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Thank you for your letter ofP;}/éétober.

v We are all, of course, fully committed to the objective of
ensuring that the Bill contains, on introduction, clauses covering all
the main aspects of our reforms, and I think there may be an element
of misunderstanding between us over the extent to which a Bill
introduced in the New Year risks being incomplete.

3. Lawyers here have completed a draft of instructions to Counsel so
far as they are able - final drafts for urgent comments from other
Departments were circulated on 26 October - on most of the key areas
to do with the system for assessing child maintenance, the formula,
the making of estimated assessments, and the making of deductions from
benefit; the collection and enforcement of maintenance payments; the
staffing, structure and powers of the Child Support Agency, including
its powers of access to necessary information; the appointment and
functions of officers of the Child Support Agency; the obligation to
claim maintenance which we shall be imposing on benefit recipients;
and the availability of the Child Support Agency’s services to those
not on benefit. They have also been working on the nature of the
liability which we seek to create on all parents to maintain their
children. I know that James Mackay’s officials are anxious that we
should be fully aware of the impact of our proposals on existing
family law for which a number of Departments are responsible. I
recognise their concern, and understand that my officials have just
received a paper from James’ which set out the issues and will be a

useful basis for their early resolution.




4. Officials here have also taken work as far as they can on the
interface between the Child Support Agency and the courts - I know
that James Mackay’s officials have been working with mine to identify
ways of resolving several issues which previously appeared difficult.
On the appeals structure, we are all agreed on the status of the
initial assessment and of an initial review within the Child Support
Agency; arguments about the destination of appeals beyond that are
finely balanced, and we are not yet completely of one mind. My
officials have agreed with James’, however, that it will be perfectly
in order for this matter to be covered by regulation-making powers in
the primary legislation; and we shall, of course, be continuing urgent
efforts to resolve the substantive issue. We are clear that it should
be resolved at the latest in time for the introduction of the Bill.

5. I am conscious that the fact that we have been preparing these
instructions simultaneously with working on the White Paper means that
there must be a possibility that some of their contents will not be
absolutely final, particularly on detailed technical matters. But the
major policy is clear, and the measure of agreement between James and
me - as evinced in my reply of 19 October (which I hope you have now
seen) to his letter of 18 October - makes me confident that we are
well on course.

6. In view of all this, I do not believe that a meeting of the three
of us would serve any particularly useful purposes at this stage. If
the work being done by our officials identifies specific issues which
we need to resolve, then I shall, of course, be happy to discuss
again.

7 I am copying this to the Prime Minister, to James Mackay and to
Sir Robin Butler.
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"CHILDREN COME FIRST:
THE GOVERNMENT’S PROPOSALS ON MAINTENANCE FOR CHILDREN"

I am enclosing a copy of the White Paper which the Lord Chancellor, my
Secretary of State, the Secretaries of State for Scotland and Northern
Ireland and the Lord Advocate are laying before Parliament today. The
White Paper contains the Government'’s proposals for a new system “for
the maintenance of children and invites comments by 14 December.

I enclose also a copy of the Statement which my Secretary of State is
making to the House of Commons this afternoon. The Lord Chancellor is
making a similar one in the House of Lords.

I am copying this letter to the Private Secretaries to all members of
Cabinet, to Murdo MacLean and to Sonia Phippard.
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DEBBIE HEIGH
Private Secretary




STATEMENT ON CHILD MAINTENANCE

With permission, Mr Speaker, I should like to make a statement about
the Government’s proposals for a new system for securing the
maintenance of children, on which a White Paper entitled "Children

Come First" is being published today. Copies have been placed in the

Vote Office.

I should emphasise at the outset that, while it has seemed appropriate
for me as Social Security Secretary to make this statement, the
purpose and context of these proposals extend well beyond my
Department. The White Paper is presented jointly by myself, my Noble
and Learned Friend the Lord Chancellor, my Rt Hon and Learned Friend
the Secretary of State for Scotland, my Rt Hon Friend the Secretary of
State for Northern Ireland and my Noble and Learned Friend the Lord

Advocate; and my Noble and Learned Friend the Lord Chancellor is also

making a statement today in another place.

Governments cannot of course ensure that all children always live with

both their parents. But it can and should seek to ensure that,

whatever the underlying circumstances, the welfare of the children is

the prime consideration. An effective system for securing their

financial maintenance is an important element in achieving that

objective.

The present arrangements are, by common consent, deficient. As the

various surveys and background papers published with this White Paper

clearly show, they are fragmented, inconsistent, and too often subject
They lack systematic provision for review

to uncertainty and delay.

and up-dating as circumstances change.
obligation has been clearly established, it can be difficult to

Even where a maintenance

enforce and the caring parent may face great additional difficulties

and pressures in protecting the children’s rights.




