
UNREVISED PROOF COPY  Ev 6 

HOUSE OF LORDS 

MINUTES OF EVIDENCE 

TAKEN BEFORE 

THE SELECT COMMITTEE ON THE EUROPEAN UNION 

(SUB-COMMITTEE G) 

 
EQUAL GENDER ACCESS TO GOODS AND SERVICES  

 
 

WEDNESDAY 16 JUNE 2004 

RUTH KELLY MP, MR MATTHEW FIELD and MR BRIAN GARCIA 

Evidence heard in Public Questions 310 - 339 
 

 

USE OF THE TRANSCRIPT 

1. This is an uncorrected transcript of evidence taken in public and reported to the House.
The transcript has been placed on the internet on the authority of the Committee. 
 

2. Any public use of, or reference to, the contents should make clear that neither
witnesses nor Members have had the opportunity to correct the record. The transcript is
not yet an approved formal record of these proceedings. 
 

3. Members who receive this for the purpose of correcting questions addressed by them to
witnesses are asked to send corrections to the Clerk to the Committee. 
 

4. Prospective witnesses may receive this in preparation for any written or oral evidence
they may in due course give to the Committee. 

 



2 

WEDNESDAY 16 JUNE 2004 

________________ 

Present 

Colwyn, L 
Greengross, B 
Harrison, L 
Howarth of Breckland, B 
Massey of Darwen, B 
Williamson of Horton, L (Chairman) 
________________ 

Witnesses:  Ruth Kelly, a Member of the House of Commons, Financial Secretary to the 

Treasury, Mr Matthew Field, Savings and Investment Products Branch, and 

Mr Brian Garcia, General Insurance, Mutuals and Inclusion Branch, Financial Regulation 

and Industry Directorate, HM Treasury, examined. 

Q310  Chairman: Welcome, Minister.  We are very pleased to have you come along.  

I believe that you are accompanied by Matthew Field, who has been to see us before.  It is 

nice to have the big guns.  We like the Government’s view from the Government itself.  The 

inquiry is making reasonable progress here and we are very glad to have the opportunity to 

put some questions to you.  There are just some practical points.  First of all, it is being 

recorded and may be broadcast.  So not only what you say but even your asides may be heard.  

Secondly, you will get a transcript in the normal way, to correct and to send back as soon as 

you reasonably can.  The last point I always make is that you are now in the House of Lords 

part of the building.  The acoustics are terrible, and it would therefore help us all if you could 

keep your voice up a bit.  Did you want to make any statement at the beginning? 

Ruth Kelly: Yes.  Shall I say a few words as an introduction to the Committee? 

Q311  Chairman: Yes, please. 
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Ruth Kelly: First of all, thank you for inviting me.  I am very pleased to be here with you 

today.  As Financial Secretary to the Treasury I have liaised very closely with my colleagues, 

particularly Patricia Hewitt at Trade and Industry, and also Jacqui Smith, since the draft Equal 

Treatment Directive was published in November last year.  With others who have given 

evidence in this inquiry, I would like to underline that the Government supports the extension 

by the European Commission of the principle of equal treatment between men and women, 

taking it beyond the sphere of employment and into goods and services.  The Government 

welcomed this draft Directive when it was first published, saying that we were proud of our 

record in outlawing sex discrimination in employment and in goods and services.  My 

particular responsibility is the financial services industry, its consumers and its regulation.  As 

Patricia Hewitt said when the Directive was first published, we have the advantage of being 

able to offer the experience of solid and successful legislation that has satisfied both 

consumers and industry in regard to insurance products.  The Sex Discrimination Act has 

upheld the rights of women and men to fair treatment for nearly 30 years, including in the 

financial services industry.  This Directive provides the opportunity to extend this protection 

to citizens of countries elsewhere in the European Union.  The Directive is, as you well know, 

still subject to negotiation and the outcome with respect to Article 4 is not yet decided.  So 

this Committee’s inquiry is therefore very timely and, on that note, I am very happy to answer 

your questions.  First, however, maybe my colleagues should introduce themselves.  I believe 

that Matthew is well known to you. 

Mr Field: “Well known” – I am not sure! – but thank you for inviting me back.  My name is 

Matthew Field.  I work at HM Treasury and I deal with life assurance issues. 

