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THE PAST AND PRESENT OF UNEMPLOY-
MENT INSURANCE

The Coming of Insurance and the Scheme of 1911

N 19th May 1909, Mr. Winston Churchill, as Presi-
dent of the Board of Trade, announced the intention
of the Government to introduce compulsory insurance
against unemployment. The project seemed then, and
was, a daring adventure. Except for one ill-judged and
disastrous experiment in the Canton of St. Gall,2 com-
pulsory insurance against unemployment had never been
attempted in any country of the world. All voluntary
schemes had been immediate failures or insignificant
successes. The only working model on a large scale was
afforded by trade unions, which undertook no legal lia-
bilities, were armed with almost indefinite powers of
raising levies, and consisted predominantly of the picked
members of skilled trades. Germany, which had led the
way in accident and sickness insurance twenty-five years
before, was still hesitant as to the possibility of defining
insurable unemployment and testing whether it had oc-
curred.®? In their reports just published the minority of
the Poor Law Commission had definitely recommended,
and the majority appeared to favour, as an alternative
to direct compulsory insurance, a scheme of subsidies to
trade-union insurance on the analogy of what had
already been done at Ghent.
The objection to the scheme of subsidies, as it had pre-
sented itself to the officials at the Board of Trade in the
autumn of 1908, was the doubt whether such a scheme

! In a Parliamentary debate on the recently published Reporis of the
Royal Commission on the Poor Laws and Relief of Distress through
Unemploymendt.

* Described, with all the other schemes of unemployment insurance
attempted up to that time, in a memorandum on Insurance against Un-
employment in Foreign Countries, prepared by the Board of Trade for
the Poor Law Commission (vol. ix, Appendix XXT (k)).

3 See vol. i, pp. 665-7, of the report published in 1906 by the German
Statistical Office on Versicherung gegen die Folgen der Arbeitslosigkeit.
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would do anything serious to prevent distress. In so far
as the resulting insurance was confined to existing trade-
union membership, it clearly would not do so; very few
trade unionists, and practically none from unions giving
unemployed benefits, were found among the applicants
to Distress Committees. Nor was there anythingin foreign
experience to suggest that granting of subsidies would
largely increase the scope of trade-union benefits or the
numbers subscribing for them. If the promotion of un-
employment insurance ‘especially amongst unskilled and
unorganized labour’ had the ‘paramount importance’
attributed to it by the Majority Report, the only logical
course was to try compulsion if a scheme could be framed.
Mr. Churchill was fortunately prepared to will the means
to effective unemployment insurance as well as the end.
The officials of the Board of Trade were prepared to back
their skill in making schemes, so long as they were not
asked to bring all trades in at once. The resulting pro-
posals of the Government went ahead of the Reports of
the Royal Commission alike in definiteness and in scope.

The birth of compulsory unemployment insurance is
a signal instance of how much the personality of a single
Minister in a few critical months may change the course
of social legislation. It may also be cited to illustrate
the initiative of civil servants. The chief official con-
cerned—Sir Hubert Llewellyn Smith, then Permanent
Secretary of the Board of Trade—happened in 1910 to
be President of the Economic Section of the British
Association, and took the ocecasion in his presidential
address to analyse the problem of unemployment insur-
ance and, incidentally, expound the principles underlying
the scheme which he with others was framing. The
following extract! from his address has historical im-
portance.

‘The crucial question from a practical point of view
is, therefore, whether it is possible to devise a scheme

! Report of British Association for the Advancement of Science, 1910,
pp. 678-9.
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of insurance which, while nominally covering unem-
ployment due to all causes other than those which can
be definitely excluded, shall automatically discriminate
as between the classes of unemployment for which in-
surance is or is not an appropriate remedy.

‘We can advance a step towards answering this
crucial question by enumerating some of the essential
characteristics of any unemployment insurance scheme
which seem to follow directly or by necessary impli-
cation from the conditions of the problem as here laid
down.

‘1. The scheme must be compulsory; otherwise the
bad personal risks against which we must always be on
our guard would be certain to predominate.

‘2. The scheme must be contributory, for only by
exacting rigorously as a necessary qualification for
benefit that a sufficient number of weeks’ contributions
shall have been paid by each recipient can we possibly
hope to put limits on the exceptionally bad risks.

‘3. With the same object in view there must be a
maximum limit to the amount of benefit which can be
drawn, both absolutely and in relation tothe amount of
contribution paid ; or, in other words, we must in some
way or other secure that the number of weeks for which
a workman contributes should bear some relation to
his claim upon the fund. Armed with this double
weapon of a maximum limit to benefit and of a mini-
mum contribution, the operation of the scheme itself
will automatically exclude the loafer.

‘4. The scheme must avoid encouraging unemploy-
ment, and for this purpose it is essential that the rate
of unemployment benefit payable shall be relatively
low. It would be fatal to any scheme to offer com-
pensation for unemployment at a rate approximating
to that of ordinary wages.

5. For the same reason it is essential to enlist the
interest of all those engaged in the insured trades,
whether as employers or as workmen, in reducing




THE PAST AND PRESENT OF

unemployment, by associating them with the scheme
both as regards contribution and management.

‘6. As it appears on examination that some trades
are more suitable to be dealt with by insurance than
others, either because the unemployment in these
trades contains a large insurable element, or because it
takes the form of total discharge rather than short time,
or for other reasons, it follows that, for the scheme to
have the best chance of success, it should be based
upon the trade group, and should at the outset be
partial in operation.

‘7. The group of trades to which the scheme is to
be applied must, however, be a large one, and must
extend throughout the United Kingdom, as it is essen-
tial that industrial mobility as between occupations
and districts should not be unduly checked.

‘8. A State subvention and guarantee will be neces-
sary, in addition to contributions from the trades
affected, in order to give the necessary stability and
security, and also in order to justify the amount of
State control that will be necessary.

‘9. The scheme must aim at encouraging the regular
employer and workman, and discriminating against
casual engagements. Otherwise it will be subject to the
criticism of placing an undue burden on the regular for
the benefit of the irregular members of the trade.

‘10. The scheme must not act as a discouragement
to voluntary provision for unemployment, and for that
purpose some well-devised plan of co-operation is essen-
tial between the State organization and the voluntary
associations which at present provide unemployment
benefit for their members.

‘Our analysis, therefore, leads us step by step to the
contemplation of a national contributory scheme of
insurance universal in its operation within the limits
of a large group of trades—a group so far as possible
self-contained and carefully selected as favourable for
the experiment, the funds being derived from compul-
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sory contributions from all those engaged in these
trades, with a subsidy and guarantee from the State,
and the rules relating to benefit being so devised as to
discriminate effectively against unemployment which is
mainly due to personal defects, while giving a substantial
allowance to those whose unemployment results from
industrial causes beyond the control of the individual.’
The analysis leads, also, as might be expected, step by
step, to a scheme indistinguishable from that which had
been announced a year before by Mr. Churchill and was
embodied a year later in Part II of the National Insurance
Act. This scheme combined compulsory contributory
insurance for limited benefits in selected trades with sub-
sidies to voluntary insurance through associations in all
trades. Its main features may be summarized as follows:
The compulsorily insured trades were building, construc-
tion of works, shipbuilding, mechanical engineering, iron-
founding, construction of vehicles and sawmilling carried
on in connexion with any other insured trade or of a kind
commonly so carried on. Every workman in those trades
had to have an ‘unemployment book’ which he handed
to his employer on being engaged, and which the employer
gave back to the workman when for any cause the em-
ployment ended. To this book the employer had for each
week of employment to affix a 5d. insurance stamp, and
was entitled to deduct half the value, that is 21d., from
the workman’s wages. For an engagement of one day
only the joint contribution was 2d., and for one of two
days 4d.; for anything from three to six days the full
week’s contribution of 5d. was due. The State contribu-
tion was one-third of the sum received from employers
and workmen, that is to say, roughly 1 2/3d. a week, or
one-fourth of the whole; in addition the State bore any
cost of administration in excess of 10 per cent. of the
income of the Unemployment Fund, into which all con-
tributions were paid, and from which all benefits came.
The benefit was 7s. a week up to a maximum of fifteen
weeks in a year, subject to the provisos that no one should
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get more than one week of benefit for every five contribu-
tions paid or deemed to have been paid for him, and that
no benefit should be paid for the first week of any period
of unemployment. In order to prevent the one-in-five rule
from bearing too hardly at the outset of the scheme, all
those who could show substantial previous employment
in an insured trade were credited with twenty-five contri-
butions. To get benefit the workman had to fulfil certain
statutory conditions and to be free of certain disqualifi-
cations. The statutory conditions were that the applicant
should prove that he had been employed as a workman
in an insured trade for twenty-six weeks at some time
during the past five years; that he had made application
in the prescribed manner (which meant in practice that
he had lodged his unemployment book at a Labour
Exchange or other local office of the Unemployment Fund
and filled in a form) and had been continuously unem-
ployed since his application ; that he was capable of work
but unable to obtain suitable employment, and that he
had not exhausted his right to benefit. Notwithstanding
fulfilment of the statutory conditions a workman was
disqualified for benefit:

(a) if he had lost employment by reason of a stop-
page of work which was due to a trade dispute at the
factory, workshop or other premises at which he was
employed—ifor so long as the stoppage continued or till
he got work again elsewhere in an insured trade;

(b) if he had lost employment through misconduct or
had left it voluntarily without just cause—for six weeks
from the date of so losing and leaving employment.