The result is that only 30 per cent of lone mothers and 3 per cent of

lone fathers currently receive maintenance for their children

regularly, and that some two thirds of lone parents and their children
now depend wholly or partly on Income Support. Such a position is in
the interests of neither the parents nor, above all, the children.

And of course it places a large burden on those who pay tax, many of
whom are themselves bringing up children on perhaps quite modest
incomes. The cost of income-related benefits for lone parents has
risen, in real terms, from less than £1 1/2 billion in 1981/82 to over
£3 billion in 1988/89.

As the House is aware, a number of steps have already been taken,
either administratively or through legal changes such as those in the
recent Social Security Act, to make improvements within the present
system. We shall press ahead with these, since it will clearly take
time to undertake wider reform. But the Government have firmly
concluded that such wider reform is now required, and the White Paper

sets out our proposals.

There are three major elements in those proposals. The first is a
clear formula for the assessment of maintenance, which can be applied
administratively rather than through the courts. The aim here is to
establish a single system available to all, giving consistent and
predictable decisions with a realistic relationship to the costs of

providing for the care of a child, and subject to regular reviews.

The second is a purpose-built agency to undertake the assessment

itself, and the work of collection and enforcement where necessary.
The third is measures to enhance the payment of maintenance as a
foundation on which lone parents can build greater independence for

themselves and their children.

I will deal briefly with each in turn.




&
The

The assessment formula will itself consist of three main parts.

starting point will be the calculation of a maintenance bill, which
all parents will be expected to pay if they can afford to do so. It
will be based on the appropriate Income Support rates, including the
caring parents own personal allowance. This represents the costs of

caring for the children, and will thus take account of the number and

age of the children.

Once the bill is calculated, the next step will be to assess the
amount which the absent parent keeps from his net income for his own
necessary expenses. This is described in the White Paper as "exempt

income". This will include his reasonable housing costs and the costs

of any other children he is liable to support. There will,
additionally, be a protected level of income, set by reference to the

Income Support level, to avoid the situation in which the absent

parent could be better off on benefit rather than in work.

Thirdly, the amount expected to be paid in maintenance is then worked
out on the basis of sharing the remaining income - what is left after
allowing for the necessary expenses - equally with the children, up to
the point at which the maintenance bill is met. Once this has
occurred, contributions will continue, but taking a smaller share of
any additional exempt income: thus, as would be expected in any
family, the children will share in the standard of living of their
Where the caring parent has sufficient income, he or she

parents.
will also be expected to contribute towards the maintenance bill.

Absent parents on Income Support have the same basic responsibility
towards their children as others, and we therefore think it right both

to bring them within the system and, with appropriate exceptions, to

expect from them a small maintenance contribution. The White Paper

suggests 5 per cent of the adult personal allowance, in line with the

standard deductions made for other purposes.

We hope to begin applying the formula within the current system from

early in 1992.




The second main element in our proposals in the establishment of a
Child Support Agency. It will have responsibility for tracing absent
parents, assessing, collecting and where necessary enforcing
maintenance payments. It will need powers to make a legally binding
assessment, to require information and to determine the method of
payment. It will be required to review the maintenance payable every
year. In Great Britain, the Agency will operate as a Next Steps
executive agency within my department. The Secretary of State for

Northern Ireland will make similar arrangements in Northern Ireland.

When the Agency is fully operational, the courts will no longer decide
applications for child maintenance or applications to vary existing
awards. The courts will retain jurisdiction over related matters
which arise when parents separate or divorce. These matters include
residence of and contact with children, disputed paternity, property
settlements and spousal maintenance. We hope that the Agency will
begin work in early 1993 though the number of cases potentially
involved means that it will be some time before all existing cases can

be taken on.

Parents may choose to apply to the agency or make their own private
arrangements, using if they wish the published formula. Where however
the caring parent is receiving Income Support or Family Credit for
herself and the children - that is to say where the public can be seen
to have an interest - she will be obliged to use the Agency’s

services.

Since it is no more acceptable for a caring parent simply to choose
not to seek maintenance than for an absent parent simply to choose not
to pay it, we think it right - again with appropriate exceptions - to

make it possible for a deduction to be made from the adult personal

allowance if he or she unreasonably refuses to help in pursuing it.




The third element in our proposals, to which I also attach great
importance, is one which builds on the advantages of regular payments
of maintenance in making it easier for lone parents, as many wish to

do, to move from reliance on Income Support into work and thus greater

independence.

To this end we propose, at the same time as the formula is introduced,

to make two significant changes in benefit rules.

One is to introduce into Family Credit, Housing Benefit and Community
Charge Benefit a maintenance disregard of £15 a week, so that only
above that level will maintenance have any effect on the help

otherwise given by these benefits to parents who are working.

The other will be to widen the scope of Family Credit for all parents,
but in a way likely to be of particular importance to lone parents.