Mr Garcia: My name is Brian Garcia.  I work at the Treasury on general insurance issues. 

Q312  Chairman: Thank you for your introduction and for introducing your colleagues.  In 

the evidence and the various written memoranda that we have already had there has been a 
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fairly heavy concentration on Article 4.  In due course it may change, but at the moment we 

have a text in Article 4 which would remove gender as a factor in calculating insurance 

premiums and benefits.  That is the current position of the Commission.  Could you give us a 

view, first of all, on why it is so important and why a lot of people think that?  Secondly, is it 

something on which you would make a stand?  I do not think that we are allowed to use the 

phrase “red line” this week, but you understand the feeling – particularly because it is a 

proposal that requires unanimity, and we must keep that in the back of our minds as an 

important point. 

Ruth Kelly: I do think that it is a very important debate and it impacts significantly both on 

consumers and on the industry.  It would involve, if adopted in its current form, a wholesale 

change in the way that insurance pricing operates in this country.  At the moment, insurance 

pricing generally operates on the basis of three factors: on the basis of age; on the basis of 

someone’s state of health; and on the basis of their gender.  Those are not the only factors 

which operate in the insurance market, but they are the main factors.  If you took gender out 

of that equation altogether, there would of course be winners and losers as a result.  Looking 

at the different insurance markets in which gender clearly operates, for instance in car 

insurance women’s premiums tend to be lower; in the health market, again they tend to be 

lower; and, in annuities, women tend to get lower annuity income from their retirement 

provision, but over a longer period of years.  In each category there would therefore be 

winners and losers.  Women would tend to be less well off in the healthcare and in the car 

market, and slightly better off perhaps in the annuity market – although there is also a debate 

there, because many women are dependent on men’s annuities for their retirement income.  

So it would have a profound effect on the nature of the insurance market and how it operates 

in this country.  I therefore think that we have to be very careful about considering whether or 

not it really would benefit women across the board.  I certainly do not think that those benefits 
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are clear-cut.  I know that you have received evidence from the Equal Opportunities 

Commission, which has made the case that women could in fact be slightly worse off through 

such a change.  We argued against unisex annuities, for instance, in the Green Paper on 

pensions which we produced at the end of, I think, 2002 – partly because of those varying 

factors and how they come into play.  It is therefore very important to our insurance industry 

in Britain.  Is it a “red line” or not?  This is probably not the week for the use of those words!  

We would much prefer to reach a decision, as I am sure you would agree, where we have a 

consensus of Member States.  I think that there are other Member States who would hold a 

similar view to ourselves.  We do not want to see gender discrimination, but where gender as 

a factor can be objectively justified it can have benefits as well as costs to women, and I think 

that should be taken into account. 

Q313  Baroness Howarth of Breckland: I was going to ask you whether or not there were 

reservations from other Member States.  Before that, I just want to make sure that it is worth 

our being here at all.  You have no doubt seen the Independent report which said, “Brussels 

drops plan for unisex insurance”, and the suggestion that the Directive has gone elsewhere 

during negotiations.  We thought that we would ask you to clarify that, to say something 

about what you think the position of other Member States might be, and what progress was 

made in the discussion of this during the orientation debate on 1st and 2nd June. 

Ruth Kelly: I think that article goes a little further than what is actually the case.  I believe 

that there was a very constructive meeting at the beginning of the month.  Jacqui Smith was 

present, and I know that she is coming later to give evidence to you.  She argued that actuarial 

statistical factors could be used in insurance pricing, but only where they were objectively 

justified – which is the situation in this country.  The majority of Member States concurred 

with our position.  The Commission agreed to look at proposals to see if there is any potential 

compromise between the different positions.  There are also Member States who are in favour 



6 

of the proposal as it stands.  I believe that the Dutch Presidency has suggested that there 

should be a working group set up to examine this particular issue.  So I would say that we are 

optimistic, but I think that actually goes a bit too far. 

Q314  Baroness Greengross: Could I start by asking you to clarify one point in the 

Explanatory Memorandum that we had from you, which says that the Commission has 

conceded that insurers can take sex into account “provided it does not result in price 

differences based on sex”?  As this whole discussion is really about that, I am not sure what 

that means.  Could you explain? 

