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W I T H V A R I O U S O B J E C T I V E S , and at different 
periods i n the development of i t s unemployment 
insurance program, Great B r i t a i n has experi
mented w i t h dif ferential c ontr ibut i on rates. The 
f irst experiment offered refunds—or, for a brief 
period, exemption f rom the contr ibut i on require
m e n t — t o employers who stabilized employment, 
or t o workers who stayed on the job or refrained 

f r om exercising their benefit r ights when unem
ployed, instead of drawing on the unemployment 
fund . The second experiment excepted f rom cov
erage under the general over-all insurance system 
employments offering substantial ly permanent 
tenure. The t h i r d plan permitted an industry 
which met certain conditions to " contract o u t " 
of the general system and cover its workers in a 
"special scheme" set up for t h a t industry only. 



Refund of Contributions 
I n the hope of preventing some unemployment 

and some of the heavy dra in on the fund , the 1911 
British unemployment insurance act provided i n 
ducements to steady employment i n the f o r m of 
refunds of contr ibutions paid b y employers or 
workers, or, for a brief period, exemption f rom 
contributions. 

The first of the refund provisions offered a 
rebate amounting to one-third of the to ta l con
tribution w i t h respect to each worker "whom the 
employer had employed continuously throughout 
the year and for whom he had paid at least 45 
contributions. Since the employer's, weekly con
tr ibution for an adult male worker was 2½ pence, 
the m i n i m u m refund based on 45 contributions 
was 3s. l½d.; for the f u l l 52 contributions, 3s. 7d. 1 

An amendment i n 1914 provided a f lat refund of 
3 shillings w i t h respect to each worker for w h o m 
the employer had paid at least 45 contributions 
within the insurance year. 2 The provision was 
repealed i n 1920, since the 3-shilling refund had 
not influenced employers to keep unnecessary 
workers on their rolls when they could make a 
far greater saving s imply by lay ing them off.3 The 
provision was also found expensive to administer, 
since each case had to be checked to ver i fy the 
number of contr ibutions paid. D u r i n g the entire 
period i n which the refund provision was i n force, 
204,000 claims, covering 6.4 mi l l i on workers, were 
filed under i t , and a to ta l of £960,000 was refunded, 
an average of about £4 14s. per employer. 4 

I n his test imony before the Blanesburgh Com
mittee, appointed i n 1925 to consider and recom
mend changes i n the unemployment insurance 
system, J . F . G. Price, Principal Assistant Secre
tary of the M i n i s t r y of Labour , pointed out t h a t 
the provision had not offered sufficient saving to 
induce employers to reta in their workers and said 
that the refund "was what I have always myself 
regarded as one of the ' t r immings ' of the 1911 A c t , 
which was p u t i n to see w h a t experience of i t 
taught us; i t d id not have the effect hoped for of 
steadying and regularizing employment, and we 
did not continue i t . " 5 

1 N a t i o n a l Insurance Act, 1911, (1 and 2 G e o . 5, c h . 65) , s e c . 94. 
2 National Insurance (Pt. I I Amendment) Act, 1914, (4 and 5 G e o . 5, c h . 57) , 

sec. 5. 
3 Unemployment Insurance Act, 1920, (10 and 11 G e o . 5, c h . 30) , s e c . 48 (3 ) . 
4 M i n i s t r y of L a b o u r , Report on National Unemployment Insurance to 

July 1923, 1923, p . 36. 
5 M i n i s t r y of L a b o u r , Report of the Unemployment Insurance Committee, 

V o l . 2, " M i n u t e s of Evidence," 1927, p. 36. 

T h e second refund provision was included i n the 
1911 act i n an effort to persuade employers to 
spread work dur ing a period of depression by 
keeping their whole staff on short t ime. I t was 
considered a temporary measure, and later the 
Government's policy on spreading the work was 
reversed, since i t was fe l t t h a t the unemployment 
problem would never be solved i f large numbers 
of workers were maintained on short t ime w i t h 
insufficient earnings for a m i n i m u m l i v i n g standard. 

