paying out full pensions within twenty
years, it did nothing to help existing pensioners or those on
the verge of retirement. ILynes stated that the Treasury would
not have accepted the plan if it had provided help for existing
(86)

pensioners and yet the revenue foregone in allowing contr-

acting out by occupational pension scheme members and indeed in

insisting on continuing tax concessions to occupational pensions

(87)

schemes did seem to be acceptable.
Atkinson estimated that if the 1969 pension scheme was
introduced in 1972, then even by the year 2000, 13 per cent of
retirement pensioners would still have pensions below the
supplementary benefit level including average rent.(88) He
argued that only a substantial rise in the stéte retirement

(89)_

pension 42 per cent for a single person and 29 per cent

for a married couple,(90) could ensure that pensioners did not
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have to rely on supplementary benefit. However, there was no
prospect of the government granting such a radical increase in
1969.

Those campaigning for an increase in the existing pension
level gained nothing from the reform. The poverty lobby was
essentially excluded from the government's discussions on the
pensions issue which were mainly confined to the pensions
industry, the employers and the trade unions. Thus Lynes, who
had been part of the poverty lobby when secretary of the Child
Poverty Action Group, notes that the new pension plan was drawn

up as a result of:

"... high level negotiation between the Government and
the main interest groups - the CBI, the TUC, the Life

Offices' Association, and the National Association of

Pension Funds.”(91)

Negotiation after the publication of the white paper in
January 1969, centred on the terms for contracting out. The
pensions industry had formed a committee with the CBI so that
the employers and the pensions industry could coordinate their

(92)

response to the government's proposals. The pensions ind-
ustry accepted the pensions plan,(93) but along with the

employers they demanded that contracting out terms should allow
for a one per cent abatement in benefit for a one and a half

per cent abatement in contfibution to the state pension scheme.(94)
Some public sector trade unions, such as the Nafional Association
of Local Government Officers, also supported this level of
abatement,(95) because they were also concerned that if the

contracting out terms were not generous enough then their occup-

ational pension schemes could be undermined. However, most trage
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unions supported the government and agreed with a one per cent
benefit abatement for a one and a quarter per cent contribution
abatement.(96)

By September 1969, Roy Jenkins, the Chancellor of the
Exchequer, agreed that Crossman could go as far as offering a
1.3 per cent contribution abatement but if possible should try
and get the pensions industry to accept the original figure of
1.25 per cent.(97) The pensions industry and NALGO still
demanded more than 1.3 per cent whilst the TUC argued that the
government should offer no more than this.(98) Eventually the
figure of 1.3 per cent was accepted and outlined in a further
white paper of November 1969.(99)

How far this figure benefited the occupational pensions
industry is debatable. It was certainly higher than the govern-
ment had originally intended and the conditions attached to
contracting out in the government's new pension plan were less
demanding than those of the 1957 policy. However, it seems
that the scheme would not have led to large scale contracting
out and the occupational pension schemes of the lower paid and
those in manual work were the ones most likely to close as a
result.(1oo) Thus Marshall argued that whilst the new pensions
policy was more accepting of occupational pensions, the contract-
ing out terms were not favourable enough to provide an equal

partnership between the two:

", ..the terms offered ...(were not) ... sufficiently
favourable to encourage industries to use the option
offered to them. It was not meant to be an equal
partnership, still less a shift of responsibility
from State to industry."(101)
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Yet whilst the policy was not all the pensions industry
would have wanted, it offered important concessions for occup-
ational pension schemes. The conditions for contracting out
were that the occupational pension scheme had to provide a

pension of at least the same level as the employee would have

received from the state scheme. They also had to preserve the

pension rights of early leavers. The fact that occupational
pension schemes could contract out of part of the contributions
to the state pension and yet still benefit from a govermment
guarantee to inflation proof these occupational pensions once
they were in payment, was a valuable asset. Lynes argues that

the government's acceptance of partial contracting out was:
"... a major political victory for the life offices.”(102)

The TUC had argued that employers should inflation proof their
own occupational pensions but the government declined to enforce
this.(1o3) So the 1969 pensions plan was clearly more acceptable
to the pensions industry than the Iabour party's 1957 plan.

By December 1969 the pensions bill had been drawn up(1o4)
and was at committee stage when a General Election was called
in June 1970 and a Conservative government was elected. This
meant that six years of Labour government had failed to introduce

legislation for a new pensions policy. It had shown however

that the ILabour party had moderated its pensions policy to one

which was more favourable to the occupational pensions sector.

SECTION TWO: STATE AND OCCUPATIONAL PENSIONS POLICY OF THE

CONSERVATIVE GOVERNMENT 1970 TO 1974

The election of a Conservative government brought with it
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concern in the 1950's and 1960's about the low levels of the
state retirement pension at that time. The Conservative govern-
ment merely responded by setting up an enquiry into the income
levels of elderly people. It is likely that public concern abou
the low levels of state pension would have been stronger and
therefore of more influence on the government had all the pop-
ulation been faced with dependency on state pensions when they
retired. By 1963, almost half of the working population were

in an occupational pension scheme and this is likely to have
divided interests.

The trade union movement supported the introduction of
the new state retirement pension in 1946 but came to have dividecd
interests regarding retirement pensions by the 1950's because
of the development of occupational pension schemes. Whilst few
trade unions had become actively involved in negotiation for
occupational pension schemes in the 1945 to 1964 period, it
seems that the growing access of some trade union members to
these schemes weakened support for radical improvements to the
state pension scheme. The trade union movement still supported
increases to the state retirement pension (which were not
introduced) but it was wary of any substantial increase in
pension levels, for example through earnings related contribut-
ions and benefits, which would not allow contracting out for
those who belonged to an-occupational pension scheme. So in
this sense private capital had been able to influence the trade
union movement as it had influenced the public in general through
the provision of occupational pensions which reduced support for
a more radical state pension system.

There is little evidence of any action or influence by

the poverty lobby on the retirement pensions policies of the
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eighty years of age who were too old to have benefited from
the state retirement pension introduced in 1946. This new
policy was set out in the National Insurance (0ld persons and
widows pensions and attendance allowance) Act 1970.(109) The
National Insurance Act of 1971 increased the level of this non-
contributory pension and extended it to cover those who were over
eighty years of age but had paid limited contributions to the
national insurance pension scheme so that they were receiving

t.(110) This Act also introduced

less than £3.85 per week from i

a 25p per week supplement to the state retirement pension and

supplementary benefit of all those eighty years old and over.
Sir Keith Joseph claimed that the non-contributory pension

was a significant benefit to older pensioners. He argued that

it was a:

"... real improvement for the one and a quarter million
pensioners over eighty."(111)

However, Table 3.3 below shows that the level of pension it
offered was very low - almost half that of the state retirement
pension. The table also shows that the maximum number of pen-
sioners claiming it between 1970 and 1973 was just 132,000 in
1971. Bradshaw estimated that nearly half of the pensioners
eligible for it were already claiming supplementary benefit.(112)
The non-contributory pension was only helpful to those who were
eligible for supplementary benefit but not claiming it or those
who were too affluent to claim supplementary benefit. The level
of the pension was so low that most of those eligible but not
claiming supplementary benefit would still have been eligible
for supplementary benefit as well as the 0ld persons pension.

The only elderly people who really benefited were therefore
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those too affluent to be entitled to supplementary benefit,

S0 the policy was of little help to the poorest groups of the
elderly population.

Table 3.3

The rate of the 0ld persons pension for a single person

compared with the average gross earnings of manual, male, full-
time workers and the numbers receiving it, 1970 to 1973

Date 0ld persons pension
rate in £ as a percentage of the number of
per week average gross male elderly people
for a single manual workers claiming it
person earnings*
Nov. 6
1970 3.00 10. 123,000 (Dec)
Sept. 60 11 132,000 (Dec)
1971 3. '7 3 b ( ec
?g:‘,é 4.05 11.3 125,000 (Nov)
?g% 4.65 11.5 112,000 (Nov)

* these percentages have been calculated from data in DHSS (1980)
"Social Security Statistics 1980", Table 46.09, p.216. From this
table the average earnings figures have been calculated as the
following per week:

1970: £28.41, 1971: £30.69, 1972: £35.79, 1973: £40.39.

Sources: Department of Health and Social Security (1975)
"Social Security Statistics 1973", HMSO, London, p.88,
Table 13.03, p.90, Table 13.31.

Department of Health and Social Security (1980)
"Social Security Statistics 1980", HMSO, London,
p.216, Table 46.09.

Increases in the state retirement pension and in the
supplementary benefit level were also marginal. Table 3.4 below

shows that despite the Conservative government's decision from
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1971 to raise the level of this pension every year instead of

every two years, the pension level was no more generous because
the increases were so small. The average level of the state
retirement pension compared to average earnings of manual workers
was 19 per cent, slightly less than the average figure of 20 per
cent during the Labour governments of 1964 to 1970 (see Table

3.1).

than the level of state retirement pension even before the pay-

The level of supplementary benefit continued to be higher

ment of housing costs on top of the basic rate of supplementary

benefit was taken into account.
Table 3.4

The rate of state retirement pension for a single pensioner

compared with supplementary benefit levels and related to

the gross average earnings of full-time, male, manual

workers, 1970 to 1973
Date National insurance .
retirement pension Supplementary benefit
rate in | as a percentage|l| rate in £ per | as a percentage
£ per of average week excluding of average
week gross male housing costs, gross male
manual workers || including long | manual workers
earnings term addition earnings
Nov. | 5.00 17.6%% 5.70 20.1
1970* L] L ] L] L]
Sept.
1971 6.00 19.5 6.30 20.5
Oct.
1972 6.75 18.9 T.15 20.0
Oct.
1973 T.75 19.2 8.15 20.2
Note: from 1971 all those pensioners over eighty years of age

received a 25p a week addition to these rates.

¥ in 1970 there was no increase in national insurance;

*%* these percentages have been calculated from data in DHSS (1968)

"Social Security Statistics 1985", Table 46.09.

the average earnings figures have been calculated as follows: (per

Prom this table

week) 1970: £28,41, 1971: £30.69, 1972: £35.79, 1973: £40.39.
Sources - continued over
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Sources: Department of Health and Social Security (1986)
"Social Security Statistics 1985", pp.250-251,
Tables 46,09 and 46.10.
Department of Health and Social Security (1975)
"Social Security Statistics 1973", Table 34.01, p.148.

Table 3.5 shows that these low levels of state retirement
pension left between 26 and 28 per cent of elderly people

receiving supplementary benefit as well.

Table 3.5

The numbers of people over retirement age receiving national

insurance retirement pension and the number receiving supple-
mentary benefit in the United Kingdom, 1970 to 1973

in thousands

Date Number of national Number of Percentage of
insurance pensions people over national insurance
in payment (includ- retirement retirement pension-

ing contributing age on ers including

old age pensions supplementary widows 60 to 64
and widows pensions benefit years) on supple-

aged 60 to 64 mentary benefit

1370 7,693% 1,901% 28%

1971 7,982 1,919% 28

1972 8,123 1,969 28

1973 8,235 1,903 26

¥ refers to Great Britain.

Sources: Central Statistical Office (1972) "Social Trends 1972"
no.3, p.91, Table 39.

Central Statistical Office (1975) "Social Trends 1975"
no.6, Tables 5.23 and 5.24, p.113.

As far as non take-up of supplementary benefit was concerned,
government figures estimated that in 1972, 760,000 elderly people
were eligible but not claiming supplementary benefit and in 1973

this figure was 690,000.(113)
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In October 1970, the National Federation of 0l1d Aged
Pensioners, asked the Secretary of State for Social Services
to increase the state retirement pension from £5 to £7 per week,
with an extra £1 per week for those pensioners living alone.
However, Sir Keith Joseph argued that the suggested changes
would cost £900 million a year and that half the pensioner pop-
ulation did not need such an increase anyway. He argued that
occupational provision was the best way of increasing pension
1evels.(114) So the Conservative government failed to respond
to the demands of the pensioners poverty lobby just as the

previous Labour government had done.

Policy for future retirement pensioners - the white paper of 1971

The Conservative party was keen to introduce a new pensions
policy which would give occupational pension schemes a larger
role in pension provision; larger in fact than the occupational
pensions industry itself desired. In its General Election man-
ifesto for 1966, the Conservative party stated that it aimed to
encourage the extension of occupational pension coverage to as
many employees as possible and to restrict state pension provision
to a low level flat rate minimum with no state earnings related

pension at all. The aim was to:

"... see that everyone has a good pension with their job
on top of the State basic pension."(115)

So whilst the Conservative government had introduced an
earnings related supplement to the state retirement pension
through the 1959 Graduated Pensions Act, by the 1960's, leading

Conservatives were arguing that there was no need for state
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earnings related pensions in any form and that private pension

provision should be made compulsory.(116)

However, the pensions
industry did not favour this kind of pensions policy. Whilst
they could see that it could be beneficial to them in the short
term, it could lead to restrictive government regulations on

the pensions industry if some smaller insurance companies abused
the policy and provided unsatisfactory private pensions.(117)
The pensions industry was also reluctant to take on the addit-
ional responsibility and administrative costs which would
accompany compulsory private pensions as well as the problems
involved in trying to provide private pensions for those in and

(118)
out of work. Thus the pensions industry had:

".,.. real misgivings as to whether they would be able
to tackle the administrative burden involved."(119)

Similarly the Institute of Actuaries was opposed to compulsory
private provision. It preferred a partnership between the state
and occupational sectors.(120)

The government decided to take the views of the pensions
industry into account and introduced a pensions policy which
provided a state earnings related pension on top of the flat
rate state pension for those without access to an occupational
pension. The proposals were published in a white paper,
"Strategy for Pensions", in September 1971.(121)  Tnis white
paper was published just fifteen months after the Conservative
government had been elected - a much shorter period than the
five years which it had taken the previous Labour government to

produce its white paper.