Ruth Kelly: I think that the Commission is trying to suggest that actuarial calculations can 

still be used on the basis of gender for any particular firm.  When assessing their risk profile, 

for instance, they will have to take a view on how many women – if it is offering annuities, 

for example – are likely to draw annuities from that firm; how many are likely to be men; 

what their life expectancy is, and so on.  They will therefore need to base that risk calculation 

using actuarial valuations based on gender.  Then they would have to offer a unisex annuity or 

an insurance product with the same policy structure to both men and women but, for the 

purposes of prudential reserving and their capital requirements and so on, they would be able 

to take gender into account.  I think that is basically the position that the Commission is trying 

to get at. 

Q315  Baroness Greengross: That is very interesting, because it reinforces the view that it 

would be more expensive, does it not? 

Ruth Kelly: It does.  I think that it is a tacit admission that gender matters and is relevant to 

risk-priced, insurance market behaviour – which is our view, and I know that the FSA has 

also come to the same conclusions on this. 
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Q316  Baroness Greengross: Could I go on to talk about the EOC proposals which you 

mentioned before?  When they gave us evidence, they said that insurers should only use 

gender as a criterion where very clear risks can be shown to be directly related to gender, 

supported by up-to-date actuarial data and buttressed by monitoring from an independent 

body.  It was that independent regulatory body which was quite an interesting proposal.  Does 

it seem so to you?  How might a monitoring function like that be carried out in a way that 

could ensure independence, professional competence and reliable consumer protection? 

Ruth Kelly: There is an ongoing debate in this country – and I know that you have also seen, 

for example, Oonagh McDonald, who has very strong personal views on unisex annuities – 

about whether annuities provide fair value; indeed whether they provide fair value between 

men and women, but in general whether they provide fair value.  There have been extensive 

academic studies and other interests – parliamentary interests included – in the underlying 

insurance market, how it works, and whether it delivers equally between men and women.  As 

a result of that interest and as a result of a very open and competitive insurance market, we 

have a market which pretty much delivers fairness now between men and women; although, 

as I said, there are gains and losses either way, depending how you look at it.  Competition is 

probably the most effective driver of fairness.  Insurance companies depend on these risk 

factors for setting their prices, and so forth.  If it could be done better, someone will come into 

the market and offer a product.  So I think that we have a fairly efficient market in this 

country – which does not mean to say that it could not be made more efficient in the financial 

services sector.  We are always challenging them to become more efficient.  A couple of years 

ago we published a Treasury document called Modernising Annuities, introducing, for 

example, an open market option – so that people who had saved through a pension fund then 

had a very clear choice, at the date at which they were going to take their retirement income, 

as to which provider they would turn to – to improve competition in the industry.  The FSA 
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has now come in with comparative tables of annuities, which makes it much easier.  So I 

think that competition is working at delivering benefits all round.  Would it be an additional 

benefit on top of that to have a professional body monitoring it?  I remain a bit sceptical, 

given the way the insurance market works in this country and the extent of interest that has 

already taken place, whether that would really add any benefit to the current situation.  It 

would mean a fantastic change of role for the FSA to start doing that sort of work.  Perhaps 

the obvious body would be the Equal Opportunities Commission, although I understand that 

they do not have the sort of expertise that can do that either.  It is not obvious who would do it 

or what value it would add, although of course we would be very interested in any proposals 

that come forward. 

Chairman: Can we move on to motor insurance?  We have tended to divide out between 

motor insurance and annuities, though some elements are similar.  Lord Harrison is our 

standing expert on motor insurance. 

Q317  Lord Harrison: Minister, on motor insurance you have said that generally, were the 

Commission proposal to apply, there would be winners and losers.  What has been put to us 

by the motor insurance industry is that principally there would be losers, in the sense that 

women most definitely, and younger women most probably, would lose out; but there would 

not necessarily be a compensating gain for men.  My first question to you, therefore, is do you 

believe the figures that have been offered to us, and presumably offered to you, that that 

indeed would be the case, or do you feel that there is at least some exaggeration in what the 

motor insurance industry says? 

