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________________ 
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Memoranda submitted by Department of Trade and Industry, Department of Health 

Examination of Witnesses 

 

Witnesses: Ms Liz Chennells, Director, Gender Equality and Social Justice, Women and 

Equality Unit, Department of Trade and Industry, Mr Matthew Field, Savings and 

Investment Branch, HM Treasury, Ms Gail Page, Department of Work and Pensions, and 

Ms Melanie Field, Equality and Human Rights Group, Department of Health, examined. 

 

Q1  Chairman: I welcome you here and thank the witnesses.  This is one of those questions 

where we have to be able to demonstrate joined-up government because there are rather a lot 

of departments involved and quite a lot of people, but I am sure you will be able to do that.  

Thank you also for the written evidence, which we are very grateful for, and most recently the 

supplementary explanatory memorandum from the Department of Trade and Industry and the 

very recent written evidence from the Department of Health.  This is right at the beginning of 

our inquiry.  It is quite a difficult subject, and most of us accept that, so we need to build it up 

from the beginning with the Government Departments.  We have your names in front of us.  
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Do you want to say anything before we pose questions?  If you want to introduce yourselves 

more thoroughly than appears from the simple Department to which you belong, please do so. 

Ms Chennells: Thank you, my Lord Chairman and members of the Committee.  On behalf of 

my Secretary of State, Patricia Hewitt, and Jacqui Smith, the two Ministers for Women, we 

are delighted that you are taking a detailed interest in this important Directive.  We 

particularly value your inquiry, and the evidence that you gather will be very helpful to us in 

taking forward work on the Directive.  This is very much work-in-progress as far as we are 

concerned.  You will already know that the European Union has been instrumental in 

developing sex discrimination legislation for many years, and has been at the forefront of 

promoting equality throughout Europe.  The UK has consistently supported the EU in its 

drive to promote the principle of equal treatment.  The UK Government welcomes this draft 

Directive, therefore, which aims to extend the principle of equal treatment between women 

and men beyond the field of employment, for the first time in Europe, in the area of access to 

goods and services.  This is very similar to the way in which our national legislation deals 

with the same issue in our Sex Discrimination Act 1975, which has been working successfully 

for nearly thirty years.  This is very much work-in-progress, as I said.  We are currently in 

Employment Council negotiations in the Social Questions Working Group on this Directive, 

and we are looking forward to the first Ministerial discussion at the Employment Council on 

1 June, where Jacqui Smith, the Minister for Women, will be leading for the UK.  The 

proposal you have before you is very complex and will require a great deal of further analysis 

and consideration by the Commission and by Member States before agreement is reached 

amongst the 25 EU Member States.  As you said, my Lord Chairman, the DTI – in fact the 

Women and Equality Unit within the DTI, the part of the DTI which particularly supports the 

Secretary of State in her role as Minister for Women – takes the lead on negotiating the 

Directive, but we have a great deal of involvement by colleagues, particularly from the 
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Treasury and the Department of Work and Pensions.  Giving evidence today, I should like to 

introduce my colleagues:  Matthew Field is from the Treasury; Gail Page is from the 

Department of Work and Pensions, and Melanie Field is from the Department of Health, 

which also has an interest.  I am Liz Chennells, representing the Women and Equality Unit. 

Mr Field: My Lord Chairman, thank you for the invitation to appear before you today.  My 

name is Matthew Field; I work for the Savings and Investment Branch of the Treasury, 

dealing with life insurance and other investment issues.   I have been involved with 

negotiations concerning Article 4 of the Equal Treatment Directive since its publication late 

last year.  Article 4 is the article concerned with actuarial factors and insurance pricing. 

Ms Page: My Lord Chairman, I am Gail Page from the Department of Work and Pensions.  I 

work on policy and legislation on aspects of occupational pensions, specifically equal 

treatment issues.  My concern is also primarily about Article 4 and the extent to which it may 

or may not extend to pension schemes. 

Ms Field: My Lord Chairman, I am Melanie Field from the Department of Health.  I work in 

the Equality and Human Rights Group and I have been leading consideration within the DoH 

on the possible implications of this Directive for the National Health Service. 

Q2  Chairman: I have two questions, which you can answer separately or together, as you 

wish.  Can you outline briefly how the Government understands the purpose of the Directive?  

We have read the Directive; and, having spent 16 years in the Commission myself I always 

read the Directives – so we know how it is presented there; but how does the Government see 

it, and what is the Government’s attitude to it?  The second point is this: whom do you see as 

the main beneficiaries of the Directive?  There is a certain tendency always to see the people 

that might lose out, but it is also important perhaps to think of who might gain from 

something.  Those are two general points, and afterwards we will move on to specific points. 
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Ms Chennells: The main purpose of the Directive is to extend the principle of equal treatment 

between men and women beyond the field of employment into the field of goods and services.  

I hope that that needs no further elaboration.  The principle that discrimination should not be 

lawful in a wide area of activity is one that we are very familiar with in the United Kingdom.  

The Government’s attitude to it has been very much to welcome the extension at European 

level of this broad principle.  As I said, we have had it introduced in our own national 

legislation for nearly thirty years.  Indeed, the Government informally was significantly 

involved in supporting the Commission in developing its thinking in this area by discussing 

with them principles of our own sex discrimination legislation and how it made a difference 

in practice.  You will all be well aware that there is a world of difference between legislation 

as written on the page and the impact of that legislation on people’s experience on the ground.  

As with all gender discrimination legislation, on the face of the legislation it is about equal 

treatment as between men and women, but given the history of the society we live in, the 

main beneficiaries are women because traditionally there has been more discrimination 

against women than against men, although it is not quite straightforward.  Women throughout 

the European Union will gain the most benefits from this directive, although there are some 

aspects from which, as it stands, men may benefit too.  It is important to see this in the context 

as well, in terms of beneficiaries, of the enlargement process.  In two days’ time there will be 

25 Member States within Europe.  The numbers of women that will benefit from a whole new 

set of rights is very significant, and it is a very important piece of legislation. 