The government's pension proposals were that there should
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be two elements to each person's pension: a low flat rate
state minimum pension and an occupational pension or, for the
minority without occupational pensions, there would be a state
earnings related reserve scheme. The object was to expand
occupational pension coverage to as many employees as possible.
The proposals ensured that occupational provision was more

attractive than the state earnings related scheme. Thus Fraser

aptly comments:

"Every encouragement is given by both stick and carrot

to induce more people to have their own occupational
pension."(122)

The white paper stated that occupational pensions were the best

way to increase elderly peopledt incomes. The state pensions

sector had a minimal role:

"The essential role of the occupational pension scheme
is to enable an employee to secure higher living stand-
ards for himself and his family in retirement by setting
aside part of his earnings."(123)

The proposed state flat rate minimum pension was similar
to the existing state retirement pension. The white paper
admitted that it would provide a lower pension level than the
supplementary benefit level including housing costs.(124) This
flat rate pension would onl& be revalued every two years and
only according to prices which generally rise at a slower rate
than wages.(125) So those people with access to only minimal
occupational pensions or a low level state earnings related
pension, would have to depend on supplementary benefit. Titmuss

argued that the pension scheme would do little to reduce the
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number of elderly needing to claim supplementary benefit on top

of their state pension:

"An increasing number of people - especially women -
will for many years thus need to apply for means tested
supplementary benefits. There is no forseeable limit
to the growth in the number of claimants."(126)

In one respect the proposed state flat rate pension was
very different from the existing state retirement pension - it
was financed by earnings related contributions. Heclo comments
that earnings related contributions for flat rate benefits had
previously been thought politically impossible to introduce,
because of the potential redistribution from such a policy.(127)
However, the redistribution in the Conservative pension plan was
negligible because the ceiling on the amount of earnings eligible
for contribution was low - just one and a half times national
average earnings. Other factors which limited the redistribut-
ive effect were the low level of the pension and the fact that
higher income groups tend to live longer and so claim the pension
longer.

The Conservative government defended this low level of
flat rate pension by arguing that it was the role of occupational
pensions to provide a higher income. State pensions were only
needed to provide a minimum. So the government argued that their

pension proposals provided for:

"... a partnership in which the State scheme provides
basic pensions and occupational schemes provide pensions
related to earnings."(128)

It was estimated that the state earnings related pension
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refers to the following Gallop poll results:

1959: ©people were asked what a government surplus of £50
million should be used for - 45 per cent said it should
go on increasing old age pensions, 17 per cent said it
should be used on the health service, 12 per cent said it
should bve spent on schools, and 13 per cent that it should
finance tax reductions.

1960: people were asked how money saved from arms spend-
ing should be spent - 33 per cent said it should be used
to increase pensions, 14 per cent that it should be spent
on hospitals, 7 per cent said it should be spent on
schools and 28 per cent on tax cuts.

1961: asked how money saved by a reduction in government
expenditure should be spent - 34 per cent said it should
be spent on old age pensions, 16 per cent that it should
be spent on hospitals, 6 per cent on schools, and 32 per
cent that it should finance tax cuts.



130

The basic condition that occupational pension schemes
had to meet in order for their members to be able to contract
out was that the pension should be based on either 0.6 per cent
of final salary for each year of service for males, or 0.4 per
cent of final salary for females or the pension should be based
on one per cent of all PAYE earnings. A third option was that
the pension should be financed from at least 5 per cent of the
combined contribution of employee and employer and invested at
the same rate as the state reserve pension scheme. In addition,
a widows pension of half the level of either of these three
types of pension must be provided or a lump sum death benefit
equivalent to one and a half years pay. However, if the pension
was significantly above the required minimum level then a widows
pension or lump sum death benefit were not required. Another
condition which would be waived for those pensions sufficiently
above the minimum was some of the inflation proofing require-
ments for the pension in payment.(133) The inflation proofing
requirements were in fact very minimal.

A final condition laid down was that the occupational
pension should allow all those over 26 years of age, with five
years service, to have their pension rights preserved if they
change jobs. There was no requirement to make the pensions
transferable and neither did the preserved pension need to be
increased to keep pace with inflation. These conditions would
not only ensure the continuing development of occupational
pensions, they would also ensure that many of these were of g
low quality.

The state earnings related reserve pension scheme was

modelled on occupational provision in several respects. Therefore

the scheme would have no exchequer subsidy, no inflation proofing
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by the government, no credits for periods of unemployment or

sickness. In this sense it was intended to be, as Heclo states:

"... a discrete 'business', sharing the market with
private insurance." (135)

However, the scheme was actually made inferior to occupational
provision in two important ways. Firstly, whilst the contrib-
utions of 1.5 per cent of earnings by the employee and 2.5 per
cent by the employer,(136) were invested in a state pension
fund, this fund unlike occupational pension funds was not
allowed to hold more than 5 to 10 per cent of voting rights in
(137)

any one company. Secondly, the contributions to the scheme
would not attract tax relief and neither would the fund, although
occupational pension schemes benefited from these tax concessions
and the Finance Act of 1971 had increased the availability of
this tax relief.(138) So whilst the state reserve scheme was
modelled on the occupational pension system, it did not share
its benefits and so as Walley mentioned, it was "not as good as
the real thing".(139)
The seven million people, or 25 per cent of the workforce
whom the government considered would need to use the state
reserve scheme because they could not get access to an occupat-
ional pension, were those in inferior employment situations.
Thus as Titmuss argued, the reserve scheme was designed for

those on the margins of the labour force:

"It isaselectively" inferior scheme for women, the
"pad industrial risks" in the private sector (including
the disabled) and the "in-and-out" reserve labour force"(140)
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Even after twenty years of contributions, the worker on below
average earnings would receive a total pension (including flat
rate pension) no higher than the existing supplementary benefit

(141)

level. The reserve scheme provided for no redistribution
from higher to lower income groups.

So the pensions proposals set out in the white paper
offered little improvement in the living standards of those
without access to occupational pensions and for those in infer-
ior occupational pensions. After the long contribution period
of forty years for a full pension, the earnings related pension
from either an occupational scheme or the state reserve scheme
may have been enough to reduce the numbers of elderly people
having to claim supplementary benefit, but a sizeable proport-
ion would still have to depend on supplementary benefits because
the levels of these pensions for some would be so low because
redistribution from rich to poor was so small. It is also
debatable whether the target of 75 per cent of employees in
occupational pension schemes was realistic. Data on occupat-
ional pensions reveals that by 1971 there was a slight decline
in the proportion of the workforce with an occupational pension.
Whilst the proposals would have encouraged some development of
occupational pensions, it is doubtful if this would be as large
as the government intended simply because most of those employers
who wanted to provide occupational pensions for their employees
had already done so.

However, the plan was never introduced. The proposals
of the white paper were set out in the Social Security Act of
1973 but the new pensions plan was not due to start until April
1975 to enable time for existing occupational pension schemes

to adjust and new occupational schemes to be introduced. However,
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just as a new Conservative government had rejected the Crossman
plan, so a new Labour government, elected in February 1974,
rejected the Conservative pension plan.

On comparing the pension plans of the Labour and Conserv-
ative governments at this time, it is clear that the Conservative
scheme was more supportive of occupational pensions than was the
Labour scheme. The state earnings related pension provided by
the Conservative scheme was much inferior to that in Iabour's
pension scheme. The Labour government's Crossman plan provided
more effective inflation proofing, a full pension after twenty
years rather than forty years as in the Josephplan. The Crossman
scheme was also more redistributive towards the lower paid and
provided a higher level of pension so that after twenty years,
someone who had been earning half the national average wage
would receive a pension of 60 per cent of previous earnings.
After twenty years the Joseph pension scheme would have paid out
just 46 per cent of previous earnings to someone on that wage
level and even after forty years would still have only paid out
56 per cent.(142)

So the Crossman scheme was clearly more beneficial to the
lower paid but even so its capacity to help the lower paid and
those outside the labour market was limited by the fact that
the pension was earnings related and determined by contributions.
Even though an element of redistribution towards the lower paid
had been built into the scheme, it still meant that someone on
half national average male earnings would receive a pension of
just 30 per cent of this average wage whilst someone earning
one and a half times this national average wage would receive

a pension of 55 per cent of the average wage.(143)
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The Crossman plan was less supportive of occupational
pensions than the Joseph plan but more supportive to them than
the Labour party's previous policy on pensions - the 1957 plan.
The contracting out conditions in the Crossman scheme were more
acceptable to the pensions industry than those in the 1957 plan.
However the fact that contracting out was allowed at all reduced
the responsibility of higher income earners to the state pension
scheme and also reduced the income available to pay for this
state pension. Whilst Labour's scheme would have reduced
dependence on supplementary benefit more quickly and for more
people than the Joseph scheme, the need for elderly people to
claim supplementary benefit would still exist. Therefore,
whilst Labour's scheme was more redistributive and generous
than the Conservative scheme it could have been much more re-
distributive and generous and so it has been argued by George

that the two schemes were more similar than they were different:

"The similarities between the two schemes exceed their
dissimilarities. They both accept that the state either
through its own schemes or those of the employers should
encourage the persistence and in some ways the growth of
income inequality during retirement."(144)

Having outlined the pension policies of the Labour and
Conservative governments, the next section sets out the data

available on occupational pensions in this period.

SECTION THREE: THE DEVELOPMENT OF OCCUPATIONAL PENSIONS

BETWEEN 1963 AND 1973

Data on occupational pensions at this time comes mainly

from the third and fourth Government Actuary survey reports on
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occupational pensions. The third report was published in 1968
and refers to the year 1967,(145) and the fourth report was
published in 1972 and relates to the year 1971.(146) pdaitional
information from government sources consists of the New Earnings
survey of 1970,(147) and data on employer expenditure on
occupational pensions which was included in the Labour Cost
surveys of 1964, 1968 and 1973.(148) Research by Wedderburn and
Craig,(149) Craig,(150) and Townsend$151) also provides some
information on occupational pensions during this ten year period.

The third and fourth surveys of the Government Actuary were
as comprehensive as the first two surveys of 1956 and 1963 and
will therefore be used as the main sources of information in
the description of occupational pensions that follows.(152) The
other surveys will be used to supplement this data where appro-
priate. The structure of this section is similar to section
three in the last chapter so that it discusses trends and changes
in the development of occupational pensions, and gives some
explanation as to why these trends and changes occurred.

Whilst the growth of occupational pensions continued
between 1963 and 1967 so that by 1967, 12.2 million employees
were in occupational pension schemes, the rate of growth in
this period was slower than it had been in the 1950's and 1960°'s.
Between 1967 and 1971 the number of employees in these schemes
actually declined so that by 1971, 11.1 million employees were
members of an occupational pension scheme. This was the same
number as in 1963. Whilst the decrease was relatively small
it is significant because from the data available it was clear
that membership of occupational pension schemes had been steadily

increasing between 1936 and 1967.

Table 3.6 also shows that the number of employees in the
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labour force also declined from 23.7 million in 1967 to 22.5
million in 1971. However the percentage of employees in
occupational pension schemes still declined from 52 per cent

in 1967 to 49 per cent in 1971. Despite this decline, the
proportion of employees in an occupational pension scheme in
1971 was still slightly higher than the proportion covered in
1963 and there were still 65,000 occupational pension schemes
in 1971, the same number as in 1967.(193) So it seems that the
decline between 1964 and 1971 was due to some employees with-
drawing from schemes rather than a reduction in the number of
schemes in operation. Therefore it is likely that some employ-
ees remained in employment but lost their pension rights -
probably because they changed jobs.

The slower rate of expansion of occupational pension
membership between 1963 and 1967, compared with the 1950°'s
could be due to the fact that those employees most eligible for
occupational pension scheme membership were already in a scheme
by 1963 and therefore the scope for further expansion was
reduced. It could also be explained by the fact that by 1966,
demand for labour was not as high as it had been in the 1950Q's
and early 1960's. By 1966 unemployment had begun to rise.(154)

A government policy which may also have contributed to
the limited expansion of occupational pension membership that
did occur was that of incomes policies. In a situation of wage
restraint trade unions are likely to bargain for occupational
pension membership or occupational pension improvements as some
compensation for limited wage rises. It seems that by the mid
1960's, trade unions were becoming increasingly involved in
negotiation of occupational pension rights.(155) The continuing

existence of a low level of state pension and a graduated
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supplement which encouraged occupational pension membership
because of its terms for contracting out, must also have
encouraged some further development of occupational provision.

As far as the decline in the number of employees in an
occupational pension between 1967 and 1971 is concerned, the
Government Actuary has acknowledged that there could have been
some degree of over-estimation in 1967 which would account for
some of the difference between the numbers recorded in the 1967
and 1971 surveys, but this would not have been large enough to
account for all of the decline.(156) The New Earnings Survey
of 1970, also suggests that there had been some decrease in
coverage by 1970.(157)

The main reason which explains the lack of growth of
occupational pension scheme membership in the 1967 to 1971
period, if not the decline in membership at this time, is the
fall in the demand for labour. This took away the central force
behind the development of occupational pension schemes - full
employment. However two other explanations have been put
forward; that the growth had reached its natural potential and
that the Labour government's delays in presenting its new policy
on pensions halted the growth.

The argument that coverage of occupational pension schemes
had reached its potential once it had reached 50 per cent of the
workforce is put by Chester. He cites the work of Kolubrubetz
who found that in the U.S.A. it was difficult to expand occup-
ational pension coverage beyond this level despite special
efforts to cover the low paid who worked in small firms who were
the main group excluded.(158)

Whilst the state pension remained low and tax concessions

continued throughout the 1964 to 1970 period of Labour government,
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it has been argued that the Labour government's delays in
introducing its expected reform of the pensions system prevented
further development. The Conservative party were keen to use
this argument(159) and even the Labour government itself seems
to have acknowledged it, because it stated in its 1969 white
paper on pensions that it hoped the development of occupational
pensions would resume now that its policy was clear.(16o) This
delay may have discouraged trade unions from negotiating for
occupational pensions because they needed to see whether their
members would be better off contracting in to the new state
scheme. However even if trade unions had been more actively
negotiating for occupational pension provision it would depend
on employers agreeing to introduce a scheme. It is quite
feasible that employers' most valued employees had already been
granted access to a scheme in the 1950's and early 1960's. So
whilst an earlier presentation of policy by the Labour government,
or indeed a policy clearly geared to encourage the development
of occupational pensions such as the Conservative government's
1971 scheme, may have encouraged further growth of occupational
pensions, it is likely that this would have been marginal rather
than substantial. The main factors halting further development
were that there had been a decline in the demand for labour and
that employers had no need to extend occupational pension
schemes to those employees excluded.