We shall make it possible to claim this benefit when working only for

16 hours weekly, instead of the present 24.

This should make it much easier for them to combine work with their

responsibilities of caring of their children. A parallel change will

be made in the Income Support rules, so that this can be claimed only
when working less than 16 hours. In making these changes, we shall

ensure full transitional protection for the small number of people who

might otherwise be adversely affected.

The choice of whether to work or not must of course be for the parent.
But it is clear that many wish to do so, and where that is so it is

right that we should seek to help, as these measures will.

Mr Speaker, our proposals for a formula and an Agency, including the

rights of appeal to whose precise form we are giving further
consideration, will require legislation. This will be brought forward

when Parliamentary time allows.




In the first two years, our proposals will give rise to some

additional net expenditure, principally in establishing the Agency and

in making the benefit changes I have just described. From then
onwards, however, we expect to see net savings, initially modest but

building up in the longer term.

More important, however, we shall have a system which better serves
the parents and the children themselves. 1In conjunction with the
Children Act and with the wide-ranging review of the family justice
system as a whole which the Government has in hand, it is an important

further step in making sure that children do indeed come first.
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3.37 pm

The Secretary of State for Social Security (Mr. Tony
Newton): With permission, Mr. Speaker, I should like to
make a statement about the Government’s proposals for a
new system for securing the maintenance of children, on
which a White Paper entitled “Children Come First” is
being published today. Copies have been placed in the
Vote Office.

I should emphasise at the outset that, while it seemed
appropriate for me as Social Security Secretary to make
this statement, the purpose and context of these proposals
extend well beyond my Department. The White Paper is
presented jointly by myself, my noble and learned Friend
the Lord Chancellor, my right hon. and learned Friend the
Secretary of State for Scotland, my right hon. Friend the
Secretary of State for Northern Ireland and my noble and
learned Friend the Lord Advocate. My noble and learned
Friend the Lord Chancellor is also making a statement
today in another place.

Governments cannot, of course, ensure that all children
always live with both their parents, but they can and
should seek to ensure that, whatever the underlying
circumstances, the welfare of the children is the prime
consideration. An effective system for securing their
financial maintenance is an important element in achieving
that objective.

The present arrangements are, by common consent,
deficient. As the various surveys and background papers
published with this White Paper clearly show, they are
fragmented, inconsistent, and too often subject to
uncertainty and delay. They lack systematic provision for
review and updating as circumstances change. Even where
a maintenance obligation has been clearly established, it
can be difficult to enforce and the caring parent may face
great additional difficulties and pressures in protecting the
children’s rights. The result is that only 30 per cent. of lone
mothers and 3 per cent. of lone fathers currently receive
maintenance for their children regularly, and that some
two thirds of lone parents and their children now depend
wholly or partly on income support. Such a position is in
the interests of neither the parents nor, above all, the
children, and, of course, it places a large burden on those
who pay tax, many of whom are themselves bringing up
children on perhaps quite modest incomes. The cost of
income-related benefits for lone parents has risen, in real
terms, from less than £1-5 billion in 1981-82 to more than
£3 billion in 1988-89.

As the House is aware, a number of steps have already
been taken, either administratively or through legal
changes such as those in the recent Social Security Act
1989 to make improvements within the present system. We
shall press ahead with those, since it will clearly take time
to undertake wider reform, but the Government have
firmly concluded that such wider reform is now required.,
and the White Paper sets out our proposals.

There are three major elements in those proposals. The
first is a clear formula for the assessment of maintenance,
which can be applied administratively rather than through
the courts. The aim here is to establish a single system
available to all, giving consistent and predicable decisions
with a realistic relationship to the costs of providing for the
care of a child, and the subject to regular reviews. The
second is a purpose-built agency to undertake the
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assessment itself, and the work of collection and
enforcement where necessary. The third is measures to
enhance the payment of maintenance as a foundation on
which lone parents can build greater independence for
themselves and their children. I will deal briefly with each
in turn.

The assessment formula will itself consist of three main
parts. The starting point will be the calculation of a
maintenance bill, which the parents will be expected to pay
if they can afford to do so. It will be based on the
appropriate income support rates, including the caring
parents own personal allowance. That represents the costs
of caring for the children, and will thus take account of the
number and age of the children.

Once the bill is calculated, the next step will be to assess
the amount which the absent parent keeps from his net
—1I will stress net—income for his own necessary expenses.
That is described in the White Paper as “exempt income”
and it will include his reasonable housing costs and the
costs of any other children he is liable to support. There
will, additionally, be a protected level of income, set by
reference to the income support level, to avoid the
situation in which the absent parent could be better off on
benefit than in work.