There were other minor grounds of disqualification.
The decision whether a workman was entitled to
benefit or not was given in the first instance by a statu-
tory ‘insurance officer’, who was an official of the Board
of Trade ; if the insurance officer decided in favour of the
workman his decision was final ; if he decided against the
workman, the latter might appeal to a Court of Referees,
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consisting of an employer, a workman and an impartial
chairman, usually of legal training; under certain con-
ditions there might be further reference to an Umpire
appointed by the Crown. The ultimate responsibility for
refusing benefit in individual cases—and of explaining in
Parliament why it had been refused—was thus removed
from the President of the Board of Trade. He could and
did give general instructions to the insurance officers, but
no instructions at all to the Courts of Referees or to the
Umpire; the latter was a judge of a specialized kind,
whose rulings bound the Courts of Referees and from
whom there was no appeal; his judicial position was
marked by charging his salary, like that of the ordinary
judges, on the Consolidated Fund and not on any depart-
mental vote.!

While ingeniously side-tracking responsibility for de-
ciding on individual claims to benefit, the Board of Trade
retained direct control of the rest of the scheme, adminis-
tering it through the labour exchanges. The workman
obtained his unemployment book from an exchange; he
claimed and received benefit there; he proved his un-
employment and capacity to work by signing an unem-
ployed register there in working hours daily, or (if living
at a distance) at other required intervals; his inability to
obtain suitable employment was meant to be tested and
was tested substantially by whether the exchange could
offer him a job or not. With this in view, an important
proviso secured that a workman should not be refused
benefit merely on the ground that he had declined em-
ployment in a vacancy due to a trade dispute or at less
than the usual or recognized wages. The actual wording
of the proviso was elaborate ; the existing rule is the same
in principle and is set out fully later.

The contributions were paid into, and the benefits from,

1 The Umpire originally had also the function of deciding whether a
workman was within the insured trades or not. Later (1920) this duty
of demarcation was treated as an administrative function and trans-
ferred to the Minister of Labour.

A2
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an unemployment fund which had to be self-supporting.
If the fund became exhausted it could obtain a loan from
the Treasury, but if the Treasury thought the fund in-
solvent, they could then require such revision of contri-
butions or benefits or both (within wide limits) as ap-
peared necessary to restore solvency. Though the con-
tributions for all trades were fixed originally at the same
level, provision was made for keeping the accounts so as
to show how each industry was paying in and drawing
out; after five years there was to be a valuation of the
fund and it was contemplated that there should then, in
the light of experience, be a revision and differentiation
of contributions by trades.

Such was the main structure of the scheme. A number
of subsidiary provisions were added to meet possible
objections to compulsory insurance at a flat rate of con-
tributions and benefits. The most ingenious of these
fancy clauses was that which entitled any workman who
reached the age of sixty without drawing as much in
benefit as he himself had paid in contributions, to get
back any excess of his contributions above benefits, with
interest at 21 per cent. and without forfeiting a claim to
future benefits. This was meant to afford, and did afford,
an almost complete reply to the steady workman who
might object to insuring against a risk of unemployment
that for him seemed negligible. How the scheme could
afford these refunds was a mystery, till it was explained
that many steady men would die under sixty and that
those who lived to claim their own contributions would
leave in the fund the contributions of their employers and
of the State; they would be highly profitable members.
Other clauses gave a refund of part of the employer’s
contribution for men continuously employed by him
during each insurance year, allowed remission of contri-
butions where short time was being worked systematically
to avoid unemployment, provided for a reduction of the
high daily rates of contribution in respect of men engaged
through a labour exchange, and authorized arrangements
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by exchanges to stamp health insurance cards in all casual
occupations.

Finally, the position of voluntary associations already
undertaking insurance—in practice these were all trade
unions—was recognized in two ways. First, any such
association of workmen in the compulsorily insured
trades could make an arrangement with the Board of
Trade, allowing its members to draw their state benefit
as well as their association benefit through their associa-
tion and not directly from a labour exchange. Second,
the State undertook to repay to approved associations of
workmen, both in the insured trades and outside them,
one-sixth of anyunemployed benefit paid by them to their
members from their own resources. This meant in effect
adding the Ghent system of subventions to the compul-
sory insurance scheme.

Though without precedent in its own field, the scheme
had regard to all available analogies. The idea of collect-
ing contributions by stamping of cards carried by the
workmen, till then unknown in Britain, was copied from
Germany. The testing of unemployment by daily signa-
tures in working hours and many other details of ad-
ministration were copied from the British trade unions.
The elaborate definition of insurable unemployment by
statutory conditions and disqualifications and provisos,
the limitation of benefit by reference to the contributions
paid, and the machinery for decisions were the original
fruit of hard thinking.

After its announcement by Mr. Churchill in 1909, the
scheme was not formally introduced till 1911, when it
appeared as Part II of the National Insurance Bill, whose
Part I was the more general but later born scheme of
health insurance. Mr. Churchill had already left the
Board of Trade and the piloting of the scheme through
Parliament fell to Mr. Sydney (now Lord) Buxton. It had
a surprisingly easy passage. No one sought to oppose it
in principle, and no one outside the Board of Trade knew
enough to criticize it in detail. The interval since 1909
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had been fully occupied in working out the details and
settling up the administrative machinery of the labour
exchanges. Contributions became payable from 15th
July 1912, and benefits six months later.

The scheme was thus fully launched on 15th January
1918. It took the water smoothly and found smooth
water to receiveit ; theeighteenmonthsfromthe beginning
of 1913 to the outbreak of the Great War were a time of
exceptional prosperity and of unemployment as low as
had been known for a generation. The working of the
scheme to the end of the first insurance year on 12th July
1913, covering six months of full operation, was described
in a report published almost immediately after; the next
insurance year was dealt with in a report printed in 1915
though never published.!

The main features in this year and a half of opening
experience may be summarized as follows:

1. The actual number of insured workpeople proved to
be below expectation, about 2} millions in place of over
21 millions. The deficiency arose mainly because the
building trade was found not to have grown since 1901
at the rate expected 2; since the building trade was also
expected to have the heaviest unemployment of the in-
sured trades, this was a difference favourable to the
finance of the scheme.

2. The contributions materially exceeded the expendi-
ture and by August 1914 a surplus of £3,185,000 had been
realized. The probable loss in a severe depression, such as
that of 1908 and 1909, was estimated at no more than
£5,000,000; the fund was already well on the way to
security.

8. The number of claims made amounted to nearly
1,100,000, or an average of 20,000 a week in the insurance
year 1918-14; the 1,100,000 claims represented about

! The published report is Cmd. 6965. The unpublished report, referred
to below as Report on Labour Exchanges and Unemployment Insurance
(1915), is available for consultation in the Ministry of Labour.

2 The numbers occupied in building actually fell by 7 per cent. from
1901 to 1911.
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550,000 individuals. This meant that in a year of excep-
tional prosperity one out of every four men in the insured
trades became unemployed at some time or other, and
that there was one claim for every two insured persons.!
Most of the claimants, however, remained out of work
for very short periods. Of the total unemployment ex-
perienced only 55 per cent. ranked for benefit; over 24
per cent. fell in the first week or ‘ waiting time’, in another
17 per cent. the workman was disqualified for various
reasons, and less than 4 per cent. occurred after benefit
had been exhausted. 40 claimants out of every 100 got
work again in a week and another 35 in three weeks.?

4. Voluntary provision for unemployment in the in-
sured trades was increased by the scheme; about twenty
trade unions with a membership of 100,000 which had not
previously given unemployed benefit began to do so in
order to make arrangements with the Board of Trade.
Partly through this, partly through the relative decline
of the building trade, and partly through the growth of
trade unionism, the proportion of workmen claiming
benefit through their associations was higher than had
been expected; about 650,000 workmen, or nearly one-
third of the whole number insured, were found to be in
associations.?

5. Outside the insured trades, the subsidy of one-sixth

1 The percentages falling out of work in the course of the year of best
employment range from 6-6 per cent. to 28-3 per cent. but are in most
cases close to 20 per cent. In 1928-9 under the general scheme, about
4,000,000 out of 11,500,000 insured individuals, or 34 per cent., made
claims ; this was a year of bad employment.

2 In respect of recovery of work there was a significant difference by
age. The average length of a spell of unemployment in 1913, taking all
ages together, was 14-8 working days; for the age-group 30-34 it was
13-1 days and increased steadily for each subsequent age-group. The
length of spells was above the average also in the unsettled period from
19 to 24.

3 The proportion of association claims to benefit to total claims was
practically the same—381-8 per cent.—in the insurance year 1913-14.
“There is no substantial difference between the proportion of cases of
unemployment among members of associations and among workmen
who are not members of such associations.” Report on Labour Exchanges
& Unemployment Insurance (1915), § 380.
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offered by the State, though taken advantage of by trade
unions already giving unemployed benefits, had little
effect in extending the scope of such benefits. Up to July
1914, 245 associations outside the insured trades, with
a benefit membership of 520,000, had been admitted to
claim the subsidy; only four of these, with a benefit
membership under 11,000, had introduced unemployed
benefits since the passing of the National Insurance Act.
Up to this point, the views of those who had doubted
whether the Ghent system would materially help in deal-
ing with distress through unemployment were justified.