Social class differences in access to occupational pens-
ions at this time are shown in Table 3.7. This table shows
that 91 per cent of the increase in occupational pension scheme
membership between 1963 and 1967, was due to an increase in the
number of non-manual workers in these schemes. The decrease in

membership between 1967 and 1971 was solely due to a fall in
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more detailed work on the idea or to overcome opposition from
the Inland Revenue. The income guarantee would have involved

a means test but from the Labour party's promises it seems that
this would have been more acceptablq to elderly people than the
national assistance system and so abandoning the idea meant
that many elderly people still had to claim national assistance.

The value of the state retirement pension declined after
the 1965 increase as Table 3.1 shows, to between 19.6 and 21.1
per cent of the gross national average earnings of full-time
manual male workers. In contrast, the basic rate of national
assistance benefit (renamed supplementary benefit in 1966) was
as high, if not slightly higher, than the rate of state retire-
ment pension, even before the housing costs which were paid on
top of this basic rate are taken into account.

The Minister for Social Security, Peggy Herbison, resigned
in July 1967 because she considered the increase in the state
retirement pension in 1967 to be too low. She felt that it
should have been increased to keep pace with the rise in the
average wage.(21) The National 01d Age Pensioners Association
sent a deputation to Judith Hart, the new Minister for Social
Security, in September 1968 to protest against the low level of
the national insurance pension. However, she argued that the
economic situation was such that an increase was not feasible
and also that it was difficult to get the higher paid to accept
the level of contribution required to meet the cost of the
suggested increase. The National 0ld Age Pensioners Association
argued that the Exchequer should restore its former contribution
to the pension scheme. They also argued that a reduction in
expenditure on defence could finance an increase and indeed
disputed whether in fact the higher paid would be reluctant to

finance a more generous pension.(22)
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the number of manual workers in occupational pension schemes.
This slower rise in the number of manual employees in these
schemes stands in contrast to the years 1956 to 1963 when the
increase in occupational pension scheme membership was almost
equally distributed between the two social classes.

The table also shows the percentage of non-manual compared
with manual employees who were members of occupational pension
schemes. These figures should be treated with some caution
because the data relates to Great Britain but the data on occup-
ational pensions relates to the United Kingdom. Also as the
footnotes to the table show, the data on non-manual and manual
employment has been taken from several sources. There is no
single source available.(161)

These data problems aside, 1t seems that the percentage
of non-manual employees covered by occupational pensions reached
a peak of 67 per cent in 1967. By 1971 this percentage was
reduced to 62 per cent because the total number of non-manual
employees had increased. However, two-thirds of the growth in
non-manual work between 1961 and 1971 was due to an increase in
the number of female non-manual employees and two-thirds of
female employees worked part-time in that period.(162) As will
be discussed later, female and part-time employees are less
likely to be covered by occupational pensions. Therefore the
decline in the percentage of -employees covered is more likely
due to an increase in the proportion of female and part-time
employees working in the non-manual sector rather than due to
a decline in the proportion of male, full-time non-manual
employees covered by occupational pensions.

As far as occupational pension scheme coverage for manual

workers was concerned, the table shows that this decreased from
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43 per cent in 1963 to 41 per cent in 1967 and by 1971 it had
declined to 38 per cent. This meant that inequality in cover-
age between non-manual and manual employees in 1967 and 1971
was slightly higher than it had been in 1963. The table clearly
shows that whilst the number of non-manual employees in the
workforce had increased, the number of manual employees had
declined. This decline in manual work could help to explain
the decline in occupational pension provision in that demand
for manual workers had been reduced and so employers had less
need to extend occupational rights to more manual workers.
Provision for non-manual workers continued to expand because
of the increase in work requiring non-manual employees.

Other research relating to 1968, also illustrated the
existence of inequalities of access to occupational pension
scheme membership between non-manual and manual employees. In
addition,it shows that there is not only inequality of access
between the broad categories of non-manual and manual employee
but also within the non-manual and manual categories. Wedderburn
and Craig completed research on the work situation of male
manufacturing workers in 1968. Their findings were that 96
per cent of senior and middle managers and 94 per cent of tech-
nicians and foremen were members of an occupational pension
scheme but the proportion of clerical workers in these schemes
was slightly lower at 90 per -cent and the percentage of operat-
ives in an occupational pension was significantly lower at 67
per cent.(163)

Townsend 's large scale survey of poverty in the United
Kingdom in 1968-1969 also included data on the inequalities of
access to occupational pensions. This data has since been used

by Smail, Green and Hadjimatheou (164) to show how access to an
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occupational pension relates to income level. Whilst income

level is not the only indication of social class in society,

it is an important aspect of it and so Smail et al's findings
are useful and are set out in Table 3.8.

The table shows that in 1969, 45.8 per cent of those in
the top 20 per cent income bracket were covered by occupational
pension scheme membership but this percentage declines with
income level. Therefore only 13.5 per cent of those in the
bottom 20 per cent income bracket were covered. These percent-
ages are all underestimates because of a number of people who
did not know whether they would be getting an occupational
pension and also because some did not reply to the question.

However, the inequality of coverage is quite apparent.

Table 3.8

Membership of occupational pension schemes according to level

of income in United Kingdom in 1969

Quintiles of Proportion of employees
household net income expecting an occupational
pension from their employer*

Top 20 per cent 45.8
2nd 20 per cent 44.1
3rd 20 per cent 40.0
4th 20 per cent 31.5
Bottom 20 per cent ' 13.5

* these percentages are underestimates because there were
a number of don't knows and no replies in the survey.

Source: R. Smail, F. Green and G. Hadjimathiou (1984) "Unequal
Fringes", Low Pay Report no.15, February, Low Pay Unit,
London, p.11, Table 5.




144

Other data which covered inequalities within the broad
categories of non-manual and manual employees was that from
the New Earnings Survey of 1970. Table 3.9 shows the results
of this survey. Whilst 73.2 per cent of male non-manual workers
were in occupational pension schemes, only 45.3 per cent of male
manual workers were in an occupational pension scheme. There
was also inequality of access to occupational pensions between
female workers. Whilst 38.6 per cent of female non-manual
workers were covered, only 11.9 per cent of female manual work-
ers had access to an occupational pension. The footnote to the
table shows that the breakdown of the manual category does not
relate to all the industries included in the total manual
category. However, the breakdown does show that whilst 47.3
per cent of skilled manual male employees were in occupational
pension schemes, 44.4 per cent of semi-skilled workers in this
category were covered and only 32.9 per cent of unskilled work-
ers. The breakdown for female workers did not show a lower
coverage for the least skilled manual employee but rather a
figure of 13 ‘per cent for both semi-skilled and unskilled emp-
loyees which was higher than the percentage of skilled manual
female workers. This could be because so few women were
employed in the skilled manual category as compared to the
other categories. Whatever the explanation, the results show
a clear pattern of inequality of access to occupational pensions
between non-manual and manual workers and between male and

female workers.
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Table 3.9

The percentage of non-manual and manual workers covered by

occupational pension schemes in the New Earnings survey 1970
in Great Britain

Category of employee Percentage of employees in
occupational pension schemes
males females
A1l non-manual 73.2 38.6
All manual 45.3 11.9
skilled manual#* A7.3 9.0
semi-skilled manual?* 44.4 13.1
unskilled manuagl * 32.9 13.0

¥ these figures relate to the following industries within the
manual category: building and engineering, textile, clothing
and footwear and other occupations.

Source: Department of Employment (1971) "New Earnings Survey
1970" HMSO, London, p.198, Table T10.

Table 3.10 illustrates another aspect of the unequal
coverage of occupational pension schemes - that between public
and private sector employees. The Table shows that the increase
in the number of employees in occupational pensions between 1963
and 1967 was mainly due to an increase in the number of private
sector employees covered by an occupational pension. Therefore,
82 per cent of the increase in occupational pension membership
was due to the private employment sector. This followed the
trend of 1953/4 to 1963. However, the decline in the number of
occupational pension scheme members between 1967 and 1971 was

due to a decrease in the number of private sector employees in

these schemes.
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The percentage of private sector employees in occupational
pension schemes as the table shows, increased from 42 per cent
in 1963 to 48 per cent in 1967. However, this percentage dec-
lined to 45 per cent by 1971. This shows that not only did the
number of private sector employees in the labour force decline
between 1967 and 1971 but so did the proportion who were in
occupational pension schemes.

The percentage of public sector employees in occupational
pension schemes remained higher than for private sector employees
but did decline from 66 per cent in 1963 to 64 per cent in 1967.
By 1971 there had been a further decline to 62 per cent. How-
ever, the number of public sector employees in the labour force
increased during this period and so it is likely that the decline
in the percentage of public sector employees 1n occupational
pension schemes was due to the number of new employees entering
public sector employment who did not have access to occupational
pension schemes, rather than a withdrawal of coverage for those
employees who had been in schemes in 1963.

It is likely that the increase in number of public sector
employees in occupational pensions is directly related to the
increase in public sector work - not only because new employees
were entering this sector but because demand for public sector
workers would have been higher. Similarly, the decline in
private sector employment is related to a fall in the number of
private sector workers in occupational pensions schemes. The
reason for the lack of development in coverage for private
sector workers is likely to be the fall in demand for workers
in this sector. Therefore private sector employers did not need
to provide occupational pension schemes in order to attract

labour.
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As far as the development of occupational pension cover-
age for male as compared with female employees is concerned,
Table 3.11 shows that 55 per cent of the increase in membership
of occupational pension schemes between 1963 and 1967, was due
to an increase in the number of female employees gaining access
to these schemes. Between 1967 and 1971 with the overall
decline in the number of employees in these schemes, the number
of female employees in an occupational pension scheme actually
increased.

The previous chapter showed that between 1936 and 1963,
most of the increase in occupational coverage had benefited
male employees but between 1963 and 1971 this trend had reversed
so that any increase in occupational pension coverage was bene-
fiting female rather than male employees. The table also shows
that this slightly reduced the inequality between the number of
male and female employees in an occupational pension scheme.

In 1963, 62 per cent of male employees were in an occupational
pension compared with 21 per cent of females. By 1971, the
percentage of male employees in a scheme had fallen from its
peak of 66 per cent in 1967, to return to 62 per cent, whilst
the proportion of females in a scheme had risen to 29 per cent.
Whilst the number of female and male employees in the workforce
declined between 1967 and 1971, the number of male employees in
occupational pension schemes fell but the number of females in
a scheme increased. The only explanation for this would be
that the expansion of public sector employment benefited women
more than men. Therefore it is likely that the females gaining
access to occupational pension schemes in the 1967 to 1971

period were in public sector work.
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As mentioned in the previous chapter, part of the
reason for the unequal. access of female and male employees to
occupational pension schemes is that female employees are more
likely than male employees to work part-time and so be less
eligible for membership of a scheme. The Government Actuary
surveys of occupational pension schemes do not distinguish
between occupational pension coverage for part-time as compared
with full-time workers. However, the New Earnings Survey for
1970 did separate these two categories and Table 3.12 contains

data on this issue.

Table 3.12

The percentage of male and female employees in full and part-

time work and in non-manual and manual work who were covered

by occupational pension schemes in the New Earnings Survey
1970 in Great Britain

Percentages
Non-manual employees Manual employees
TOTAL A1l Full-| Part- A1l Full-| Part-

time time time time

MALES 54.4 13.2 T4.5 17.6 45.3 46.2 6.3
FEMALES| 26.4 38.6 47.4 6.3 11.9 17.9 3.4

Source: Department of Employment (1971) "Occupational pension
and sick pay schemes: some further results of the
New EFarnings Survey", Department of Employment Gazette,
August 1971, Tables 3 and 4, pp.695-699.

It is clear from the table that even full-time female
employees are less likely to be in occupational pension schemes
than full-time male employees. Table 3.12 shows that 74.5 per

cent of males in full-time, non-manual work were covered by an
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occupational pension compared with only 47.4 per cent of female
employees in this category. The differences between male and

female employees in full-time manual work is even more pronoun-

ced - = . 46.2 per centof males compared with 17.9 per cent of
females,

Men in part-time work were also more likely to be covered
by an occupational pension scheme than women in part-time work.
It 1s interesting to note that occupdational-pension coverage for
non-manual female employees Wwas roughly equivalent to
‘occupational pension coverage for " male full-time manual
employees. This suggests that in 1970, sex as much as social
class determined access to occupational pension membership.

From all this data on occupational pension scheme member-
ship it can be concluded that the period 1963 to.1971 featured
similar inequalities of coverage to that of the period 1936 to
"196%hich was discussed in the last chapter. Therefore, full-
time, public sector, male, non-manual employees were most likely
to be members of an occupational pensions scheme. Those least
likely to be covered were females, manual workers and those in
the private sector and also part-time employees. Inequalities
of access between non-manual and manual workers remagined just
as high in 1971 as they were in 1963 and in fact were slightly
higher with 38 per cent of manual workers in occupational
pension schemes compared with 62 per cent of non-manual workers.
Inequalities between those employees in public sector as comp-
ared with private sector work were slightly less in 1971 than
they had been in 1963 but they were still significant with 45
per cent of private sector employees in schemes compared with
62 per cent of public sector employees. Similarly, whilst the
inequality of access to occupational pension schemes between

male and female workers had been reduced by 1971, there were
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still only 29 per cent of female employees in schemes compared
with 62 per cent of males. The 1.1 million decline in the
total number in occupational pension schemes between 1967 and
1971 was mainly due to a decrease in the number of male,
private sector, manual workers in these schemes.

