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Summary

Since the turn of the century UK pension politics has been dominated by legislative
and regulatory efforts to increase the state’s redistributive role in the pension system.
Such developments are unexpected by the theoretical literature on welfare states. This
predicts regulatory disputes in multi-pillar pension systems, but does not expect
egalitarian reforms in liberal systems like the UK where organised labour is weak. We
explain these reforms as a product of a temporary cross-class alliance, facilitated by
a cohesive pension policy network, and formalised by an independent Pensions
Commission. The consensus was possible because the public/private nature of the
UK pension system politicised the non-state sphere, shaping the preferences of
pension policy actors, and leading business to reach a compromise agreement with
unions.

In a seminal 2001 paper on the implications of the ‘new’ politics of welfare for pension
systems, Myles and Pierson predicted that regulatory disputes about non-state
provision would dominate the post-austerity pension politics of multi-pillar systems,
like that of the UK. They identified a ‘distinctive political dynamic’ in the ‘family of
nations’ where capitalised forms of provision played a major role. Pension politics
here, they suggested, would ‘revolve around the role of government as regulator to
address problems of market failure and the uneven distribution of benefits among
plans’ (Myles and Pierson, 2001: 317).

Developments in UK pension politics at the turn of the new century seemed consistent
with these predictions. Business concerns about the cost implications of government
regulation of defined benefit occupational pensions were an important reason for their

rapid demise from the mid-1990s (Bridgen and Meyer, 2005; Meyer and Bridgen,



2012). This in turn led to a concerted re-evaluation of the system and ultimately a
reconfiguration of the public and private sector (Pensions Commission, 2004, 2005).

Yet, more unexpected with regard to Myles and Pierson’s predictions is the extent to
which this process was dominated by efforts to increase the redistributive role of the
state in the UK system. Thus, after a period beginning in the late 1980s, of public and
private retrenchment and risk individualisation (see below), from 2012 reforms
significantly increased the status of the flat-rate public pillar and extended social

regulation® of the non-state sphere, by:

e introducing a more generous, redistributive and accessible Basic State
Pension;

e quasi-mandating occupational pension contributions from all but the smallest
employers;

e establishing an independent, defined contribution pension fund (the National
Employment Savings Trust — NEST), as a ‘public option’ in the defined
contribution pension market (Benish et al., 2017)2 for lower-paid workers and

their employers (Bridgen, 2010).

These developments do not fit Pierson’s subsequent suggestion, that resistance to
individualisation processes would be weak in the UK, and other liberal archetypes
(e.g. New Zealand), because of weak labour movements, conservatives’ domination
of parliamentary politics, the attachment of employers and the middle classes to
market provision and the unorganised nature of the policy process (Pierson, 2001: 4—
10, 432-434).

So why has UK pension politics since the turn of the century been dominated by efforts
to increase the role of the state as a provider and regulator? On the basis of what
political dynamics has individualisation been reversed in the late 1980s and early
1990s? The obvious answer to the first of these questions is that, atypically, between
1997 and 2010 the Labour Party dominated Parliament (see Gelepithis, 2014). As will
be seen, this factor is certainly part of the explanation, particularly because it increased
opportunities for union influence on the policy process. Yet, we argue that relying
solely on a traditional power resources explanation is problematic. Labour was led
during this period by politicians broadly sympathetic to a Thatcherite agenda, a fact



exemplified with regard to pensions by its 1998 White Paper, A New Contract for
Welfare, which committed the Blair government to a shift in the balance of public and
private pensions from a 60/40 ratio to a 40/60 one; it resisted the unions’ agenda up
to 2002 and only relented once a more a broadly based coalition for reform developed.
Moreover, business was never merely an ‘antagonist’ during this process (Korpi,
2006); it played, instead, a consenting, even supportive role, in developing the
negotiated consensus upon which the reforms were founded (Meyer and Bridgen,
2012).

To explain these trends in UK pensions policy we thus propose a different approach
building upon the insights of three main literatures. First, we draw upon work on liberal
or liberalising welfare states which is influenced to a lesser or greater extent by
Polyani's ideas on the embedded nature of markets (2001). This emphasises the
complex public/private interactions within such welfare states, as opposed to
institutionalist theories which assume a stricter public/private divide (e.g. Leisering,
2011; Mabbett, 2011; see also Hacker, 2002). Secondly, and related to this literature,
we explain how these complex public-private interactions can affect preferences and
create the potential for cross-class alliances in such systems (Mares, 2001a; Meyer
and Bridgen, 2012). Finally, to explain how policy coordination is possible in
circumstances where interests are fragmented and unorganised, we refer to
longstanding literatures on the policy process in liberal systems. These suggest that
less formal types of political coordination than corporatism, such as policy sub-
systems or networks, can play an important consensus-building role in the policy
process in liberal regimes (e.g. Marsh and Rhodes, 1992; Marsh and Smith, 2000;
Rhodes, 1990). The UK provides a good case to illustrate these arguments because
its pension system is widely regarded as one of the closest to the liberal pension
regime archetype (Bridgen and Meyer, 2011).