In concluding in July 19138 his first report on the
scheme, the Director of Labour Exchanges felt able to
draw the following inferences: !

‘First, compulsory state insurance against unemploy-
ment in scheduled trades appears to be administratively
practicable. No insoluble difficulties have presented
themselves as regards the definition and test of un-
employment. Some sort of demarcation of the insured
trades has been effected.

‘Second, compulsory state insurance can be intro-
duced without destroying voluntary insurance. The
amount of voluntary insurance has, indeed, been en-
larged rather than reduced by the compulsory scheme.

‘On the larger question of how far the benefits of this
scheme will go towards preventing distress from unem-
ployment, in bad times as in good, judgement must for
the present be suspended. The next depression of trade
will show.

‘It is at least possible to look forward to the next de-
pression from a new standpoint. The invested balance
of the Unemployment Fund is £1,610,000, and will
increase. The machinery for distributing the Fund is
established. The depression that must come in due
course will not find the country wholly unprepared.’

1 Cmd. 6965, p. 46.
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The War and the Ten-Year Chaos

In place of trade depression there came the Great War.
The anxieties and expectations of the authors of unem-
ployment insurance were swept away with all their plans,
first by the disappearance of unemployment during the
war itself, then by the catastrophic return of unemploy-
ment after the war and the stream of emergency measures
for which it seemed to call. There is no need here to
survey in detail the history of the fourteen years from
August 1914 to the introduction of the new model of in-
surance in April 1928, after the report of the Blanesburgh
Committee of 1927.1 It must suffice to name the out-
standing events.

First came the efforts during the war itself, in 1916 and
1918, to extend insurance betimes as provision before-
hand for post-war unemployment. The moving spirits
here were the same officials as those responsible for the
scheme of 1911. The fruit of their activities in 1916 was
a meagre addition of 1} million workpeople, mainly
women, to the insured classes, by the Munition Workers
Insurance Act; solid opposition by employers and work-
people engrossed in prosperity and refusing to contem-
plate the end of the war, kept out all the importanttrades.
The fruit in 1918 was a report made in February of that
year by one of the committees set up by the Ministry of
Reconstruction, pointing to the prospect of widespread
industrial dislocation and urging generalization of in-
surance. ‘Unless a scheme of general insurance is devised
and launched at the earliest possible date it may be im-
possible to avoid the disastrous chaos of unorganized and
improvised methods of relieving distress.’”> Into this

1 The history of insurance in this period is described in a chapter on
‘Unemployment Insurance in the War and After’, contributed by myself
to one of the volumes of the Carnegie Endowment Economic and Social
History of the World War. This volume, entitled War and Insurance,
was published in 1927, and should be referred to for fuller information
on the history summarized in the pages immediately following. I have

borrowed or adapted a phrase or two.
2 Report of Unemployment Insurance Sub-Commitiee of Civil War
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chaos, as nine months later the Armistice guns boomed
out, the nation duly descended.

Second, came the ‘donation’ schemes, ex-service and
civilian. The ex-service scheme, under which each non-
commissioned member of the fighting forces on demobili-
zation received a free policy of unemployment insurance,
having been carefully planned ahead, and applying to an
easily-defined class, worked smoothly from 1918 to 1921.
The civilian scheme, extemporized to meet the gap
caused by failure to extend insurance, could not be ex-
pected to work smoothly; during its short life from
November 1918 to November 1919 it let loose a flood of
criticism, and damaged the whole principle of insurance.
Thrust on the exchanges at a few weeks’ notice, it allowed
no time for framing watertight regulations or collecting
and training staff. The root of the difficulty, however, lay
deeper. No satisfactory definition of those entitled to
donation was possible ; as a free gift everyone tried to get
all he could ; casual workers and men on the border-land
of being unemployable harvested the benefit, not as the
result of failure of administration, but because under the

scheme they were fully entitled to claim. The wide-
spread criticism of the scheme was grossly exaggerated
and was shown to be so by a Committee of Inquiry under
the chairmanship of Lord Aberconway appointed in May
1919.) The Committee reported that there were ‘no

Workers Commilttee, § 21 (Cmd. 9192). The Sub-Committee, of which I was
Chairman, included Mr. C. F. Rey, the first General Manager of Labour
Exchanges ; Miss A. S. Lawrence, Mr. C. A. Lister, Mr. J. J. Mallon, and
Mr. R. Young. Its report, signed on 12th February 1918 and giving
in an appendix the outlines of a scheme for general insurance, was
unanimously approved a month later by the main Committee. After
a spell of inter-departmental battledore and shuttlecock, a committee of
officials was at last, half-way through 1919, appointed by the Ministry
of Labour to frame a scheme, Their proposals, not without important
changes, formed the basis of the Act of 1920,

! Committee of Inquiry into the scheme of Out-of-Work Dona-
tion: Interim Report (Cmd. 196); Final Report (Cmd. 805). The Com-
mittee, having received from Boards of Guardians, Town Councils,
Chambers of Commerce and other public bodies numerous resolutions
protesting in general terms against alleged abuses of the scheme, made
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grounds for supposing that there had been extensive
fraudulent abuse of the donation scheme’. But the
damage done by it to the principle and the credit of un-
employment insurance cannot be doubted. From the
donation scheme dates the term ‘dole’, indiscriminately
applied later to insurance benefit also; from it dates
the conception of largess in which all were entitled to
share.! :

The third and principal event is the Act of 1920, ex
tending insurance to nearly all employees outside agri-
culture and domestic service. This Act followed that of
1911 in all important details. The statutory conditions
and disqualifications for benefit were repeated almost
literally. The rates of benefit and contribution were raised
in view of the changed value of money. The rules limiting
the period of benefit to so many weeks in each year and
by reference to the number of contributions paid were
retained ; the number of contributions required for one
week of benefit was raised from five to six. A few minor
provisions, such as the refund to employers for continuous
employment or for short-time working, which had caused
more trouble than they seemed worth, were dropped ; so
also was tacitly abandoned the hope of differentiating
contributions for industries by the simple method of
varying the insurance stamps. On the other hand, a
clause was added for contracting out of individual indus-
tries from the general scheme and the setting up of special
schemes for them.

In intention the scheme of 1920 was a generalization
of the scheme of 1911 its fate was shatteringly different.
Introduced under the shadow of declining trade, with
benefits and contributions starting on the same day, with

a selection of these bodies and invited details and evidence. ‘The replies
were generally to the effect that the resolutions were based on general
grounds rather than specific cases.” Some bodies blandly replied that
they had passed resolutions on hearsay or at the request of other bodies ;
only one of those asked was prepared to give evidence.

1 See the evidence of Mr. Battersby to Lord Aberconway’s Committee.
Qn. 2971, 2977-87.

A3
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no time for the building up of reserves either general
or individual, it never had a chance; as the country
passed into the worst depression recorded in British his-
tory, this belated effort at insurance sank at once beneath
the flood of emergency relief. The sinking of insurance is
the fourth outstanding event of this period; it is marked
by the invention in March 1921 of ‘extended benefit’,
that is to say of benefit given to those who had exhausted
their insurance rights to standard benefit, from the same
funds and at the same rates, but subject to special con-
ditions and to a general discretionary power of the
Minister of Labour; at first extended benefit was given
only for a limited time, i. e., up to a maximum of sixteen
weeks in the special period of eight months from 38rd
March to 2nd November 1921, and fresh legislation was
introduced for successive special periods.

By the invention of extended benefit, relief was grafted
on to insurance. Other measures varied the insurance
scheme itself from day to day, under veering gusts of
political opinion or changing estimates of the economic
situation. The custom of passing two or three Unem-
ployment Insurance Acts each year was established;
everything that could be called system disappeared. The
rate of benefit for adult men, which had been raised to
11s. at the end of 1919 and 15s. in the Act of 1920, was
raised to 20s. in March 1921, lowered again to 15s. four
months later, and raised to 18s. in August 1924. Mean-
while, in November 1921, benefit proper had been supple-
mented by an allowance of 5s. for an adult dependant and
1s. for each child; the latter was raised to 2s. in 1924.
The total weekly contribution for an adult male work-
man, put at 10d. in August 1920, became 13%d. in the
Act of March 1921; but this rate, before it became opera-
tive, was replaced by a higher rate of 183d. under the Act
of July 1921, which in turn gave way to 253d. in the
following November. In 1925 reduction had its turn and
the total contribution was put at 23d., but this rate also
never operated, being superseded in the interests of
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Exchequer economy by a rate of 21d. The foregoing
are the benefits and the total contributions for one class
of contributor—adult males; there were other changes,
sometimes consequential and sometimes not, in the rates
for other classes, as well as new classifications, and there
was incessant change in the shares taken by the three
contributing parties. The Exchequer share, in particular,
changed according to Budget exigencies or the Chancel-
lor’s policy, and since the Act of 1911 has been succes-
sively about 25, 20, 26, 385, 29 per cent. of the total. The
most bewildering changes have been those of the ‘ waiting-
time’ at the beginning of each period of unemployment
for which no benefit is paid ; reduced from 6 days to 8 by
the Act of 1920, it was put up to 6 again in July 1921,
down to 8 in August 1924 and back to 6 again in 1925.
The refund of contributions at the age of 60 to contribu-
tors drawing less than their own contributions was
abolished in 1924. Finally, the trade-dispute disqualifica-
tion, which had held its own against incessant criticism
since 1911, was amended in 1924 by the Labour Govern-
ment, and in 1925 partially re-amended in the opposite
sense by the Conservative Government that succeeded.
Altogether unemployment insurance was the subject of
fifteen Acts of Parliament in six years from July 1920 to
July 1926.2

In this welter of legislation the second Act of 1924 may
be selected as a final landmark, both for what it did and
what it led to. By this Act, the short-lived Labour
Government of that year made extended benefit unlimited
in time and abolished the Minister’s discretion ; extended
benefit became a right like standard benefit, though
subject to additional general conditions, and could be
drawn indefinitely.2 This Act had to be carried through

1 With the earlier Acts of 1911, 1914 and 1919 and the first and second
Acts of 1929 (extending transitional provisions and raising the Exchequer
contribution), the measure introduced by Miss Bondfield in November
1929, and now forming the (first) Act of 1930, is really the twenty-first
and not, as she stated, twentieth in the line.