Under this provision an employer who, i n a 
period of depression i n his industry , kept his staff 
systematically on short t ime , pay ing bo th his o w n 
and his employees' contributions, was entit led to 
a refund of a l l such contr ibut ions . 6 T h e employer 
would thereby save the amount of his own con
tr ibut ions for which he would have been liable i f 
he had employed a reduced staff f u l l t ime . T h e 
short - t ime week m i g h t be one i n which no w o r k 
was performed on a day which was recognized i n 
the trade or d is tr i c t as a work ing day of a t least 
4 hours, or a week consisting of no t more t h a n 
five-sixths the number of work ing hours i n a f u l l -
t ime week. The employer who wished to take 
advantage of this provision must present his plan 
to the Board of Trade, which would decide whether 
the p lan met the requirements of the provision. 
I n 1914 the provision was amended to exempt 
such an employer f rom the payment of any con
tr ibut ions for himself and his workers, as i f the 
la t ter were not work ing i n an insured trade. 7 

6 National Insurance Act, 1911, o p c i t . , s e c . 96. 
7 National Insurance (Pt. I I Amendment) Act, 1914, o p . c i t . , s e c . 7. 

Neither the or ig inal nor the amended provisions 
offered sufficient inducement to employers to re 
fra in f r om c u t t i n g the ir staffs, and they were 
o m i t t e d i n the 1920 act. I n test i fy ing before the 
R o y a l Commission on Unemployment , the M i n i s 
t r y of Labour pointed out the fallacy of any long-
range policy of spreading employment b y means of 
short t ime : 

W h a t e v e r the aggregate live register m a y prove to be, 
it wi l l sti l l be its composition rather t h a n its size t h a t , over 
a period, forms the problem of unemployment a n d insurance . . . I f , year after year , a manufacturing industry 
shows a loss of trade to other competitors or a reduct ion 
in the total d e m a n d for its products , accompanied by high 
levels of unemployment , mainly in the same areas a n d to 
a large extent a m o n g the same persons, i t only confuses 
the issue to treat those persons as though they properly 
belonged to t h a t i n d u s t r y , could reasonably expect to e a r n 
their livelihood from i t i n the near future, a n d h a d there 



fore some c la im, on behalf of the industry as well as of 
themselves , to be mainta ined where they are, in v ir tue of 
a s tat is t ical classification t h a t no longer has a n y meaning. 

. . . T o contemplate a swollen personnel, part of w h i c h 
is continuously idle, is a lmost as depressing for a n industry 
as to be weighed down by an inflated c a p i t a l m u c h of which 
c a n never e a r n i t s keep . 8 

The t h i r d refund provision included i n the 1911 
act was designed to influence workers to remain 
regularly a t work and n o t draw benefits; i t was 
also, intended to prevent regularly employed w o r k 
ers f rom protest ing t h a t they were carry ing the 
insurance of those less steadily employed, w i t h 
l i t t l e advantage to themselves. Under the p r o v i 
sion, a worker aged 60 or over who had paid con
t r ibut i ons for 500 weeks or more was ent i t led to a 
re fund of the difference between his contr ibut ions 
and the benefits d rawn , w i t h year ly compound 
interest a t 2½ percent a year. I f after receiving 
the refund the worker returned to covered employ
ment , he had to continue pay ing contr ibut ions ; i f 
he again became unemployed, he was credited w i t h 
five-eighths of the contr ibut ions pa id i n his behalf 
d u r i n g the period w i t h respect to which he had 
received the former refund. 9 

I n 1920, an amendment provided t h a t , i f the 
worker had pa id no contr ibut ions for a 5-year 
period, he could c laim a refund only for the period 
fo l lowing the most recent 5-year lapse. Th i s 
amendment lowered to 55 the age at which refunds 
could be payable, and reduced the required 500 
weeks b y 50 weeks for every year t h a t the worker 
was over age 55. I t also provided t h a t the worker 
m i g h t c laim a refund on the basis of contr ibut ions 
i n excess of 100 paid by h i m subsequent to receiv
ing any r e f u n d . 1 0 