Thirdly, the amount expected to be paid in maintenance
is then worked out on the basis of sharing the remaining
income—what is left after allowing for the necessary
expenses—equally with the children, up to the point at
which the maintenance bill is met. Once that has occurred,
contributions will continue, but taking a smaller share of
any additional exempt income and thus, as would be
expected in any family, the children will share in the
standard of living of their parents. Where the caring parent
has sufficient income, he or she will also be expected to
contribute towards the maintenance bill.

Absent parents on income support have the same basic
resoponsibility towards their children as others, and we
therefore think it right both to bring them within the
system and, with appropriate exceptions, to expect from
them a small maintenance contribution. The White Paper
suggestt 5 per cent. of the adult personal allowance, in line
with the standard deductions made for other purposes. We
hope to begin applying the formula within the current
system from early in 1992.

The second main element in our proposals is the
establishment of a Child Support Agency. It will have
responsibility for tracing absent parents, assessing,
collecting and where necessary enforcing maintenance
payments. It will need powers to make a legally binding
assessment, to require information and to determine the
method of payment. It will be required to review the
maintenance payable every year. In Great Britain, the
Agency will operate as a “next steps” executive agency
within my Department. The Secretary of State for
Northern Ireland will make similar arrangements in
Northern Ireland.

When the agency is fully operational, the courts will no
longer decide applications for child maintenance or
applications to vary existing awards. The courts will retain
jurisdiction over related matters which arise when parents
separate or divorce. Those matters include residence of
and contact with children, disputed paternity, property
settlements and spousal maintenance. We hope that the
agency will begin work in early 1993, though the number
of cases potentially involved means that it will be some
time before all existing cases can be taken on.
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Oral Questions

3.32 pm

Mr. Speaker: I have a short statement to make about
oral questions next Session.

The House has now agreed to the first report of the
Select Committee on Procedure relating to oral questions
and to certain changes in the relevant Standing Orders.
The main effects of this decision will be that, as from the
first day of the next Session, Wednesday 7 November, oral
questions will have to be tabled in person by hon.
Members, and only a limited number of oral questions
tabled will be printed. The Table Office has prepared a
short note explaining the exact effects of the changes, and
this will be available to hon. Members in the Table Office
and in the Whips’ Offices.

The Procedure Committee Report left one or two
matters to my discretion, in particular the exact number of
questions to be printed, and the timing of the shuffle. So
far as numbers are concerned, I propose initially to
authorise the numbers suggested in the report.
Accordingly, for those Departments answering for the
whole of Question Time a maximum of 40 questions will
be printed. For those Departments answering until 3.10 or
3.15, the maximum figure will be 30. For the Prime
Minister the figure will be 10. Similarly for the smaller
Departments that answer for five or 10 minutes, the
maximum will also be 10. As the Procedure Committee
recommended, I will review those figures from time to time
in the light of experience.

The present deadline for oral questions to be included
in the daily “shuffle” will be extended from 4 pm to 5 pm.
Again, I will review this when the new system has been in
operation for a period.

I hope that any hon. Member who is still uncertain
about how the new system will operate will not hesitate to
consult the Table Office before the House is prorogued, so
that the new system can get off to a smooth start on 7
November.

Several Hon. Members: On a point of order, Mr.
Speaker.

Mr. Speaker: Order. I do not think that any points of
order can arise from that—it is an Order of the House.

Mr. Dennis Skinner (Bolsover): On a point of order,
Mr. Speaker. Could you please explain, the question of
—[ Interruption.]

Mr. Speaker: Order. I call Mr. Cryer first.

Mr. Bob Cryer (Bradford, South): On a point of order,
Mr. Speaker. The question that arises is about the number
of Prime Minister’s questions, which has been set at 10.
What will happen if hon. Members pull out, as they
frequently do, both in Prime Minister’s Question Time and
in other Question Times? Will the maximum number of
questions take it into account that some hon. Members
who are lucky enough to be in the first 10 may pull out
before Prime Minister’s Question Time starts? Will
questions then include the 11th, 12th, 13th and 14th and so
on, as for other Question Times to replace the withdrawn
questions.
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Mr. Speaker: Order. Allow me to answer one point at
a time. If hon. Members table questions themselves—that
will be the procedure in the future—I should be surprised
if a large number of them who are in the first 10 do pull
out.

Several Hon. Members rose——

Sir Peter Emery (Honiton): On a point of order, Mr.
Speaker. May I, on behalf of the Procedure Committee,
thank you for acting within two working days of the
recommendation of the House to bring in something that
will, first, benefit the real Members of Parliament——

Mr. Speaker: Order. I think that that is a bit
provocative. We are all real Members of Parliament!

Sir Peter Emery: Allow me to finish my question, Sir. It
will benefit real Members who do not take part in the
syndicalisation of questions, which is likely——

Mr. Speaker: Order. We have a heavy day ahead of us.
I hope that the hon. Member is coming to a conclusion.