The article is organised in the following way. In the next section we explain and
develop more fully our analytical framework. We then show that while the UK pension
system is consistent institutionally with the liberal ideal type, extensive public/private
interaction affects the organisation of the policy process and actors’ preferences. We
show how these pension network negotiations led to the reforms mentioned above.
The article relies for data on document analysis and a series of interviews held by the
authors with various members of the UK pensions network intermittently over the last

12 years.? It uses ‘analytical narratives’ (Bates et al., 2000) in its empirical sections to



develop its theoretical argument, i.e. we relate systematically our case to our overall

argument (see also Gourevitch and Shinn, 2005: 95).

Analytical framework

Institutionalist theories of welfare politics, whether based on the welfare regime
(Esping-Andersen, 1990) or the varieties of capitalism approach (Hall and Soskice,
2001), expect liberal systems such as the UK to be bifurcated, with capital on one side,
supportive of market provision and resistant to state provision or regulation, opposed
on the other by a weaker pro-state labour movement (Pierson, 2001). Certainly, the
varieties of capitalism framework and other work (Swenson, 2002; Mares, 2001a) has
shown that employers might sometimes be sympathetic to public welfare provision,
but this has mainly been in coordinated market economies. In this research earnings-
related welfare systems are complements of a production system reliant on workers
with firm- or industry-specific skills (Estevez Abe et al., 2001; Hall and Soskice, 2001).
In liberal market economies, general skills dominate, reducing interest in social
provision. Voluntary occupational welfare might be available, but primarily for better
paid workers (Korpi, 2006: 182). Only pressure from organised labour could lead to its
universal extension, but such mobilisation is not expected in liberal regimes (Myles
and Pierson, 2001: 331; see also Trampusch, 2007).

Business in liberal systems is thus expected to limit costs and maintain control (Mares,
2001a) and to be largely successful, given the weakness of labour. These models thus
separate public and private spheres (Goodin and Rein, 2001); the state is viewed
mainly as a provider of public benefits against employment-related risks,
unemployment, disability, illness and old age, not as the regulator of private benefits
(Mares, 2001a: 189, 190, 191, 193). Thus, changes to non-state provision, such as
reductions in benefits, are not expected to affect greatly public welfare debates; and
because they are viewed as the responsibility of individuals or market providers the
state avoids blame or credit (Bonoli, 2003; Pierson, 2001). Even if in these
unpromising circumstances policy-makers should consider an increase in public
benefits, the unorganised politics of liberal systems is regarded as a further
impediment (Martin and Swank, 2004; Swank and Martin, 2001). Only in countries with
highly centralised associations and cohesion between employers is business likely to
develop positions which go beyond the interests of individual companies and address
broader policy problems (Martin and Swank, 2004: 594; see also Martin, 2000).



On the basis of institutionalist theories, therefore, recent UK pension policy is only
explicable as the product of a temporary shift in the balance of political forces, led by
a Labour government between 1997 and 2010. Gelepithis (2014) makes such an
argument, particularly with respect to the passage of an employer mandate. She
shows how UK trade unions shifted their position on pensions in the mid-1990s,
accepting, after years of opposition, state concentration on flat-rate rather than
earnings-related provision. To protect income in retirement they campaigned instead
for employer compulsion with respect to occupational provision (Gelepithis, 2014:
141-142), and succeeded in getting this proposal on the political agenda by the early
mid-1990s using their connections with the Labour government (Gelepithis, 2014:
146).

Yet, the role of unions in the reform process can be exaggerated: employer
compulsion was certainly on the agenda from the mid-1990s, but it was repeatedly
rejected by the Blair government between 1997 and 2002, and even after this date
Labour remained cautious (see below). It was only once a more cross-class coalition

for reform was mobilised beginning in 2002 that the reform process made progress.