Because of the expense invo lved , the provision 
was deleted i n 1924 b u t , i n order no t to cut off 
the refund provis ion too a b r u p t l y , a worker 
between 50 and 60 years of age i n 1924 who had 
paid contr ibut ions for at least 50 weeks m i g h t 
apply for a refund w i t h i n a prescribed period. I n 
such cases, the worker was to receive the current 
w o r t h of the excess, plus interest u p to the date 
on w h i c h he would become 60 years of age.11 The 

highest amount refunded i n any year, £1,925,905, 
was paid i n 1925; i t was almost 5 percent of the 
t o t a l amount paid i n benefits i n t h a t year. 1 2 

None of the three refund provisions of the 1911 
act was a success. T h e i r administrat ion proved 
time-consuming and oxponsivo, and by 1924 they 
had a l l been deleted. The final report of the 
Roya l Commission on Unemployment in 1932 
summarizes the reasons as follows: 

A t t e m p t s were made in the A c t of 1911 to encourage 
employers to give as regular employment as possible, and 
also to deter workpeople from m a k i n g unnecessary claims 
on the F u n d . T h e s e have a l l been discarded. I n the 
case of an employer, no refund or reduction in contribu
tions t h a t was feasible under the scheme could possibly 
compensate h i m for the cost of continuing to pay wages 
to workpeople w h o m he c o u l d no longer profitably employ. 
I n the case of the insured persons, there was , i n 1911, 
provision for a refund of the balance of their contributions 
at the age of 60. T h i s was discontinued, as i t was found 
that it had only a negligible effect in encouraging a worker 
to retain his employment , or to refrain from claiming 
benefit. 

T h e conclusion is the same in each case, viz . that un
employment is inevitable a n d t h a t it is useless to expect 
that either employers or workpeople have it in their power 
to a n y appreciable extent to prevent it , however much it 
may be made their interest to do s o . 1 3 

Excepted Employment 

I n the 1920 Unemployment Insurance Act , 
certain employments, such as agr icul tural work 
and domestic service, were excepted f rom the broad 
def init ion of "employments w i t h i n the meaning of 
the A c t . " 1 4 A n addit ional category of employ
ments, i n which tenure is substantial ly permanent, 
m i g h t be "excepted" by order of the M i n i s t e r of 
Labour. Under this second type, the Minister 
could certi fy t h a t individuals in certain employ
ments, such as service under a local au thor i ty or 
on the police force, or employment by a rai lway or 
other publ ic u t i l i t y company, or employment in 
which the workers have r ights in a superannuation 
fund established by Parl iament , are i n permanent 
employment , i . e., subject to dismissal only for 
misconduct or unfitness to perform their duties, 
and are therefore excepted f rom insurance under 
the general system. 

8 R o y a l C o m m i s s i o n o n U n e m p l o y m e n t I n s u r a n c e , Final Report, L o n d o n , 
1932, p . 99. 

9 National Insurance Act, 1911, o p . c i t . , s e c . 95. T h e a m o u n t of t h e w o r k e r ' s 
i n d i v i d u a l c o n t r i b u t i o n r e f u n d e d w o u l d be e q u i v a l e n t to 2/8 of the t o t a l c o n 
t r i b u t i o n s p a i d i n h i s b e h a l f (2½d. f r o m the w o r k e r , 2½d. f r o m the e m p l o y e r , 
l 2/3d. f r o m the E x c h e q u e r ) . 

10 Unemployment Insurance Act, 1920, (10 a n d 11 G e o . 5, c h . 30) , s e c . 25. 
11 Unemployment Insurance (No. 2) Act, 1924, (14 a n d 15 G e o . 5, c h . 30) , s ec . 9 . 

12 G i l s o n , M a r y H a r n e t t , Unemployment Insurance In Great Britain, N e w 
Y o r k , 1931, p . 138. 

13 R o y a l C o m m i s s i o n , o p . c i t . , p . 486. 
14 Unemployment Insurance Act, 1920, (10 and 11 G e o . 5, c h . 30) , F i r s t 

S c h e d u l e , P t . I I . The categories of " e x c e p t e d " e m p l o y m e n t c o r r e s p o n d w i t h 
the e x c e p t e d " e m p l o y m e n t " in s e c . 1607 ( c ) of the U . S . F e d e r a l U n e m p l o y 
m e n t T a x A c t . 