Table 3.13 shows that some of those employees in the
labour force who did not have access to an occupational pension
scheme, were working for an employer who did provide a scheme
for some of his or her employees. The table shows that the
main reason why these employers excluded some employees from
membership was that the type of work they did made them inelig-
ible for membership. Unfortunately, the reasons why their
employment made them ineligible are not defined in the surveys.
In 1967, 36 per cent of private sector employees, and 77 per
cent of public sector employees were excluded for this reason
and by 1971, the proportion of private sector employees exclud-
ed on these grounds had risen to 46 per cent whilst the
proportion of public sector employees excluded on these grounds
had declined slightly to 76 per cent. Other reasons for exclu-
sion which were not so significant were that the employee was
too 0ld or too young, had not been in the job long enough or
had refused to join.

Occupational pensions are by their very nature work
related and so those outside  the labour market, whether through
unemployment, illness, disability or family responsibilities
have no access to these schemes. However, the data shows the
clear inequalities of access to occupational pension coverage
between those in employment, even between those working for

the same firm.
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Table 3.13

Reasons given by employers for exclusion of employees from

the firm's occupational pension scheme, 1967 and 1971, UK

in millions

Employees excluded 1967 Employees excluded 1971

Reasons private public private public
for sector sector sector sector
exclusion
per per per per

NO. | cent NO- I cent 0. | cent no- | cent
employment
ineligible 2.8 36 1.7 77 3.7 46 1.3 76
service
Yoo short 1.9 25 - - 1.6 20 0.1 6
too young 1.1 14 0.2 9 1.6 20 0.2 12
too old 0.3 4 - - 0.3 4 - -
refused

¥ in 1967 the "refusing to join" category is included in
"other reasons"”.

Sources: Government Actuary (1968) "Occupational Pension Schemes:
Third Survey by the Government Actuary", HMSO, London,
p.11, Table 6.
Government Actuary (1972) "Occupational Pension Schemes
1971: Fourth Survey by the Government Actuary", HMSO,
London, p.9, Table 3.

Data shows the inequalities in the level of occupat-
ional pensions available to different types of employees. Data
from the Iabour cost surveys of 1964, 1968 and 1973 illustrate
that in the period covered by this chapter, employers were spend-

ing more on the occupational pension schemes of administrative,
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state pension scheme by adjusting them in line with national
average earnings increases, but it did not include revaluing
the pension payment in line with a special price index for
pensioners every year as the 1957 policy had done. Instead it
proposed an increase every two years in line with the ordinary
price index.(72)
The idea of a state pensions fund which had been strongly
opposed by the pensions industry when included in the 1957
policy(73) was reduced to a shadow of its former self. The
state pension fund outlined in the 1969 plan was small, reaching
its maximum size after only 15 to 16 years and was restricted to

(74) The decision to drop

investment in government securities.
the more radical version of a state pension fund was a reflectior
of the change in attitude towards the occupational pensions
sector. Whilst the 1957 policy had aimed to contain the growth
of occupational pensions, the 1969 policy was much more accomm-
odating and viewed the relationship between the two sectors as

a "working partnership".(75) The 1969 plan also recognised the

importance of the pensions funds as a source of finance capital

in the economy:

"The Government welcome this growth in occupational
provision and recognise the important role which
occupational pension schemes now play not only in
provision for old age... but as a source of the sav-
ings needed to finance investment." (76)

Indeed, one of the reasons given in the white paper for
allowing occupational pension scheme members to pay a reduced
contribution towards the state pension scheme was the importance
of the occupational pension funds to the economy. If contract-

ing out was not permitted then some occupational pension schemes
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Sources: Department of Employment (1971) "Labour Costs in Great
Britain 1968" HMSO, London, pp.56, Tables 30 and 31.

Department of Employment (1975) "Labour Costs in Great
Britain 1973", Employment Gazette, October, p.1019,

Table 11 and ©».1015, Table 10.

Craig's research in 1968 also found that employers tended
to provide more generous occupational pension schemes for non-
manual workers than for manual workers. Only 31 per cent of the
firms in her survey provided occupational pension schemes on the
same terms for all grades of employee. Of those firms which pro-
vided more favourable terms to non-manual employees than to
operatives, 52 per cent provided the same terms to all their
non-manual employees and 10 per cent offered some grades of non-
manual worker more favourable terms than others.(165)

Another important issue which needs to be mentioned is
the percentage of pensioners in the 1967 to 1971 period who were
receiving occupational pensions and the inequalities in the
levels of occupational pensions they received. Table 3.15 shows
that by 1967, the percentage of pensioners receiving an occup-
ational pension had risen to 23 per cent and by 1971 it had
risen still further so that 26 per cent of all pensioners were
receiving an occupational pension. Clearly these figures are
far lower than those relating to the number of employees in an
occupational pension scheme but they reflect the fact that
occupational pension membership was minimal until the 1950°'s
and so the number of pensioners receiving an occupational pension

was minimal until the 1960's when some of the employees of the

1950 's had retired.
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Table 3.15

The number of occupational pensions in payment compared with
the number of elderly people, 1936 to 1971

note: occupational pension data for 1936 and 1953/4 refers
to GB and for 1956 and 1971 refers to UK - data on the number
of elderly people has been chosen to match these differences.

in millions

Year Total number of Total number of Percentage of
occupational elderly people elderly people
pensions in (males 65 years receiving an

payment * and over occupational

and females 60 pension
years and over)

1936 0.2 4.3 (1931) 5

1953/4 0.9 6.7 (1951) 13

1956 1.1 7.5 (1958) 15

1963 1.5 7.9 19

1967 1.9 8.5 23

1971 2.4 9.1 26

* very few pensioners receive more than one occupational pension.

Sources: all occupational pension data:d Government Actuary
(1961) "Occupational pension schemes 1979: sixth
survey by the Government Actuary", HMSO, London, p.12,
Table 3.1
data on the number of elderly people in the populat-
ion: (detailed references for 1936 to 1963 in
Table 2.11)

re 1936: Central Statistical Office (1963)
re 1953/4: ibid.
re 1956: ibid.
re 1963: Central Statistical Office (1968)

re 1967: Central Statistical Office (1968) "Annual Abstract of
Statistics", no.105, HMSO, London, p.10, Table 9.

re 1971: Central Statistical Office (1973) "Annual Abstract of
Statisties™, no.110, HMSO, London, p.10, Table 9.

The data in Table 3.16 shows the inequalities in the level
of occupational pension in 1965. In each type of former occup-
ation, women had a lower occupational pension than men. For
example, former male teachers received an average of 205 shillings

per week whereas former female teachers received an average of
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The average rates of occupational pension according to former

occupation 1965

Employment Sector

non-manual

Men

manual

non-manual

Women

manual

Public sector
teaching

police and fire
services

other local
authority service

civil service
armed forces

national health
service

nationalised
industry

205
130

125

145
260

130

105

65

80
80

70

35

155

120
165

80

95

45

average

140

45

130

40

Private sector

agriculture,
forestry and
fishing

manufacturing

civil engineering
and construction

distribution

insurance,
banking and
finance

domestic service
(private)

other

120
70
70

220

110~

40

40
40
55

85

45

55

60

100

55

25

45

average

125

40

70

30

Source:

Pensioners”, HMSO, London, p.160, Table G.

Ministry of Pensions and National Insurance (1966)
"Financial and Other Circumstances of Retirement
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155 shillings per week. The unequal levels of occupational
pension between non-manual and manual workers in the same sec-
tor of employment is also clear. Thus, former manual male
workers in the National Health Service received an average of
70 shillings per week compared to 130 shillings for a former
non-manual worker in this sector. A former female non-manual
worker in this sector received an average of 80 shillings, just
above the amount given to the male manual worker and a former
female manual worker in this sector received an average of Jjust
45 shillings per week. The value of these amounts can be judged
by the fact that the rate of national insurance pension in 1965
was 80 shillings and the rate of national assistance was 76

shillings plus housing costs.(166)

What these figures also
suggest is that those on very small occupational pensions and
average rents disqualified themselves from eligibility for
supplementary benefit and were thus no better off than those
without an occupational pension and in similar housing circum-
stances. In such a case, the only advantage of receiving a
small occupational pension was that it would save the elderly
person from having to claim supplementary benefit to bring their
income up to the official poverty line - it did not give them a
higher income.

One final issue is that the development of occupational
pension scheme membership in .this period, increased the value
of occupational pension funds from £4847 million in 1964,(167)
to £9216 million in 1974.(168) These figures exclude the pension
business of life assurance companies which at the end of 1974,
amounted to £5000 million, bringing the total assets of the
occupational pensions industry to £13,216 million.(169) Occup-

ational pension schemes were clearly becoming an increasingly

important part of finance capital.



159

SECTION FOUR: AN EVALUATION OF RETIREMENT PENSION PROVISION
BETWEEN 1964 AND 1974

This chapter has shown that the low levels of state
retirement pension that had existed in the 1945 to 1964 period,
persisted throughout the next decade so that the years 1964 to
1974, saw no decline in either the proportion of elderly people
dependent on national assistance/supplementary benefit or the
proportion living below this level. Both the Labour and
Conservative governments produced new proposals for the retire-
ment pensions system but neither party was in government long
enough to implement them. If either plan had been introduced
it would have been of no benefit to existing pensioners and
would also have left some of the future elderly generation on
supplementary benefit. Both plans accepted that occupational
pension schemes had a valuable role in providing for retirement
pensions. The development of occupational pension schemes them-
selves remained fairly static in these years with the inequal-
ities in coverage and inequalities between those with access to
a scheme still very evident. What follows is a brief outline
of the factors which influenced the provision of retirement
pensions at this time and so how far this was influenced by the
power of private capital; or the power of government, trade
unions, public opinion or of the poverty lobby.

The Labour governments 1964 to 1970, introduced only
marginal increases to the state retirement pension, failed to
introduce the promised income guarantee to lift pensioners of
the need to claim national assistance and also failed to intro-
duce the 1957 pensions policy. It did recast the national

assistance system into supplementary benefit but this only
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marginally increased eligibility and only slightly increased
the take-up of this benefit. The 1957 pensions policy, which
had been so extensively prepared when the ILabour party was in
opposition, was abandoned and eventually replaced with the 1969
Crossman plan which offered less redistribution from higher to
lower income groups and more concessions for occupational pen-
sion schemes.

In some ways, the Labour government's failure to introduce
more radical pensions reform can be attributed to the power of
private capital - in both the form of the occupational pensions
industry and in the form of national and international finance
capital in general. The expansion of occupational pension
membership from 36 per cent of employees, when the labour party
was formulating its 1957 policy, to 47 per cent of employees by
the time it was re-elected into government in 1964, made it more
difficult for it to introduce the 1957 policy which had been so
heavily criticised by the occupational pensions industry. Not
only was the finance capital from the occupational pension funds
rapidly increasing in value and so its importance to the economy
rising, but a higher proportion of the electorate were members
of an occupational scheme and had an interest in the continuing
viability of these schemes. So these two factors gave private
capital in the form of the occupational pensions industry, more
power to influence policy.

International finance capital was also able to influence
the kind of social policy (including that of pensions) which
the Labour government pursued because the government had
borrowed from international capital to cope with an economic
crisis in 1964. How far the Labour government's decision to

refuse to devalue the pound was responsible for this influence
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of international capital is debatable. If Wilson had pursued
a more radical economic policy, so increasing state ownership
of finance and industrial capital, then private capital's
influence on policy would have been reduced, paving the way
for a more generous, redistributive state pensions system to
benefit both existing and future pensioners and therefore allev-
iating poverty in old age. However, the government was content
to merely manage capitalism. In this sense the Labour govern-
ment itself lacked the commitment to use its power to its
potential - it was not simply that the government was in the
hands of private capital. Moderating its pensions policies was
in the interests of private capital but it also fitted with the
moderate stance of the government anyway.

Another sense in which it is clear that the government
did have some power to influence policy was that the Crossman
pension plan of 1969, whilst more moderate than the 1957 policy,
was less useful to private capital than the pensions policy
which the subsequent Conservative government proposed in 1971.
Crossman's 1969 scheme was far less conducive to the further
development of occupational pension schemes than the 1971
Joseph scheme. Therefore, the ideology of the government did
have an impact on the nature of the pensions policy pursued.

Conservative government policy on pensions was therefore
more useful to private capital. The levels of retirement
pension in the 1970 to 1974 period were even lower in relation
to average earnings than at the time of the previous Labour
government. The new pension introduced for those over eighty
years of age was so low it was of very little help in alleviat-
ing poverty amongst the elderly. As already mentioned, the

Joseph pension plan of 1971 required only minimal standards of
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occupational pension schemes in order for them to contract out
of the state earnings related scheme and the proposed state
scheme itself was less generous than the one in the Crossman
plan.

Private capital had been able to persuade the Conservative
government to provide a state earnings related scheme. The
pensions industry did not want the responsibility for providing
a private pension for all employees, including the low paid and
those in and out of work which it would have been required to
do had the Conservative party's idea of compulsory private
pension provision been introduced. So the occupational pensions
industry suceeded in influencing government policy on this issue.

The trade union movement's stance on the pensions issue
was clearly divided. As the last chapter showed, it eventually
accepted the Labour party's 1957 pension plan but by the late
1960's had moderated its policy so that some elements of the
trade union movement even found the Crossman plan too radical
and too restrictive towards the occupational pensions sector.
The trade union movement as a whole, represented by the TUC, did
support the Crossman plan. However, if it had retained support
for the more radical 1957 policy, it may have influenced the
Labour government to introduce rather than reject this policy.
It seems that it was in the 1960's, in periods of wage restraint,
that the trade unions began negotiating for occupational pension
membership from employers. If occupational pension coverage
had not divided trade union interests, then a more radical trade
union stance and influence in pensions policy would have been
feasible.

