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S E C R E T 

C. (57 ) 181	 C O P Y N O . (j^ & 

27th July, 1957 

C A B I N E T 

N A T I O N A L I N S U R A N C E C H A N G E S 

M e m o r a n d u m by the Chance l l o r of the Excheque r 

I would l ike to make s ome points on the pape r by the M i n i s t e r 


of Pens ions and Nat iona l Insurance (C . (57 ) 180). 


2. If w e a r e to have a g e n e r a l i n c r e a s e in Nat iona l I n su rance , 
Nat iona l A s s i s t a n c e and W a r Pens ions by C h r i s t m a s with nO publ ic 
announcement until, s ay , Oc tobe r , and with the Nat iona l Insurance B i l l 
and the Nat ional A s s i s t a n c e Reso lut ions pushed through in N o v e m b e r a s 
soon a s pos s i b l e a f te r the Debate on the A d r e s s , the best p r o g r a m m e the 
M in i s t e r can dev i se l e ads to the fo l lowing r e su l t s ­

( a )	 Pub l i c l eakage ( including the p r e c i s e new r a t e ^ by e a r l y 
Sep t embe r , if not e a r l i e r , 

( b )	 Fub l i c r eques t fo b ene f i c i a r i e s to put in the books for u p ­
rating be fo re the B i l l ' s p resentat ion . 

(c )	 U p - r a t e d o r d e r books in the hands of the publ ic b e f o r e there 
is s tatutory author ity for the new r a t e s . 

(d)	 The r i s k of e x t r a - s t a tu to ry payments on an unprecedented 
sca l e should anything go w r o n g . 

3. The r i s k of a hitch - with e x t r a - s t a tu to ry payments inevitably 
resu l t ing - should not be o v e r s t r e s s e d , but w e must take our dec i s ions 
in full r ea l i s a t i on of what would happen should it eventuate . The 
Account ing O f f i c e r s , a f ter d r aw ing the pos it ion f o r m a l l y to the attention 
of M i n i s t e r s , would have r ece i ved the i r instruct ions to p roceed : cop ies 
would go to the C o m p t r o l l e r and Aud i t o r G e n e r a l , who would r epo r t to 
the Pub l i c Account s Commi t t ee ( P . A . C . ) . The P . A . C . would be ce r ta in 
to an imadve r t on a l l this in due c o u r s e , and the Oppos i t ion could be 
expected to m a k e the mos t of this " f inanc ia l i r r e g u l a r i t y " or " f inancia l 
i r r e s p o n s i b i l i t y " on the part of the G o v e r n m e n t . 

4. Po l i t i ca l l y a t t ract ive though the operat ion is at f i r s t s ight , I 
submit that, even if nothing " g o e s w r o n g " , the constitutional improp r i e t i e s 
which it invo lves a r e v e r y s e r i o u s and wou ld not redound to the G o v e r n m e n t s 
c red i t . B y printing the contr ibut ion s t amps and uprat ing the o r d e r books 
be fo re the re is statutory authority e ither for the new r a t e s of contribution 
or for the new ra tes of benef i t , w e wou ld make it i m p o s s i b l e for 
P a r l i a m e n t to do anything but r u b b e r - s t a m p the G o v e r n m e n t s p roposa l s 
in e v e r y pa r t i cu l a r . O r d i n a r i l y , a l l the detai ls a r e open to amendment in 
Commi t t ee : none of them is protected by a F inanc ia l Reso lut ion . W e 



should expose ou r s e l v e s to s eve re c r i t i c i s m by the Opposit ion which 
might be v e r y difficult to a n s w e r . W h y had the Gove rnment not ca l l ed 
P a r l i a m e n t back in t ime to dea l with the i r p roposa l s in the p rope r w a y ? 
Had they, with the i r usua l inef f ic iency, made up their minds so late that 
they w e r e d r iven to a panicky s c r a m b l e a s the only a l ternat ive to public 
ob loquy? O r had they just not da red to submit their p roposa l s to the 
p r o p e r P a r l i a m e n t a r y p r o c e s s e s , b e cause they knew they could not 
just i fy so l o w a benefit o r so high a contr ibution? 

5. A l l this would c rea te a thoroughly bad a tmosphe re for the 
d i s cus s i ons on a B i l l l a te r in the s e s s i on to implement a l o n g - t e r m plan, 
wh ich i s su r e at best to be cont rove r s i a l in many r e s p e c t s . It would 
a l s o have dep lo rab l e effects later on. Not cr-iy would w e o u r s e l v e s find 
it a v e r y inconvenient precedent . It would be open to a future L a b o u r 
Gove rnment to flout the estab l i shed P a r l i a m e n t a r y p r o c e s s e s in the s a m e 
w a y , o r pe rhaps even w o r s e , and to point to the present Gove rnment a s 
the i r e x e m p l a r . 

6. T h e future, immed ia te and l o n g - t e r m , of the Nat iona l Insurance 
Scheme p resents v e r y difficult and v e r y important p r o b l e m s . Our 
dec i s ions must combine socia l g ene ros i ty with f inancial and economic good 
s ense . I be l i eve we can reach such dec i s i ons . The m o r e I think of it , 
the m o r e su r e I am that we should, with the courage of our convict ions, 
p resent our dec i s ions as a coherent who le and be p r e p a r e d to defend 
them, and enact them, by the p r o p e r constitutional p r o c e s s e s . Look ing 
both to the g e n e r a l context and to the immed ia te inf lat ionary situation, I 
s ee no good r e a s o n for a s c r a m b l e to get new rates through by C h r i s t m a s 
even if that could be done with constitutional p ropr i e ty . 

7. The p roposed i n c r e a s e of lOs". in the Nat iona l Insurance pension 
is v e r y generous - the b iggest i n c r e a s e m a d e since the p resent scheme 
w a s introduced . It is co r r e spond ing l y expens ive - not at once , but 
i n c r ea s ing l y so a s the deficit e m e r g e s . I think we can just i fy it if, but 
only if, it is a ccompan ied by three f i r m dec i s ions - to abo l i sh the 
tobacco concess ion , to have no further i n c r e a s e in this P a r l i a m e n t , and to 
b r ing in, by a l a te r B i l l in the 1957/58 s e s s i o n , a l o n g - t e r m plan which 
w i l l put the f inances of the Fund on a better b a s i s . 

8. The bes t c o u r s e for the economy wou ld be to announce a l l this 
in the late autumn, and to br ing the intermediate operat ion into effect next 
M a r c h o r A p r i l , as we p r ev i ous l y p lanned. I r ecogn i se that a 2 s . 6d. 
i n c r e a s e in Nat iona l A s s i s t a n c e cannot be put off so long, and that the 
B o a r d might w e l l w i sh to p ropose a fur ther 2s . 6d. i n c r e a s e to coincide 
with the new Nat ional Insurance ra tes in the sp r ing . If m y co l l eagues 
fee l that this p r o g r a m m e would be too t a r d y , then I think we a r e d r i ven 
to the a l te rnat ive of b r ing ing the intermediate operat ion into effect in 
late January - which cou ld be done if the B i l l is introduced and pa s sed 
e a r l y next s e s s i on - a lthough I r e cogn i s e the admin i s t ra t ive inconvenience 
wh ich this date c ause s to the M in i s t e r of Fens ions and Nat iona l Insurance . 

P . T . 

T r e a s u r y C h a m b e r s , S . W . 1 . 

27th July, 1957 