Pension politics in a public-private mix

Given these problems with a labour-power based explanation of recent developments,
the analytical approach should be based on a fuller acceptance of the public/private
nature of liberal pension systems. We argue that recent reforms of the UK system
were the product of a cross-class compromise facilitated by negotiations in its pension
policy network. In developing this framework below we are mainly influenced by three
approaches. First, we use Polyani’s conception of market provision as socially and
politically embedded (Polyani, 2001) to highlight the public/private nature of provision
in liberal welfare states and the impact this has on political dynamics. As has been
seen, mainstream institutionalist theories have tended to regard the public and private
sector as separate spheres; the state’s role in stimulating the market in liberal systems
has been recognised, but the extent to which public and private spheres are
intertwined has been underestimated. They therefore do not pay attention to the social
and political forces generated by this relationship. Polyani, in contrast, regarded
markets as a product of public action which regulates and frames them. Non-state
provision thus has the potential to shape political actors’ broader preferences and
coalition strategies (see also Leisering, 2011: 242—-243). Case studies on the USA and



UK are evidence of such a politics. Hacker’'s work on the USA (Hacker, 2002) for
example, highlights the scale and centrality of the private sector in the US pension
system and shows how the interrelationship between the public and private spheres
was crucial in shaping politics with major consequences for the development of both
systems (see also Stevens, 1988). Similar dynamics have been identified in the UK as
we explain below (Mabbett, 2011).

Against this background, our understanding of business preferences in liberal regimes
rests on the assumption that welfare politics will focus on the public/private mix. As
shown, for mainstream institutionalist theories the politics of liberal systems are
divided. Business is concerned about costs and control and thus resistant to the state
and supportive of market solutions; opposing it is the pro-state labour movement.
These divisions look much more fuzzy viewed through a Polyanian lens. Because the
public/private boundary is complex, business preferences are broader and more
flexible. For example, regulations affecting the cost and control of non-state provision
can encourage business to favour public provision. Meyer and Bridgen have
considered when such a shift in business preferences occurs, amending Mares’ model
of business welfare preferences (Mares, 2001a, 2001b). Mares suggested that large
firms employing workers with firm-specific skills were likely to establish occupational
provision but would favour its public replacement when the risks of their employees
increased, leading to increased demand for occupational benefits and thus higher
costs. Under these circumstances employers would trade-off the benefits of controlling
occupational provision for a wider sharing of the costs. Meyer and Bridgen argued that
state regulation had been overlooked as one of the standard risks that increase

employers' costs and reduced control (Table 1).

Table 1 about here

Meyer and Bridgen also argued that there are structural differences between the
interests of employers and insurers in occupational welfare, which need to be
disaggregated. Both are generally in favour of a small and inexpensive state and
private sector voluntarism; they will tend to reject measures that reduce their control,
particularly if these drive up their costs and reduce profitability. However, unlike
employers, insurers’ dominant social policy preferences stem not from the

skill/risk/control trade-offs made at the company level but from their role as providers



of private welfare in a broad, heterogeneous market. Insurers’ concern in this respect
is the maintenance of such a market at the lowest possible risk. This requirement can,
as will be seen, lead them to adopt quite different positions on state provision and
regulation from employers

Finally, the conceptualisation of liberal welfare politics as the politics of a public/private
mix also affects our understanding of coordinating processes in such systems. As
shown, according to mainstream institutionalist theories, shared cross-class views are
rare in liberal systems, and where they exist the absence of formal corporatist
institutions makes coordination difficult (Martin, 2000). However, such work fails fully
‘to capture the range of patterns of interest intermediation and state-societal linkages’
(Skogstad, 2005: 4; see also Richardson and Jordan, 1979) in advanced capitalist
societies. Less formal types of political coordination, such as policy sub-systems or
networks, are capable of playing a consensus-building role in liberal regimes (e.g.
Marsh and Rhodes, 1992). Indeed, the governance literature (for a review see
Rhodes, 1997) shows how policy networks and sub-systems have become important
as public/private interaction has increased and as states seek to achieve goals through
bargains with — and the regulation of — non-state agencies (see also Bridgen and
Meyer, 2005; Hacker, 2002; Leisering, 2003). States need the expertise of private
actors, so encourage their cooperation in policy-making (Rhodes, 1997), while
employers who act collectively will maximise their lobbying potential. Channels for
coordination thus facilitate solutions of shared policy problems. This process can be
further encouraged by ‘policy experts’ in the network, who adopt a problem-solving
perspective rather than acting purely according to the interests of their institution
(Martin, 1995). In the following section we show the advantages of this analytical
framework over traditional institutionalist theories when analysing the development of
UK pension institutions and the policy process since the 1970s.

The UK’s pension system as a liberal public/private mix

The British pension system at the turn of the century displayed all the main features
expected in a liberal type (Esping-Andersen, 1990: 50, 70; Pierson, 2001). It offered
largely flat-rate public contributory benefits, with quite strict entittement conditions
below the poverty threshold, and mature voluntary occupational, defined benefit
pensions, managed solely by companies and supplemented recently by defined
contribution pensions operated either by companies or by individuals. A brief social



democratic interlude saw the introduction of an earnings-related pension (SERPS) in
the mid-1970s. However, employees with occupational provision were allowed to
contract out of this additional state provision and it was substantially retrenched in the
1980s before it had had time to mature (Timmins, 1995: 402—403). Thus, public
pension levels declined from 1975 to 1999, with means-testing playing an ever-
increasing role. While state provision was increased for low earners and carers during
this time (in 1999, 2000, 2002, 2007; Meyer and Bridgen, 2012: 270), overall Britain
continued to have one of the lowest public pension levels in the OECD (OECD, 2005:
23, 49).