It is difficult to estimate the influence of public

opinion on the nature of the pensions policies pursued by
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governments in this period. There was clearly public concern
about poverty in society because the Child Poverty Action Group's
revelations that poverty had increased under the Labour govern-
ments of 1964 to 1970 seems to have been one factor for the
Labour party losing the 1970 General Election.t '70) Tne
Conservative government's decision to introduce the pension for
the over eighties, though of little help to the elderly, seems to
have served the purpose of indicating that the government was
concerned about poverty amongst the elderly - indicating public
concern on this issue. However, how far public opinion favoured
a more redistributive state pensions system was no doubt influ-
enced by the fact that opinion was divided by the development

of occupational pension scheme membership - just as it had
divided the trade union movement.

MAnother factor which indicated limited public support for
the alleviation of poverty in o0ld age was that the campaigns by
pensioners organisations for an increase in the level of the
state retirement pension had no effect on either the Labour or
Conservative governments. With more public support, the pension-
ers poverty lobby would have had more influence but without it were
essentially excluded from government negotiations on pensions
policy.

S0, to conclude, it is clear that private capital was able
to exert influence on the pensions policies of both Labour and
Conservative governments. The Labour government moderated its
policies to offer more concessions to the occupational pensions
sector and the Conservative government agreed to include a state
reserve earnings related scheme in its plan after the occupational
pensions industry had suggested this. Trade union and public

opinion was divided on the issue because of the development of
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occupational pension schemes and so in this sense private
capital, through the provision of these schemes was able to
weaken support for a more generous state retiremént pension.
The poverty lobby seems to have had little or no influence on
the government compared with private capital. However, as in
chapter two, it is clear that private capital did not have the
power to determine the content of pensions policy. The Labour
government did not produce a plan which merely suited the
pensions industry -~ government policy was not therefore simply

dictated by private capital.
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Chapter Four

THE DEVELOPMENT OF STATE AND OCCUPATIONAL RETIREMENT PENSIONS
1974 TO 1979

In February 1974, a Labour government was elected which
had no overall majority in the House of Commons and a further
general election in October of that year gave the Labour party
an overall majority of only three seats. By 1977, losses in
by-elections had removed this slender majority and rather than
call another general election a pact was agreed between the
Labour and Liberal parties in March 1977. So a Labour govern-
ment managed to cling onto power from 1974 until 1979.

This chapter will discuss the pensions developments in
this period in four sections. The first section looks at
Labour government policy towards incomes for the existing
elderly population. The second section discusses the legislat-
ion introduced in 1975 for a new pensions system for future
pensioners and also includes the debates on pensions reform and
nationalisation of the insurance and banking industries which
occurred when the Labour party was in opposition in the years
1970 to 1974. The third section looks at the development of
occupational pensions in the period 1971 to 1979. The fourth
and final section relates the information in the chapter to a

theory of power and the state.

SECTION ONE: LABOUR GOVERNMENT POLICY ON PENSIONS FOR THE
EXISTING ELDERLY POPULATION 1974 TO 1979

The Labour party's general election manifesto in February
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1974, had promised an increase in the state retirement pension
for a single person to £10 per week and for a rise to £16 per
week for a married couple - increases of 29 per cent and 28 per
cent respectively. It also promised to increase these levels
annually in line with the rise in national average earnings.(1)
In July 1974, Barbara Castle, Secretary of State for Social
Services, introduced this increase despite claims from the civil
service that they could not administer an increase until Sept-
ember.(z) The increase formed part of the social contract
drawn up between the Labour party and the trade union movement
in 1973-(3) Table 4.1 shows that this increase took the level
of the state retirement pension to 21.6 per cent of the average
gross wages of male, full-time, manual workers.

Table 4.1 shows the levels of state retirement pension
throughout this period of ILabour government. Levels of pension
were higher between 1974 and 1978 than they had ever been and
reached a peak in 1977 when the level was equivalent to 23.1
per cent of average gross male manual workers earnings. The
rates of state retirement pension in the previous Labour and
Conservative governments had varied between 17.6 and 20.4 per

(4)

cent. The Labour government also honoured its election

promise to peg increases in pensions to either prices or wage
rises, whichever were higher. This was of considerable help in
maintaining the real value of the state retirement pension,
even though from 1976, the basis of these upratings was to be
forecasts of wage and price rises rather than actual recorded

(5)

figures. However, whilst the 1974-1979 Labour government

had increased this level it was still far short of the level
advocated by pensioners' organisations. These groups were

campaigning for pensions of a third of the average male earnings.(6
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Table 4.1

The rate of state retirement pension for a single pensioner
compared with the supplementary benefit level and related to

the gross average earnings of full-time, male manual workers,

1974 to 1978

National insurance .
retirement pension Supplementary benefit
Date rate in | as a percentage rate in £| as a percentage
£ per of average gross per week | of average gross
week male manual excluding male manual
workers earnings housing | workers earnings
costs* %
July | 40.00 21.6 10.40 22.5
1974
Aprilt 44 60 20.8 2.00 21,
1975 () e 1 . 5
Nov
13.30 1. .70 22.2
1975 3.3 21.5 13.7
Nov
1976 15.30 22.1 15.70 22.7
Nov
1977 17.50 23.1 17.90 23.6
Yomg | 19-50 22.3 19.90 22.8

* this rate includes the long term addition paid to pensioners.

*% T have calculated this columm of percentages by working out
the rate of average gross wage from Table 46.09 in DHSS (1986)
Social Security Statistics 1985. These average earnings figures
T have calculated as: 1974 : £46.29, 1975 : £55.76 (April),
1975 : £61.86 (Nov), 1976 : £69.23, 1977 : £75.75, 1978 : £387.44

note: +those pensioners eighty years and over received 25p a
week extra on both national insurance retirement pension and
supplementary benefit.

Source: Department of Health and Social Security (1986)
"Social Security Statistics 1984", HMSO, London,
pp.250-251, Tables 46.09 and 46.10, also Table 34.01,
P.176 regarding long term rates of supplementary benefit.

The Table also shows that the level of the state retirement
pension in relation to supplementary benefit was such that those

without enough other income to supplement this state pension
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would have to claim supplementary benefit, if only to pay
their housing costs. Indeed the proportion of state retire-
ment pensioners having to claim supplementary benefit was
between 22 per cent and 24.7 per cent in the 1974 to 1978
period as shown in Table 4.2. This proportion was lower than
it had been during the previous Labour and Conservative govern-
ments of 1951 to 1974, when it had averaged between 26 and 28

per cent.!) But it was still no lower than it had been in
1951.(8)

Table 4.2

The numbers of people over retirement age receiving state

retirement pension and the number receiving supplementary
benefit in the United Kingdom, 1974 to 1978

in thousands

Date Number of national Number of " Percentage of
insurance retirement | people over | national insurance
pensions in payment retirement retirement pen-

(including cont- age on sup-| sioners (including
ributory old age plementary widows 60 to 64
pensions and benefit years) receiving
pensions for widows supplementary
aged 60 to 64 years) benefit*

1974 8383 1867 24.7

1975 8426 1739 22.2

1976 8500 1743 22.0

1977 8637 1794 22.5

1978 8785 1795 22.5

Source: Central Statistical Office (1976) "Social Trends 1976"
no.7, HMSO, London, p.120, Table 5.22.

Central Statistical Office (1978) "Social Trends 1979"
no.9, HMSO, London, p.115, Table 6.31, Table 116,
Table 6.31.

Central Statistical Office (1980) "Social Trends 1981"
no.11, HMSO, London, p.89, Table 6.03.

Sources continued OVEr seea.
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Sources: (continued)

*Department of Health and Social Security (1978)
"Social Security Statistics 1976", HMSO, London,

*Department of Health and Social Security (1983)
"Social Security Statistics 1981", HMSO, London,
p-213, Table 43.09.

It was estimated by Age Concern in 1974 that one million
pensioners were eligible for supplementary benefit but not
claiming it.(g) Table 4.3 below shows that Department of Health
and Social Security statistics estimated that the take-up rate

of supplementary benefit for pensioners was just 74 per cent.

Table 4.3

The level of take-up of supplementary benefit by pensioners
and the average amount of unclaimed benefit, 1975 to 1977

Year Estimated percentage of Average weekly amount
take-up by pensioners unclaimed

1975 T4 £2.10

1976 74 £2.10

1977 74 £3.10

note: no figures are available for 1978.

Sources: Department of Health and Social Security (1978)
"Social Security Statistics 1976", HMSO, London,

p.162, Table 43.28.

Department of Health and Social Security (1979)
"Social Security Statisties 1977", HMSO, London,
p. 138, Table 34.20.

Department of Health and Social Security (1980)
"Social Security Statistics 1978", HMSO, London,
p. 155, Table 34.238.

So the Labour government did introduce a relative inc-

rease in the level of the state retirement pension but this

was marginal and not enough to significantly reduce the numbers
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Other data which covered inequalities within the broad
categories of non-manual and manual employees was that from
the New Earnings Survey of 1970. Table 3.9 shows the results
of this survey. Whilst 73.2 per cent of male non-manual workers
were in occupational pension schemes, only 45.3 per cent of male
manual workers were in an occupational pension scheme. There
was also inequality of access to occupational pensions between
female workers. Whilst 38.6 per cent of female non-manual
workers were covered, only 11.9 per cent of female manual work-
ers had access to an occupational pension. The footnote to the
table shows that the breakdown of the manual category does not
relate to all the industries included in the total manual
category. However, the breakdown does show that whilst 47.3
per cent of skilled manual male employees were in occupational
pension schemes, 44.4 per cent of semi-skilled workers in this
category were covered and only 32.9 per cent of unskilled work-
ers. The breakdown for female workers did not show a lower
coverage for the least skilled manual employee but rather a
figure of 13 per cent for both semi-skilled and unskilled emp-
loyees which was higher than the percentage of skilled manual
female workers. This could be because so few women were
employed in the skilled manual category as compared to the
other categories. Whatever the explanation, the results show
a clear pattern of inequality of access to occupational pensions

between non-manual and manual workers and between male and

female workers.



185

to take an active part in it, was dismayed because the report
from this sub-committee was not radical enough. Therefore,
in March 1972 he wrote to the secretary of the committee

stating:-

"As a Socialist, I would not wish my name
to be associated with it."(13)

In line with the more accommodating attitude towards the
occupational pensions sector, the idea of nationalising the
insurance and also banking industries was raised but once again
rejected by the lLabour government. If nationalisation of these
sections of finance capital had been introduced then the finan-
cial power of the occupational pensions industry and therefore
its important influence over the Labour government would have
been undermined.

The idea of nationalisation of insurance and banking was
revived at the annual conference of the Labour party in 1971
with the passing of a resolution to this effect.(14) A working
party was set up which eventually presented an interim report
to the 1973 conference.(15) This report was left unsigned
because whilst there was agreement that the building societies
and insurance companies should be nationalised, there was con-
troversy over nationalisation of the banks.(16) However,
another National Executive Committee report in 1974 on an
industrial strategy for the Labour government, also included
a recommendation for nationalisation. It stated that the
government should take a substential stake in the banking

industry.(17)

Whilst the Labour government rejected these prOposalsS18)
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by 1976 the National Executive Committee had produced a further
report, "Banking and Finance" which repeated the case for red-
ucing the power of the financial institutions. It recommended
the nationalisation of the top seven insurance companies and
the top four banks.(19) This policy was accepted at the Labour
party's annual conference of 1976 on condition that the N.E.C.
consulted with the trade unions.(zo) However, the Labour
government, by then under the leadership of James Callaghan,
merely responded by setting up an enquiry into the issue in
1977. This"Committee to Review the Functioning of Financial
Institutions", under the Chairmanship of the previous Labour
Prime Minister, Harold Wilson, ran for three years before it
issued its last report in 1980.21) This report was opposed to
nationalisation and merely recommended that more information
should be made available on occupational pension funds and that
members should be represented on the boards governing these

funds.(zz)

Therefore, whilst the idea of nationalisation of financ-
ial institutions was debated in the 1970's, it failed to get
further than acceptance at Labour party conference. So, just

as in the 1940's, the idea of nationalisation of finance capital

was raised, but rejected.

The white paper on pensions 1974 - the Castle plan

The Labour party's general election manifesto for
February 1974 promised a new pensions policy which would replace
the Conservative government's plans. This new pensions system
would ensure that future pensioners would not need to claim
means tested benefits and would provide for equality between

men and women.(23)
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Once elected to government, Barbara Castle, Secretary
of State for Social Services and Brian O'Malley, Minister for
Social Security, began sorting out the new pensions plan. In
May 1974, the Labour government announced that the Conserv-
ative government's legislation on pensions, the Social Security
Act of 1973, which had been due to start in April the following
year, would not be implemented.(24) The Conservative party's
immediate response was that this was disgraceful and it called
for an all party select committee to discuss this action.(25)
Yet once the Labour government had published its pension
proposals, the Conservative party was quite supportive. It
accepted the essentials of the scheme and merely argued that
it might wish to amend the contracting out terms for occupat-
ional pension schemes if those terms did not satisfy the

pensions industry.(26)

The Conservative party's approval of the Labour govern-
ment's new pensions policy was explained by the fact that
Labour's new scheme had been drawn up as a compromise between
the previous Conservative government's pensions policy (the
Keith Joseph plan) and that of the previous Labour government's
pensions policy, (the Crossman plan).(27) The white paper
itself, "Better Pensions", referred to this compromise. It

stated that Labour's new plan:

" ..draws on the best features of each of the
two previous plans..."(28)

The Prime Minister, Harold Wilson, argued that a basic
premise of the new policy was that it should be acceptable to

the Conservative party, thus securing the future of the plan
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in the event of a Conservative party return to office. In
doing so it would end the political wrangling over pensions.

He therefore stated that Castle and 0'Malley had intended to:

"...produce legislation which would endure for a
political generation."(29)

In many ways the Labour government's new pension proposals
were indeed a compromise between the Crossman and Joseph pension
plans. The basic structure of Labour's new plan, - (which will
be referred to as the Castle plan), consisted of two elements -
a basic flat rate pension and an earnings related pension to
supplement this.(3o) In this sense it was similar to the
Joseph scheme whereas the Crossman scheme had consisted of just
one earnings related pension with redistribution built into it.
However, the Castle scheme would pay out a full pension after
twenty years of contributions(31) just as the Crossman scheme
had envisaged, rather than the forty year maturity period in
the Joseph scheme. Yet whilst the Castle scheme would mature
earlier than the Joseph scheme it would still give no help to
existing pensioners, or those retiring within a few years of
the start of the scheme despite the fact that one of the
reasons given in 1971 for drawing up a new pensions plan was
to help these groups.