A 1 9 2 1 amendment added the st ipulat ion t h a t 
the employment must be permanent i n character 
"hav ing regard to the normal practice of the em
ployer, " and that , i f the specified restr ict ion on 
grounds for dismissal d id not appear i n the con
tract, the employed person must have completed 
3 years in the employment. 1 5 Under the 1 9 2 7 
act, the 3 years' service requirement was extended 
to all such employment . 1 6 

Under the war emergency powers of the M i n i s 
tor of Labour , a s ta tutory rule and order, issued 
under date of September 6 , 1 9 3 9 , suspended w i t h 
out prejudice to previously issued certificates the 
power of the Min i s te r to issue certificates of ex
ception or identif ication of persons as in excepted 
employment. 1 7 

The certificate of exception issued by the M i n 
ister applied to the employment, no t to the i n d i 
vidual worker, who came w i t h i n the exception by 
a process of " i d e n t i f i c a t i o n " i f he was eligible for 
identification and d id not prefer to remain i n 
sured. 1 8 To determine the " n o r m a l practice of 
the employer" in the matter of dismissals, the 
Minister , before issuing a certificate, usually re
quired evidence of the number of dismissals in the 
15 years pr ior to application for an exception, 
together w i t h the reasons for the dismissals. 

Since the employer had i n effect guaranteed t h a t 
no workers would become unemployed except for 
misconduct or unfitness to perform their duties, 
and since his certificate of exception could be 
canceled i f any workers covered by the exception 
became unemployed for other reasons, he was 
expected to insure a margin of approximately 2 0 
percent of his staff under the general system, to 
take care of unforeseen situations i n which he 
might be compelled to discharge workers for other 
than the specified reasons. A worker transferring 
from excepted to covered employment would not 
become eligible for benefit u n t i l contr ibut ions had 
been paid w i t h respect to h i m for the required 
number of weeks i n the 2 years preceding his app l i 
cation. However, under a provision i n the 1 9 3 0 
act, i f the worker had been i n excepted employ
ment for a number of weeks d u r i n g the 2-year 
period, those weeks could be added to the 2-year 

period. The to ta l period w i t h i n which the c o n t r i 
butions must have been paid , however, could not 
be more than 4 years. 1 9 

I t w i l l be scon t h a t the arrangement outl ined 
above is designed to cover persons protected b y 
civil-service tenure, or persons i n employment 
affording substantial ly the same protection. I n 
effect, i t is authorizat ion of the subst i tut ion of 
guaranteed employment for insured employment. 

The certificates of exception granted as of 
December 3 1 , 1 9 3 6 , and the number of employees 
covered as of M a r c h 2 , 1 9 3 6 , were as follows: 2 0 

C l a s s of e m p l o y m e n t A u t h o r i t i e s E m p l o y e e s 
c o v e r e d 

T o t a l 1,543 491,762 

G o v e r n m e n t d e p a r t m e n t s 60 8,695 
P u b l i c or l o c a l a u t h o r i t i e s 1,221 143,011 
M e n t a l h o s p i t a l s a u t h o r i t i e s 71 5,674 

Railray companies 29 822,889 
O t h e r p u b l i c u t i l i t y c o m p a n i e s 141 11,035 
E m p l o y m e n t w i t h s t a t u t o r y s u p e r a n n u a t i o n 

r i g h t s ( o t h e r t h a n c a s e s i n c l u d e d a b o v e ) 21 457 

T h e Blanesburgh Committee considered the 
excepted employments and recommended t h a t 
the rai lways and the local authorities continue 
outside the general system. I f the question were 
up for the first t ime , however, the Committee 
m i g h t have advised inclusion of the railroads: 
S u c h advice would follow from our conception of the risk 

of unemployment as being a general r i s k ; so t h a t i t is only 

permissible to exclude a whole trade if the r isk be t r u l y n i l . . 

T h i s cannot be said of r a i l w a y employment . . . 