Ruth Kelly: It is probably the case that the industry would become less efficient if it were not 

to be allowed to use a very important risk factor in setting insurance prices.  If you took that 

away, the market would probably evolve, trying to use different risk factors and maybe the 

market would develop something as a proxy to gender, or other factors which it has not yet 
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explored – trying to recreate that sort of efficiency in the market.  Of course, there should be 

strong competitive incentives to do that.  If it did lead to less efficient pricing, however – and 

it must be my default position that it would – then clearly that could potentially raise 

insurance premiums, on average as it were, compared to the current position. 

Q318  Lord Harrison: But at the end of the day the same people are being insured.  You 

would still have that same group, therefore.  The argument of the motor insurance industry is 

that you have to have better prudential marking.  I think that Mr Field very helpfully wrestled 

with me over this issue.  The further argument made by the motor insurance industry was that, 

despite that, there would still be an increase in premiums.  However, they said you would also 

have a change in the population, in the sense that there would be more young men who would 

take advantage of what would seem to be lower premiums, and would drive bigger cars faster.  

Are you entirely secure that that view, offered us by the motor insurance industry, does 

actually live? 

Ruth Kelly: It is a reasonable view that you would not end up with an insurance premium that 

is somehow halfway between premiums for women at the moment and premiums for men.  

The risk profile would change.  It would become less efficient, if nothing else happened.  

More capital would be required for reserving purposes.  There could potentially be an on-cost 

to customers.  So you could see a higher average premium than a halfway split between men 

and women.  Say it was somewhere nearer the current rate of premiums for men at the 

moment – because of this increase in efficiency, it would still be lower.  It would probably 

still be between the women’s and men’s level, but it would be lower than the current level for 

men – in which case you have an incentive for the more reckless driver to go in and take 

advantage of those lower premiums.  That is what we typically call adverse selection, and the 

insurance company would then potentially have to raise prices to accommodate that impact.  
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Where we would end up, therefore, I do not know, but it would be less efficient than where 

we are at the moment, and pricier. 

Q319  Lord Harrison: I accept the view that it would not be half-half, but I remain 

suspicious that they are over-egging it.  Can I move to something more specific?  You have 

indicated that gender is still very important as a criterion.  What if we were to say, for 

instance, that after three years – and I am talking particularly about new or young drivers – 

you would then accumulate enough information about their driving history, and so on, to 

make a reasonable pitch at the premium you would want to exact from them.  Would it be 

reasonable to say that you could use gender, say, for the first three years of a driver’s history 

but thereafter that could be excluded? 

Ruth Kelly: If gender were excluded, whether it be at the beginning or after three years or 

after ten years, the motor industry and the insurance market in general would probably find 

other ways, or attempt to find other ways, of differentiating risks.  They currently rely heavily 

on age, health and gender.  There are other factors which they could use.  It may not end up in 

as competitive or efficient a position as it is at the moment.  Gender tends to be a very easily 

available and objectively verifiable factor, which insurance companies can collect.  The 

alternative, I suppose, would be to look at driver behaviour or performance somehow.  It 

might also be to look at what postcode you live in, or your police record.  I do not know what 

other factors they might come up with, but it is quite possible that we would not be very 

happy seeing heavy reliance on those other factors either. 

Q320  Chairman: As time goes on, obviously gender does become less important.  You can 

see it by just looking at the level of premiums.  You can see how the level of premium 

changes as the age factor comes in. 
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Mr Field: One of the issues that you also need to bear in mind is that if you fix in legislation 

groups for which gender could not be used as a ratings factor, this then becomes somewhat 

inflexible.  You may indeed find that people defer the period at which they start to drive, in 

order to avoid whatever criteria you have set down.  There are already people who do not start 

to drive until later ages and who then may not have a claims history on which to base a 

premium. 

Q321  Lord Harrison: In essence, that happens now.  Anyone who has tried to insure their 

teenage sons and daughters for driving purposes, as I have recently, is met with a huge bill.  

I will almost challenge the Minister and say that you are implying that maybe the motor 

insurance industry has been lazy, in their reliance on gender as an easy measure to predict 

what might happen to individual drivers, and they may need to fall back on securer issues like 

driving history and so on. 