2 The succeeding Conservative Government of 1925, while allowing
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a Parliament in which the Government were outnum-
bered and was secured only by acceptance of a clause
bringing benefit as a whole to an end by June 1926, a date
subsequently extended to the end of 1927. The object of
this clause was to force a full review of the principle and
practice of unemployment insurance; the review was
undertaken in due course by a committee ! under the
chairmanship of Lord Blanesburgh, which was appointed
on 10th November 1925, and presented a unanimous
report on 3lst January 1927. This report, except in
respect of rates of contribution, was accepted by the
Government: its recommendations, embodied in an Act
of 1927 and coming into force on 19th April 1928, defined
unemployment insurance as it was intended to stand for
the future. With this the ten-year chaos since 1918 may
be said to have ended.

During this period—from the beginning of the general
scheme of insurance on 8th November 1920 to 81st March
1928—the total receipts of the Unemployment Fund were
£322,000,000, and the total expenditure £369,000,000;
a reserve of £22,000,000 taken over in November 1920

from the limited scheme of 1911 and 1916 was changed
into a debt of £25,000,000. Of the receipts, £236,000,000,
or 78 per cent., came as contributions from employers and

the indefinite continuance of extended benefit to stand, restored the
Minister’s discretion. In 1927, at the time of the Blanesburgh Com-
mittee’s Report described below, this discretionary power was being
used to exclude (unless hardship would be involved):

‘1. Single persons who are residing with parents or other relatives
to whom, having regard to all the circumstances, they can reasonably
look for support during unemployment ;

‘2. Married women—Iliving with their husbands who are in employ-
ment, and whose incomings provide an income for the household suffi-
cient to justify the withholding of extended benefit from the wife;

*8. Married men—-living with their wives, who are in employment
and whose incomings provide an income for the household sufficient
to justify the withholding of extended benefit from the husband ;

‘4. Persons who are working short time and whose incomings are
sufficient to justify the withholding of extended benefit ;

‘5. Certain classes of aliens.’

1 The Committee of thirteen persons included Miss Bondfield, later
Minister of Labour in the Government of 1929.
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employed in respect of employment, and £85,000,000, or
nearly 27 per cent. from the Exchequer, with interest and
sundries accounting for a small balance of less than § per
cent. Of the expenditure, £331,000,000, or nearly 90 per
cent., went as benefit or refunds to insured persons, and
£32,000,000, or 81 per cent. was spent on administration,
with interest and sundries accounting for the balance of 1}
per cent. The expenditure on benefits includes standard
and extended benefit. Adding the £62,000,000 spent on
civilian and ex-service donation and its administration,
the total for the ten years’ chaos is about £431,000,000.

The New Model of 1928

The Act of 1927, following on the Blanesburgh Report,
was in form an amendment of the Act of 1920—legislation
by reference. In substance it introduced in 1928 a new
model of unemployment insurance.

This model has been amended by an Act of 1930 which
has itself been made terminable, expiring on 30th June
1933. The day of hand-to-mouth legislation is not over.
Leaving the future for later consideration, it will be
convenient here first to set out the scheme as it stands
to-day, and then to describe and discuss the transforma-
tion effected since 1911. The description is made as
summary and simple as possible; it cannot be altogether
simple.l

Broadly, all persons between sixteen and sixty-five
employed under a contract of service in Great Britain and
Northern Ireland are insured against unemployment. To
this statement there are two main exceptions—of persons
employed in agriculture and in domestic service respec-
tively—and several minor exceptions, such as those of
established civil servants, railway servants, the police, and
persons earning more than £250 a year on non-manual

1 The statutes themselves, consisting largely of wordy Parliamentary
compromises and legislation by reference, with the virtually defunct Act
of 1920 as the ‘principal Act’, are almost inconceivably hard to follow.
A consolidation Act is urgently needed, but at the present moment,
with the Act of 1930 made temporary, would be impracticable.
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work ; clerks and similar employees up to that salary are
included. The Act of 1980 authorizes the Minister of
Labour to reduce the lower limit for entry to insurance
to the age when compulsory elementary education ceases,
if and so soon as that age shall have been raised to fifteen
or more.

Every person included in the insured classes has an
unemployment book which he gives to his employer on
being engaged. To this the employer affixes week by week
a stamp representing the joint contribution of himself
and the employee ; he then deducts the employee’s share
from the wages. The weekly contribution in respect of
adult men, aged from 21 to 65, is now 8d. by the employer
and 7d. by the employee: that is to say the employer each
week fixes a stamp costing 15d. to the unemployment
book and deducts 7d. from the wages. There are lower
rates of contribution for adult women (7d. and 6d.),
young men from 18 to 20 (also 7d. and 6d.), young women
from 18 to 20 (6d. and 5d.), boys (4d. and 8}d.), and girls
(8%d. and 8d.). To the aggregate received as employers’
and employees’ contributions the National Exchequer
adds half, that is to say provides one-third of the total
income. The total contribution for each week’s employ-
ment of an adult man is thus 1s. 10}d., of which 8d. comes
from the employer, 7d. from the man, and 71d. from the
Exchequer.

On leaving employment the employee takes his un-
employment book and lodges it at a labour exchange to
make a claim for benefit. This benefit for an adult man
is 17s. a week with 9s.1 for his wife (or other adult depen-
dant) and 2s. for each child dependant. For other classes
there are lower rates of benefit running down to 6s. for
a boy and 5s. for a girl under 17. To obtain benefit the
insured person, having made his claim, must show that
since the date of claim he has been continuously unem-
ployed and that he is capable of work and available for

! This is the figure substituted by the Act of 1930 for 7s. provided in
the Act of 1927.
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work. There was, under the Act of 1927, the further
condition that the claimant should be ‘genuinely seeking

‘work but unable to obtain suitable employment’. The

last words of this condition—that the claimant should be

unable to obtain suitable employment—came from the

Act of 1911 and were an essential part of the original

definition of insurable employment. The earlier words,

requiring the claimant to be ‘genuinely seeking work’,
introduced in 1921 as an additional check on the grant of
extended benefit, were made part of the conditions for all
benefit by the Act of 1927, in accord with a recommenda-
tion of the Blanesburgh Committee. Both sets of words
have been deleted by the Act of 1980, and replaced by
a provision disqualifying for benefit a claimant who
is proved to have refused without good cause suitable
employment offered him by an exchange or not to
have carried out written directions given him by an
officer of the exchange as to seeking employment. For
the purpose of this disqualification employment is not

‘suitable’, that is, may be refused by a claimant without

penalty, if it is either:

(a) employment in a situation vacant in consequence of
a stoppage of work due to a trade dispute; or,

(b) employment in his usual occupation in the district
where he was last ordinarily employed at a rate of
wage lower or on conditions less favourable than
those which he might reasonably have expected
to obtain, having regard to those which he habitually
obtained in his usual occupation in that district or
would have obtained had he continued to be so em-
ployed ; or,
employment in his usual occupation in any other dis-
trict at a rate of wage lower, or on conditions less
favourable, than those generally observed in that
district by agreement between associations of em-
ployers and of employees, or, failing any such agree-
ment, than those generally recognized in that district
by good employers.
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The net result of all this is to restore, with two minor
changes, the original practice of the Act of 1911, of making
the exchange the substantial test of whether suitable
employment is available.! One of the minor changes
is that the exchange official has now the additional

! The abolition of the ‘genuinely seeking work’ condition was the
main subject of controversy in the passage of the Act of 1930; as the
Labour Government had finally to make the Act temporary in order to
secure its passage, the abolished condition, in the improbable event of
there being no fresh legislation meanwhile, would revive automatically
on 1st July 1933, and may thus call for a brief comment here. In so far
as this condition has been held to require that to keep in benefit a work-
man must not simply register at an exchange for work, but put up some
kind of show at least of looking for work in person by going the round of
factory gates, it marks a complete break with the policies of 1909. In
them and in the scheme of 1911, labour exchanges and unemployment
insurance went together as two halves of a single programme. The
exchanges were to abolish the hawking of labour, so as to reduce un-
employment to its minimum ; insurance was to maintain men in the
intervals of unemployment that remained. It was hoped and assumed
that before long so much of the marketing of labour would be done
through the exchanges as to make it unnecessary to test the reality of
unemployment and the need for benefit otherwise than by requiring the
workman to apply constantly to an exchange. If every vacancy for
workpeople were notified to an exchange as soon as it arose, it would be
impossible for any workman to draw benefit for even a day after suitable
employment was available for him; the unemployment fund would be
completely protected. Till the exchanges reached that development it
was better to take the risk of occasional loss to the fund by the few idle
workmen than to drive all workmen on fruitless journeys and perpetuate
the disorganization of the labour market. The ‘genuinely seeking work’
condition implied an admission, not only that the exchanges did not
control the labour market sufficiently for the purpose of testing unems-
ployment, but that they never would do so and that hawking of labour,
so emphatically condemned by the Poor Law Commission, ought to
continue indefinitely. This is made explicit in the Umpire’s elaborate
decision, of about 1,500 words interpreting the condition, which is printed
as an appendix to the report of the Blanesburgh Committee. The con-
dition will not, it may be hoped, ever rise from its dishonoured grave.
It should be added that the value of the condition, from the point of view
of the administrators of the unemployment fund, has lain, not in keeping
out the work-shy and unemployable, or causing people to get work who
would not otherwise have got it, but in the weapon of offensive defence
it afforded against claims by women who on marriage had practically
retired from industry and were not wanted by employers, but tried not
unnaturally to get something for nothing out of the fund and add to the
family income. This is a real problem, but not one fairly solved by a
‘genuinely seeking work’ condition of universal application.
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power, if he thinks fit, of directing the workman to
look for work also in some other way than through
the exchange. The other is that the period of disqualifi-
cation for refusal of a job is defined as not more than six
weeks.