W e acquiesce in the retention of the status quo for the 

present, but , should the i m m u n i t y from u n e m p l o y m e n t 

which is c la imed become less obvious i n the future , we 

think t h a t this question should be reconsidered. 2 1 

The Roya l Commission, i n weighing the argu
ments for and against excepting certain employ
ments, t r i ed to draw a line of demarcation be
tween employment wh i ch should be covered b y 
the general system and noninsurable occupations. 
Under the former, they included product ive i n 
dustry—manufac ture i n a l l i ts forms, bu i ld ing , 
transport , publ ic works contract ing. Uninsured 
occupations would consist of the general a d 
min is t ra t ive services—government, police, educa
t i o n a l . 2 2 

15 Unemployment Insurance Act, 1921, (11 Geo. 5, c h . 1 ) , S e c o n d S c h e d u l e , 
M i n o r A m e n d m e n t s , p . 9. 

16 Unemployment Insurance Act, 1927, (17 a n d 18 G e o . 5, c h . 30) , F o u r t h 
S c h e d u l e , M i n o r A m e n d m e n t s , p . 20. 

17 S t a t u t o r y R u l e s a n d O r d e r s , 1939, N o . 1148, 3: S e p t e m b e r 6, 1939. 
18 E m m e r s o n , H . C., a n d L a s c e l l c s , E . C . P . , Guide to the Unemployment 

Insurance Acts, 1939, p p . 21-22. 

19 Unemployment Insurance Act, 1930, (20 Geo. 5, ch . 16), sec. 7. 
20 M i n i s t r y of Labour , Report of the Ministry of Labour for the Year 1936, 1937, 

pp . 55, 56. 
21 Report of the Unemployment Insurance Committee, op. c i t . , p p . 56-57. 
22 Royal Commission, op. c i t . , p . 182. 

T h e members of the Commission fe l t t h a t 



industries subject to no r isk of unemployment 
should not have to make contr ibutions, since the 
workers wou ld reap no advantage f r om t h e m ; 
they would never exercise, or be expected to exer
cise, the r ights so acquired. T h e conclusion was 
t h a t the M i n i s t e r should continue to have the 
power to grant certificates of exception to a pro 
port ion of workers employed b y government de
partments , local authorit ies , and publ ic u t i l i t y 
undertakings. The Commission stressed the po int 
t h a t employers to w h o m such certificates are 
granted ought to satisfy the M i n i s t e r t h a t they are 
i n a position v i r t u a l l y to guarantee continuous 
regular employment to a very substantial propor
t i o n of the workers i n the i n d u s t r y . 2 3 

I n considering the exception of ra i lway em
ployment , the Commission agreed, on the whole, 
w i t h the Blanesburgh Committee t h a t such em
p loyment should continue to be excepted, b u t said 
t h a t the s i tuat ion should be closely watched to 
protect the interests of the unemployment fund . 
I t is not r ight t h a t the U n e m p l o y m e n t F u n d should c a r r y 
only the b a d r i sks i n a n i n d u s t r y a n d lose the advantage 
of the good, a n d a sufficient portion of r a i l w a y workers 
should be insured so t h a t the income from their c o n t r i b u 
t ions i s more t h a n sufficient to cover possible expenditure . 
T h e principle w h i c h we should advocate is t h a t the i n 
d u s t r y as a whole s h o u l d either be fully insured or fully 
excepted, a n d , if the s i tuat ion so develops t h a t i t is neces
s a r y to insure more t h a n , s a y , 30 percent of the personnel 
i n order to cover expenditure, the certificate of exception 
should be suspended a n d a l l workers brought into the 
scheme. 2 3 

W h e n Sir W i l l i a m Beveridge presented his com
prehensive report on B r i t i s h social insurance and 
all ied services, i n 1 9 4 2 , the question of excepted 
occupations once more came u p for discussion. 
Sir W i l l i a m recommended t h a t a l l the excepted 
occupations be included i n the general system. 
I f those industries w h i c h h a v e a s m a l l r isk of unemploy 
ment are required to s t a n d i n , together w i t h a l l others, 
those industries w h i c h c l a i m to h a v e no r isks of u n e m 
p l o y m e n t m a y also be required to s t a n d i n w i t h the others . 
A n y dist inctions w i t h i n the scheme lead to difficult 
demarcat ion problems. Where , as w i t h the c e n t r a l gov
e r n m e n t a n d w i t h r a i l w a y companies , some of the employ 
ees contribute for unemployment insurance whi le the 
others are exempt , the addit ional objection m a y be made 
t h a t the i n d u s t r y escapes contr ibut ing i ts ful l share to 
the U n e m p l o y m e n t F u n d . . . The v iew t a k e n here is 
t h a t , as regards unemployment , a l l industries should 
s t a n d together . . . 2 4 

23 I b i d . , p p . 182-184. 
24 B e v e r i d g e , S i r W i l l i a m , Social Insurance and Allied Services, 1942, p . 63. 

