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This excellent comparison of the pension systems in post-war Britain
and the Federal republic of Germany provides a milestone in the his-
toriography of social policy. it succeeds in explaining the contrasting
concepts of social justice underpinning British and German pension
arrangements, details the role of welfare institutions in shaping
them, and assesses their impact on social inequality—a topic that has
generated a considerable amount of interest in Britain and is begin-
ning to rise on the political agenda in Germany. several prominent
studies of worsening inequality, including Thomas picketty’s inter-
national bestseller Capital in the Twenty-First Century and Danny Dor -
ling’s Inequality and the 1%, have focused on the renewed concentra-
tion of wealth among a small socio-economic elite in recent decades.
By directing his attention to provisions for old age, Torp analyses
material trends among far larger groups, including numerous people
living at the lower end of the social spectrum. Beyond contributing to
the history of social policy, this study significantly enhances our
understanding of how inequality has developed since the middle of
the twentieth century.

The British state pension system gained its defining features dur-
ing the second World War in the wake of the famous report by the
Committee on social insurance and Allied services under William
Beveridge’s leadership in 1942. Aiming to alleviate widespread
poverty among old people, many of whom had to rely on meagre
means-tested benefits for survival, the labour government intro-
duced a new state pension in 1946, which more than doubled week-
ly payments to 26 shillings for single retirees and 42 shillings for cou-
ples. By offering pensioners a flat, standardized benefit irrespective
of their previous income, the new law expressed an ideal of social
justice emphasizing equality of treatment, which met with wide-
spread support among British contemporaries. Despite enhanced
benefit levels, the new state pensions only partially succeeded in
reducing poverty among the old for several reasons. national
insurance contributions were kept at low levels to render them
affordable for people on low incomes. While this strategic decision
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ensured a wide social reach for the scheme, it gave the state pension
system weak financial foundations and ruled out more generous ben-
efits. Moreover, policymakers intentionally designed the pension to
provide basic subsistence level rather than material comfort in old
age, not least to encourage employees to make private arrangements
for retirement, for instance, by joining company pension schemes.
old-age poverty also persisted because the British state pension rose
in line with inflation rather than wages and salaries during the 1950s
and 1960s. This form of indexation resulted in a widening financial
gap between state pensioners and the working population, which
experienced significant rises in wages and salaries into the 1970s. To
be sure, skilled workers and white-collar employees benefited from
an expansion of company pension schemes that complemented the
state pension. unskilled workers on low incomes, however, fre-
quently did not have access to these private pension plans or could
not afford them. And finally, women, many of whom spent substan-
tial parts of their lives performing unpaid domestic roles, faced a par-
ticularly high risk of poverty in old age because of intermittent
employment histories that granted them only severely truncated
pension payments. When social scientists forcefully drew attention to
persistent and pervasive poverty in Britain in the mid 1960s, they
emphasized the deprivation of millions of pensioners on means-test-
ed benefits.

only in 1975 did the labour administration under Harold Wilson
overcome resistance from the Conservative party, the private insur-
ance sector, and trade unions to introduce a second state pension,
which offered a payment linked to an employee’s previous income
(state earnings-related income scheme, or serps). serps was
intentionally calculated on the basis of a comparatively low number
of years in employment to ensure women with uneven trajectories in
paid employment would profit from labour’s pension reform. And
finally, the new pension framework linked state pensions to rises in
income rather than inflation to prevent a widening material gap
between pensioners and the working population. serps and the new
indexation, however, did little to alleviate social inequalities because
the Thatcher government reversed labour’s changes in pension pol-
icy. The renewed decision to raise pensions in line with inflation
(rather than incomes) from 1980 meant that a single pensioner
received £61.15 rather than £80 per week in the mid 1990s. in 1986 the