Mr Field: The position on insurance is somewhat more complicated because of the extent to 

which Article 4 of the Directive would apply right across the board.  At the moment, in the 

Sex Discrimination Act 1975 we have a clause which enables insurers to take into account 

actuarial and statistical data which it is reasonable to use in assessing insurance pricing.  I am 

sure we will come on to more detailed aspects about insurance. 
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Chairman: We have already received a number of representations on that point from other 

bodies besides the Government. 

Q3  Lord Howie of Troon: I gather the Government rather approves of the Directive.  I have 

two brief and simple-minded questions to ask.  First, is it necessary, and to what extent does it 

add strength to our existing legislation; and to what extent does it perhaps hamper it, diminish 

it or reduce it? 

Ms Chennells: Within a purely narrow perspective of the UK, it probably is not necessary. 

Q4  Lord Howie of Troon: That is what I thought. 

Ms Chennells: It probably is not, although there are proposals in the Directive that are 

currently under negotiation that would take us further than our own national legislation does.  

In general, this is an area where the United Kingdom has good legislation in place that is tried 

and tested.  Except in one or two areas, it does not add very much to the existing legislation.  

If I could develop that a little further from the point of view of Accession countries, in 

discussions with our colleagues from Accession countries we have asked them what kind of 

difference it would make to them.  Very interestingly, they said largely that they would 

warmly welcome the Directive because, although many of them have national legislation in 

place, their national legislation was not enforced as rigorously as they would wish, and the 

existence of a solid platform of European legislation would make a dramatic difference to 

discrimination in the field of goods and services in many of the accession countries. 

Q5  Lord Howie of Troon: We know that Directives are not always enforced in the countries 

that are already in the Union.  Why should we expect it to be different with the newer ones? 

Ms Chennells: That comes in from the top, saying, “this is the legislation; you are part of 

negotiating this; you have agreed to this at the level of your governments”; but from 
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underneath there are groundswells of opinion, particularly amongst women’s groups, although 

not just women’s groups, but those seeking a more equal society, who would see this very 

much as giving them power to their elbow.  I think the two would come together in terms of 

implementation, which could be very positive. 

Q6  Lord Howie of Troon: Does any of it weaken our position? 

Ms Chennells: I do not think so, no. 

Q7  Lord Harrison: Can I clarify that point?  I think you were answering the narrow point of 

whether the legislation exists here or not, and that what this would represent in a sense is the 

rest of Europe catching up; but surely there are two other factors?  The first is developing a 

fairer society, which we would be part of in the European Union.  Secondly, is it not true that 

whilst this is not single market legislation, necessarily there are certain items here – and 

perhaps Mr Field will develop this point later – which will impinge upon the development of 

the single European market?  In that sense it is necessary because we have actors within that 

market. 

Ms Chennells: I think you have put that very well. 

Q8  Baroness Massey of Darwen: Can you tell me how much consultation was undertaken 

by the Commission with Member State Governments and stakeholders before this draft 

Directive was launched?  Do you know what sources of research the Commission used to 

back up their proposals?  Is any of that research available? 

Ms Chennells: There was a considerable amount of informal consultation.  I can only speak 

authoritatively about the consultation that took place between the Commission and the United 

Kingdom, but there was certainly a meeting between the Commissioner and the then Minister 

for Women at early stages of the development of the Directive to discuss a number of issues 
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that might or might not be included within the Directive.  There was also involvement of the 

European Union Women’s Lobby, which is the main NGO collective for lobbying within 

Europe on various aspects of the directive; and there was quite a lot of discussion with other 

interested parties.  I know that our Equal Opportunities Commission had discussions about it 

as well.  There was quite a lot of consultation that went on, but much of it was informal and 

bilateral rather than formal and collective. 

Q9  Baroness Massey of Darwen: Were health issues discussed with the women’s 

stakeholder groups? 

Ms Chennells: I believe they were. 

Ms Field: I am not aware of anything specific. 

Q10  Baroness Massey of Darwen: How is Article 4 likely to affect other Member States, 

and what consultation has been going on in Government about that?  What about the 

Accession states? 

Mr Field: Article 4 will clearly affect all the Member States.  It will very much depend upon 

their own insurance systems and the extent to which they use actuarial factors at the moment.  

Each Member State has its own particular concerns.  In terms of the consultation that took 

place beforehand, the first reference I have come across to insurance proposals specifically 

was in January 2003.  I become involved in around April of that year and began briefing in 

June.  The Commission has produced a series of references to research that support their 

proposals on Article 4.  I do have a Commission document, which I am quite happy to 

provide to the Committee.  Essentially they cite three main sources of information: the 

Extended Impact Assessment, whose sources are cited in the text; the Commission’s own 

Social Situation report 2003, and a number of studies of mortality rates and life expectancy 

including several comparing the lives of religious communities, for example, with the general 

8 



population, to get a picture of how much extra female longevity is due to biological factors 

and how much is due to other factors. 

Q11  Baroness Massey of Darwen: Given that the UK insurance and reinsurance companies 

are active throughout the EU, how do they adjust to the differences in gender assessment 

practices in EU markets? 

Mr Field: We really look at this from a UK perspective and what the impact will be in the 

UK.  Obviously, when you are selling products into overseas markets, you will look at pricing 

them competitively.  If you were a UK insurer, you would want to take account of very much 

the same factors as you do when you are selling into the UK market.  We do have a Financial 

Services Action Plan, which is intended to provide more of a level playing field to enable 

financial services to be sold across the EU.  We would welcome other European Union 

countries using sophisticated actuarial techniques.  We would argue that the UK, having the 

largest insurance market in Europe, can provide valuable guidance to other Member States, 

should they be interested in that.  This Directive is very much coming from an Equal 

Treatment perspective rather than from a Financial Services perspective.   

Chairman:  Can we go on to the definition of “goods and services”.  It is already clear that a 

number of people have raised this, among them the DTI, and there is a memorandum about 

that definition.  It is an important point because we are not absolutely clear ourselves how far 

it will spread. 