Contracting Out: Special Schemes 

A t h i r d contr ibut i on rate differential was 
authorized i n a provision of the 1 9 2 0 act following 
the establishment of "special schemes," under 
wh i ch an indus t ry m i g h t , on certain conditions, 
" c o n t r a c t o u t " of the general system. 2 5 The 1 9 1 1 
act had covered employment i n a l i m i t e d number 
of industries only , i n which the fluctuations of 
unemployment were great ; the way had been left 
open for insurance b y industries, however, through 
a provision al lowing industries no t insurable under 
the act to be brought i n w i t h modified rates of 
c ont r ibut i on . 2 6 The 1 9 2 0 act widened the range 
of industries in which employment was covered, 
b u t at the same t ime allowed certain industries 
to contract out , presumably " t o reduce to a 
m i n i m u m the opposition of industries w i t h a low 
experience of unemployment." 2 7 Th i s provision 
was the ou tgrowth of a continued agitat ion for 
insurance by industry , as against a un i form al l -
inclusive system. 

The act empowered the M i n i s t e r to approve, 
b y special order, a scheme proposed by a joint 
industr ia l council , or an association of employers 
and employees, which would insure a l l or specified 
classes of workers i n the indus t ry against unem
p loyment , w i t h benefits n o t less favorable than 
those in the unemployment insurance act. The 
M i n i s t e r , w i t h the approval of the Treasury, 
m i g h t make regulations covering the benefit status 
of persons passing f rom a special to the general 
scheme, and vice versa. 

The Government was to contr ibute no t more 
t h a n three-tenths of the Government contr ibu
t i o n wh i ch wou ld have been payable under the 
general scheme. F o r any scheme coming into 
force before J u l y 4 , 1 9 2 1 , an estimated balance was 
to be transferred to the special scheme; this bal
ance was to be approximately equal to contr ibu
tions minus benefits paid and prorated adminis
t r a t i v e costs, f r o m the effective date of the act 
to the date on which the special scheme came into 
force. A l t h o u g h i t had been expected t h a t the 
power to contract out would be widely exercised, 
only two special schemes were established; one, 
approved i n 1 9 2 1 , covered the commercial insur
ance ind us t r y , and the other, approved i n 1 9 2 4 , 
covered banking and finance. 

25 Unemployment Insurance Act, 1920, (10 a n d 11 Geo . 5, ch. 30) , s e c . 18. 
26 National Insurance Act, 1911, o p . c i t . , s e c . 103. 
27 Report of the Unemployment Insurance Committee, o p . c i t . , p . 52. 



By 1921 a depression had set i n , and the M i n i s -
tor's power to approve special schemes was sus
pended, b u t w i t h o u t prejudice to any already 
approved or under consideration. 2 8 The suspen
sion was due, on the one hand , to the Govern
ment's apprehension lest industries w i t h stable 
employment contract out , leaving those w i t h a 
large percentage of unemployment to draw on 
the f u n d ; and, on the other hand, to the fact t h a t 
widespread unemployment " i n quarters t h a t had 
previously been considered i m m u n e " quenched 
the desire of other industries to contract o u t . 2 9 

Under the 1924 act, payments f rom the Exche
quer ceased, 3 0 and the 1927 act finally abolished 
the Min is ter ' s a u t h o r i t y to approve special 
schemes. The two already established were per
mitted to continue. 3 1 

The special scheme for commercial insurance 
now covers 150,000 persons and the banking 
scheme about 60,000. 3 2 They are financed solely 
by employer contributions. I n the insurance 
scheme the employer contributes, quarter ly , 7s. 7d. 
for men, 6s. 6d. for women; i n banking and finance 
the quarter ly contr ibut ion is 2s. 2d. for either men 
or women. The saving to the employers is 
obvious, since under the general system they 
would be liable for contr ibut ions of 10s. 10d. for 
men and 9s. 9d. for women. The standard rates 
and conditions for benefit are those of the regular 
unemployment insurance act, except t h a t the 
banking scheme pays somewhat more l iberal 
benefits t o young persons and dependents; special 
benefits are allowable, i n certain conditions, under 
both schemes. 