The essential difference between the state earnings
related pension in the Castle scheme (also referred to as
SERPS), and the one in the Joseph scheme, was that in the
Castle scheme this was financed on a pay as you go basis rather
than through a fund.(32) Contributions and benefits would be

inflation proofed more effectively. Contributions would be
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The fact that the Castle scheme based pension entitlement on
the best twenty years contributions also helped women who

were more likely than men to have variable earnings throughout
their working lives because they left and rejoined the labour
force at various intervals to cope with family responsibilities.
Mnother feature of the Castle plan which differed from the

other two plans was that it provided for equal access for women
to occupational pension schemes. These schemes were required

to provide the same conditions of entry for women as for men.(4®

As far as occupational pension schemes in general were
concerned, the Castle scheme required higher standards for
contracting out of SERPS than the Joseph scheme had done.
Contracting out provisions in the Castle scheme were very
similar to those in the Crossman scheme but the concessions
offered to occupational pension schemes should these conditions
be met, were higher than in the Crossman plan. In this sense
the Castle scheme was more accommodating towards the occupat-
ional pensions sector than previous Labour party policy.

The conditions for contracting out in the Castle scheme
were that the occupational pension should provide a pension
based on final salary or various equivalents of this,(41) which
was at a level at least equal to that which the employee would
have received from full membership of SERPS.(42) The occupat-
ional pension scheme should also provide a widow's pension(43)
and revalue past contributions or transfer these should an
employee change jobs.(44) One feature retained from the Joseph
scheme was the introduction of an Occupational Pensions Board
which would vet occupational pension schemes for contracting

out, (45)

The concessions offered in the white paper to those
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occupational pensions schemes meeting the required conditions
were firstly a rebate on contributions to the state pension
scheme so that those contracting out paid a joint employee and
employer contribution of 103 per cent compared with those
contracted in who would pay the full 163 per cent.(46) Secondly
it stated that once the occupational pension was in payment,
the state would ensure that the pension was equivalent to that
amount of state pension which the individual would have
received had he or she remained a full member of the state
scheme. A third concession was that the state would inflation
proof the occupational pension once in payment to at least the

value of the SERPS scheme. Thus the white paper stated:

", ..there will be arrangements to ensure that at
pension age their total pension is at least as much

as 1f they had been fully in the state scheme through-
out and that they receive comparable protection
against inflation after pension age."(47)

Debate on the white paper

In the five months between the publication of the white
paper and the drafting of the Social Security Pensions Bill in
February 1975, a great deal of discussion on the proposals
took place which resulted in increasing the concessions to the
occupational pensions industry. Firstly, the contribution
level for those contracted out of SERPS was reduced still
further to 7 per cent of the combined contribution of employee
and employer with the additional % per cent reduction going to
the employer. Secondly a clause was included in the pensions
bill which limited the employers'liability for inflation proof-
ing the pension rights of former employees who left the

occupational pension scheme before retirement, to just 5 per
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still only 29 per cent of female employees in schemes compared
with 62 per cent of males. The 1.1 million decline in the
total number in occupational pension schemes between 1967 and
1971 was mainly due to a decrease in the number of male,
private sector, manual workers in tﬂese schemes.

Table 3.13 shows that some of those employees in the
labour force who did not have access to an occupational pension
scheme, were working for an employer who did provide a scheme
for some of his or her employees. The table shows that the
main reason why these employers excluded some employees from
membership was that the type of work they did made them inelig-
ible for membership. Unfortunately, the reasons why their
employment made them ineligible are not defined in the surveys.
In 1967, 36 per cent of private sector employees, and 77 per
cent of public sector employees were excluded for this reason
and by 1971, the proportion of private sector employees exclud-
ed on these grounds had risen to 46 per cent whilst the
proportion of public sector employees excluded on these grounds
had declined slightly to 76 per cent. Other reasons for exclu-
sion which were not so significant were that the employee was
too old or too young, had not been in the job long enough or
had refused to join.

Occupational pensions are by their very nature work
related and so those outside the labour market, whether through
unemployment, illness, disability or family responsibilities
have no access to these schemes. However, the data shows the
clear inequalities of access to occupational pension coverage

between those in employment, even between those working for

the same firm.
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since the Joseph scheme had been drawn up by the previous
Conservative government, there had been large rises in the
rate of inflation. Kincaid has made the point that the Labour
government's new pension plan was valuable to the occupational
pensions industry because the state would be taking on some

responsibility for the inflation proofing of occupational

pension schemes.(52) His argument is supported by a comment

in the Economist in March 1975 which mentioned the threat which
these high rates of inflation posed to occupational pension

schemes. It stated that:

"No genuinely funded scheme can cope with current
levels of inflation."(53)

Similarly, an article in the Investor's Chronicle in

February 1976 mentioned this inflation problem:

"Personal and company pensions are uniquely dependent
on a stable currency if they are to meet the needs for
which they were designed... That dependency has now,
as most people realise, reached a critical point."(54)

So whilst the Castle scheme put more stringent controls on
occupational pensions than in the Joseph scheme, these controls
were acceptable to the occupational pensions industry given the
concessions that were also offered.

In contrast to the success of the pensions industry in

securing valuable changes to the Labour government's pension

proposals, the poverty lobby gained little. The only change
made to the white paper which would benefit those without
access to occupational pension schemes, was that the earnings

rule was changed so that pensioners would be able to earn with-
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out losing any of their state earnings related pension. This
brought SERPS in line with occupational pensions.

The poverty lobby had expressed concern that the Labour
government 's proposals would not help the one million people
who through low pay, self-employment or incomplete contribut-
ions, would not qualify for a full pension, even after twenty
years of contributions.(55) It was also critical of the fact

that the scheme would give no help to existing pensioners:

"Age Concern hopes that the government will amend its
plan both to help the one million left below the poverty
line after their plans are fully in operation and also
to help those retired and retiring before the scheme
pays full benefits in 1998."(56)

In a document called "Policy for a future state pension", pub-
lished in 1974, %7) Age Concern called for a high flat rate
level of state pension, financed by earnings related contribut-
ions but payable to all pensioners, regardless of contribution
record. This would ensure that no pensioners would suffer

(58)

poverty in old age. Age Concern's demands were not
incorporated into the Labour government's pension bill and
neither were those on the left wing of the Labour party who
demanded a more redistributive scheme.(sg)

Surveys by Age Concern and by Piachaud indicated that the
public were in favour of immediate increases in the level of
the state retirement pension, but as already mentioned in this
chapter, no such increases on this scale were introduced and
the Castle pension scheme contained no help for existing
pensioners.

The Age Concern survey in March 1974 found that most of

the public felt that the state retirement pension for a single
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person should be raised from £7.75 per week to £12 per week.(60)

The Labour government increased it to £10 per week. This survey
also found that more than fifty per cent of those who expressed
an opinion on pension levels were willing to pay 25p per week
more in tax to pay for an increase. A clear majority wanted
pensions of at least 75 per cent of pre-retirement income.(61)

Piachaud's survey of public attitudes on state pension
levels found that 93 per cent of people in 1973 thought that it
was inadequate and 40 per cent thought that it should be raised
to £10 per week, (from £7.75) and 20 per cent thought that it
should be raised to £20 per week.(62) He also found that 80
per cent of the sample were willing to pay more in tax to

(63)

finance an increase. Piachaud acknowledges that because
there was only a 59 per cent response rate to the questionnaire
then it could well be that the other 41 per cent would not have
favoured an increase in pensions or indeed would not have
favoured paying more tax to finance it.(64) However, the
survey showed that a large proportion of the public were in
favour of an increase in state pension level, So it is for
this reason that Townsend has argued that governments have

failed to provide the levels of old age pension which most of

the public support:

"Paradoxically, although public opinion often seems to
favour substantial government intervention to guarantee
more support for the elderly, the measures that are
enacted are often delayed and do not match in generosity
that opinion."(65)

As far as the TUC was concerned, it argued that the
government should make some changes to the white paper so that

the scheme reached maturity in a shorter period, that it gave



196

help to existing pensioners and that the Exchequer contrib-
ution to the scheme should be increased. It was also concerned
that the contracting out provisions for occupational pension
schemes should not be too generous and that trade unions should
be represented on the Occupational Pensions Board which super-
(66)

vised contracting out. But whilst the TUC was critical of

some elements of the Castle plan, it essentially supported it.

In the words of the General Council it:

"... welcomed the structure of the proposed scheme and

in particular the Government's pledge to end the

massive dependence on means tested supplementary benefit,
the provision for full protection against inflation and
the opportunity for women to take their place on an
equal basis with men."(67)

The reason for the TUC's support for the scheme can be
found in the very structure of the TUC. It is composed of both
members in poorly paid work who would be unable to get access
to occupational pensions, but also of members who were more
affluent workers in both manual and white-collar occupations
and who were either already in occupational pension schemes or
could gain access to them if the government supported and
subsidised the occupational pensions sector.

In this sense the TUC was representing divided interests. It
would therefore be expected that the TUC would adopt a moderate
line on the issue in order to cover this diversity in its
membership.

Kincaid argues that it was the white-collar unions who
were able to put most pressure on the Labour government. It
was in their interests that the occupational pensions sector

was treated favourably:
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"The Labour Party was put under strong pressure to
adopt this position by the large white-collar unions
which are affiliated to the Party, and provide a
major source of its finance."(68)

The Castle plan was introduced by the Social Security
Pensions Act 1975, which came into effect in 1978. It
provided nothing for existing pensioners. It would 1lift most
future pensioners off the need to claim supplementary benefit
once it had reached maturity in 1998 but those with inadequate
contribution records would still have to resort to claiming
means tested benefits. Whilst its earnings related structure
contained some redistribution towards the lower paid the wvalue
of this was undermined by the concessions it granted the
occupational pensions sector. Not only were the tax concessions
to this sector maintained, (which were costing the government
more than its subsidy the whole of the national insurance fund)$69)
but the govermment took on some of the cost of inflation proofing
occupational pensions. The fact that those in approved occupat-
ional pension schemes could pay a reduced contribution to the
state earnings related pension meant that those more affluent
people who tended to have occupational pensions would have little
concern about the standard of the state pension scheme. Thus as

Reddin has stated:

"Those outside the charmed circle will be left to
look after themselves, the weak guardians of the
residual social security system. The option to
contract out of the state pension scheme just
emphasizes this point."(70)
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SECTION THREE: THE DEVELOPMENT OF OCCUPATIONAL PENSIONS
BETWEEN 1971 AND 1979

The main sources of data on occupational pensions in
this period are, as in the other chapters, the surveys by the
Government Actuary. The Government Actuary's fifth survey was
carried out in 1975 and published in 1978.(71)  Tne sixth
survey carried out in 1979 and was published in 1981.(72)

Other useful sources are the British Institute of Management
survey on fringe benefits in 1977,(73) and the General House-
hold Survey(74) which is particularly useful because it
relates occupational pension provision to social class - a
variable which was not included in the Government Actuary
survey in 1979.

The description of occupational pension schemes which
follows is similar in format to that in other chapters -
discussing the overall development of occupational pension
schemes between 1971 and 1979, followed by a breakdown of this
change according to non-manual and manual employees, public and
private sector employees and also male and female employment.
This will be followed by a discussion of changes in the quality
of the occupational pension schemes and the number contracting
out of the state earnings related pension scheme (SERPS) under
the terms of the Social Security Pensions Act 1975.

Table 4.4 shows that the number of employees in occupat-
ional pension schemes increésed from 11.1 million in 1971 to
11.6 million in 1979, despite the decrease that had occurred
in the previous period of 1967 and 1971. However, the increase
between 1971 and 1979 was not sufficient to reach the peak of
1967, when the total membership of occupational pension schemes

was 12.2 million. In fact the rate of increase per year between
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1971 and 1979 were the lowest rates of average annual increase
since data was first recorded in 1936. (This of course
excludes the period of decline between 1967 and 1971).

The table also shows that between 1971 and 1975, the
percentage of employees in occupational pension schemes re-
mained stable at 49 per cent. Between 1975 and 1979, there wasg
also a very slight increase in coverage to 50 per cent. However,
coverage in 1979 was still not as high as it had been in 1967
when 52 per cent of employees were members of an occupational
pension scheme.

The slight increase in occupational pension scheme cover-
age that occurred in the period 1971 to 1979, seems to have
been either due to the prospect of the introduction of the
Conservative government's Keith Joseph plan for pensions, or to
the actual introduction of the Labour government's new pensions
scheme which took effect from 1978. This Social Security
Pensions Act of 1975 did lay down many conditions which occupat-
ional pension schemes had to meet in order to be able to
contract out of the state earnmings related pension which it
introduced, but it did offer valuable concessions to those
occupational schemes which could meet these conditions. Another
factor which may have encouraged the slight increase was wage
restraint in the period which could have prompted trade unions
to negotiate for occupational pension coverage in lieu of wage
rises.

However, the expansion that did occur was marginal and
whether it would have been larger had the Conservative govern-
ment's proposals been introduced is debatable. It is likely

this would have led to more expansion than occurred in response
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to the Labour government's legislation but unless the
Conservative government had incorporated inflation proofing
guarantees paid for by the government, some occupational pension
schemes would rnot have survived the high inflation of the mid
1970's. There is also the point that was raised in the last
chapter that the natural coverage of occupational pension
schemes seems to be about 50 per cent of employees. How far
government policies could push coverage beyond this figure is
debatable.

As far as social class differences within this overall
trend are concerned, data is only available from the Government
Actuary for 1975 and not for 1979.(75) Therefore, data from the
General Household Survey will be used in a later table because
this survey did cover socio-economic group and access to
occupational pensions in 1979.