Q12  Baroness Howarth of Breckland: I wanted to ask about how much remains to be done, 

in terms of the definition of “goods and services” in the Directive, and whether the 

Government is satisfied with the definition as it is drafted at present. 

Ms Chennells: You are right that there is more work to be done on that.  We are negotiating 

to get a clearer and stronger positioning of the definition of “goods and services”. 
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Q13  Baroness Howarth of Breckland: Could I briefly pursue some of the areas that are a 

little unclear.  I thank Ms Field for her document, which we only got today, but which I 

thought was extraordinarily interesting.  It talks about the scope of the Directive within health 

and some of the issues that might come forward.  I wondered whether you would like to say a 

bit about it because it seems that Member States would wish to respond to health issues in 

their own way in their own particular communities, depending on the issues coming out of 

their communities; and those would be gender issues, as they are here and as outlined in your 

document.  What assurances do you have that the Directive will not interfere in this, and what 

fears do you have that it might? 

Ms Field: There are two separate issues here.  One is around whether healthcare services 

within the NHS are Treaty services, which is an issue that is being considered outside this 

Directive.  It is quite a technical legal issue and not one that I am qualified to give you much 

information about.  If you ask specific questions, I can take those away.  Our position in the 

Department of Health is that we welcome the Directive and would wish to see gender equality 

being delivered in healthcare.  Should the outcome of the question whether NHS services are 

Treaty services be resolved in such a way that the Directive clearly covers NHS healthcare 

services, there are some specific issues around which we would like to be clear that we will be 

able to continue to target gender-specific or gender-predominant conditions such as cervical 

cancer and breast cancer.  We would seek also to ensure that we could continue to offer 

patients choice in terms of the gender of clinician they see.  There is a particular issue for 

religious reasons; some women may wish to have a woman clinician in some circumstances. 

Baroness Howarth of Breckland: It would be very useful to have any technical information 

that you might be able to get from your colleagues on that point. 

Q14  Lord Howie of Troon: I would like to go back to the definition.  I understand that you 

are negotiating about the definition of goods and services - and it is a great worry to me by the 
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way, since I use both from time to time in a gender-neutral way.  Do you have a draft 

definition about which you are negotiating, and, if so, can you tell us what it is or even hint at 

it? 

Ms Chennells: At the moment there is a definition of goods and services in Articles 28-30 

and 50 of the Treaty.  That is our starting point.  There is an issue about whether that 

definition should be repeated, either in the recital where it has the force of explaining the 

directive, or possibly even in the operating articles of the Directive, where it might have even 

more impact.  That is the scope of the negotiation at the moment. 

Q15  Lord Howie of Troon: You must be negotiating about more than that!  You must be 

negotiating about whether or not the definition is clear to the likes of me! 

Ms Chennells: Alongside the negotiation of the definition we are also negotiating about 

exemptions, so it might be that if we were to lose an argument on definition, we would have 

an exemption in place that might take us to the same end point that Melanie Field has just 

described, which is the continued requirement as we see it within the United Kingdom to be 

able to target health intervention on gender-specific or gender-predominant conditions and the 

continued ability to provide patients with a degree of choice about the gender of their 

clinician. 

Q16  Lord Howie of Troon: What does the definition as a whole actually cover?  I am not 

terribly clear about this answer, if I may say.  No doubt it is my fault. 

Ms Chennells: No, it is almost certainly my obscure explanation. 

Q17  Baroness Massey of Darwen: Could I go back to the issue of gender-targeted, gender-

specific health services?  It seems to me that they are very different.  Cervical screening and 

prostate cancer management understandably would be different, since men do not have a 
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cervix.  That is one issue.  The other issue is that you mentioned alcohol treatment centres – 

and I assume you could also substitute drug treatment centres in that – but that is quite a 

different issue.  Are you treating it differently? 

Ms Field: It is a different issue; it is about using particular types of interventions that might 

be more successful for a particular gender, so that you would be trying to address the 

particular needs of a client group in providing a specific service, based on evidence that that is 

the type of facility that will deliver mass beneficial results for that patient group. 

Q18  Baroness Massey of Darwen: Is there more of a problem with alcohol treatment 

centres than with the specific disease focus?  You could argue that if it is a treatment centre, 

anybody should be able to go to it.  I am not arguing that, but it could be said. 

Ms Field: The issue about women-only treatment centres or particular interventions aimed at 

people in a particular client group is different from the situation where you have a condition 

that only affects one gender.  We would wish to be able to continue to provide targeted 

treatment where that is shown to be a successful way of addressing the issue. 

Q19  Baroness Massey of Darwen: Will the advice you are seeking cover that specifically? 

Ms Field: That is correct. 

Ms Chennells: I wondered if I could add a third point to those on definitions and exemptions.  

A third lever is the lever of positive action, which is another lever that we are seeking to 

ensure is available within the context of this Directive, again replicating what we are using 

very successfully in our national legislation.  That is where you can demonstrate that there is a 

particular issue that has been under dealt with in some way by the system, and it belongs 

primarily to one gender or the other; then you can take an intervention that is specifically 

targeted at that problem by gender.  An example might be the establishment of refuges for 

victims of domestic violence.  There are male victims of domestic violence and female 
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victims; both exist; but there are very many more female victims, and typically refuges for 

victims of domestic violence are female-only institutions, with healthcare and social care 

provided for within that context.  That is for reasons that make sense, but you can see that 

without either helpful exemptions or positive action provision, we might end up in a position 

where you would not be able lawfully to run domestic violence refuges for women only.  It 

would not simply be the UK that would regard that as not the kind of outcome that this 

Directive is seeking to achieve. 

Q20  Baroness Howarth of Breckland: Going back to my question, how certain are you that 

the definition you have so far and the capacity for exemptions will leave us with those kinds 

of services in Europe, not only in the UK?  While I am reinforcing that point, can I ask about 

education.  While I understand that it is at present exempted, there are some anxieties that 

parts of education might be brought into the directive.  What kind of problem might that 

bring, and what assurances do we have that we are on the right track in our negotiations on 

that? 