The Blanesburgh Committee gave serious con
sideration to the question of contract ing out , 
which, the Committee declared,"seems inconsist
ent w i t h the idea of a nat ional scheme based on 
the interdependence of al l i n d u s t r i e s . " 3 3 

28 Unemployment Insurance (No. 2) Act, 1921, (11 and 12, G e o . 5, c h . 15), 
sec . 5. 

29 Report of the Unemployment Insurance Committee, o p . c i t . , p . 53. 
30 Unemployment Insurance (No.2) Act, 1924, o p . c i t . , s e c . 8 ( 3 ) . 
31 Unemployment Insurance Act, 1927, (17 and 18 G e o . 5, c h . 30) , s e c . 11. 
32 Beveridge, o p . c i t . , p . 61. 
33 Report of the Unemployment Insurance Committee, o p . c i t . , p p . 52-55. 

T h e Nat ional Confederation of E m p l o y e r s ' organizations 
is opposed to the idea, and so, too, are s u c h bodies as the 
N a t i o n a l U n i o n of Manufacturers a n d the Association of 
B r i t i s h C h a m b e r s of C o m m e r c e . The att i tude of the 
T r a d e Unions is the same. T h e G e n e r a l C o u n c i l holds 
the opinion that " a s the cost of unemployment insurance 
should be spread over the largest possible number of 

people so as to equalize the burden, i t is undesirable t h a t 
the s y s t e m of industries 'contracting out ' of the national , 
scheme should be reestabl i shed . " 

The opponents of " c o n t r a c t i n g o u t " a l l look upon 
unemployment as a general r i s k affecting a l l industries 
to a greater or less degree, a r i s k , therefore, which ought 
to be insured i n one comprehensive scheme. 

Agreeing w i t h t h a t v iew "as l i m i t e d to sections 
of industry which have some appreciable r isk of 
unemployment , " the Committee declared t h a t 
as soon as an industry or other u n i t was shown to 
be w i t h i n the scope of compulsory unemployment 
insurance, there was therefore no just i f i cat ion 
for al lowing the indus t ry or u n i t to derive any 
advantage f r om its lower t h a n average r isk of 
unemployment. E i t h e r contract ing o u t should 
no t be allowed at a l l or, i f permi t ted , i t should be 
subject to a regular payment sufficient t o com
pensate the general f u n d completely for any loss 
due to the w i t h d r a w a l of the indus t ry or u n i t . 
I n those conditions, the m a i n mot ive for con
t rac t ing ou t disappears. " W e see no reason to 
believe t h a t the rules of the general scheme are 
no t reasonably appropriate over pract ical ly the 
whole area of industry . These rules have been 
modified i n various ways i n the past, and we have 
no doubt t h a t they w i l l continue t o be modif ied 
as and when good cause for the modif ication is 
shown. " T h e Committee concluded: 
O n the principle w h i c h we favour, the specia l schemes for 
the insurance industry a n d the b a n k i n g industry ought 
not to be al lowed to continue. We h a v e , however, come 
to the conclusion t h a t , while we should deprecate a n y 
further appl icat ion of the principle of special schemes as 
provided i n the A c t of 1920, nevertheless, i n the p a r t i c u l a r 
c ircumstances , these schemes should not now be interfered 
w i t h . 

T h e Roya l Commission, i n 1932, went on record 
as against restoring the power to contract ou t , 
saying t h a t , on the basis of the evidence before i t , 
neither employers nor workers were at present 
i n favor of the provision. 