Table 4.5 from the Govermment Actuary surveys, shows that
the increase in the number of employees in occupational pension
schemes between 1971 and 1975, was entirely due to an increase
in the number of manual exployees in these schemes. Therefore,
the decrease in the number of manual workers in occupational
pension schemes between 1967 and 1971 seems to have halted
by 1975.

The table also shows that between 1971 and 1975 there was
an increase in the percentage of manual employees covered by
occupational pension schemes from 38 per cent to 43 per cent,
although part of this increase is due to the fact that the
number of manual employees declined between 1971 and 1975.

The table also shows that there was a slight decline in the

proportion of non-manual employees covered between 1971 and
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1975, from 62 per cent to 58 per cent. However, the inequal-
ity in coverage between the two social classes remained.

It must also be noted that the figures on non-manual and
manual employment in 1975 are estimates(76) and also as stated
in detail with reference to Table 3.7, in chapter three, the
data on manual and non-manual employment for the other years
in Table 4.5 relates to Great Britain whereas the occupational
pension data relates to the United Kingdom. There is also the
problem that the data for employment is taken from several
sources . However, it does give some indication of the nature
of the inequality of access to occupational pension schemes
between the two social classes.

The lack of data on social class in the 1979 Government
Actuary survey and also the lack of accurate data regarding
non-manual and manual employment in 1975, means that the data
from the General Household Survey for 1975 and 1979 is
especially useful. Table 4.6 which sets out this data also
includes male and female differences within each socio-economic
group. All the data refers to full-time employees only. The
table shows that in 1975, 69 per cent of non-manual employees
were in occupational pension schemes, compared with 50 per cent
of manual workers. By 1979, both of these percentages had
increased so that 73 per cent of non-manual employees were
covered compared with 54 per cent of manual employess, so the
inequality between the two groups remained pretty constant.

The table also shows the inequality within the male and
female categories according to socio-economic group. For
example, 82 per cent of males in professional occupations were

covered by an occupational pension scheme in both 1975 and 1979,
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compared with 56 per cent of skilled manual male employees in
1975 and 58 per cent in 1979. The inequality between females
in intermediate non-manual occupations compared to those in
skilled manual work is also a clear example of differential
access to occupational pension schemes. In 1975, 76 per cent
of females in intermediate non-manual occupations were in
occupational pension schemes and this rose to 86 per cent by
1979, yet for skilled manual female workers, the percentage in
occupational pension schemes was just 24 per cent in 1975 and
28 per cent in 1979.

Because this data refers to full-time employees it helps
to explain why the Government Actuary data for 1975, (which
also includes part-time employees), shows a lower percentage
of both non-manual and manugl employees in occupational pension
schemes than the General Household survey data. The two sets
of data are not directly comparable but suggest that between
1971 and 1975, there was an increase in the percentage of
manual employees covered, but no increase in the percentage of
non-manual employees in these schemes and that from 1975 to
1979 there was an increase in both the proportions of non-
manual and manual employees in occupational pension schemes.

The increase in the number of proportion of manual emp-
loyees in an occupational pension scheme between 1971 and 1975
could have been due to the Conservative government's intention
to introduce the Joseph pension scheme with its inferior state
earnings related pension and encouragement to occupational
pension schemes. There was no return to full employment in
the 1970's and the number of manual employees in the workforce

in this period continued to decline and so there was no
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advantage to employers, other than tax concessions, to offer
manual workers greater access to occupational pension schemes.
Therefore it is likely that trade union pressure would also
have been important in this slight increase in coverage. As
for the slight increase in both manual and non-manual employees
in a scheme between 1975 and 1979 - it was probably due to the
Social Security Pensions Act 1975 which offered valuable
concessions to occupational pensions reaching the required
standards.

Whilst on the subject of social class, of which income
level is an important aspect, Table 4.7 shows the findings of
Smail, Green and Hadjimatheou, who have re-worked the data
from the General Household survey for 1976 into income group-
ings. It illustrates that whilst 87.3 per cent of those
earning more than £6,000 per year in 1976 were in occupational
pension schemes, only 17.3 per cent of those earning 1less than
£1,000 per year had access to a scheme. The percentage of those

in an occupational pension scheme clearly rose with income.

Table 4.7

Membership of occupational pension schemes according to level

of income, General Household Survey 1976, Great Britain

Percentage of all employees
Income grouping covered by an
occupational pension scheme

under £1000 17.3
£1000-£2000 28.9
£2000-£3500 63.4
£3500-£6000 80.2
over &£6000 87.3

Source: (continued over)



208

Source: R. Smail, F. Green and G. Hadjmatheou (1984)
"Unequal Fringes" Low Pay report No.15, February 1984,
Low Pay Unit, London, p.10, Table 4 (from calculations
on the data from the General Household Survey 1976-
Office of Population Census and Surveys (1978),
"General Household Survey 1976", social survey division,
HMSO, London.

Although the Government Actuary survey of 1979 did not
include details of social class and membership of occupational
pension schemes, it did include details of coverage in the
public and private sectors of employment. Table 4.8 shows
that the number of employees working in the private sector who
had access to a scheme, continued to decline in the 1971 and
1975 period, as it had also done between 1967 and 1971. How-
ever, between the years 1975 and 1979 the trend was reversed
so that there was an increase in the numbers of private sector
employees in occupational pension schemes. The number of
public sector employees in occupational pension schemes
continued to rise throughout the period.

The decline in the numbers of private sector employees
in occupational pension schemes between 1971 and 1975 was
reflected in a decline in the proportion of private sector
employees in these schemes, from 45 to 38 per cent. However,
the increase between 1975 and 1979 did not increase the prop-
ortion of private sector employees in a scheme because there
was also an increase in the total number of private sector
employees in the labour market. $So by 1979 the percentage of
private sector employees in occupational pension schemes was
still 38 per cent.

The increase in the number of public sector employees in

occupational pension schemes between 1971 and 1975 was
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accompanied by a large increase in the percentage covered
from 62 to 74 per cent. However, as with the private sector,
the increase in the number between 1975 and 1979 did not
increase the percentage covered because there was an increase
in the number of public sector employees in the labour market.
The inequality in coverage between the two sectors was there-
fore as wide in 1975 and 1979 as it had been in the 1960's.

An explanation for the further decline in the number and
proportion of private sector employees in occupational pensions
between 1971 and 1975 is difficult to find. The Conservative
government 's pension proposals of 1971 did not require a high
standard in order for occupational pension schemes to contract
out of the state earnings related pension which it intended to
introduce. Private sector schemes tend to be of a lower quality
than public sector schemes and so it would be expected that if
anything private sector coverage would have declined in the
1975 to 1979 period due to the demands that the Labour govern-
ment's pensions legislation made on occupational pension schemes
wanting to contract out of SERPS. However the 1975 to 1979
period saw a slight increase in both public and private sector
coverage. The only feasible explanation for the decline in
private sector coverage between 1971 and 1975 could be the high
rates of inflation in the 1974-1975 period which indeed made
the Labour government's new.pension scheme (with its help
towards the inflation proofing of occupational pensions) so
attractive. The expansion of public sector coverage in the
1971 to 1975 period is similarly difficult to explain. There
was an 1increase in the size of public sector employment but

this does not explain the increase in the proportion covered.
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It could have been due to public sector trade unions pushing
for more coverage.

As far as access to occupational pension schemes for
male as compared with female employees was concerned, Table
4.9 shows that the overall increase in the number of employees
in occupational pension schemes between 1971 and 1979 was
entirely due to an increase in the number of female employees
in these schemes and in contrast to this there was a decline
in the number of male employees in occupational pension schemes.
However, this decrease did not affect the percentage of male
employees in a scheme between 1971 and 1975 because there was
also a decrease in the number of male employees in the labour
market at this time, but the decrease in numbers between 1975
and 1979 was accompanied by a slight decrease in the percentage
of male employees in these schemes. It fell from 62 per cent
in 1975 to 61 per cent in 1979. The increase in the number of
female employees in occupational pensions schemes from 1971 to
1979 meant an increase in the percentage covered from 29 per
cent in 1971 to 30 per cent in 1975 and by 1979 the percentage
covered had risen to 34 per cent. Therefore the inequality
between male and female access to occupational pension schemes
had narrowed in the 1970's but it was still high. Male emp-
loyees were still almost twice as likely to be in an
occupational pension scheme .as female employees.

As mentioned in previous chapters, it is likely that part
of the reason for the inequality of access to occupational pen-
sion schemes between female and male employees is that more
women than men work part-time and part-time workers are less

likely to have access to these schemes. Data from the General
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Household Survey already presented in Table 4.6 is useful
because it covers full-time employees only. It shows that
there is still inequality of access between male and female
employees who work full-time. In 1975, 63 per cent of full-
time male employees were members of occupational pension
schemes compared with 47 per cent of full-time female employees.
By 1979 this difference had slightly narrowed to 68 per cent
of male employees compared with 55 of female employees.(77)
This supports the data from the Government Actuary in Table
4.9, which shows that whilst the percentage of women in
occupational pension schemes between 1975 and 1979 increased
more than for men, this increase was not enough to give them
equal access to occupational pension schemes.

The slight increase in the proportion of female employees
in an occupational pension scheme between 1975 and 1979 is
likely to be due to the provisions of the Labour government's
new pension scheme. The Social Security Pensions Act 1975
allowed for equality of access to occupational pension schemes
for both men and women. It has also been argued that the
legislation encouraged employers to extend coverage of occup-

ational pensions to make the most of the new arrangements for

contracting out:

"... employers extended their pension arrangements
beyond the traditional, largely male, categories
(such as full-time permanent staff employees) in
order to take the maximum advantage from the new
contracting-out arrangements."(78§

So it seems that the Labour government's legislation

could have been responsible for the increase in the percentage
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of women in occupational pension schemes. But the increase
was not large, Jjust a four per cent increase to 34 per cent.
The previous discussion in this section has shown that
there were also slight increases in the coverage of manual
and public sector employees but the overall trend was just a
marginal increase in the proportion of all employees with
access to an occupational pension. It seems that the main
effect of the Social Security Pensions Act of 1975 was to
improve the quality of existing schemes rather than encourage
new schemes to be introduced. This issue will now be discussed.
The 1971 to 1979 period also saw important changes in
the quality of occupational pension schemes. One change was
the increase in the number of schemes based on final salary.
These schemes have the advantage of keeping pace with inflation
because the pensionable salary ends at or near retirement.
However, this kind of scheme is of more benefit to non-manual
employees who tend to reach their peak of earnings late in
their working lives. Manual employees on the other hand,
usually reach their peak of earnings earlier in their working
lives, when they are fit enough to be able to work longer
hours in order to supplement their basic wage with overtime pay.
Public sector occupational pension schemes were almost
all based on final salary anyway throughout the period.(79)
The picture is different for the private sector. In 1971,
only 59 per cent of private sector occupational pension scheme
members were in a final salary scheme; by 1975 this proportion
had risen to 77 per cent and by 1979, 90 per cent of these
occupational pension schemes were based on final salary.(8o)
Another feature of occupational pension schemes which

became increasingly common in the 1970's was the provision for
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a widow's pension for the widow of a man who died in service.
In 1971, only 56 per cent of male employees were in occupat-
ional pension schemes which offered this benefit but by 1975
this had risen to 74 per cent and in 1979, 94 per cent of

male employees in occupational pension schemes were in such a

(81)

scheme.

Both the increase in the number of occupational pension
schemes offering widows pensions and those offering schemes
based on final salary, can be directly attributed to the ILabour
government's pension legislation. This required occupational
pension schemes to offer these benefits if they wished to
contract out their members from the state earnings related

pension scheme.(82)

Another factor which could have been responsible for the
increase in the quality of schemes were the incomes policies
pursued by the Labour govenment at this time. Ward mentions
that whilst the July 1977 pay policy restricted wage rises, it
did not restrict improvements to occupational pension schemes
and so she argues that this encouraged trade unions to bargain
for improvements in occupational pension schemes.(83)

As already stated, the new state earnings related pension
was introduced in 1978. Table 4.10 shows that by 1979 10.3
million occupational pension scheme members had contracted out
of it. This was equivalent-to 89 per cent of occupational
pension scheme members or 44 per cent of the labour force.(84)
The rate of contracting out was highest for the public sector
occupational pension scheme members where it stood at 99.6 per
cent as compared with 78.9 per cent for private sector employees.

There was also a higher proportion of female employees in
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occupational pension schemes who were contracted out, 92 per
cent as compared with 88 per cent of male employees. These
differences seem to suggest that women and public sector emp-
loyees tended to be in higher quality occupational pension
schemes which were more likely to meet the required conditions

for contracting out.