Ms Chennells: Education has been specifically addressed in the Directive and is written in as 

an exemption.  In earlier versions of the Directive, education was included, and one of the 

outcomes of the informal consultations that we referred to earlier that took place before the 

Directive was formally published was to remove education from the agenda.  I think we feel 

reasonably confident that the Commission’s intention is that this should not cover education.  

I have colleagues here with me today from DfES who could speak on that, if you wanted to 

ask specific questions.  

Chairman: It is not clear how it will develop, but there are some fears about the definitions 

of education and training. 
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Q21  Lord Harrison: I think the Committee is interested in those areas which currently have 

been exempted, but which may come into the picture later on.  We understand that the 

European Parliament expressed the view that other areas ought to form part of this Directive.  

I wonder whether, through you, we could ask other colleagues who might be in the room and 

in a position to write to us, whether they could brief us about some of the areas that might be 

of concern were they to find their way in through negotiations or at a later stage.  The 

Committee would find such a briefing helpful. 

Ms Chennells: I am sure my colleagues would be delighted to do that. 

Chairman: Looking ahead at potential changes, that would be useful.  We can move on to the 

actuarial factors in calculating premiums and benefits for insurance. 

Q22  Earl of Dundee: Returning to the earlier point made by Baroness Massey on Article 4, 

what do you reckon the Government’s core attitude is towards this article, given that it 

reflects the impact of actuarial factors? 

Mr Field: We are concerned about the potential impacts both on consumers and the insurance 

industry of this article as currently drafted.  As Liz has said, we have the benefit of solid 

successful domestic legislation with regard to sex discrimination in goods and services, which 

still enables insurers to use objective risk calculations by reference to actuarial data on which 

it is reasonable to rely.  We are concerned that it does not appear to us that the necessary 

research and analysis has been carried out that would enable us to support the proposals put 

forward by the Commission as they currently stand.  That does not detract from our support 

overall. 

Q23  Earl of Dundee: Within paragraph 18 of your Explanatory Memorandum you reveal 

two inconsistencies.  The first is on projected outcomes.  One expects Directives to be 

consistent about these; but then we read that there may be financial consequences that have 
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not yet been fully identified.  Then there is an inconsistency with gender.  We learn that 

gender will be taken into account but only in so far as it does not lead to price differences 

based on gender.  What do we make of these two apparently conflicting statements? 

Mr Field: I appreciate that more clarification is needed there.  What do we mean about 

consequences that might not have yet been fully identified?  Insurances that would be affected 

by Article 4 include life assurance, annuities, income protection, critical illness policies, long-

term care and motor insurance; but the Directive does refer to “related financial services” 

without defining what those are.  One example of a related financial service would be equity 

release products, for example, where again longevity is a factor in the amount of equity that 

you can release.  We are somewhat concerned that there has not been much debate outside 

annuities and longevity issues, which is what seem to be driving the proposal; and we are 

therefore concerned that there could be unidentified consequences for other insurances or 

other financial services that we are not yet aware of.  We are just making it clear that we may 

not have fully identified all the consequences of Article 4. 

Q24  Earl of Dundee: What is the anticipated process for further consideration? 

Mr Field: We put our points to the Commission and they respond during the course of 

negotiations.  I would not want to pre-judge how those will come out at the end of the day.  

We have also consulted widely within the UK with the consumer groups and equal 

opportunities groups to try and identify what the consequences might be. 

Q25  Earl of Dundee: When would you hope to have in-house information from the UK 

groups, enabling your dialogue with the Europeans? 

Mr Field: We already have a fair amount of information, based upon Article 4 as currently 

drafted.  Obviously, that may change during the course of negotiations.  With reference to 

insurers being able to take sex into account provided it does not result in price differences; we 
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are thinking about the clarification that the European Commission made to its original 

proposal.  Essentially, insurance companies have to hold reserves of capital to meet future 

liabilities, known as prudential reserving.  Taking a significant risk factor such as gender out 

of insurance pricing means that potentially insurers cannot set their prices as efficiently as 

they would wish and will have to make additional reserves to cover the danger of adverse 

selection.  For annuities, for example, if the firm writes more female business than it had 

forecast when setting its annuity rates, it may have to raise reserves to reflect greater female 

longevity so that it holds sufficient money to meet its future liabilities.  The Commission’s 

clarification effectively means that firms will be able to take into account the fact that they 

have a greater than forecast number of female annuitants for setting future annuity rates, 

although those rates will still have to be the same for men and women.  This means that 

insurers can take gender into account as a back-office calculation, looking at the numbers of 

women and the numbers of men, and setting their rates according to the liabilities that they 

actually face, which is obviously a helpful development.  The industry would still have to set 

aside additional capital to cover any difference between the forecast male/female mix and 

whatever may turn out to happen.   

Q26  Lord Howie of Troon: On this question of equality, which is quite important, where 

there can be clearly shown to be actuarial differences in a variety of areas between the sexes, 

do you believe that these actuarial differences should be set aside in favour of what is actually 

an ideological position? 

Ms Chennells: That is the position in the Directive as it is currently being negotiated. 

Q27  Lord Howie of Troon: Do you think it is a good idea? 

Ms Chennells: The UK position has been to ask questions of that position, saying:  “Yes, of 

course, in principle we would not wish to see discrimination on the grounds of gender, but let 
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us look at the pragmatic situation and the real effect of what is going on here.  Let us look at 

whether there is solid data and whether it is reasonable to use that data in this particular 

decision, and ask whether it is discrimination or not, and ask whether it is a very sensible way 

of handling a difficult pricing issue. 

Q28  Lord Howie of Troon: Are your negotiations firm on this, or are they wobbly? 

Ms Chennells: They are not wobbly.  As I said at the beginning in my opening statement, this 

is a very complex set of proposals.  The more we ask questions about it of the Commission 

and the Presidency, the more complicated it emerges to be, to everybody.  By next Tuesday, 

we will have had six working groups of some length on this.  It will be discussed by Ministers 

for the first time at the beginning of June.  We have some way to go, and positions change as 

more information becomes available.  I have outlined the current UK position, which is to 

question the Commission on the implication of taking a point of principle, which we 

recognise is important, and not allowing any exemption for the kinds of things that we have 

already lived with in terms of exemptions within the UK in the last thirty years. 