There are other grounds of disqualification: for mis-
conduct or leaving work voluntarily without just cause;
while an inmate of a prison or workhouse or residing out-
side the United Kingdom or receiving sickness or dis-
ablement benefit or blind pension; and where the claim-
ant has lost his employment through a stoppage of work
due to a trade dispute at the factory or other premises
where he was employed. This last disqualification does
not apply if neither the claimant himself nor any of his
fellow-workmen of the same grade or class are directly
interested in or financing the dispute.

Formally, over and above the conditions named, there
stands in the statute a condition requiring each claimant
to prove that not less than thirty contributions have been
paid in respect of him during the past two years. This
condition, however, has never yet operated. The Act of
1927, which introduced it, at the same time suspended
it till April 1929, and replaced it by a ‘transitional
provision’ requiring eight contributions in two years or
thirty at any time, with certain other conditions. On the
approach of April 1929 the ‘transitional provisions’ were
continued for another year and the Act of 1930 continues
them to April 1982 while abolishing one of the sub-
sidiary conditions. This Act makes a new departure in
throwing the cost of benefit paid under the transitional
provisions directly on to the Exchequer.

Subject to these conditions and disqualifications an
insured person can draw benefit without limit of time.
No benefit is payable for the first six days of any period

‘of unemployment, but thereafter benefit continues so long

as unemployment continues. For this purpose any three
days of unemployment within six continuous days are
regarded as continuous, and any two periods of three
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continuous days are regarded as continuous with one
another if not separated by more than ten weeks.
Claims to benefit are considered in the first instance by
a statutory insurance officer whose decision in favour of
a claimis final. If the insurance officer does not allow the
claim, he must!submit it to a Court of Referees, consisting
of an impartial chairman and equal numbers (in practice
one each) of representatives of employers and employees.
If the Court of Referees decide for the claim, the insurance
officer can always appeal to the Umpire; if the Court
decide against the claim there can be an appeal to the
Umpire only, either by an association to which the insured
person belongs, or with the leave of the Court,or where its
decisionisnotunanimous. TheUmpire’sdecisionisfinaland
conclusive, i. e., excludes the ordinary courts of justice.
Associations of insured persons may make arrange-
ments whereby their members can draw benefit through
the associations in place of from an exchange; as a con-
dition of making such an arrangement each association
must pay additional benefit from its own funds to its
members, at the rate for men of at least 3s. a week up to
75s.in a year, with lower rates for women, boys and girls.2
There are a number of minor provisions authorizing
administration of benefit by local education authorities
which have undertaken juvenile employment work, allow-
ing travelling expenses to work found through an ex-

1 Unless he rejects it on the trade dispute qualification. This excep-
tion is no doubt meant to save the Courts from having to consider
perhaps hundreds of identical trade dispute cases.

? Arrangements with associations are relatively much less important in
the general scheme than in the limited scheme of 1911, under which they
covered nearly a third of the workpeople insured and of the benefit paid.
At the end of 1924, arrangements were in force with 145 associations
having an insured membership of 964,000, i. e. about one in twelve of
all insured workpeople; the benefit paid through associations in the
financial year 1927-8 was only one-twentieth of the whole. The subsidy
of one-sixth in aid of voluntary insurance provided under the Act of
1911 was dropped on the generalization of compulsory insurance in 1920,
On the other hand, a grant for the expenses of administering arrange-
ments was made to associations—originally at the rate of 1s. for each
week’s benefit paid, reduced since 1922 to 6d.

UNEMPLOYMENT INSURANCE 27

change to be paid in part out of the Unemployment Fund,
allowing grants to be made from the fund for approved
instruction for boys and girls who are insured persons
and, as a consequence, requiring attendance at such
courses as a further condition of getting benefit.

In form the scheme to-day is very like what was intro-
duced in 1911; the methods of raising contributions,
paying benefits and adjudicating on claims are practically
unchanged; the conditions and disqualifications for
benefit follow the same lines. In substance the two
schemes are different. The making of benefit unlimited
in duration for an unrelievedly flat contribution amounts
to a fundamental reconstruction.

The Blanesburgh Committee regarded the principle of
unemployment insurance as established:

‘We have found in all quarters a general agreement
that the risk of unemployment should be insured . . .
It has been recognized by all who have appeared before
us, and we ourselves share the view, that an unemploy-
ment insurance scheme must now be regarded as a
permanent feature of our code of social legislation.’1

The term ‘unemployment insurance’, however, meant
very different things in different mouths.

The Committee found themselves faced by two opposed
views. On the one side were those who favoured, as they
put it, ‘an insurance scheme, strictly so called ; a scheme
under which contributors receive benefits bearing some
proportion to their own payments; a scheme capable of
being administered in accordance with the original in-
tention of the 1920 Act’. On the other side were those
who desired a scheme to provide ‘ benefit for all genuinely
unemployed people, no matter how long they are
unemployed’; this school of thought would in prin-
ciple prefer a non-contributory scheme, that is to say
one financed wholly by ordinary taxation. Between
these views the Committee sought a middle course. They

1 Report of Unemployment Insurance Committee (1927), § 49.
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rejected the view, implicit in the 1911 and 1920 schemes,
and urged upon them by the Association of Poor Law
Unions, ‘that the Insurance Scheme should carry a certain
part only of therisk of genuine unemployment, leaving the
remainder to the Guardians’. As a practical consequence
they proposed the abolition of the two rules limiting the
period of benefit to 26 weeks in any twelve months and to
one week for every six contributions paid. Benefit to any
person in the insurable field was to continue as long as
his unemployment; the former distinction between
covenanted and uncovenanted or extended benefit should
disappear. On the other hand they thought that some
automatic test was necessary ‘to ensure that the benefits
are limited to contributors, or, in other words, to persons
in the insured field’. They proposed, as this test, the
requirement that every claimant to benefit must show that
he had paid thirty contributions within the past two years.

‘It will be conceded that in the generality of cases
persons with so poor a record of employment (as having
done less than 15 weeks’ work in 52 weeks) could
scarcely claim still to be in the insured field ; that there
is grave doubt as to the genuineness of their search for
work ; and that the exclusion of such individuals is only
fair to the general body of insured contributors.’ !

Nevertheless the Committee felt it impracticable to apply
forthwith even this modest test of insurability; some
“transitional’ concession must be made, to avoid cutting
out large numbers of beneficiaries at the outset of the new
scheme. In practice, as has been stated above, ‘transi-
tional provisions’ have been in force ever since the Com-
mittee’s scheme was adopted; the introduction of even
the modest test of insurability proposed by them recedes
continually. Investigation of a sample of the 1,092,000
claims authorized for benefit at the end of January 1929
showed that about one-ninth or 120,000 would have been
disqualified by the requirement of 80 contributions in the

1 Op. cit., § 75.
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past two years. A similar inquiry for 14th October 1929
gave a higher proportion—180,000 out of 940,000, or
nearly one-seventh.!

Even apart from the transitional provisions, the Com-
mittee’s compromise was not half-way between the
extreme opposed views, but much nearer to those who
wanted unlimited non-contributory benefit. In regard to
contributions they said:

‘That flat rates are an unavoidable feature of any
workable compulsory scheme of contributory unem-
ployment insurance, we have been forced reluctantly
to recognize. But if a scheme so comprehensive as the
present is to continue to enjoy the general assent of
workers who are so differently circumstanced with
reference to it, it must be of its essence that the flat
rate of contribution is as low as is possible.’ 2

In other words, the Committee, recognizing the in-
equity of a flat rate of contribution for unlimited benefit
irrespective of all variations of risk, said that the inequity
ought to be kept small by keeping the contribution small.
They actually proposed a somewhat startling reduction
of contributions, but on this point the Government, hav-
ing regard to the facts of unemployment, could not follow
them.? Meanwhile, the answer to complaints of inequity
between individuals afforded by the refund at sixty had
already been abolished;* the Blanesburgh Committee

! Labour Gazette, March 1929, p. 81 ; January 1930, p. 9.