Ruth Kelly: Apart from the fact that we have a very competitive car insurance market, where 

there is an awful lot of switching between different providers on an annual basis.  There is a 

huge amount of targeting out there, to try to attract different groups.  If there were an inbuilt 

laziness or inefficiency in the system, you would expect that competition would produce an 

alternative in the market.  I think that you can rely on competition generally to deliver 

efficiency and, if you start regulating, you have to have quite a good case that there is 

consumer detriment. 

Chairman: Could we come on to longevity and annuities, which of course are closely linked? 

Q322  Baroness Massey of Darwen: The Commission say that lifestyle is a more reliable 

guide to longevity than gender.  You have touched on this in your answer to the first question.  

Actually, I thought that you were going to cover everything in your first answer, but you did 

not and you are still here!  Some people say that education and social status, social class, are 
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determinants.  The evidence that we have indicates that, whilst the gender age gap is 

narrowing, a few years’ difference will probably remain.  Insurers and actuaries attach greater 

significance to that fact than others.  Have the Government been able to make any 

independent analysis of these claims, or are you relying on what the insurers and actuaries tell 

you?  What about the research by the Commission on longevity?  Is it sound? 

Ruth Kelly: On the actuarial profession, I think that most people refer to the Government 

Actuary’s Department estimates for longevity.  I do not think that there is anyone who does 

not turn to the actuarial profession for guidance, certainly in this country.  In other countries 

there might be other professions involved in estimating longevity, but in this country it tends 

to be that actuaries are the best source of advice.  I do not think that we would be able to beat 

them, if we tried somehow to conduct independent research.  We rely on them for our 

estimates, and I think that it is a reasonable thing to do.  It is their speciality.  You are right, 

however, that those mortality figures are changing; the gap is narrowing between men and 

women.  It is probably better that I do not comment on the Commission’s research, because 

we are actively involved in the debate with them.  Clearly the factors you speak of are 

relevant, however. 

Q323  Baroness Greengross: Perhaps I may declare an interest, as an honorary fellow of the 

institute and as someone doing a lot of work with them.  I think that we have to recognise that 

the Government Actuary has made, not an error, but was rather too conservative – as was 

shown by the census data, which underestimated quite significantly the changes in 

demography.  Overall, what you are saying seems reasonable but, if the gap drops more, 

through women’s changes in lifestyle, better health, or whatever, do you have an idea of how 

long it would take these providers of insurance, or goods and services generally – because I 

think that it is important to adapt to the new changes and therefore it would no longer be 

justified for them to differentiate on the grounds of gender?  Could they rather quickly catch 
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up and provide unisex policies?  Otherwise, it would be extremely unfair – if this does 

change. 

Ruth Kelly: I am not in the business of predicting what is going to happen to male and female 

longevity.  The experience in each country in the European Union will be drastically different 

on that score.  In the UK it may stay pretty much where it is over the next few decades.  We 

cannot really use the past as a guide to the future.  You are right that the Government 

Actuary’s Department had to revise their estimates in recent years.  There is nothing too 

surprising about that, because these things are inherently difficult to forecast.  I do not know 

whether it advances the debate to try to speculate as to at what point that gap might narrow, 

because it may never narrow from where we are now. 

Q324  Lord Colwyn: You will see that I am a little isolated on this side of the room.  It is not 

because I am a Conservative!  It may be because I am elected hereditary peer!   It is probably 

because they can gang up on me and make me ask the questions on annuities.  I may have this 

wrong, Mr Field, but I think you were the person who told me at an earlier stage that I needed 

financial advice. 

Mr Field: It was a suggestion! 

Q325  Lord Colwyn: For which I am very grateful.  What I want to ask about is the fact that 

we, in this country, are unique in having to convert our pension pots into annuities.  I wonder 

whether this is a British problem, whether we ought to consider something like an opt-out, 

and whether the Commission understood these circumstances when they came up with this 

Directive.  The benefits are based on the assumptions that women live longer than men.  Do 

you think that is correct?  What is the purpose of the legislation and do you think that it meets 

the needs of modern women?  Has the Treasury considered any alternative models? 
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Ruth Kelly: Yes, we have looked at this annuity issue at great length and in great depth over 

the last few years.  There have been three Private Member’s Bills over the past three years, 

where a case has been put that we should move away from the compulsory annuitisation that 

we have at the moment.  The Government’s position is absolutely clear.  Given that £30 out 

of every £100 in the pension pot is provided directly from the Exchequer, not taking into 

account the tax-free growth of the fund, we have a very strong interest in people securing a 

reasonable income in retirement and making sure that they do not fall back on to state 

benefits, and that 75 is approximately the right age to enforce compulsory annuitisation.  