Market provision was dominated by occupational pensions which had grown
voluntarily on a company-by-company basis. In an archetypal liberal regime access to
this type of provision would be restricted, because of union weaknesses or because
few firms would have labour requirements associated with occupational welfare. The
coverage of occupational pensions in Britain has largely fitted this model although
coverage did rise to around 50 per cent in the mid-1960s, largely because it was near-
universal in the public sector (Russell, 1991). Yet, in the private sector, by the end of
the 20th century only just under 30 per cent of the private sector workforce were
covered (Pensions Commission, 2004: 82—83) with large employers most likely to offer
schemes. The insurance industry has always played a major role in the occupational
system, as administrator, particularly of smaller company schemes which often
function like insurance policies, or as fund managers, particularly through the
operation of managed funds (Blake, 2003). It has also driven the growth of the defined
contribution personal pensions market. This developed initially for the self-employed
but expanded with rising prosperity, and, as a consequence of government
encouragement in the 1980s (see below) its share of total pension assets increased
from 12 to 20 per cent between 1988 and 1995 (HM Treasury, 2002).

Yet, while the limited role of the state and large role for the market in pension provision
in the UK made its system consistent with the liberal ideal type, public and private
elements became increasingly intertwined after the 1970s, contrary to the
assumptions of mainstream institutionalist theories. Regulation of occupational
pensions began in the late 1950s, when employees were first allowed to contract out
of state insurance and into occupational provision, but it accelerated in the early
1970s, slowly converting the occupational pension sector into a surrogate welfare
state. The development of this public/private mix was the product initially of a cross-



class coalition between the insurance industry and public sector unions (well-served
for defined benefit occupational provision), which was formed to oppose the type of
encompassing state scheme introduced in Sweden and Germany and envisaged by
leftist Labour politicians (Baldwin, 1990; Pemberton, 2012; Oude Nijhuis, 2015).
Instead, the smaller SERPs scheme introduced in 1975 entrenched more regulated
occupational provision (Blake, 2000). Thus, for example, from 1975 occupational
pension providers had to offer a Guaranteed Minimum Pension no less generous on
first payment than that of the state scheme. Regulation further increased during the
Conservatives’ retrenchment period as part of a ‘layering’ strategy (Mabbett, 2011;
Streeck and Thelen, 2005). Fearing their emasculation of SERPS would be politically
unacceptable, the Conservatives introduced, for example, compulsory indexing of
defined benefit occupational provision (Timmins, 1995: 402; for more details see
Meyer and Bridgen, 2012). In the late 1980s the Conservatives went a step further,
seeking to individualise more fully the non-state sphere by encouraging the growth of
personal defined contribution pensions. Thus, employees were given the option of
using personal as well as occupational defined benefit pensions to contract out from
state provision with national insurance rebates as an incentive (Timmins, 1995: 402—
403). These developments generated a self-reinforcing logic of regulation (Myles and
Pierson, 2001: 317): because non-state provision was a significant tax-subsidised
supplement to state benefits, the state had to ensure its viability, particularly in the
face of negative externalities such as financial impropriety of companies and insurers
(also Hacker, 2002: 122-123, 149-153; Levy, 2006: 372; Mabbett, 2011). Under the
Labour government from 1997, for example, a Pension Protection Fund was
established to provide compensation in case of scheme insolvency. Similar
developments occurred in the personal pension sector, particularly when the
insurance industry ‘mis-sold’ personal defined contribution pensions in the 1990s as a
better alternative to occupational defined benefit provision (Waine, 1995).*

In summary, then, while Britain has all the classic institutional features of a liberal
pension regime, its public and private spheres are closely intertwined. Consistent with
Polyani’s notion of embedded markets, the state regulation of non-state provision,
ongoing since the 1970s, has politicised the non-state sector. In the following we see
how this process has affected the organisation of pension politics and the preferences
of the main policy actors, leading to a cross-class alliance on reform.



The public/private mix and the organisation of UK pensions politics

Organisationally, the non-state sector has developed political influence through a
tightly knit pensions policy network. This emerged to a considerable extent because
the state needed to manage the extensive regulatory framework discussed in the
previous sector, and therefore relied on coordination and consultation (see below)
(Pemberton et al., 2006; Bridgen and Meyer, 2005).