Table 4.10

The percentage of employees in occupational pension schemes

contracted out of the state earnings related pension by
employment sector and sex, United Kingdom, 1979.

in percentages

Employee category contracted out contracted in
. Total 78.9 21.1
Private
Male 78.3 21.7
sec¥or  poioqe 81.1 18.9
. Total 99.6 00.4
Public
Male 99.5 00.5
sec¥or  popate 100.0 -
Male 87.7 12.3
Female 91.5 8.5
Total 88.8 11.2

Source: Government Actuary (1981) "Occupational pension schemes
1979: sixth survey by the Government Actuary", HMSO,
London, p.5, Table 2.2 (the percentages have been
calculated from the figures in this table and exclude
those employees in . .schemes that were frozen)

Social class differences in contracting out are provided
by a British Institute of Management survey. The 400 companies
in the survey were asked whether they planned to contract in or

out of the state earnings related pension as a result of the
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Table 4.11

Pension scheme changes planned in response to the Social

Security Pensions Act 1975, by grade of employee

in percentages

Type of Decision taken

Changes planned Same plans Different plans according
for all to grade of employee:
employees o (N =71 m
(N = 221) S 0 0 n O
o 1<) S = Qo
2 [PIN0) ()] S0 o»
O Ok H& O -AO o
o A8 ©E A ) )
- aq)g ?1% §§ ~ 8 %
AR nNE =52 L= O =

employees

contract out 79
of SERPS

contract into
SERPS but pro-

(@)
(0))
(o)}
(o))
N
(o)}
(o)
(o))
N
~
|

vide a company 18 31 29 23 18 14 11
topping up
scheme

contract into
SERPS with no
topping up by
company scheme

Source: British Institute of Management (1978) "Employee
Benefits" by H. Murlis, Management Survey Report
no. 37, British Institute of Management, London,
Table 6, page 14.
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Social Security Pensions Act 1975.(85) In 1977, at the time
of the survey, 27 per cent of companies had not decided what
to do. Table 4.11 shows the decisions made by the remaining
t.(86)

73 per cen A total of 221 companies in the survey

decided to adopt the same strategy for all employees and in
the vast majority of these cases, (79 per cent), this meant
contracting out all employees from SERPS. Only 4 per cent of
those adopting the same strategy for all employees decided to
contract into SERPS with no additional occupational pension.
The report states that this 4 per cent consisted of companies
with occupational pension schemes for less than 500 people.(87)

The table also shows that where companies had decided to
adopt different strategies according to type of employee (24
per cent of the companies who had made a decision), then 89
per cent intended to put manual workers into the SERPS with
no occupational pension on top of this. In contrast the
majority of non-manual employees were to be contracted out of
the SERPS and if contracted in then they would still receive
an occupational pension as well. Since this difference is not
due to manual workers being in smaller occupational pension
schemes,(88) it suggests that some companies discriminated
against their lower grade employees.

' However, whilst there was some variation in response to
the Social Security Pensions Act 1975 it is clear that the
majority of occupational pension schemes contracted out of SERPS.

The number of pensioners receiving occupational pension
schemes by the 1970's is another important issue. Table 4.12
shows that this had risen from 26 per cent in 1971 to 30 per
cent in 1975 and by 1979, 31 per cent of pensioners were

receiving an occupational pension.
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Table 4.12

The number of occupational pensions in payment compared with

the total number of elderly people, 1936 to 1979

note: occupational pension data for 1936 and 1953/4 refers to
Great Britain and the data on the number of elderly
people for these years with all other data refers to
the United Kingdom.
in millions
Year Total number of Total number of Percentage of
occupational elderly people elderly people
pensions in (males 65 years receiving an
payment ** and over and occupational
females 60 pension
years and over)
1936 0.2 4.3 (1931) 5
1953/ 0.9 6.7 (1951) 13
1956 1.1 7.5 (1958) 15
1963 1.5 7.9 19
1967 1.9 8.5 23
1971 2.4 9.1 26
1975 2.8 9.4 30
1979 3.0 9.7 31

*% yvery few pensioners receive more than one occupational
y

pension.
Sources: all Occupational pension data in Government Actuary

(198 "Occupational pension schemes 1979: sixth
survey by the Government Actuary", HMSO, London, p.12,
Table 3.1.

data on the number of elderly people in GB/UK:-
(detalled references for 1936 to 1963 in Table 2.11,
1967-1971, Table 3.15)

re 1936 Central Statistical Office (1963)
re 1953/ ibid.

re 1956 ibid.

re 1963 Central Statistical Office (1968)

re 1967 ibid.

re 1971 Central Statistical Office (1973)

re 1975 Central Statistical Office (1981) "Annual

Abstract of Statistics 1981", no.171, HNSO,
London, pp.13-14, Table 2.5
ibid.

re 1979
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In 1975, the average amount of occupational pension
received by these pensioners was £10.50 per week and the
amount varied from £6 to £16 per week.(89) The rate of state
retirement pension at this time was £11.60 per week. By 1979,
the average occupational pension was £20 per week,(go)
slightly more than the rate for national insurance pension
which was then £19.50 per week. These occupational pensions
would have been received on top of the state retirement pen-
sion and so for those pensioners with access to one it may
have helped to 1lift some of them off the need to claim
supplementary benefit, whether it did so or not would depend
on both the level of the occupational pension and the level
of their rent. The value of the pension funds accumulated as
a result of contributions to occupational pension schemes, was
£21 billion at the end of 1975 and rose to £53 billion by the
end of 1979.(91) In 1975, pension funds owned 17 per cent of
the ordinary shares of United Kingdom companies.(92) In 1979,
42.3 per cent of their assets were invested in company shares,
19.3 per cent in property and 22.3 per cent in government
securities.(93) The value of their assets for investment
continued to make pension funds a powerful section of finance
capital in the 1974 to 1979 period.

To summarise the data in this section, it is apparent
that between 1971 and 1979, there was a marginal increase in
the number of employees and the proportion of employees who
were members of occupational pension schemes.

This increase mainly benefited manual, female and public
sector employees. There were also significant improvements in
the quality of occupational pension schemes and significant

increases in the value of pension funds.
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SECTION FOUR: AN EVALUATION OF RETIREMENT PENSION PROVISION
BETWEEN 1974 AND 1979 ~

The record of this Labour government on retirement pension
provision has shown that the levels of pension for existing
pensioners remained low. Whilst there was a slight increase in
the level of the pension in this period, it was still only
equivalent to between 21 and 23 per cent of the gross average
earnings of male manual workers. This low level meant that one
in five pensioners receiving it were also receiving supplement-
ary benefit and there were still one million elderly people not
claiming this supplementary benefit although entitled to it and
they were therefore living on incomes below the official poverty
line.

Existing pensioners gained nothing from the Social
Security Pensions Act 1975 which introduced the new pensions
system to benefit the future generation of pensioners. However,
even when fully operational, the new scheme would still leave
some elderly people dependent on supplementary benefit. In
contrast to this, the occupational pensions sector gained more
from this pension plan than it would have from any previous
Labour government pension proposal. The government promised to
subsidise occupational pension schemes in the form of inflation
proofing guarantees. This sustained the occupational pensions
industry in a period of high'inflation and without it some
schemes would have collapsed. So the legislation sustained
the occupational pensions sector and even helped to marginally
increase the proportion of employees in an occupational pension
scheme.

The Social Security Act 1975, introduced the third policy
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that the Labour party had formulated on pensions since the
introduction of the National Insurance Act in 1946. The diff-
erence between these policies was a gradual shift of emphasis
on both the role of occupational pensions and on the importance
of vertical redistribution of income.

The Iabour party's pension policy of 1957 was a clear
break with the past because earnings related benefits were
proposed for the first time but within this basic earnings
related structure there was a significant amount of vertical
redistribution. Occupational pension schemes were to be
tolerated but not encouraged. By 1969, policy had changed to
allow for less redistribution of income and for the first time,
the idea of a partnership between the state and occupational
pension sectors was suggested. By 1975 policy had changed
again to offer even more concessions to the occupational
pensions sector.

The Labour government's new pension plan was widely re-
garded as a compromise between previous Labour and Conservative
party policies - a compromise which was necessary in order to
end the political wrangling over pensions policy. The new
pension plan was, at least at that time, supported by the
Conservative party. It is useful to briefly discuss how far
this compromise and the moderation of Labour party policy which
it produced, was the result of the influence of private capital,
government trade unions, public opinion or the poverty lobby.

Private capital, in the form of the occupational pensions
industry clearly gained from the Labour government's decision
to moderate its policy on pensions and in the debate which took

place before the formulation of the pensions bill, the
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occupational pensions industry gained further concessions.

The power of private capital to influence the Labour
government's pensions policy ultimately rested on the finance
capital which occupational pension schemes produced. The
Labour government had rejected renewed calls for the national-
isation of the banking and insurance industries from the Labour
party itself and so was dependent on this finance capital to
help stabilise the economy. The subsidies offered to the
occupational pensions industry would help to ensure this
stability. If the Labour government had decided to nationalise
finance capital it would have aroused intense opposition from
private capital but would have given the government more power
to introduce more radical economic and social reform. Without
such nationalisation, the Labour government was limited to
compromising with the occupational pensions industry to a
large extent. However, it can be argued that the government
had the potential power to nationalise private capital if it
had the commitment to do so.

Therefore, the government did have some power to influence
the reform and so introduce a more radical policy but it chose
not to. Admittedly the potential for radical reform was also
limited by the fact that the Labour government only had a
slender majority in parliament. 1In this situation more moder-
ate policies which would gain the approval of the Conservative
opposition party were obviously going to stand more chance of
reaching the statute book. However, even if the ILabour govern-
ment had a much larger majority, it is doubtful whether it
would have introduced a more radical policy because the roots

of the moderation of its policy can be found in the debate on
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pensions which occurred when it was out of government between
1970 and 1974. It is likely that the change was prompted in
order to avoid the conflict between the previous Labour govern-
ment and the pensions industry which had occurred in 1969.
Crossman had then given in to some pressure from the pensions
industry and had moderated his pension plan accordingly but he
had stood firm on parts of his policy which the pensions
industry disliked.

The other point which shows that the government had
potential power to influence the content of pensions policy
was the fact that whilst the Labour government's pensions
legislation was more acceptable to the occupational pensions
industry than its previous plans, and indeed even the
Conservative party approved of it, the policy was still more
radical than the previous Conservative government's policy.
The state pensions scheme which it introduced was more redis-
tributive towards the lower paid and offered a higher level of
state pension for those who did not have access to an occupat-
ional pension scheme.

The role of the trade union movement in determining the
content of the Labour government's new pensions legislation
seems to have been minimal. It did suggest improvements to
the government's proposals but these were not introduced and
there is no evidence of protest by the trade union movement as
a result. Those white collar unions that had been opposed to
the Crossman scheme because it did not offer occupational
pension schemes enough concessions, did support Labour's new
scheme. The development of occupational pension schemes could
well have divided trade union interests and weakened the commit-

ment to fight for the improvements to the pension plan that it
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had suggested to the government.

As far as public opinion was concerned, it seemed to
favour a large increase in the pensions of the existing pens-
ioner population but such an increase was not introduced.

There is no clear evidence on public opinion towards the con-
tent of the 1975 Social Security Pensions Act. By 1975, there
was no higher a proportion of the electorate in an occupational
pension scheme than there had been in 1969 when the Labour
government intended to introduce the more radical Crossman
pension plan. Therefore it seems that pressure from public
opinion played little part in the moderation of policy that
occurred. Perhaps it was electorally popular to be ending the
debate on pensions policy once and for all by introducing a
more moderate policy but from the surveys of public opinion
that were carried out, it is likely that it would have been
just as popular for the government to have increased the level
of state pension for the existing pensionér population. There-
fore public opinion seems to have had little impact in deter-
mining the content of the Labour government's pension policy.

The poverty lobby did attempt to influence the Labour
government's pensions policy, but unlike the occupational
pension's industry, it failed to secure the changes it demanded.
The only concession that it did secure was the abolition of the
earnings rule for those in SERPS and perhaps this accounts for
the fact that groups such as Age Concernand the National
Federation of 0ld Aged Pensioners Associations, did consider
that they had influenced the content of the 1975 Social
Security Pensions Act.(94) However, Whiteley and Winyard's
research found that the poverty lobby had little influence

compared with the occupational pensions industry and were not
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even included in the negotiation of the policy. This was
because the poverty lobby had no power to refuse to accept the
legislation if it did not like it whereas the occupational
pensions industry could do Jjust this.(gs) This is a clear
example of the lack of power of the poverty lobby compared with
private capital.

So 1t seems that the terms of the new pensions legislat-
ion produced by the Labour government were essentially, though
not completely, those which suited the occupational pensions
industry and those trade union members in occupational pensions
schemes. The power of private capital in the form of the pens-
ions industry, to influence the government, was far higher than
that of the poverty lobby. But the reason that private capital
had so much power was partly because the Labour government
chose not to attempt to undermine this power by attempting to
nationalise private capital. So in this sense 1t can be argued
that the government was not forced to adopt a more moderate
policy and indeed parts of the policy such as basing SERPS on
the best twenty years of earnings and more equality for women
in pension provision, were not directly in the interests of
private capital. Therefore the government had some power to
influence the policy and its moderate stance was a reflection
of its policy of managing the capitalist economic system with
all the inequalities it produced. In a sense this lack of
commitment to more radical policy can be attributed to the
ideological power of private capital. The provision of occup-
ational pensions had divided support for a more radical policy
within both the trade union movement and public opinion and so
the government would have had limited support for a more

radical policy even if it had favoured such radical change.
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Chapter Five

THE DEVELOPMENT OF STATE AND OCCUPATIONAL RETIREMENT PENSIONS,
1979 TO 1986

The Labour party's struggle to stay in government from
1974, finally came to an end with the election of a Conservative
government in 1979. This General Election gave the Conservative
party a comfortable overall majority of 43 seats in the House of
Commons and this was extended to 143 seats when they were
elected for a second term of office in 1983.

The Conservative government of 1979 onwards was distinctly
more right-wing than the other post second world war Conservative
governments which have been discussed in earlier chapters. This
shift to the right was reflected in the election of Margaret
Thatcher as leader of the Conservative party in 1975 who acted
as a strong advocate of monetarist economic theory. There was
a corresponding shift in the party's social policy so that
whilst the merits of voluntary and private welfare systems were
praised, state welfare was attacked for being wasteful in its
demands on public expenditure and in undermining individual
effort and responsibility for welfare. This shift of emphasis
was evident in the pensions policies introduced in this period
of Conservative government.

The first section of this chapter looks at the policies
of this government which affected the incomes of existing
pensioners. The second section covers the proposal for a new

pensions system for future pensioners which was part of the
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biggest attempt to overhaul the social security system since
the Beveridge review of 1942. The third section examines the
development of occupational pension membership and provision
in this period and the fourth and final section relates these
developments in pensions policy to a theory of power and the

state.

SECTION ONE: CONSERVATIVE GOVERNMENT POLICY ON PENSIONS FOR THE
EXISTING ELDERLY POPULATION 1979 TO 1986

The Conservative party's election manifesto for 1979,
promised to introduce the increase in the state retirement pen-
sion which had been approved by the previous Labour governmentf1)
but other than this made only general statements regarding
social security policy. Therefore it more vigorously stressed
long standing ideas in Conservative party policy, for example
that the social security system should be simpli