Conservative administration also significantly reduced the value of
serps and encouraged the working population to rely on private
pensions for their retirement planning. The consequences of Con -
servative pension policies were dramatic. By 1994, more than 3 mil-
lion (or about 30 per cent of) Britons over the age of 60 were entitled
to means-tested benefits to prevent them from sinking into serious
poverty. Women, low-skilled men, and members of ethnic minorities
were particularly likely to live extremely materially constricted lives
in old age. Torp shows impressively how pension arrangements
fuelled a wider trend towards income inequality in the 1980s and
1990s that has turned Britain into the most socially polarized country
in Western europe by a wide margin. The redistributive policies of
new labour governments under Blair and Brown managed to halt
this development, not least by enhancing the incomes of the aged,
but income inequality remains at markedly high levels in the uk.
Despite a consensus between labour and the Conservatives to boost
state pensions in recent years, the outlook for the growing number of
future retirees in the uk is not rosy, not least since private pensions
have significantly eroded since the mid 1990s.

since the pension reform overseen by Adenauer in 1957, the
Federal republic has followed a markedly different path. To fund a
costly retirement scheme in a country that possessed no state pension
funds after two disastrous wars, politicians drew on the contribu-
tions of the working population to pay for an insurance scheme for
the aged. The West German pension system, thus, rested on a much-
vaunted ‘contract between the generations’, an arrangement that
stipulates an intergenerational redistribution of material re sources.
in contrast to the uniform rate paid to retirees by the British state,
West Germany offered state pensions linked to a person’s previous
salary level. Beyond eradicating widespread poverty among the old,
this approach aimed to reflect the social status individuals had
reached during their working lives. rather than an ideal of justice
based on equality, the West German pension system embraced an
ideal of justice based on achievement (Leistungs ge recht igkeit). irre -
spective of their in-built dimension of income inequality, West Ger -
man pension arrangements proved effective in reducing poverty in
old age. unlike in Britain, in West Germany pensions rose in line
with the incomes of the working population, which ensured that dur-
ing the substantial wage and salary gains of the late 1950s and mid
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1970s, retirees profited from the ‘economic miracle’. Moreover, the
German state pension system commanded far larger resources than
its British counterpart, because employees in West Germany paid
higher shares of their income into the state retirement scheme than in
the uk. As result, German state pensions proved more generous not
just for the comfortable middle class (who could boost retirement
incomes through private schemes) but also for retirees at the lower
end of the social spectrum. 

West Germans regarded their pension arrangement as a major
political success, extending its coverage to wider groups and pre-
serving it throughout the less auspicious economic circumstances
after the mid 1970s. indeed, the state pension system reached its apex
with German re-unification, when the Federal republic extended its
scheme to the former east. This manoeuvre ensured that east
German pensioners enjoyed substantial rises in income, but also
brought the system close to collapse. Beyond rising longevity, early
retirement schemes that compensated for mass redundancies in the
West and east resulted in spiralling costs that generated calls for a
fundamental reform. Amid high unemployment, a falling share of
exports markets, and concern about an aging society around the mil-
lennium, the red–Green government of schröder and Fischer faced
enormous national and international pressure to restore German
competitiveness through cuts in the welfare sector. As part of a wider
drive for competitiveness, the administration reduced the future
value of the general state pension, launched an additional state-sub-
sidized savings scheme (Riester-Rente), and encouraged the working
population to invest in private pensions. in a nation that has wit-
nessed a general rise in income inequality since the 1990s, this ‘multi-
pillared’ approach to pension provision does not bode well for the
majority, since the Riester-Rente and private pension schemes rely on
returns on capital markets that have proved to be extremely unstable
since the dot.com bubble burst in the early millennium.

Torp concludes on a rather gloomy note for future retirees in
Britain and Germany. irrespective of their differing post-war trajec-
tories, both countries’ pension systems place much responsibility for
retirement provision on the individual rather than the state. Future
retirees also find themselves exposed to the vagaries of financial mar-
kets in which their savings for old age are invested. As a result, it is
no longer possible to speak of substantial parts of the pension system
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as a form of social security. The book’s sobering end, however,
should stop no one from picking it up. Torp situates his primary
research in a broad body of quantitative and qualitative work by his-
torians and social scientists to fashion an authoritative account full of
insights and food for thought far beyond the issue of pensions. each
chapter includes treatments of general income inequality, many of
which are worth reading on their own because they detail indicators
including financial factors, residential conditions, health, life
expectancy, and indicators of social exclusion. This reviewer, for one,
has not encountered a better outline of social inequality in Britain
under the Thatcher and Major governments than that offered here.
one can only hope that this book will soon be translated into english
because it deserves to inform discussions of contemporary history in
both the countries studied. 
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