Membership of this network remained relatively consistent over time. The Treasury
and the Department of Work and Pensions and its predecessors were the major
players within government. Outside government, the most influential private actors
were the largest organisations representing the private pensions industry and
employers: the Confederation of British Industry (CBI); the National Association of
Pension Funds (NAPF); and the Association of British Insurers (ABI). The involvement
of trade unions was less direct, but the Blair government facilitated greater contacts
between the TUC and the network from 2002. Of the representatives of business in
this network, the National Association of Pension Funds (NAPF — now known as the
Pensions and Lifetime Savings Association (PLSA)) was the biggest organisation of
pension funds in Britain (Work and Pensions Committee, 2006: 296). It acted on behalf
of large employers who voluntarily sponsor pension schemes and of companies
providing services to pension funds (e.g. actuaries; plsa.co.uk/Membership.aspx;
Interview B). Its interests were the most homogeneous of the three organisations. The
CBI was the biggest employers’ organisation and because it represented general
business interests, pensions were much less central than they were for the NAPF,;
moreover, of all CBI members, small and large employers, only some had an interest
in this area (Interview A, D). The ABI was the umbrella organisation of the insurance
industry, representing those involved in selling and administering defined contribution
schemes (Interview A). Thus, the ABI spoke on behalf of those whose main business
interest was to sell and ensure the profitability of insurance products.

Our interviews show the cohesiveness of the UK pensions policy network. All three
business organisations maintained strong connections with government and with each
other. Thus, the ABI, NAPF and CBI experts described their relationship with
government as ‘close’ (Interviews A, B and C) involving frequent meetings and
conversations. The relationship was one of inter-dependence according to the NAPF,
CBI and ABI experts: the DWP needed them as much as they needed the DWP,
because of the lack of expert knowledge within the administration (Interview B).

10



These contacts were strengthened by personal links, which developed first because
the British pensions policy network was a very ‘small world’ of actors concentrated in
close proximity to each other (Interview D); and secondly because of inter-
organisational movement by policy experts: * ... the average person working on policy
for the ABI is an ex-civil servant ... [| was] from the Westminster policy making world,
not a hard-bitten insurance company’. This type of movement between
organisations facilitates communications between them, enabling knowledge transfer
and sometimes, like the company-based experts identified by Martin (1995) in the
USA, opening their institutions to broader policy agendas. There were also regular
meetings of all main stakeholders, organised by, for example the Department for Work
and Pensions, and the Pensions Policy Institute, an independent think tank (Interview
A, B and C). These meetings created constant opportunities for exchange and
discussions.
In summary, the political dynamics in the UK's liberal pension system at the beginning
of the millennium cannot be properly understood without reference to the public/private
nature of this system, and the coordination of the policy process through the UK
pensions network. It was on the basis of these political dynamics that the main policy
actors negotiated a significant reform in the early 2000s, in response to a growing
perception from the late 1990s that the UK’s public/private system was in crisis. Before
outlining this process, it is important to summarise the dimensions of the pensions

crisis it sought to address.

The UK pensions crisis in the late 1990s

The political left had long believed that the UK pensions system was in a state of crisis
because it had failed to provide adequate income or poverty protection for retirees (on
relative poverty among pensioners in the late 1990s see Evandrou and Falkingham,
2005: 168). To alleviate poverty, the Blair government increased means-tested
benefits and used other targeted public provision. It reversed a long-term Labour
commitment to rebuild SERPs and re-establish the earnings link for basic state
pension up-rating. Instead, SERPs was renamed ‘State Second Pension’ (S2P), and
made more redistributive towards lower-paid workers as a prelude to becoming a flat-
rate benefit (Agulnik, 1999). At the same time, tentative regulatory measures were
made to shore up the employer’s role in income protection. Thus, companies were

required to guarantee workers access to a personal pension while insurance
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companies were encouraged to offer ‘Stakeholder’ pensions to serve this potential
new market (DWP, 1998). These were largely ‘pure’ defined contribution pensions with
no regulated guarantees on rates of return, but charges for Stakeholders were pegged,
initially to 1 per cent, and after industry pressure to 1.5 per cent.” The TUC, led at this
time by New Labour sympathisers, generally accepted this approach but also pressed
(unsuccessfully) for greater employer commitment to occupational provision in the
form of an employer mandate amounting to 10 per cent of salary (Gelepithis, 2014:
141).

The Blair government’s approach reduced poverty rates in the early 2000s (DWP,
2015: 68), but the desired expansion of personal pensions did not happen (ABI, 2003).
Doubts rose about savings incentives given the increasing level of means-testing.
Moreover, broader pension insecurities started to surface as ever larger numbers of
companies began closing their defined benefit schemes to new members (Bridgen
and Meyer, 2005). It was these latter developments in particular which began to
generate a more general sense of crisis. It was becoming clear across all parts of the

pensions policy network that the UK'’s public/private mix had become incoherent.