Q29  Earl of Dundee: How confident at this stage are you that further sharpening-up on 

actuarial facts will achieve a useful purpose and a satisfactory accommodation?  If you detect 

a potential conflict between actuarial factors and idealism, where idealism says “let us treat 

everybody the same”, and actuarial evidence says, “for goodness sake, be a bit pragmatic; 

these are the facts” – and we already do have actuarial facts – do you then believe that such 

facts will not be misconstrued or overlooked and, if not, what ideal accommodation will be 

reached between a rather wishy-washy yet desirable on the one hand and the application of 

common sense on the other? 

Ms Chennells: We would say that we have two different kinds of right thing here.  I do not 

think we would say we have the right thing and we have wishy-washy; we have two different 
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sorts of right thing.  It is a question of principles and values as against operational 

effectiveness; and that is always a challenge, to find a satisfactory mid-point.  I do not think at 

this stage we can predict where negotiations involving 25 different players and the 

Commission are going to end up.  We are exposing to you now, in response to your questions, 

the complexity of the situation that we find ourselves in.  I hope we are also showing our 

understanding of the issues.  The UK annuities market is larger than any other comparable 

market in Europe.  It is, we believe, larger than the whole of the rest of Europe together.  We 

have a great deal of experience in the UK that we can bring to bear on these discussions, and I 

think that our experience is valued in those discussions.   

Mr Field: I support that.  Effectively you have two different definitions of fairness. Actuarial 

fairness takes into account greater male mortality, and against that you have a different 

definition of fairness that says the same income should come out of the same pension pot.  

Finding a compromise between those two definitions of fairness is what we have to try to 

achieve.  

Q30  Lord Howie of Troon: Turning to the possible extended implementation period of up 

to eight years, does the Government intend to press for that?  As you might put it, is this a red 

line? 

Ms Chennells: At the moment, we are more concerned about the point of operational 

provisions of the Directive than we are with implementation.  If we were to end up with a 

Directive that would provide more rather than fewer difficulties for the UK in adapting to the 

provisions of the Directive, then we would want to seek the longest possible period of 

implementation; but that may not be where we end up. 

Mr Field: We would also want to consult with industry and consumer groups ahead of 

implementation. 
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Q31  Lord Howie of Troon: I know there is a question of implementation, which in a sense 

suggests that you accepted the situation as it eventually turned out to be, and no doubt you 

will do, but ----- 

Mr Field: The extent of the implementation period is a direct consequence of the Commission 

recognising the potential impact of Article 4.  If it was changed, that could be reconsidered. 

Q32  Lord Howie of Troon: You cannot say “no”! 

Mr Field: I do not know. 

Q33  Baroness Greengross: Could I turn to what the Chairman of the FSA said recently 

when he expressed concern about the impact on the UK insurance business, which is, as you 

have said, Mr Field, particularly terribly important to this country.  I know they have very 

strong views about this Directive.  He suggested that the additional capital provision would be 

as much as £1 billion.  Do you, as the Treasury, agree with that, or do you have some view 

that is somewhat different?   

Mr Field: The expertise in prudential reserving lies within the Financial Services Authority.  

As an official, I can look at it logically and as I tried to explain earlier, I can see that some 

additional reserving would seem to be likely, but I would rely on the experts of the FSA to 

come up with a figure.  I personally have no basis on which to disagree with their estimate, 

which is a very broad-brush one, of around £1 billion. 

Q34  Baroness Greengross: We know that in France they do not have gender differentiation 

to the extent that we do in this country.  Have you done any research or made a comparison?  

I know the industry is smaller but it is still quite important. 

Mr Field: I understand that there is a niche market in annuities in France, which is not unisex 

– perhaps monosex would be a better word for it.  As I understand it, annuity products are 
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essentially priced at female rates, and life assurance products are essentially priced at male 

rates.  We would not necessarily want to import that model into the UK market.  We have a 

much larger insurance market, and perhaps part of the success of that is that you can take full 

actuarial pricing into account rather than using an exclusively female figure for annuities and 

an exclusively male rate for life assurance. 

Q35  Baroness Greengross: Moving on to pensions, do you think that these changes are 

going to have a very important, profound effect on the UK pensions policy on both providers 

and consumers, because we hear so much in the press at the moment of the worries about 

this?  What is your view about it? 

Ms Page: It is very difficult to assess what the impact would be because we are not yet clear 

as to the pensions that would be affected by this Directive.  We were originally a bit 

concerned that occupational pension schemes run by the insurance companies could be 

covered by Article 4.  If that were so, it would be very confusing because there is already a 

large body of equal treatment legislation applying to occupational pension schemes.  We 

asked the Commission to clarify that, and they did say they intend that occupational pension 

schemes and social security schemes should not be covered because this Directive is about the 

provision of goods and services outside the scope of the labour market, and that they will put 

forward an amendment at some stage; so we are waiting to see how we think that will change 

the nature of the directive.  The other consideration about pensions is that we are not clear 

which sort of annuities would be covered by the directive, depending on the nature of the 

savings vehicle for that pension.  The Commission have said that if the pension is private and 

voluntary and not part of an employment relationship, then it will be covered.  But when you 

start thinking about it, the way pension arrangements work in practice, they do not actually 

fall into these neat categories.  It would be very odd if we were to say that a personal pension 

that you alone have always contributed to and is the only pension you have contributed to, is 
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covered by the Directive, but that if you have the same sort of pension arrangement where the 

employer has also made a contribution, then the Directive would not apply.  What is the logic 

in that, because it is essentially the same product?  We are seeking further clarification as to 

how that would apply. 

Q36  Baroness Greengross: I spend a lot of my life looking at the issues about longevity and 

the ageing of the population.  There are all sorts of views now about the differential between 

men and women perhaps narrowing a little, or perhaps not.  We know that in the last census 

the Government Actuaries Department, the Statistics Office, got it wrong because we thought 

we are already where we were thought to be in 2025!  There is room to question what we 

mean by differential longevity.  I wondered how Government Departments were looking at 

this, and whether gender is going to be more important or less important, and how 

Government officials will treat that. 