Before that, people might make a better investment, if they have a large pool of wealth 

invested in the stock market.  They may have a large pension pot, where it makes sense for 

them to bear any investment risk and the mortality risk associated with that; but after the age 

of 75 it would be highly unlikely that any individual independent financial adviser would 

advise them not to annuitise.  An annuity is the only product that provides a secure income for 

life, because it pools risk between those who live for a long time and people who die earlier.  

We therefore have a very firm policy position on that, although I would add a footnote.  I am 

currently taking the pension simplification proposals through the Finance Bill, and we have 

allowed a concession on that policy for members of religious groups – for instance, the 

Christian Brethren, who do not maintain that they should pool risks with other parties – and 

have allowed them to take an unsecured income at a rate of 70 per cent of the best available 

annuity, which would not be a good deal for most people but suits them, and for which they 

are very grateful. 

Q326  Lord Colwyn: Do you think the EU understood our circumstances when they drew up 

this Directive? 

Ruth Kelly: I do not think they carried out an impact study.  The sort of evidence that has 

been produced by the Equal Opportunities Commission has been very valuable in informing 
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the debate.  We have a very highly developed private pension market in the UK.  The defined 

contribution sector is very well developed.  They hold their own pension pots.  In the future, I 

think that we will probably see a move among other Member States in our direction.  So while 

the policy debate has been particularly intense here in Britain, it would not surprise me at all 

if it were to gain intensity in other Member States in the future. 

Q327  Lord Colwyn: Could you now say something about the unisex annuities?  It has been 

suggested to us that switching to those would make pension prospects better for women, and 

yet we are hearing that, in the short term, probably more people would lose out by switching 

to unisex than those who would gain.  I gather that most people now can expect 20 to 25 years 

of retirement.  What do you feel about that?  Do you agree with that? 

Ruth Kelly: If you get to the age of 65, it is certainly the case that you can have a longer life 

expectancy than people who do not – looking forward.  I do not know if there is another way 

of expressing that!  The longer you live, as it were, the more likely you are to live longer.  It is 

a paradox. 

Q328  Lord Colwyn: I am asking whether you agree about the unisex annuities. 

Ruth Kelly: What would the impact be across the board of having a unisex annuity?  For the 

reasons we have discussed earlier in relation to the car market, there could well be a need to 

reserve prudentially, in compensation, or the inability to differentiate according to gender.  

That could have an impact on prices.  It could be that the unisex annuity is not offered at a 

rate which is midway between the current men’s rates, as it were – other things being equal – 

and the women’s rate.  As a result, it could lead to adverse selection in the way that I 

described earlier.  So, while some women would get more in every year of the span of their 

lives, other women, who are dependent on men’s annuities, would get less.  In other words, it 

is not clear where the effect would be. 
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Q329  Baroness Massey of Darwen: In the long run, however, we have seen estimates that 

total annuity income is likely to rise and that the proportion of women retiring with personal 

pensions will grow.  If this coincides with a shift to more defined contribution pensions and 

more women having better-paid jobs, as seems likely, is the future situation going to be 

significantly different?  Has the Treasury analysed these trends?  If so, what conclusions have 

you drawn about future pensions policy and how it might be affected by the Directive? 

Ruth Kelly: Yes, I think that you are right in highlighting the trends that are likely to take 

place.  We have seen a long-established trend towards personal pensions, particularly among 

women, and the stakeholder pension market has been developed in recent years and will, and 

should be, offering those facilities to women.  It is likely, through measures that this 

Government are undertaking, that women will be able to contribute to pensions in a much 

more flexible way and with much greater value while they are in work, for instance before 

they take a career break, than they have been able to in the past.  It is quite likely therefore 

that they will put more money into their pension pots in the future.  What impact will this 

have?  It will probably mean that in the future women have a greater independent source of 

income than has been the case in the past, and are less reliant on their spouse’s annuity.  

However, the impact would still remain that they might benefit in terms of the price of unisex 

annuities, but the eventual outcome would obviously depend on their life expectancy. 