2 Op. cit., § 22.

3 The Committee proposed contributions for adult men at the rate of
5d. a week from each of the three parties or a total of 1s. 8d., with 1d.
extra from each for a limited period for extinction of debt. This, in
relation to the benefits proposed, assumed an average unemployment
percentage of about 6. The Government kept contributions at the figure
fixed in 1926, viz., for adult men 8d., 7d. and 6d. from each party,
making a total of 1s. 9d. With these contributions and with benefits
substantially as recommended by the Committee, the debt of the Un-
employment Fund increased from £22,640,000 at the end of 1926 ( just
before the Committee’s Report was signed) to £36,850,000 on 9th
November 1929. The state contribution was raised to half in place of
two-fifths of the other contributions by the second Act of 1929.

4 The abolition of the refund at sixty was recommended in 1923 by
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themselves took the final step in the direction of inequity
between industries by recommending abolition of the
provision for contracting out under special schemes.

It is impossible,indeed, to determine directly how much
each industry is paying in, and how much it is drawing
out of, the Unemployment Fund. No accounts of income
and expenditure by separate industries are kept ; not even
the most general estimate is made by the Ministry of
Labour. For practical purposes, however, it is sufficiently
near the mark to assume that the contribution of each
industry is in proportion to its employment, and the
amount of benefit drawn is in proportion to its unemploy-
ment; in so far as this assumption errs, it must err, as
a rule, by understating the inequality of experience
between different industries.! On this assumption the
table given on pp. 32 and 33 has been constructed.

an Inter-Departmental Committee on Health and Unemployment
Insurance and carried out by the Labour Government of 1924. The
Inter-Departmental Committee, under the chairmanship of the Govern-
ment Actuary, were commissioned if possible to bring health and un-
employment insurance closer together; they were impressed by argu-
ments of a strangely academie type: ‘ The refund provision is an arrange-
ment dependent on the unemployment experience of the individual and
has no connexion with the question of the relative risks of different
classes. It is, in fact, an attempt at mixing insurance and banking, and
as such is open to the serious criticism that it attempts to embody two
essentially different forms of thrift.” (Cmd. 1821, § 6.) The Committee
at the same time recommended that the one-in-six rule should be re-
placed by one making the amount of benefit payable in a given year
depend on the average number of contributions paid in a certain period
prior to that year, but this recommendation was not at that time
adopted. It was put forward on grounds of administrative economy.

1 In treating benefit drawn as proportional to the unemployment, it is
assumed that in different industries the same proportion of unemploy-
ment is covered by benefit. Actually, owing to the ‘waiting week’ at
the beginning of each period of unemployment, individuals with much
unemployment have a larger proportion of it on benefit than do those
with little unemployment. In the sample inquiry of September 1929
(reported in the Labour Gazette of January 1930) the proportion of un-
employment covered by benefit rises steadily from 48 per cent. for men
unemployed for from 1 to 25 days altogether in the year, to nearly
99 per cent. for those unemployed for 312 days, i. e. throughout the
year. This increase in the proportion of unemployment covered by
benefit, as the unemployment itself increases among individuals, must
apply also as a general rule between industries, since their unemployment
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The table shows separately each of the 83 industries
of the Ministry of Labour classification having more than
100,000 workpeople in July 1929, arranged in the order
of their unemployment percentages for that year; these
percentages are given in column three, and the mean
percentages over the five years 1924 to 1929, without 1926,
in column four. The fifth and sixth columns show how
much on the basis of its numbers and percentages, in
1929, each industry contributed to the total employment
and unemployment respectively of that year. The
seventh and eighth columns show, on the assumptions
named above, what would be the share in 1929 of each
industry in £1,000 of employers’ and workmen’s contri-
butions and £1,000 of benefits respectively. The last two
columns give corresponding shares on the basis of the
unemployment of five years 1924-9 (omitting 1926), as
applied to the numbers insured in 1929. The benefits of
course are paid for in part by the Exchequer contribution ;
the simplest way of bringing this into account 1s to
regard the Exchequer as providing two-sevenths of the
weekly rate of benefit (by its weekly payment of 6d. for
the employer’s and workman’s 1s. 8d.), and the table-
therefore as being concerned with the way in which the
other five-sevenths are provided.!
is built up of individual cases. Casual industries might be an exception,
if much of the recurrent unemployment in them was so separated by
days of employment as not to be continuous for the purpose of benefit ;
it is arguable also that in such industries the contributions might be
more than in proportion to the employment, in so far as a full contri-
bution is payable for even one day’s employment in a week. It is difficult
to bring these hypothetical exceptions to the test of facts, but such
evidence as there is tells against them; the sample investigation of
80,000 insurance accounts in April 1926 showed that the average of
contributions per account in canal, river and dock service was lower.an.d
not higher than the average in industry generally. In any case it is

certain that such doubts cannot affect the main lesson of the table given
in the text.

1 By the second Act of 1929 the Exchequer contribution has been
raised to one third of the whole. No account is taken in the table of the
possible effect of the first Act of 1930 in throwing directly on to the Ex-
chequer the cost of paying benefit under the ‘ transitional provisions’, i. e,
to men who have not paid thirty contributions in the past two years.
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Remarkable differences between the experiences of the
different industries are at once apparent. Looking first
at the figures for 1929, we see at the top of the table
industries paying in three or four times as much as they
draw out, and at the bottom of the table other industries
drawing out three or four times as much as they pay in.
The top eight industries with 1,805,000 workpeople draw
out between them practically the same amount as ¢ dock,
harbour, river and canal service ’with 171,000 workpeople,
while they pay in ten times as much; for every £11 paid
in by the last industry towards the cost of its unemploy-
ment in 1929, £31 was found by other industries directly,
to say nothing of £17 found by the taxpayer. Between
the extremes is every possible gradation of experience.

The scheme should not be judged by the experience
of a single year, which might be abnormal. The
last two columns, however, giving averages for five
years, show substantially the same picture, with the
two extremes toned down very slightly. The most
important differences between the five-year averages
and those for 1929 alone, are that in the latter year
general engineering, and to a less extent shipbuilding and
repairing, unspecified metal industries, and chemicals are
better, while building, public works, boots and shoes,
dock and harbour service, and most of the textile trades
are worse. The improving trades show recovery from
excessive war expansion. The declining trades were nearly
all trades restricted during the war ; presumably they drew
in during the temporary boom of 1920 more labour than
they needed permanently. These changes, though inter-
esting in other connexions, do not affect the main lesson
of the table. Over the five years 19249, as in the single
year 1929, the risk of unemployment in different indus-
tries is startlingly unequal-—in some industries ten times
as much as in others. The employers’ and workmen’s
contributions for insurance amount to little more than
a device for taking money from one industry and giving
it to another—that is to say they are a mode of taxation.
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There is thus no relation between the contributions and
receipts of particular industries. It need hardly be added
that there is nothing like an actuarial basis for the scheme
as a whole. Benefits have been fixed at whatever seemed
indispensable to prevent acute distress or meet political
pledges; contributions have been put as high as em-
ployers and workpeople would stand them ; the resulting
deficits have been met partly by increasing directly the
state contribution, partly by going more and more deeply
into debt to the Exchequer, and raising the borrowing
limit as soon as the limit is reached.

Thus, when towards the end of 1928, the growing debt
of the Fund to the Exchequer was approaching the limit
of £80,000,000 then in force, an Act was passed raising the
limit to £40,000,000. Until this Act could be got through,
the Ministry of Labour kept doubtfully within the law
by suspending the weekly payment which they were
required to make from the Fund towards the cost of
administration.!

The Act of 1930 makes a new departure by putting
directly on to the Exchequer, in relief of the Unemploy-
ment Fund, the cost of benefit paid or to be paid under
the ‘transitional provisions’ to those who have not paid
thirty contributions in two years. With this the income
and expenditure of the Fund are expected to balance if
the average number of the unemployed is about 1,160,000.
Between a seventh and an eighth of those will presumably
come under the ‘transitional provisions’ and will cost the
Exchequer some £4,500,000 a year.?

1 See the critical comments by the Comptroller and Auditor General

in his report appended to the Unemployment Fund Account for 1927-8
(House of Commons Paper 28 of 1929).

¢ The Exchequer payment for ‘transitional provisions’ is retrospec-
tive and will therefore presumably reduce by some millions the debt of
the Unemployment Fund which at the end of January 1930 had got
perilously near the £40,000,000 limit, having risen by more than
£1,000,000 in a month to a total of £38,940,000. As under the existing
law no borrowing can take place after the end of 1930, unless the total
indebtedness is less than £30,000,000, it is hard to see how further
legislation within the year 1930 can be avoided.
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From Insurance by Contract to Relief by Status

Unemployment insurance as introduced was in two
senses contractual. First, it gave the insured person
legally enforceable rights without ministerial discretion
and without regard to his other resources or private
character. Second, it gave these rights in consideration
of contributions by or in respect of the insured person;
though the contract was compulsory, elaborate measures
were taken to make it something like a fair bargain for
each industry and each individual. It was an extension
of the kind of bargain which trade unions made with their
own members, in giving as part consideration for the
union subscription a strictly limited cover against distress
throughunemployment. Trade-union insurance itself car-
ried an elementof compulsion ; a workman joining a union
which provided unemployed benefit had to pay, as a rule,
a single subscription forall purposes, fighting and friendly ;
pressure to join the union became pressure to insure.