Sir Peter Emery: It is likely to result in a saving to the
Exchequer of something over £3 million. The House
should be grateful.

Mr. Skinner: On a point of order, Mr. Speaker. You
mentioned in your remarks that the limit on Prime
Minister’s questions would be 10. I suggest that you look
at that afresh because you will find, on examination, that
in the past two or three years, there have been at least three
occasions when 10 was exceeded. There was one occasion
when you personally called more than 14 because people
were missing and so on. It is not a matter of hon. Members
pulling the questions out if they are in the first 10. Towards
the end of a session when hon. Members are missing, as on
two previous occasions, we could finish up running short.

Several Hon. Members rose——

Mr. Speaker: Order. We do not really want further
points of order on this. It is not for me to second-guess
what the Select Committee has decided and recommended.
I have already said to the whole House that I shall keep the
matter under review. If I think that the maximum numbers
need to be increased, thaat will certainly be done. I shall
take one more point of order.

Mrs. Margaret Ewing (Moray): On a point of order,
Mr. Speaker. You have kindly said that you will monitor
the new arrangements. May I ask in particular that you
pay attention to the geographical distance of the
constituencies of some hon. Members from the House?
The extension from 4 o’clock to 5 o’clock will not make
much difference to Members from the north of Scotland,
the regions of England and Wales, who are not within easy
communication distance of the House. Will you ensure
that we are not in any way disadvantaged when tabling
questions?

Mr. Speaker: I cannot interfere with the shuffle. I hope
that the hon. Lady is not asking me to do that.




7' Child Maintenance

Parents may choose to apply to the agency or make
their own private arrangements, using if they wish the
published formula. Where however the caring parent is
receiving income support or family credit for herself and
the children—that is to say where the public can be seen to
have an interest—she will be obliged to use the agency’s
services.

Since it is no more acceptable for a caring parent simply
to choose not to seek maintenance than for an absent
parent simply to choose not to pay it, we think it right
—again with appropriate exceptions—to make it possible
for a deduction to be made from the adult personal
allowance if he or she unreasonably refuses to help in
pursuing it.

The third element in our proposals, to which I also
attach great importance, is one which builds on the
advantages of regular payments of maintenance in making
it easier for lone parents, as many wish to do, to move
from reliance on income support into work and thus
greater independence. To that end we propose, at the same
time as the formula is introduced, to make two significant
changes in benefit rules.

One is to introduce into family credit, housing benefit
and community charge benefit a maintenance disregard of
£15 a week, so that only above that level will maintenance
have any effect on the help otherwise given by those
benefits to parents who are working. The other will be to
widen the scope of family credit for all parents, but in a
way likely to be of particular importance to lone parents.
We shall make it possible to claim this benefit when
working only for 16 hours weekly, instead of the present
24. That should make it much easier for parents to
combine work with their responsibilities for caring for
their children. A parallel change will be made in the
income support rules, so that that can be claimed only
when working less than 16 hours. In making those
changes, we shall ensure full transitional protection for the
small number of people who might otherwise be adversely
affected. The choice of whether to work or not must of
course be for the parent. But it is clear that many wish to
do so, and where that is so it is right that we should seek
to help, as these measures will.

Our proposals for a formula and an agency, including
the rights of appeal to whose precise form we are giving
further consideration, will require legislation. That will be
brought forward when parliamentary time allows. In the
first two years, our proposals will give rise to some
additional net expenditure, principally in establishing the
agency and in making the benefit changes I have just
described. From then onwards, however, we expect to see
net savings, initially modest but building up in the longer
term. More important, however, we shall have a system
which better serves the parents and the children
themselves. In conjunction with the Children Act 1989 and
the wide-ranging review of the family justice system as a
whole, which the Government have in hand it is an
important further step in making sure that children do
indeed come first.

Mr. Michael Meacher (Oldham, West): Is the right hon.
Gentleman aware that we strongly support the principle of
the state assisting with the collection of child maintenance
and agree that fathers should be expected to accept
responsibility for their children? As the House knows, 1
issued a consultation paper last year, making that proposal
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a month before the Prime Minister’s speech recommend-
ing it, which demonstrates that there is cross-party support
in the House for this principle.

However, we have considerable reservations about the
means by which the right hon. Gentleman intends to
operate the agency. In particular, is it not clear from the
way that the Government have drafted the scheme that the
main intention is to save public expenditure rather than to
remedy child poverty and enable lone parents to gain
self-sufficiency? When there has been time for people
clearly to read the paper, perhaps they will think that it
should have been entitled not “Children Come First” but
“The Treasury Comes First.”