Negotiating a policy consensus through the UK pensions policy network

The perception that the UK pensions system was in crisis forced the government to
act (Interview B). It established an independent Pensions Commission with the remit
to investigate a move ‘beyond the current voluntarist approach’ in private saving
(DWP, 2002: 5). However, while this was a partial concession to the TUC’s emphasis
on compulsion, the government remained primarily focused at this stage on individual
savings, not an employer mandate (Gelepithis 2014: 142; Tempest, 2005).

Chaired by Adair Turner, a former CBI director general, the Pensions Commission also
included a well-regarded moderate trade unionist, Jeannie Drake, and a London
School of Economics professor with connections to the Labour Party, John Hills. The
establishment of this Commission mobilised activity in the pensions policy network and
it played a facilitating role in the negotiations that were to follow, particularly by
establishing a trusted line of communication between business and the unions
(Interview C; see below). However, much of the coordinating effort that ultimately
generated a consensus on reform took place in and between the three business peak
organisations. This process generated a largely unified business position on reform,
which was acceptable to the unions. In the analytical narrative below we show how
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the preferences of the three main business organisations were shaped by the
public/private nature of the UK system; and how the policy network coordinated the
preferences of the various policy actors, facilitating the cross-class agreement about

the reforms required to address the pensions crisis.

Intra-organisational mediation

At the level of intra-organisation mediation, all three organisations first sought to
establish an agreed position between the different views within their organisation. In
all three this process was influenced by policy experts who sought to mediate between
the positions within the organisation and between these and the broader policy debate.
This approach went furthest in the NAPF (Interview A). Here a senior policy expert
directed the organisation to support a significant reform of the public pension in 2002,
the introduction of a ‘citizens’ pension set at the poverty level (i.e. about 22 per cent
of national average earnings), which was to rise in line with earnings (NAPF, 20023,
2005). The reform aimed to simplify the regulatory regime and reduce the costs for
employers as social policy players. Employers in the NAPF were prepared to put aside
their suspicion of state provision in return for a policy consensus they believed would
give them greater freedom in the non-state sphere (NAPF, 2002b, 2006; Interview A).
The NAPF’s approach to compulsory employer contributions was more vague. Such
a policy would obviously increase regulation of occupational provision, which they
wanted to reduce. However, most NAPF members had pension funds and thus already
paid pension contributions, and the organisation was not ideologically opposed to the
idea, having proposed greater compulsion in the mid-1990s, albeit mainly for higher
earners (Gelepithis, 2014: 140). Consequently, as the policy process proceeded the
NAPF was willing to compromise on this issue (Interview A).

Among policy experts at the ABI, there was general sympathy with the NAPF’s position
on the need for more generous public provision, if not for the idea of a ‘citizens’ pension
(Interview B). Their reasons reflected the structural interests of the insurance industry.
First, the ABI favoured a higher state pension because existing policies had involved
the growth of means-testing. This dampened savings incentives, reduced business,
and complicated the system, raising concerns about ‘misselling’ (Guha et al., 2002).
In addition, the insurance industry had misgivings about Labour’s ‘Stakeholder’ reform,
most particularly the prospect of being forced to take unprofitable business.
‘Stakeholder’ pensions were targeted on lower-waged individuals, paying low
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contributions often intermittently. Insurance companies feared fixed charge levels for
this business would not cover their risks and costs. Thus, from a different structural
starting point the ABI reached a similar conclusion to the NAPF on the public pension:
improved public provision was better than a regulated non-state sphere which was
hampering companies’ business interests.

On employer compulsion the ABI was more positive than the NAPF, but opinions were
divided. Some members supported it because it had the potential to increase
insurance companies’ business and improve the profitability of savings by lower-
waged individuals (i.e. by ensuring persistence of savings). Other members were
concerned it would simply generate a large number of small pension pots, creating
management difficulties for insurance companies. Eventually, a cautious agreement
was ‘thrashed out’ in the ABI's pension savings committee in 2003 which only
committed the organisation to support compulsion should savings incentives fail (ABI,
2003). However, like the NAPF’s attitude to compulsion, this position shifted as
negotiations continued (Interview A), and by 2006 the ABI had moved towards a more
categorical supportive position (ABI, 2006).