T h e risk of unemployment is too doubtful a contingency 
on which to assume t h a t a n industry c a n make its o w n 
provision outside a general scheme. N o industry c a n 
escape the effect of a prolonged trade depression a n d , i n 
some circumstances , a special scheme financed b y the 
industry itself m a y find it difficult to m a i n t a i n its inde 
pendence while continuing to give benefits w h i c h are not 
less favorable than those of a general scheme m a i n t a i n e d 
w i t h the a id of a State subsidy. We therefore find 
ourselves i n agreement w i t h the B l a n e s b u r g h C o m m i t t e e 
t h a t the power to contract out should not be restored. 3 4 

34 Royal C o m m i s s i o n , o p . c i t . , p p . 176-177. 



The Commission cited as a significant i l lus t ra 
t i on of the i n a b i l i t y to predict the course of u n 
employment the fact t h a t , i n 1 9 2 0 , i t was fu l ly 
anticipated t h a t the coal-mining industry , which 
had for m a n y years mainta ined a low rate of u n 
employment, would make i ts own scheme and 
contract out of the general system. I n actual 
fact , however, for several years previous to 1 9 3 2 
t h a t industry had d r a w n large sums f rom the 
unemployment fund i n excess of the contr ibutions 
paid i t . 

L i k e the Blanesburgh Committee , the Roya l 
Commission agreed t h a t the insurance and bank
i n g industries should be allowed to continue their 
special schemes, " i n view of the circumstances 
i n wh i ch they were established, their long i n 
dependent existence, and the excellent standard 
of their a d m i n i s t r a t i o n . " 3 5 

I n a volume published i n 1 9 3 1 , Sir W i l l i a m 
Beveridge declared t h a t " t h e r e is no th ing to be 
gained and there is m u c h to be l o s t " i n al lowing 
separate industries to insure their own unem
ployment . H e suggested, however, t h a t a unif ied 
insurance system could be combined w i t h differ
ent iat ion of contr ibut ions , b y m a k i n g special levies 
on industries hav ing excessive unemployment. One 
method suggested was t h a t of mak ing each i n 
d i v i d u a l employer i n such industries liable to the 
fund for a l l or p a r t of the benef i t paid to any w o r k 
man previously employed by h i m . 36 Ten years 
later, Sir W i l l i a m expressed his opposition to 
special arrangements for any i n d u s t r y : 
U n e m p l o y m e n t insurance by industry is a line of develop
ment on w h i c h progress h a s ended. F o r historical reasons 
banking a n d insurance today hold a privi leged position 

al lowing them the benefit of their special ly low rate of un
employment . T h i s privilege is not accorded to any in
d u s t r y included in the general scheme of unemployment 
insurance , though there are other industries w i t h rates of 
u n e m p l o y m e n t well below the average . . . Retention of 
this historical privilege by these two special industries 
c a n no longer be j u s t i f i e d . 3 7 

35 R o y a l C o m m i s s i o n , o p . c i t . , p . 205. 
36 B e v e r i d g e , S i r W i l l i a m , Unemployment, A Problem of Industry, L o n d o n , 

1931, p p . 410-412. 37' Beveridge, Social Insurance, o p . c i t . , p . 61. 

In Summary 

Of the three approaches to the principle of 
differential rates tr ied out by the B r i t i s h i n the 
development of their system of unemployment 
insurance, there remain only the relat ively insig
nif icant exception of certain industries offering 
permanent employment conditions and two special 
schemes for specific industries. The principle of 
offering refunds to ind iv idual employers and work
ers w i t h stable employment records d i d no t have 
the result sought; i t d id not induce employers to 
retain workers they d id not need, nor d id i t induce 
unemployed workers to refrain f r o m exercising 
their benefit r ights . The principle of excepting 
certain employments in which tenure is substan
t i a l l y permanent was suspended i n 1939, i n the 
war emergency, b u t the exceptions already granted 
to workers i n government departments, local 
governmental service, and the rai lroad industry 
were allowed to remain. T h e t h i r d principle of con
trac t ing out is s t i l l exercised b u t only by the 
insurance and banking industries, whose special 
schemes for their own members were started in the 
early 1920's. The question of unemployment i n 
surance by separate industry or industr ia l uni t 
therefore is not whol ly closed. I t w i l l be interest
ing to see whether Parl iament, i n line w i t h Sir 
W i l l i a m Beveridge's recommendations, abolishes 
these special exceptions. 