Mr Field: I do not think people disagree that the current trend in life expectancy in the UK is 

for a narrowing of the difference between men and women.  Life expectancy at age 60 and 

above is increasing for both men and women, but male life expectancy is increasing faster 

than female.  If life expectancies do equalise, then insurance actuaries will no longer need to 

charge different annuity rates for men and women.  If the current trend were to continue 

beyond convergence to a situation where male longevity exceeded female, then insurers 

would price annuities accordingly.  The caveat is that it is very difficult to predict what rates 

will do in the future.  For example, insurance actuaries have consistently underestimated the 

extent of increases in longevity for both sexes.  Convergence of mortality rates could reverse.  

During the 1950s and 1960s the gap between male and female life expectancy was widening.  

It is also important to remember that population statistics are not very helpful for insurers 

because the insured population tend to live longer than the general population, and each 

insurer faces its own unique policy mix and claims experience.  From the individual insurance 

21 



company’s point view, what matters is who it has got on its books, not so much what the 

population statistics are doing.   According to data from the Government Actuaries 

Department, at age 60 a man can expect to live an extra 19.5 years and a woman for an extra 

23 years.  Life expectancy for women is greater than for men over the age of 65 in every age 

group.  It is worth adding that we do agree with the Commission’s view that sex should not be 

the sole determinant of annuity rates, and indeed it is not.  Age at date of purchase is by far 

the most significant factor.  Insurers can also take lifestyle factors into account.  For instance, 

smokers suffer on life insurance rates but get better annuity rates than non-smokers.  Annuity 

rates also vary according to what type of annuity you want to take out, whether it is a level 

annuity or increased against inflation, whether it is your life only or joint life so that your 

spouse can benefit after your death.  Annuity pricing is not simply a matter of gender.   

Chairman: On the longevity point, the gap has closed a bit but there is still a fairly 

significant gap even at 2023. 

Q37  Lord Howie of Troon: Is this not the sort of question that is essentially self-correcting, 

and therefore can be safely left to the industry itself to deal with, without a Directive? 

Mr Field: Providing they are using up-to-date and accurate statistics. 

Q38  Lord Howie of Troon: They do the best they can and are interested in ----- 

Mr Field: I think practice varies across the European Union, and other Member States may 

not have the benefit of the UK actuarial profession.   

Q39  Lord Howie of Troon: That is their tough luck, is it not? 

Mr Field: I am sure the industry would be only too happy to share its experience.  We do 

have a body in the UK called the Continuous Mortality Investigation Bureau, which receives 
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data from various insurance companies.  The claims data, the insurance companies keep to 

themselves because it is commercially confidential. 

Q40  Lord Howie of Troon: I have to say it is a fairly chauvinistic standpoint. 

Mr Field: As I say, the Continuous Mortality Investigation Bureau pools data from various 

insurance companies and publishes tables so that individual insurers can compare their own 

claims experience against that of other companies.  It enables them to keep up to speed with 

the latest developments in male and female mortality. 

Q41  Lord Colwyn: Although I understand that life expectancy is variable and we cannot 

predict what is going to happen, the draft response that we have received from the ABI states 

that they feel the Commission’s interpretation is a one-sided reflection of the academic debate 

about causes of the life expectancy gap, that there is simply an inadequate evidence base; and 

that the Commission sweeping through the differentiation on the basis of gender is 

discriminatory.  They say that still less does the evidence support the Commission’s view that 

data on marital status, socio-economic factors, employment/unemployment, regional areas, 

smoking and nutrition habits is either objective or that they are more reliable predictors of life 

expectancy.  Can you explain to us how, as it is at the moment, this Directive is likely to 

affect it? 

Mr Field: In the long run, the best way to ensure a greater income in retirement is to set aside 

more savings during your working life, regardless of what changes we make to annuity 

legislation.  We recognise the genuine concerns about pensioner poverty and the extent to 

which this affects women in particular.  However, there is a concern that a move to unisex 

annuities could paradoxically result in a fall in overall pensioner household income.  There is 

a danger that unisex annuity prices would stay nearer to the female rates than to male rates 

because of the dangers of adverse selection that I have already discussed.  The incentive 
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effects on men might be to be more likely to buy a single-life annuity rather than a joint life 

annuity to maximise the income they can get from the annuity, or to put their savings for 

retirement outside the pensions framework altogether so that the money is not subject to 

annuitisation.  When you look at the feasibility of unisex annuities, you say, “yes, I am sure it 

is feasible”; and we have to acknowledge that unisex annuities are already sold in the UK to 

people with protected rights pensions – although that is a niche market in the UK compared to 

the mass market.  Whether a unisex annuity is desirable depends on your point of view.  

Annuities are currently priced on the basis that an individual has a single fund of pension 

money with which to buy an income that will last until that individual’s death.  Taking into 

account how long that individual’s life is expected to be, delivers equality of treatment over 

that individual’s lifetime; so existing UK annuities are actuarially fair.  People who are 

expected to live a long time after retiring will receive less each year in order to make their 

pension fund last longer.  People who die relatively sooner subsidise those who live longer 

than expected.  I am not sure that the work has yet been done to assess the full effects of 

unisex annuities on incomes in retirement and on long-term savings behaviour.  I will be 

fascinated to hear the evidence that I am sure this Committee will receive on the subject over 

the course of this hearing. 

Q42  Lord Colwyn: Annuities are of interest to me, as my own annuity is one to three years 

away and I am going to have to do something about it.  I am not sure that I really understand 

what a unisex annuity is.  Is my annuity a unisex annuity?  I have no idea! 

Mr Field: I would suggest taking financial advice! 

Q43  Lord Colwyn: We will pass that one by!  Can you say whether the Commission has 

done any research on this and whether that research is available to us? 