In comparison with the other two business members of the pensions policy network,
the CBI responded more slowly to the policy dynamics unleashed by the pensions
crisis. It finally entered the negotiations in 2004, realising that a policy consensus was
developing which challenged its interests. Its policy expert told us: ‘It was clear that
the Pensions Commission would end in a messy compromise ... we tried to make its
conclusions the best messy compromise for [our members] (Interview C). The CBI
thus adopted a damage-limitation approach, adjusting its position to reflect the
emerging consensus among the other business organisations, accepting this would
inevitably involve some degree of compromise of its preferred positions. To ensure
broad support from its members for this approach the CBI first established a broadly
based strategy group with strong input from small and medium-sized businesses,
whose members did not generally provide occupational benefits and whose interests
differed from the larger companies (Interview C). On the basis of this approach, and
given developments elsewhere in the policy network, the CBI was able to reach a
position quite easily on the public pension. It supported a significant increase in the
state’s role: the Basic State Pension should be raised at least to the level of the means-
tested benefit, a step to be partly financed by an increase in the state pension age to
70 between 2020 and 2030 and partly by tax increases (CBI, 2004). Like the other two
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business organisations, therefore, the CBI preferred an increased role for the state to
continued regulation of non-state provision. The additional cost would be low for
employers; it would be shared between capital and ordinary taxpayers, and partially
be offset by a rise in the state pension age.

However, unlike the NAPF and ABI, the CBI’s support for a higher state pension was
also determined by its categorical opposition to compulsory employer contributions
(CBI, 2004, 2006). This was stronger than that of the NAPF and ABI because the CBI
represented the interests of more small and medium-sized companies (CBI, 2002).
Yet, notwithstanding this strong public opposition, within the pension network’s
negotiating process the CBI’'s position was more flexible (Interviews B and C). This
was not least because some of the organisation’s larger members, especially in skilled
engineering trades, favoured compulsory employer provision on the basis that some
employers were shifting the costs and burdens onto others (EEF, 2005; see Swenson,
2002). The CBI also recognised that the actions of companies in closing defined
benefit plans were perceived by many to be the most important aspect of the pensions
crisis (CBI, 2004). In the face of these issues, the organisation compromised. On the
CBI’'s changing position, one member of the pension network said: ‘they probably
became more mature in terms of their overall views as time went on; once they began
to realise the way things were going, they modified ... they wanted a voice on pensions
[so] they could not simply say we won'’t do anything at all, and became more nuanced’
(Interview B).

Inter-organisational coordination

None of the main organisations negotiated their intra-organisational positions in
isolation. Policy experts were mediating between the interests of their members and
those of the other two organisations and government. The agreements represented
the different interests in the organisation but they were also framed in relation to policy
debate at the time. Mediation occurred first on the basis of systematic communication
between the three organisations. Joint strategies were not formally agreed and interest
differences remained, but through regular contacts all actors were informed about the
intentions of other actors (Interviews A, D) and acknowledged in the interviews that
their contacts with the other organisations influenced their decision-making. Secondly,
coordination was eased by the inter-personal and inter-organisational connections

among the policy experts of the various organisations. These encouraged them to take
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an overarching position on the pensions crisis as a problem of public policy, not just
one affecting the narrow interests of their organisation (see Martin, 1995). Thus, one
ABI official told us: “ ... one of the things that helped with consensus ... look at x’s
personal career, x is gone from TUC to the ABI to the NAPF ... x was probably
important in sometimes rowing the industry back a bit, and making it like a big tent ...".
As has been seen, such inter-organisational biographies were typical for many of the
policy experts working in the pensions policy network.

At the very least, on the basis of these contacts all three business organisations
agreed that the state had gone too far by expecting the private sector to engage even
more in pensions, while not considering an increase in public benefits (Interview B).
To the pensions expert at the CBI, raising the state pension was an idea that gained
‘credence’ within the pensions policy network in 2002 (Interview C).

On compulsory employer contributions, there was initially less agreement. However, it
became clear throughout the negotiating process that without concessions on this
matter, little progress could be expected in the other areas of dispute. This was a mark
of the TUC’s success in entrenching itself more centrally in the policy process through
its connections with the Blair government and (through Jeannie Drake) the Pensions
Commission. A negotiated consensus, it was clear, had also to be acceptable to the
unions. The NAPF and ABI recognised the need for a cross-class agreement from a
fairly early stage, the CBIl was eased towards this path by its contacts with the
Pensions Commission. They were kept closely informed of the developing ideas of the
Commission's chair, Adair Turner, a former director general of the CBI, and according
to the CBI’s pension expert they had a ‘very good relationship with the [Commission’s]
secretariat’. On this basis the Pensions Commission was able to ‘put something
between the two groups’ that was acceptable to both sides (i.e. the employers’ groups
and the unions) (Interview C). Thus, while the CBI made clear, once the Commission
had reported, that ‘{[m]any CBI members, including the vast majority of smaller firms,
continue to oppose [employer compulsion]’ it ‘accept[ed] that the government [was]
committed to taking forward this policy’ (DWP, 2006). Notwithstanding this concession,
the CBI was satisfied that the proposed mandate was only to be triggered on the basis
of auto-enrolment, that it would be delayed until 2012, and that it would be introduced
on a transitional basis up to a level of 3 per cent, considerably below the 10 per cent
favoured by the TUC. Moreover, employers’ rights to close their defined benefit
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schemes to new and, as was increasingly common, existing members remained
untouched.