During the ten-year chaos from 1918 to 1928 unem-
ployment insurance ceased to be contractual in either
sense: donation and extended benefit were discretionary
grants ! and irrespective of contributions by the recipient.
Since the Act of 1927 unemployment insurance has be-
come contractual again in the first sense, but not in the
second ; an unlimited benefit claimable as of right has
replaced the old combination of standard and extended
benefit, but is claimable, not for contributions paid, but
by virtue of belonging to the insured classes. Moving
from contract to status, the insurance scheme of 1911 has
become a general system of outdoor relief of the able-
bodied, administered by a national in place of a local
authority, and financed mainly by a tax on employment.

The authors of unemployment insurance in 1909 had
to justify both a novel method of relieving distress
through unemployment and a novel means of raising the
funds that they required.

1 Except for a few months in 1924-5.
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They had to justify on the one hand the giving of
money unconditionally to men in idleness, without any
attempt either to set them to work or to make them more
fit for employment. They did so essentially on the ground
that they were providing for temporary unemployment
of men in a depression who had proved their industrial
quality by working in the past, and, when the depression
passed, would be needed again in their old trades and
places. To give such men artificial relief work would be
more costly than money payments, and as demoralizing.
To train them for other occupations would be beside the
point. To recondition them was not necessary.

On the other side, the new method of raising funds by
compulsory contributions in respect of employment had
to be defended against critics who said that workpeople
would never stand deductions from their wages, or that
industries which gave regular work and workpeople
assured of regular employment ought not, under the name
of insurance, to be made to pay for the irregularity of
others. Here the scheme was defended partly as an ex-
tension of the system of trade-union benefits for which
workmen did in fact contribute, partly as a spreading of
wages over good and bad times, a compelling of each
industry with strictly limited help from the State to pay
for its unemployment and to make the upkeep of its
normal reserve of labour one of its costs of production.
The argument of inequity between different trades and
individuals was met partly by a whole string of rebates,
refunds and other devices for adjusting premiums to risks
or cover to premiums, partly by a promise of differentia-
tion of contributions later. The aim of these devices was
not abstract justice alone; they had the design of in-
teresting employers and workpeople in the solvency of
the Fund and so giving motives for reducing unemploy-
ment; they were as practical as the rebates given by
motor insurers to careful drivers. The Unemployment
Fund was to be self-supporting; if the claims on it could
be kept down, contributions would be lowered ; if the
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claims exceeded expectations contributions would be
raised or benefits reduced. By 1920, when insurance came
to be extended to industry generally, some of these fancy
clauses appeared not worth the complications that they
caused. But the rule proportioning benefits to total
contributions, the refund at sixty and the limitation of
benefit to so many weeks ! in a year were retained and
still gave each workman ample reason for avoiding un-
necessary claims; the new provision, under Section 18 of
the Act of 1920, for contracting out under special schemes
opened the prospect of a general adjustment of contribu-
tions to risks by industries.

The rule proportioning benefits to total contributions,
combined with the refund at sixty, had several distinct
objects. First, it provided automatically for those who
worked partly in and partly out of an insured trade, by
adjusting the benefit to the insurable employment. This
was essential in the limited scheme of 1911. Though less
important in a generalized scheme, it was not wholly
without value even there. The requirement of thirty
contributions in two years, if ever it comes to be applied,
must act as a discouragement both to taking uninsured
work at home, and to taking employment abroad.
Second, it gave an incentive to each individual to avoid
claims: he could save up for when he really was in want ;
under the present system he will at all times take all he
can get. Third, by treating working life as a whole, it
provided automatically for the increasing incidence of
unemployment with advancing years; in his youth the
workman could accumulate a claim for his old age. The
test of insurability proposed by the Blanesburgh Com-
mittee—of thirty contributions in the past two years—
ignores well-known facts. How much the incidence of
unemployment increases with age has been shown strik-
ingly by a recent sample investigation of claimants to
benefit at 16th September 1929.2 The average unemploy-

! Raised from the 15 weeks of the 1911 scheme to 26 weeks in 1921.
? Labour Gazette, 1930, pp. 6 seq.
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ment experienced in twelve months by each claimant to
benefit was found to be 117 days in the age-group 18 to 24,
and to rise steadily to 183 at the ages 55-59 and 182 at
60-64; of every 100 claimants in the age-group 18-24,
31, while of every 100 in the age-group 55-59, 53 had been
unemployed for more than 150 working days out of
the past 312. Finally the proportioning rule adjusted
benefits to contributions, to some extent at least, by
industries.

The provision for special schemes was double-edged.
It was meant to allow industries who had little unemploy-
ment or for other reasons felt the general scheme unsuit-
able, to contract out voluntarily and set up their own
schemes of contributions and benefits ; the Departmental
Committee of 1919, which framed the system of general
insurance ultimately embodied in the Act of 1920, as-
sumed that in all probability industries like coal and
cotton, in which through the practice of short-time work-
ing total unemployment had been small, would prefer
special schemes. It could be used by the Minister of
Labour, after consultation with the interests concerned,
to frame a special scheme compulsorily for any industry
for which through its peculiar conditions such a course
seemed desirable ; thus the dock and wharf industry might
have been segregated and made to provide for its own
under-employment. In the memorandum introducing the
Bill of 1920 it was estimated that from 1% to 4 millions
of the total of 11 million persons to be covered by the
Bill would be dealt with by special schemes.

At the height of the post-war reaction against the State,
from 1920 to 1922, the possibilities of Section 18 of the
Act of 1920 providing for special schemes were fully can-
vassed. There was much talk of ‘unemployment insur-
ance by industries’, and in February 1922 the Minister of
Labour by circular invited associations of employers and
workpeople in all industries to consider the desirability of
special schemes. The results were negative. In Novem-
ber 1920 the general scheme had already come into
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operation ; in the catastrophic depression of trade which
followed at once, Section 18 was suspended, lest all indus-
tries with low unemployment should seek to escape from
paying for the others. When the embargo was lifted,
employers and workpeople had got used to the general
scheme, and insurance by industries, in spite of loud
backing by professional critics of State action, proved to
be a horse that would not run. Only two special schemes
—for banking and for insurance—covering now together
about 120,000 insured persons, were established. Other-
wise Section 18 remained a dead letter until it was re-
pealed in the Act of 1927.1

With the repeal of the provision for special schemes
and the making of benefit unlimited in time, following on
the disappearance in 1924 of the refund at sixty, un-
employment insurance has become an insurance in which
every attempt to adjust premiums to risks or, conversely,
to relate the cover afforded to the premiums paid, has
been abandoned. The difference between the Blanes-
burgh Committee and the advocates of unlimited non-
contributory insurance is simply a difference as to modes
of taxation: the compulsory contributions have a fiscal
significance alone.

The new model of 1927 cannot be defended by the old
arguments of 1911. Can it be defended at all? Is it a
necessary and serviceable portion of social structure, to
be maintained indefinitely, or is it fraught with dangers
which only drastic reconstruction can remove? That
there are some dangers in unemployment insurance to-
day no unimpassioned observer would deny. But those
dangers are not to be found where the most impassioned
critics of the scheme now place them.

' A Report on the Administration of Section 18 of the Unemployment
Insurance Act 1920, was presented to Parliament in 1928 (Cmd. 1613).
Some of the difficulties of insurance by industries were described by
myself in an article published in the Manchester Guardian Commercial
Supplement, 1 February 1923, with a suggestion for giving effect to the
idea in a way that would have brought home very directly to each
industry the responsibility of its own unemployment.
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The main danger of the present situation does not lie
in the temptation to individual malingering, that is to
say in the possibility of inducing workpeople to draw
benefit when they could get work. This kind of abuse
could be stopped completely and at once by employers
notifying vacancies promptly and universally to the ex-
changes; if that were done, no man could draw benefit
for a single day on which suitable work was available for
him. Even with their present limited control of the
labour market, the exchanges as a rule are able to check
individual malingering with fair effectiveness.

Through all the transformations of insurance one ele-
ment endures; one weapon has been added since 1911 to
the permanent armoury for dealing with distress. Ad-
ministration of benefit in all its forms—standard, ex-
tended, donation—has shown the possibility through a
labour-exchange system of controlling direct money
assistance of the unemployed sufficiently to prevent any
serious abuse. Charges that the ‘dole’ was helping men
to live in idleness when they could get work have been
made incessantly in the press, by local authorities, by
public men. Whenever they have been investigated,
they have been shown to be idle and irresponsible talk.
The conclusions of the Committee, under the chairman-
ship of Lord Aberconway, which investigated the working
of the donation scheme in 1919, have been mentioned
already. The Blanesburgh Committee gave the critics
another chance.

‘Throughout the inquiry we have constantly had
brought to our notice the conviction held by many that
thesystemofunemploymentinsuranceissubject towide-
spread abuses. It has accordingly been one of our prin-
cipal preoccupations to ascertain how far this belief
is justified . . . It is convenient to state at once the con-
clusion we have reached in this matter. It is true that
a certain number out of the 11§ millions of insured
persons have received relief to which they had no claim.
But it is equally true that these cases are relatively few,
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and that result is, we think, due to the vigilance with
which the Ministry, while dealing fairly with the
genuine claimant, guards against abuse.’