For a mother on income support, where the right hon.
Gentleman is proposing no disregard on maintenance—so
the mother is permitted to keep none of the money
collected without a corresponding reduction in her income
support—it is clear that she gains nothing; only the
Government gain, through a reduction in public
expenditure. Will not the father feel intense resentment
that none of his enforced maintenance will go to the child
or to the mother, only to the Department of Social
Security? Is not the lack of a maintenance disregard when
the mother stays at home with her child a basic flaw in the
scheme, as without it, neither mother nor father will have
an incentive to participate? Does not that reveal that the
real purpose behind the scheme is to save Government
expenditure?

If the mother does seek a job, will the £15 maintenance
disregard that the right hon. Gentleman is proposing for
family credit, really assist her in gaining her independence
when she still has to meet far higher expenses in child care
costs and, if she is an owner occupier, in mortgage interest
payments? Does the right hon. Gentleman accept that,
given those large offsets, a mother would probably have to
earn more than £150 a week—10 times as much—before
she was better off than she would be on income support?

Will a £15 maintenance disregard on family credit offer
much of a pathway out of poverty? According to a recent
CBI survey, 70 per cent. of lone parents want to work but
cannot because there is no child care provision available.
Is it not clear that, without those other elements, of a
genuine family policy, which the Government have so far
grossly neglected, the right hon. Gentleman’s proposal will
do very little either to cure poverty or to help lone parents
to regain their independence?

As to the father—the absent parent is usually the father
—will not the requirement for him to pay up to 50 per cent.
of his income, after allowances for necessary personal
expenses, simply transfer poverty from the first family to
the second family if the father has other children in
another relationship?

Will the right hon. Gentleman confirm that surveys
have shown that up to one third of men liable to pay child
maintenance are either unemployed or on very low
incomes, so that, even given a protected income for the
second family at income support levels, the right hon.
Gentleman’s proposal will simply leave both families on
the poverty line? Does not he understand that, if he takes
a punitive attitude to absent fathers and forces them to
make unreasonable levels of payment, he will create
hostility and antagonism and damage the relationship
between the absent father and his child?

Will the right hon. Gentleman confirm that he wanted
a scheme along the lines of the Australian and Wisconsin
models, whereby the father would pay to support the child,
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and at much lower percentages of his income—but the
Treasury insisted that the father should pay for the full
maintenance costs of the mother as well, including her
mortgage interest payments, up to the crippling rate of 50
per cent.?

Does not that again expose the fact that it is a cost
saving, not a poverty reducing, exercise? Is it not likely that
a penal 50 per cent. repayment rate will have the perverse
result of pushing more second families into dependence on
benefit than it will rescue first families from it? Will the
right hon. Gentleman also reconsider the element of
compulsion in the scheme, which forces the mother to
name the father on pain of otherwise losing up to 20 per
cent. of benefit? Will the mother have an untramelled
right——

Ms. Clare Short (Birmingham, Ladywood): Some of
the children are yours.

Mr. Meacher: —to refuse to name the father when she
fears that he might be violent or where she may not be
certain that she knows who is the father?—/ Interruption. ]

Ms. Short: They might have illegitimate children.

Mr. Jerry Hayes (Harlow): On a point of order, Mr.
Speaker.

Mr. Speaker: Order. All these interruptions take time.
We are in the middle of hearing a response to the Secretary
of State’s statement.

Mr. Hayes rose——

Mr. Speaker: Do I understand that an allegation has
been made against the hon. Gentleman?

Mr. Hayes: A remarkable allegation was made, Mr.
Speaker, by the hon. Member for Birmingham, Ladywood
(Ms. Short)—all the more remarkable, I suspect, to my
wife than to me—that I had sired illegitimate children. To
the best of my knowledge, I have not.

Ms. Short: I was not referring, Mr. Speaker, just to the
hon. Member for Harlow (Mr. Hayes), but was pointing
out to Conservative Members that some of them may have
fathered children that they do not know about—and might
end up being named.

Mr. Speaker: Order. That is an unworthy allegation for
the hon. Lady to make. I ask her to withdraw it.

Hon. Members: Withdraw.

Ms. Short: The point that [ am making is about all men.

Mr. Speaker: The hon. Lady specifically mentioned
Conservative Members, and it is that remark that I am
asking her to withdraw.

Ms. Short: It was clear that I was not speaking only-

Mr. Speaker: Order. I thought that I heard the hon.
Lady refer—in fact, I think that she did refer—to
Conservative Members. I am not asking her to withdraw
the generality of her remark but the allegation against
Conservative Members.

Ms. Short: I was making the point, Mr. Speaker, that
many men—including those on the Conservative Benches,
and on these Benches, and outside——
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Mr. Speaker: Order. I ask the hon. Lady to do the right

thing. She knows exactly what I am asking her to do, and
I ask her please to do it now.