In summary, the case study shows that the preferences of the representatives of
business were shaped by the politicised nature of the private pension system. This is
consistent with the expectations of scholars of social regulation influenced by Polyani.
To avert further state intervention in non-state provision the three business
organisations favoured increased public provision. The case also shows stronger
policy coordination in a liberal pension system than would be expected in the
institutionalist literature, instead confirming the assumptions of the governance
literature: through peak organisations, regular contacts with government and with each
other business established robust channels of communication. On the basis of this
network and negotiations the Pensions Commission was able to propose in 2005 a
reform which most actors supported, and which made possible the legislation of 2007
and 2008.

Discussion

This article has shown how a significant increase in the role of the state as benefit
provider and regulator in the UK’s liberal pension system was achieved between 2002
and 2012. Institutionalist theories would not have expected such a result. The
development was supported by the greater involvement of the unions in the UK
pension policy network during this period, but it was not primarily a product of their
increased influence during the Labour government of 1997-2010 (Gelepithis, 2014).
Rather, the development of a cross-class consensus in favour of reform was more
important, facilitated by negotiations in this pension policy network, and formalised by
an independent Pensions Commission. The consensus was possible because the
public/private nature of the UK pension system shaped the preferences of pension
policy actors and the policy process. The peak organisations of business wanted to
reduce the impact of regulation by increasing the role of public provision; to secure
agreement they were prepared to concede the trade unions’ demand for a quasi-
employer mandate. Despite divergent interests and organisational plurality, a policy
proposal was negotiated in a cohesive informal pensions policy network, informed by
the inter-organisational perspectives of the policy experts who populated it. We expect
that many of the dynamics of this case can also be found in other liberal systems.
Evidence is emerging on this (Gelepithis, 2014), but more research is needed.
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Policy developments in the years after the reforms described in this case study
suggest that the consensus developed between 2003 and 2007 had a longer lasting
impact. Despite Labour’s loss of power in 2010, no serious consideration has been
given to reversing them. Indeed, between 2010 and 2015 the Conservative/Liberal
Democrat coalition government improved the generosity of public pension up-rating
and considered (unsuccessfully) further measures to collectivise the non-state sphere,
in light of the continuation and acceleration of companies’ shift away from defined
benefit pensions. Certainly, the Conservatives retain a strong interest in
individualisation, made manifest by the 2014 liberalisation of the annuities market and
introduction of lifetime tax-free savings (lifetime ISSAs). These changes conflict with
the more collectivist policy direction pursued since 2002, and may again make the
system incoherent, but there remains strong resistance to any general unravelling of

the policy compromise so painstakingly negotiated in the early 2000s.
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Tables:

Table 1 Determinants of employers’ social policy preference, our
addition to Mares's model (Mares, 2001a; and Meyer and Bridgen,
2012).

High/Large  Low/Small
Firm specific skills firm benefits state benefits
Size of company firm benefits ~ state benefits
Importance of control firm benefits state benefits
Risk incidence state benefits  firm benefits
unemployment
old age
disability
sickness
state regulation
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Notes

' We use ‘social regulation here to distinguish between state regulation of markets to
promote consumer choice and market access (i.e. the regulatory state, see for example,
Majone, 1994) and ‘social regulation’ of private activity to provide or ensure access to social
protection (i.e. the regulatory welfare state, see for example Leisering and Mabbett, 2011).

* As Benish et al. (2017) suggest, NEST is an example of a regulatory welfare state strategy
that has largely been overlooked in the theoretical literature: this strategy allows ‘the state to
play an active role in initiating a new public service to address a social problem - thus
countering the general trend towards privatisation ...[but] is designed to operate within a
market environment and to pay for itself financially with no significant public tax-based
funding’ (Benish et al., 2017: 327).

* We conducted 1-1.5 hour interviews with senior pension experts from the main employers’
organisations — the Association of British Insurers (ABI) (interview A), the National
Association of Pension Funds (NAPF- now known as the Pensions and Lifetime Savings
Association (PLSA) (interview B), the Pensions Policy Institute (interview C) and the
Confederation of British Industry (CBI) (interview D) — and other key actors in the network.
* Europeanisation and international accountancy regulators imposed further costs on
employers (Cichowski, 2004; Mazey, 1998; see also Bridgen and Meyer, 2011).

> In the de-cumulation phase, pensioners could take up to 25 per cent of their pension pot as a
tax-free lump sum; the rest had to be converted into an annuity within 10 years.
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