Q330  Baroness Massey of Darwen: Insurers claim that, because a unisex annuity market 

would be fairly unattractive from their point of view, key companies might withdraw from it, 

and this would lead to less choice and less attractive rates for consumers.  Do you think that is 

a possibility?  Have the Treasury made any studies of this possible impact? 

Ruth Kelly: I do not think that it will be a probable outcome.  If there are people out there, 

demanding annuities – as they must be under our current policy, unless they switch from 
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personal pension provision altogether – it is highly likely that there will be someone there to 

offer them a product.  So I do not think that is a very realistic scenario. 

Q331  Baroness Massey of Darwen: Have there been studies on this? 

Mr Field: There are plenty of studies available on annuity markets.  Those that have been 

published tend to conclude that annuities in the UK provide pretty good value for money.  

There are certainly enough suppliers in the market for that to be the case. 

Q332  Chairman: Could I ask one question on the famous figure of £1 billion, which was 

quoted by the FSA?  I mention it because it did receive quite a lot of publicity and was carried 

by the press.  We have had a further note from the FSA which shows that they have taken a 

fairly wide spread, if I may put it like that, in the way they have calculated it.  The extra 

capital might be between three and four per cent of the premiums, for example, for motor 

insurance; between 30 and 40 per cent of the range of premiums for insurance, and of course 

the timescale is not there.  We do not know what the timescale is, and we do not actually 

know the breakdown between men and women and how it might turn out.  I do not know 

whether you did look at this figure.  I do not want you to second-guess the FSA.  It is their 

business.  I am slightly inclined to the view, and I wonder if you agree, that we have to be 

somewhat prudent ourselves about this figure.  There are quite a lot of uncertainties about 

how much will be required in the form of extra capital.  I do not know whether the Treasury 

have a view on that? 

Ruth Kelly: I am certainly not going to try and second-guess the FSA.  All I could say in 

relation to that figure, which they have arrived at independently, is that it is not one that 

strikes us as particularly surprising.  You are right to draw attention to the inherent difficulty 

in estimating precisely what impact there will be, but I guess that it is probably in the right 

ball park. 
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Q333  Baroness Howarth of Breckland: The alternative to this huge increase – and you 

have been talking about competition all the time, of course – is that the services are driven 

offshore.  That has been the other suggestion which has been made; that, for example, the 

Channel Islands and the Isle of Man could promote policies priced according to sex.  Do you 

think that this would be likely to happen?  Do you think they would be likely to circumvent 

the Directive by going offshore?  Do the Government regard it as a serious risk?  If so, would 

the Government take steps to prevent it?  If not, would you expect British insurance 

companies who are also based in such jurisdictions to jump on the bandwagon and to offer 

insurance policies based on gender differentiation?  I am particularly interested because you 

have said several times that competition could be the driver in all of this. 

Ruth Kelly: I think that it is unlikely that companies based offshore would be able to avoid 

the impact of the Directive, if they sold through a local intermediary in the UK – which I 

would imagine they still would.  That would be regulated by the FSA, and I would imagine 

that the Directive would still apply – although of course we are trying to negotiate a Directive 

which accommodates our concerns. 

Q334  Baroness Howarth of Breckland: I want to talk a bit about transparency, which I 

understand rather more than I do some of these other details.  We have had evidence that the 

implications of gender criteria are never explained to potential buyers of pension schemes.  

I am sure we all have anecdotal evidence of that, as well as the research evidence.  The 

insurers tend to rely on out-of-date statistics which suit their own ends – and we have had 

something about suiting their own ends in both the annuities and also the driving examples.  

We also detect a wider problem that actuarial criteria are obscure, complex and never revealed 

to consumers.  Should insurers be legally required to explain clearly and simply to consumers, 

as a quid pro quo for retaining some scope for gender differentiation? 
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Ruth Kelly: I am sure that people ought to be given clear information to help them buy an 

appropriate product which meets their needs.  It strikes me that behind the question there is an 

implicit idea that basing annuities on gender is unfair, and that people ought to have that 

explained to them.  I do not know that that is the case.  While annuity income may be lower in 

any one year for a woman, it is clearly expected to continue over a much longer period.  So 

any given pension pot is likely to provide the same amount of income for any given man or 

woman, with other things being the same.  Would the average person buying an annuity – and 

it is a pretty important and difficult enough decision as it is – really want to be taken through 

the actuarial assumptions based on gender?  The FSA, if they were inclined to do this, would 

need to market-test it and see if people wanted that information.  I suspect that is not 

uppermost in their minds.  They just want a product which meets their needs and which is 

appropriately sold to them – but of course people may have different views on that. 