The Secretary of the Charity Organization Society says
that he began by thinking the abuses serious, but, on
inquiry, had been unable to find them:

‘When this material (i. e. that included in their
memorandum) was read to our people on Monday
afternoon last, they were much disappointed at the
general character of almost all of it. They had hoped
that many more examples would be forthcoming illus-
trating the criticisms passed upon the present working
of unemployment insurance by almost everybody who

- discusses the subject. This shows the value of bringing
these criticisms to the test of demanding examples, and
more than one of our secretaries said that they quite
expected to find from our case-papers numerous
examples of abuses, but when they came to look they
found very few. This does not, of course, prove that
their previous impression was not a sound one; on the
other hand, it may quite well prove that unfavourable

instances impress themselves upon the memory, while
the proper and smooth working of a scheme passes
almost unnoticed.’ !

Nor does such a conclusion mean that all the expendi-
ture under the new insurance scheme is necessary or
socially desirable. Manifestly some of the benefits go to
meet needs of no great urgency, and sometimes the
scheme is subject to scarcely veiled manipulation by
employers and workmen in concert.? But if all other

1 Report of Unemployment Insurance Committee (1927), §§ 35, 36
and 39.

? The drains made on the fund by short-time workers are one case of
expenditure whose social justification is doubtful. Another case is that
of the woman who, having worked till marriage, ceases after marriage
to be regularly attached to industry or dependent on her earnings, but
not unnaturally tries to get all that she can out of the unemployment
fund, by registering as unemployed. Neither of these cases, however,
is normally one in which the claimant could get work as an alternative
to benefit if he or she tried for it. Each ought to be dealt with by some
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critics could be got to emulate both the care and the
candour of the Charity Organization Society, the way
would be cleared for seeing where the real dangers of to-
day’s unemployment insurance scheme lie and do not lie.

Those dangers, in a sentence, lie not so much in the risk
of demoralizing recipients of relief, so that they do not
look for work, as in the risk of demoralizing governments,
employers and trade unions, sothat they take less thought
for the prevention of unemployment.

Relief of unemployment is after all a very bad second
best to its prevention; however the giving of money
during involuntary idleness be hedged round with safe-
guards, the idleness itself is demoralizing, and becomes .
swiftly more demoralizing the longer it lasts. The argu-
ments advanced in 1909, for insurance rather than arti-
ficial work as ameans of relieving the unemployed, assumed
transient depressions, not the chronic under-employment
of the casuallabourer or the five-year idleness of the dere-
lict coal miner. But once it is admitted in principle that,
either under the guise of insurance or in some other form,
genuine unemployment can be relieved indefinitely by the
simple device of giving money from a bottomless purse,
prevention is only too likely to go by the board. The
thoughts and time of governments and parliaments may
be absorbed—as they have largely been absorbed during
the past ten years—in successive extensions and varia-
tions of the relief scheme. The fear of causing unemploy-
ment may, as Mr. Rowe and Professor Clay have
suggested, vanish from the minds of trade-union negotia-
tors and open the way to excessive rigidity of wages and
so to the creation of unemployment. Industries practising
casual engagement or perpetual short time may settle
down to batten on the taxation of other industries or of
the general public in place of reforming their ways. The

specific change of the insurance scheme—e. g. to the married woman a
marriage gratuity extinguishing her claims to future benefit, combined
with adequate dependant allowance on her husband’s unemployment
and a pension on his death.
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immobilizing influence of generous unemployment relief
upon the recipient can be controlled by labour-exchange
machinery, simply and as completely as we choose. For
its immobilizing influence on the minds of governments
and leaders of industry the remedies needed are stronger
and may be painful.

The remedy for carelessness of governments about the
causation of unemployment lies outside the special scope
of this lecture. The problem to be solved is part of the
general problem of persuading governments to see eco-
nomic problems steadily and see them whole, and not
either in the fits and starts of inexpert cabinet com-
mittees, or sectionally through the eyes of administrative
experts, concerned each with some one object, whether it
be restoration of the gold standard, or avoidance of a
strike of miners, or balancing the national budget or
saving the local rates.! The problem of carelessness of
unemployment in wage bargains and determinations is
also too general for discussion in this lecture. The
problem of how to prevent relief of unemployment from
subsidizing and perpetuating industrial methods directly

productive of unemployment does call for specific con-
sideration.

One concrete case to be considered is that of industries
like dock and wharf work, building, and works of con-
struction whose methods of engagement involve the
creation of large under-employed reserves of labour. All
the three industries named were short of labour at the end

1 Since this lecture was delivered a practical step towards this object
has been taken by the present Government in the setting up of an
‘Economic Council’ with a staff of qualified economists. Those who care
to may refer to two articles by myself on ‘An Economic General Staff’
appearing in the Nation of 1924. As the copyright in the idea of such
a staff has been claimed by many people and by some attributed to
myself, I may be allowed to add that the suggestion of an economic
general staff forms the first and most emphatic recommendation in the
unpublished report of a Committee of Economists appointed in 1917 to
consider the probable state of industry after the war. I was not a
member of that Committee and had forgotten all about it when I wrote
my two articles, but I must have read the report at some time and have
unconsciously plagiarized it in 1924.
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of the war and had then a golden opportunity of rational-
izing their methods of engaging labour. They could have
brought about de-casualization without the hardship of
excluding men already attached to them; they had
merely to avoid attracting needless numbers to them.
Instead they have gone on the old lines, building up
again the old under-employed unorganized reserves of
labour and throwing the cost of maintaining those re-
serves on other industries and the taxpayer through the
insurance system. Building and works of construction,
both starting with a shortage of labour and both favoured
by Government subsidies, have expanded simultaneously
their employment and their unemployment till in 1929
they are both worse than the average, with 13-3 per cent.
and 22-7 per cent. respectively of unemployment. Dock
and wharf service has now the highest unemployment
of all the principal industries—380-8 per cent. in 1929.
The specific suggestion now made is that the Minister
of Labour should have power to schedule such industries
and any others which are marked by excessive unemploy-
ment. Scheduling should have two main effects, first, that
labour should be engaged only through an employment
exchange, second, that the general arrangements as to
contribution for and relief in unemployment applicable
elsewhere should be replaced for that industry by a special
scheme. The special schemes would not necessarily be
the same for all scheduled industries, but would all
embody the principle that contributions should be re-
quired from employers in proportion not to the employ-
ment given, but to the tendency of their methods to cause
unemployment. Fora locally concentrated industry, such
as that of docks and wharves, this might take the form of
a substantial payment per head of each man registered
as available for such work, irrespective of how much work
he got; it would be desirable also, in place of giving
benefit at so much per day of unemployment, to make up
each week’s earnings to a minimum. For a scattered
industry like building, the employer might simply pay so
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much each time he dismissed a man ; this is the principle
of the ‘employment termination due’ advocated by the
majority of the Poor Law Commission.

It is not to be expected that a proposal of this nature
will command the ready assent either of the employers or
of the workpeople in the industries to be scheduled. But
as the eminently conservative majority of the Poor Law
Commission observed twenty-one years ago, a system of
employment ‘ detrimental to the moral and material well-
being of the community’ cannot be considered solely
from the standpoint of the employers and employees.
As experience since those words were penned has amply
shown, nothing but compulsion will change the bad habit
of casual labour. The principle of regulating engagement
of labour in industries with excessive unemployment has
already been admitted for coal. The principle of making
industries provide for the exceptional unemployment
created by their methods of engaging labour represents
the barest justice to other industries and the taxpayer.

Another caseis that of industries such as cotton, which,
from practising short time as a temporary measure during
trade depressions, is tending now to practise it continually,
and to keep an excessive labour force together at the cost
of the Unemployment Fund. Under the scheme of 1911,
the working of short time in depressions was regarded as
a means of reducing claims to benefit, and was encouraged
accordingly. Now employers have learnt to arrange
short-time working so as to quarter the workpeople on
benefit in their idle intervals, and the system represents
one of the principal drains upon the Fund. Quite apart
from the prominent case of cotton, it is probable that the
extent to which benefit can be and is drawn by short-time
workers of all kinds is one of the definite abuses of the
scheme. There are circumstances in which, under the

existing rules as to waiting week and continuity of un-
~ employment, an employee may gain rather than lose by
being ‘stood off’ for a day. It might be possible to meet
some of the difficulties by a change of rules. Itis probable
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that for cotton something more direct like scheduling
would be required.

But it is no part of my business here to set out a prac-
tical compendium of reforms. I have been carried already
beyond the proper scope of this lecture—concerned as it
is not with the future of unemployment insurance, but
with its past and present. It may, however, be in place
to point out, that sound decision as to the future of
unemployment insurance depends, first, on seeing how
completely its present differs from its past; second, on
facing frankly the alternatives which this transformation
puts before us, and all that each alternative involves.
The first is the easy alternative of going further on the
road already travelled—to permanent outdoor relief of
the able-bodied subject to a labour-exchange test and
financed by ordinary taxation. The second is the harder
and better alternative of getting back to insurance as a
measure of industrial organization—giving a limited
cover against the industrial risk of unemployment, and
supplementing insurance by a reformed poor law, which
shall provide by a different agency different treatment to
those who have run through their insurance claims and
manifestly need something more than tiding over by
money payments. But, on either alternative, measures
of some kind must be taken to make trades which have
excessive unemployment, as a result not of war disloca-
tion but of their own methods, set their house in order
and pay till they do so for their own reserves of labour.
Without such measures, either alternative gives subsidies
to the creation of unemployment.




