REFORMING THE WELFARE STATE: LESSONS FROM

ITS ORIGINS IN BRITAIN AND GERMANY

Decisions taken before 1914 have been crucial to the long-term differences between the welfare state in Britain and Germany. And according to a new book by Professor Peter Hennock, there is much for British policy-makers to learn from the basic durability of the German model. In particular, he notes that the latest British proposals for pensions reform have recognised the futility of our traditional approach to pensions – though unlike Germans, we are still free to refuse to save.

As aging baby boomers place growing strains on the welfare state, British politicians continue to edge their way around a huge and uncomfortable dilemma. Any reform of NHS funding or pension provision is sure to be unpopular, while their continuing failure to tackle the gap between rising public expectations and over stretched funds is deeply corrosive. 

This book offers policy-makers new insights by contrasting the experiences of Britain and Germany. It focuses on an often-forgotten slice of history, the days when Germany's healthcare insurance and pensions plans were much admired in Britain. 

Peter Hennock, Emeritus Professor of History at the University of Liverpool and a refugee from Nazi Germany, investigates how the foundations of the welfare state were laid in Britain and Germany from the mid-19th century to the First World War. 

During this time, both Britain and Germany introduced old age pensions, national health insurance and incapacity benefits. Britain also introduced unemployment insurance nationwide while, on this at least, Germany's system was less generous, with jobless insurance in only a few cities. 

The book explains the differences between policies in the two countries, and the politics that produced them. It shows that decisions taken before 1914 have been crucial to the long-term differences between the two welfare states. 

‘Overall, their attitude to national insurance has always been less grudging than our own’, says Professor Hennock. 

World War One obliterated memories of Germany's days as a role model. It was briefly rediscovered in the 1950s by the policy advisers to Labour who finally gave us SERPS. More recently, the economic strains of German reunification have pushed aside any remaining British interest. Even so, Prof Hennock believes there is much for British policy-makers to learn from the basic durability of the German model. 

‘Since the 1880s, Germans with higher incomes have paid more, and got higher state pensions in exchange. Not so in Britain. When National Insurance was introduced in 1911 and insurance pensions in 1925 everyone paid the same low amount, whatever their income. So state pensions were below subsistence and irrelevant to the needs of many. That has not fundamentally changed,’ he says.

‘Germans receive state retirement pensions that reflect their life-long earnings and to which their employers contribute not on their terms but as laid down by law. 

‘The latest British proposals have recognised the futility of our traditional approach and are half-heartedly inching in the same direction. But unlike Germans, we are still free to refuse to save,’ says Prof Hennock. 

Germany's health insurance system was also income-based from the outset, providing incremental increases in funding of the sort British politicians now agonise over. 

‘German health insurance funds have benefited automatically from rising incomes’, says Prof Hennock. 

ENDS

The Origin of the Welfare State in England and Germany, 1850-1914: Social Policies Compared by Professor Peter Hennock (University of Liverpool) will be published by Cambridge University Press in April 2007.

Peter Hennock will be debating his book with Christoph Sachsse from the University of Kassel, Germany and Bernard Harris from Southampton at the Economic History Society's 2007 annual conference at the University of Exeter Friday 30 March to Sunday 1 April.
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