Q335  Baroness Howarth of Breckland: I suppose that, outside this inquiry, one of the 

problems is that those things are not explained in a transparent enough way anyway, despite 

the financial advisers assisting – but that is another story. 

Mr Field: I think that we look on the decision to purchase a pension as one decision, and the 

decision on what type of annuity to purchase as another decision.  If you are in your twenties, 

you do not necessarily want all the details of annuitisation explained to you, particularly 

since, in the course of a working life, somebody may have several different pension schemes 

to which they contribute.  So I think that at the moment the Financial Services Authority and 

others concentrate their annuity information on those who face the decision on annuitisation. 

Q336  Lord Harrison: My question on the single insurance market is a kind of coda to this 

inquiry, because it does not immediately lend itself to this particular inquiry.  It did seem to 

me, however, that this is also a single market issue.  I know that the Treasury have been very 
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interested, especially in financial services.  I am encouraged to ask you this because of your 

earlier comment.  For instance, on private pensions your hunch is that the other Member 

States might be moving towards our systems rather than leaving their own systems in place as 

that single market develops.  Can I ask you what you think might be the implications for the 

single market and its development, and in particular for the British insurance sector, in seeing 

whether they can take advantage of opportunities that may very well come round the corner in 

the near’ish future? 

Ruth Kelly: I think that annuity providers would look at each Member State and see what 

longevity factors there are between genders, for example, before deciding whether to enter 

that market.  If there were a unisex annuity, clearly the difference in longevity would be a 

very significant factor in their decision-making as to whether or not to enter a particular 

market.  The more competitive the market and the more they are able to discriminate on 

objective criteria between different risk factors, the easier it will be potentially for efficient 

companies in the UK to do business elsewhere, I would suspect.  More important probably is 

the impact it would have on out-of-Europe, global business.  It is possible that the particular 

Directive as it stands would put EU countries at a significant disadvantage compared to 

non-EU countries. 

Q337  Lord Harrison: May I give you an example?  We have heard evidence that some 

countries practise not a unisex approach but a mono-sex approach, where they seem to take 

the premium for one sex and apply it to the other – which to me looks very vulnerable, in 

terms of someone else moving in competitively.  I wonder whether you share my view on 

that. 

Ruth Kelly: So which sex would they take? 

Q338  Lord Harrison: Whichever brought in the greater premiums to them. 
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Ruth Kelly: Absolutely, and you would clearly expose them to competition. 

Q339  Lord Harrison: My final question is this.  In the course of answering questions you 

have rightly observed that this is a mature industry in the United Kingdom, and you think that 

it is operating quite well.  I do not share that confidence.  When in this inquiry we have talked 

about the possibilities of working within the single market and on the Continent – where the 

approach from our British colleagues seems to be, “Well, that’s their business” – it did not 

seem to me that they were eager, ready, and prepared against the day, to quote you, where the 

market might well move in our direction and the financial packages we now offer might be 

appropriate on the Continent. 

Ruth Kelly: I suppose that one of the great ambitions we have under the single market is to 

create a single market in retail and financial services.  This is exactly the point you have in 

mind.  We are not there yet.  There are significant barriers which operate in the market, but 

the Commission is actively showing an interest in trying to break down some of the barriers to 

a single market in services – retail and financial services would fall into that category – and 

has come up with some very interesting proposals, much along the lines of the sorts of things 

that the UK tends to be interested in.  But I would not say that they were uncontroversial.  We 

have yet to convince everybody of the case for expanding this rapidly; but I think that there 

are huge potential benefits to be had in a single market. 

Chairman: Thank you very much indeed.  As a former private secretary to four Ministers – 

two in Labour governments and two in Conservative governments, two in the House of 

Commons and two in the House of Lords – I know how busy you are.  Thank you very much 

indeed for coming along.  We have greatly appreciated it. 