Ms Chennells: Yes, they have, and we can give you a list of papers on which they depend. 
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Q44  Lord Harrison: I can recommend to Lord Colwyn that we do have a few spare former 

Chancellors of the Exchequer who might offer financial advice!  I would like to ask about 

motor insurance.  You have been advised of two questions, one of which is that if the gender 

criterion is removed in assessing motor insurance premiums, what effect for instance will it 

have on young women owning a car, and young men?  Will young women have to pay more 

and young men the same or less?  Treated globally, is it not the same, and will there not be an 

evening out in some way?  The second question, if I could tag this on and then give you 

notice of a third question: what about the older driver, where at the moment they have a 

history of one sort of another in terms of motor offences or past claims forms and so on?  That 

already exists in the United Kingdom, so will that difference in sex have any effect or impact 

beyond the stage of young people trying to acquire insurance? 

Mr Field: In terms of younger people, the obvious short-term effect is that younger men will 

find it cheaper to obtain car insurance, and younger women will find it more expensive.  

Motor insurers have told us that lower insurance rates for young men will tend both to 

increase the number of young men who buy and drive a car, as well as increase the proportion 

of young male drivers who can afford to insure larger and more powerful cars.  This will have 

adverse road safety implications.  The reason that younger male drivers pay more for car 

insurance at the moment is because as a group they claim more, and also they claim for larger 

amounts than women of the same age.  Actuarial pricing of motor insurance can have a 

positive influence on driver behaviour since the accident-free record reduces premiums.  

Actuarial pricing may help to reduce the incidence and severity of accidents, incentivising 

young men, aggressive and inexperienced drivers, to be more careful, saving lives and 

reducing injuries.  It is difficult to predict how the market might react to this change.  At the 

moment, at the age of 20 a woman can pay around half the car insurance premium that a man 

pays, and even at 29 the difference is about 10 per cent.  The difference reduces as people 
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continue to get older, with male and female rates crossing over at age 60.  You have also 

asked about the effect on older drivers whose driving patterns are more established.  For 

drivers over the age of 35, the difference between male and female car insurance rates is fairly 

small, generally less than about 5 per cent.  There are already a significant number of factors 

which can affect the premium charged – the type of car, the use, residence, convictions, 

motoring offences and so on.  There are sufficient numbers of factors probably to offset that 

gender difference.  However, the principle remains that if you cannot take relevant claims 

data fully into account; you are introducing inefficiency into insurance pricing that would not 

otherwise be there.  I think we would want to think long and hard before moving away from 

that. 

Q45  Lord Harrison: Your answer to the first part of the question was very interesting.  Let 

me tell you from the outset that I smell a rat.  I think it is always the case that insurance 

people will find opportunities to explain why premiums have to go up.  It is also counter-

intuitive, despite some of your own very interesting comments.  Surely there is a global 

amount at the end of moneys insured by both young men and young women for the cars that 

they drive; and are there not efficiencies introduced by, for instance, having to sell to the 

market your mono-priced policy, and also in making assessments in the whole bureaucracy 

that is associated with offering insurance on the market?  Is there not at least a compensating 

saving which would help to deflate the total sum?  Perhaps you could add to this, because I 

had expected you to talk about the French situation – but would you clarify for the Committee 

that in the case of France, they do not operate a unisex approach?  You say they operate a 

monosex approach, which is rather different from a global unisex approach.  If that is the 

case, are there other countries from whose experience we can draw, where they already do 

what is, as it were, intended, were the Directive to come into effect? 

26 



Mr Field: On the motor insurance point, it is very difficult to foresee exactly how the market 

will develop.  It seems to me intuitively that if you have such a broad difference between male 

and female rates at young ages, under unisex proposals there will be greater cost faced by the 

younger women drivers and reduced costs by younger male drivers. 

Q46  Lord Harrison: That will even out, will it?  The reduction for the man is equal to the 

increase for the woman. 

Mr Field: That is very difficult to say precisely.  If the prediction is that cheaper insurance for 

young male drivers will at the margins bring more male drivers onto the road and bring those 

who already drive into larger cars with the consequent increase in cost of claims, then since 

insurance premiums for motor insurance are essentially driven by claims experience, if the 

results of this were to worsen claims experience, maybe it would not even out. 

Q47  Lord Harrison: I heard you say that, and I will think about it hard, but I have to say 

that I am wholly sceptical on that.  Above that, is it not the case that if you, as an insurer, are 

offering to the population of young people insurance, there must be savings over and above 

what you would normally have, simply because you are offering it on a unisex basis? 

Mr Field: I am not sure about that.  There are certainly insurers who specialise in providing 

insurance to women drivers. 

Q48  Lord Harrison: No, not to women drivers.  You are now providing to the total 

population of young people.  There must be compensation, savings, in that you do not have to 

differentiate on a gender basis. 

Mr Field: I would have thought that if gender is a relevant factor in claims experience, then 

taking that into account in setting the premiums itself is going to result in the lowest economic 

premiums that can be charged.  I am not sure what ----- 
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Q49  Lord Harrison: Let me get you to the point.  Even if that were true, would it still not be 

true, were you to do it on a unisex basis, that there must be compensating bureaucratic 

savings, administrative savings? 

Mr Field: You mean that administration costs will be lower because you do not have to ask 

people to tick the box whether they are male or female? 

Q50  Lord Harrison: Yes. 

Mr Field: I understand that administration costs are less than 10 per cent at the moment.  In 

the car insurance market there are many firms out there, all competing for your business, and 

none of them want to charge more than they have to and all of whom will keep their costs 

down. 

Lord Harrison: This is an area we need to explore further; the idea that they are doing this 

beneficially for us, keeping their costs down, may or may not be true, but it must be true that 

if you are doing it on a unisex basis you are saving time in the office in terms of research and 

everything else. 