Child Maintenance

Ms. Short: I am very sorry about this, Mr. Speaker. 1
have no wish to challenge your authority, but I mean the
point that I am making, which is not just about
Conservative Members but includes them. I mean it, and
I am very sorry, but I am not willing to withdraw it.

Mr. Speaker: The hon. Lady is an Opposition Front
Bench spokesman, and she must withdraw her allegation
against Conservative Members. That is what she has said,
and if she looks at the record in Hansard, she will see that
that is what she said. That is what I am asking her to
withdraw, please.

Ms. Short: This is not fair and not reasonable.
Mr. Speaker rose

Ms. Short: I was making the point, Mr. Speaker, when
Conservative Members were heckling

Mr. Speaker: Order. Time is getting on. We have a very
busy day ahead. The hon. Lady knows exactly what I am
asking her to do, as does the whole House.

Ms. Short: I have made no specific allegations, Mr.
Speaker, against any right hon. or hon. Member.—[HON.
MEMBERS: “Yes you have.”] I am sorry, but I was making
a point about the statement, and about forcing women to
name the fathers of their children.

Mr. Speaker: Order. I would be deeply reluctant to
have to take further action in relation to the hon. Lady. I
heard her say it and the House heard her make an
allegation against hon. Gentlemen. That is what I am
asking her to withdraw. Will she now withdraw that so
that we can get on?

Mr. Jeff Rooker (Birmingham, Perry Barr): Further to
that point of order, Mr. Speaker.

Mr. Speaker: Order. No, I shall not deal with the hon.
Gentleman’s point of order. I am dealing with the hon.
Lady.

Ms. Short: I did not, and no one in the House heard me,
make a specific allegation about any hon. Member. I am
making a point that I mean, and it is important. I respect
you greatly, Mr. Speaker, but I am not going to be bullied
on this matter. I have not broken the rules of the House.
I have not made an allegation against any hon. Member,
and I would not do so.

Mr. Speaker: I think that we cannot continue like this.
I heard the hon. Lady make that allegation—
[Interruption.] 1 am dealing with it. All the hon. Lady
needs to do is to get up and withdraw any reflection upon
hon. Members in the House. I am not asking her to
withdraw a reflection on men in general. That is a matter
for her. Will she withdraw any reflection upon hon.
Members?

Ms. Short: 1 was making a comment about men in
general and there are a lot of men in the House, and that
is the only sense in which it is a reflection. I am not casting
any aspersions on individual hon . Members. I am making
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My Lords, with the leave of the House, I shall make a statement

about child maintenance. My Right Honourable Friend, the
Secretary of State for Social Security, will be making a

corresponding statement in another place.

The Government have today published a White Paper - Children Come
First - which sets out their proposals for a new system of
maintenance for children. Copies have been placed in the

Library.

My Lords, these important proposals are a collaborative effort
involving many Departments of State. They are to be seen as a
further step in the wide-ranging review of the family justice
system which the Government have in hand. As with other aspects
of that review, its aim is to give priority to the welfare of
children and to highlight their parents' responsibility for
ensuring it. It is a natural adjunct to the Children Act over
which this House spent so much time and care in the last session.
It takes its place with the other items in that review, such as
divorce reform and the law of domestic violence on which Law
Commission reports are expected, and current work in Departments
on the arrangements for and place of conciliation, reconciliation
and support services for the courts in family proceedings. At
the same time, my colleague the Home Secretary will be taking

steps to ensure that maintenance is paid more reliably.




Every child has a right to receive care from his or her parents.

Parents have a legal and moral responsibility to care for their

children until the children are o0ld enough to 1look after

themselves.

The parents of a child may separate. In some instances the
parents may not have lived together as a family at all. Events
may change the relationship of the parents to each other. They
may divorce, for example. But these events cannot in any way

change the responsibilities of the parents towards their

children.

The payment of child maintenance is one important way in which

parents fulfil those responsibilities.

Government cannot ensure that families stay together. But we can
and should ensure that parents make proper financial provision

for their children whenever it can reasonably be expected.

The present system of maintenance is unnecessarily fragmented,
and uncertain in its results. It is based largely on discretion.
And it is operated through hundreds of courts and hundreds of
social security offices throughout the United Kingdom. The
cumulative effect is uncertainty and arguably inconsistent
decisions about how much maintenance should be paid. 1In a great
many cases, the maintenance awarded is not paid at all or the

payments fall into arrears and take many weeks to re-establish.




Only 30% of lone mothers and 3% of 1lone fathers receive

maintenance regularly. Over three quarters of a million lone

parents and their children depend on Income Support. In 1989

only 23% of lone parents who were receiving Income Support
received maintenance. Ten years ago the figure was 50%. Income
Support represents 45% of the income of all lone parents. The
cost in real terms to the taxpayer has risen from £1.4 billion

in 1981/82 to £3.2 billion in 1988/89.