Q51  Baroness Howarth of Breckland: Presumably, when we are looking at definition and 

exemptions – because this is what we are talking about; we are talking about principle and 

now we have some exemptions in this case to do with whether or not we treat young women 

and young men differently in terms of claims – is there any research across Europe, not just in 

this country – and I believe there is - that says that young men have a higher incidence of 

accidents and road problems and therefore cost more to the industry?  If that is so, the 

complexity of definition that Ms Chennells was talking about earlier is even greater.  Surely, 

in Europe, looking at the Directive, we should not be looking at one single issue but the 

broader issue?  If that is so, there are health issues about accidents and costs, and general 

social costs in terms of managing what happens after accidents.  In terms of whether or not it 
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is going to cost the same because young men and women will pay the same is the argument 

that you are pursuing, but there are other issues in this.  I do not know if there is research that 

would underpin your argument, or whether there is a broader issue about the social 

implications, which surely in your deliberations you have to take in the European context?  I 

think that that is what Ms Chennells meant about the complexity of the debate.  Have I just 

muddied the water? 

Mr Field: There is certainly evidence that actuarial pricing of motor insurance can influence 

driver behaviour positively.  I have read a recent Canadian study of social insurance versus 

actuarially-priced motor insurance dealing with specific problems in British Columbia, which 

estimated that introducing actuarial insurance pricing would have saved 15,000 injuries in one 

year.  Other European countries do not use the same model for motor insurance that we do, 

and some European countries quite simply price on the size of the motor vehicle. 

Q52  Baroness Howarth of Breckland: They might have some evidence about accidents 

from the health side, which would be useful. 

Mr Field: I have not seen the full data on that, but I am sure you can obtain that from the 

industry during the course of your investigation.  I would add that using gender as a factor in 

helping to price motor insurance has – not only is there a clear statistical correlation between 

age, sex, accidents and size of claims, but it is also a very easy and cost-effective factor to 

take into account.  If you did not take it into account, you would have to have more intrusive 

questioning and further administrative costs rather administrative savings. 

Q53  Earl of Dundee: Following from your recent points and earlier remarks when you 

indicated that road safety considerations must transcend financial matters, what indication is 

there then that the Government is taking a strong line against the prospect of lower costs for 

younger male drivers? 
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Mr Field: All we are saying is that as Article 4 is currently drafted, which is really running on 

the back of the arguments about longevity and annuities, it has all these effects on other types 

of insurance, motor insurance being a very clear example 

Q54  Earl of Dundee: If young men are more dangerous drivers than young women, then the 

level of their motor insurance premiums will control two consequences. If this level remains 

high fewer road accidents and deaths will occur. If it is lowered more will occur. Does the 

Government acknowledge this simple cause and effect? 

Mr Field: These are the points that we are hoping to make during the course of the 

negotiations, as to why we think that perhaps not all the consequences of Article 4 as 

currently drafted have been fully taken on board by the Commission.  We shall see what 

emerges, but I would not want to tar all young male drivers, having been a young male driver 

myself, with the same brush.  Nevertheless, we do have a correlation between age, sex and 

claims experience. 

Q55  Earl of Dundee: Certainly there should be far less automatic blame of others on the 

roads. 

Mr Field: It is always the other driver.  

Q56  Lord Howie of Troon: It seems to me quite likely that as far as young drivers are 

concerned, this would even itself out as young women drivers become more aggressive, as 

they have shown themselves to be – or more assertive.  Taking the total picture over the 

whole range, what is the Government’s negotiating position, or does it accept the draft 

Directive as it stands? 
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Ms Chennells: No, the Government does not accept the draft Directive as it stands; the 

Government is negotiating the draft Directive, and that is the process that we are engaged in 

at the moment.   

Q57  Lord Howie of Troon: What do you hope to achieve? 

Ms Chennells: We hope to achieve an outcome that is satisfactory to all 25 countries that are 

handling the negotiations, and the Commission, an outcome that promotes equal treatment for 

the field of goods and services across Europe and which is beneficial for the United Kingdom. 

Q58  Lord Howie of Troon: I can see from that reply that you will go far! 

Ms Chennells: Thank you! 

Lord Colwyn: My Lord Chairman, I might draw attention to a document I was sent in 

December 1999 called Women on the Road; Study of Female Car Users by the Society of 

Motor Manufacturers and Traders.  It might be worth seeing if it was updated because it 

answers all the questions we have heard this afternoon. 

Baroness Massey of Darwen:  Maybe young men have become less aggressive. 

Lord Howie of Troon:  Not in my experience. 

Q59  Baroness Massey of Darwen: That is not my question.  Are there more young male 

drivers on the road than there are young female drivers?  If there are, they will have more 

accidents. 

Mr Field: I do not have the data on that, I am afraid. 

Q60  Baroness Massey of Darwen: Do you see my point?  Could we find out? 

Ms Chennells: The data suggests that young men are more likely to have accidents, taking 

any particular young man; he is more likely to have an accident than a young woman.  The 
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claim that he makes typically is going to be of higher value than the claim made by a young 

woman.   

Chairman: We do have evidence before us on the average claims by men and women by age 

group, and with very young drivers the differences are quite substantial at the moment.  I am 

mindful of the time.  You have given us a great deal of information. 

Q61  Baroness Howarth of Breckland: We would like you to let us know if there are any 

other areas you think we have missed because the definition issue is a difficult one.  As you 

go through, no doubt other issues will come to your attention in Europe and in the 

Commission debates that we are not aware of at the moment, so that would be very useful. 

Ms Chennells: We will do that. 

Q62  Chairman: Is there anything else you wanted to add on your side? 

Ms Chennells: I am sure you are right that there will be other potential effects.  One that I 

might quote as an example is the area of housing where people may choose to rent out a room 

to somebody else in their private household.  As it stands at the moment, it may be that that 

would be affected by this Directive.  The UK position would be likely to be that we would 

wish to protect the individual’s right – you can imagine perhaps an elderly woman living on 

her own; if she chooses to augment her income by letting a room in her house, to be able to 

choose whether it is to a man or a woman.  That is an example of an area we would be 

exploring to see what the impacts of the Directive might be. 

Q63  Chairman: Thank you very much.  We have noted that.  I thank you and your team for 

coming along. 

Ms Chennells: Thank you very much.  We do regard this process very much as being a 

constructive one that will help us to negotiate the best outcome. 