We have made improvements within the present system. These will

help parents but they cannot solve all the problems. We now need

strategic reform.

Our proposals will deliver:-

a single system available to all:

consistent and predictable decisions about how much

maintenance is to be paid;

payments that bear a realistic relationship to the costs

of caring for a child;
a fair and reasonable way of deciding maintenance so it
does not become a contest between parents to the

detriment of the children:

regular reviews of maintenance:




- a chance for children to share in their parents'

standard of living; and

- continuing incentives for absent parents to work and to

go on working.

And, we want to help caring parents who are ready and able to go

to work to do so.

We do not want children to become dependent on Income Support
whenever this can be avoided. It is not right that taxpayers
should shoulder that responsibility if parents are able to do it
themselves. After all, taxpayers include other families who are

bringing up children.

We intend to achieve all these many objectives by introducing
three important measures. The first is a formula for the
calculation of maintenance. The second is to create a Child
Support Agency which will assess and collect and enforce
maintenance. The third is to make changes to the social security

benefits which are paid to parents who work.

Before turning to the details of the formula I should tell the
House that there will be a protected income level which is higher
than income support. Nobody who is working will ever be left
with less than that after maintenance is deducted. There will

also be an upper income limit on the operation of the formula




beyond which further support for the child will have to be sought

in the courts.

Turning to the formula itself, it has three elements. First,
there will be a maintenance bill which represents the day to day
costs of caring for a child and which all parents should pay if
they can afford to do so. The size of the bill will depend on
the number and age of the children and will be based on Income

Support rates.

Secondly, there will be an exempt income which the parent keeps
before he pays any maintenance at all. So from his take home pay
he keeps enough to meet his own necessary expenses and his

housing costs and the cost of those of his children who are

living with him.

Thirdly, maintenance will be paid from the remaining income. We

believe it is right that, once his expenses have been met, he
should share the remaining income equally with his children until
the maintenance bill has been paid. In most cases, this will
mean that the absent parent will keep between two thirds and
three quarters of his net - post tax - income. Those who can
afford to meet the maintenance bill will continue to contribute

to their children but at a lower rate.

Where the caring parent has enough income, she will also be
expected to contribute towards the maintenance bill. Both

parents are liable to support their children.




We hope to apply this formula from early in 1992.

Absent parents who are receiving Income Support have the same

legal and moral obligations towards their children as any other
parents. As a general rule, they will be expected to make a
nominal contribution from their Income Support for the

maintenance of their children.

The second measure is the Child Support Agency which will have
responsibility for tracing absent parents, assessing, collecting
and where necessary enforcing maintenance payments. It will need
powers to make a legally binding assessment, to require the
provision of information and to determine the method of payment.
The Agency will be required to review the maintenance payable
every year. In Great Britain, the Agency will operate as a Next
Steps executive agency within the Department of Social Security.
The Secretary of State for Northern Ireland will make similar

arrangements in Northern Ireland.

When the Agency is fully operational, the courts will generally
no longer decide applications for child maintenance or
applications to vary existing awards. The courts will retain
jurisdiction over related matters which arise when parents
separate or divorce. These matters include residence of and
contact with children, disputed paternity, property settlements

and spousal maintenance.




As at present, generally parents may choose to apply for an

assessment or may make their own private arrangements. The

details of the formula will be well known and they will be able

to use the formula themselves.

However, where there is a third party interest, that of the
taxpayer, parents will be obliged to use the Agency's services.
The taxpayer has an interest when the caring parent is receiving
Income Support or Family Credit for herself and the children.
It is also in the parent's own interests. If a regular pattern
of maintenance is established, then it is easier to move from
benefit to work. If a parent unreasonably declines to seek
maintenance, it will be possible to make some deduction from her
adult allowance. There will, of course, be exceptions for those
rare circumstances where it is not in the interests of the

children to seek maintenance.

The third measure, and one to which the Government attach great
importance, is providing more help for those parents who are
looking after children and who want to go to work. Receiving
maintenance, in addition to their earnings, will provide an
invaluable bridge between reliance on Income Support and the
world of work. But we believe that we should offer further help
still to parents who work. We will be making two significant

changes in the rules for benefits paid to working people.

To coincide with the introduction of the formula, we will

introduce a maintenance disregard of £15 per week. The first £15




of maintenance paid will be ignored for the purposes of
calculating entitlement to Family Credit, Housing Benefit or

Community Charge Benefit.

At the same time, we will reduce the number of hours work which
qualify for Family Credit from 24 hours a week to 16 hours a
week. Similar adjustments will be made to the rules for receipt
of Income Support. This will apply to all claimants. It will
be of particular value to lone parents. This will make it easier
for parents to combine work with their responsibilities for
caring for children. No one will lose from this change because

full protection will be provided.

These measures will make it easier for parents to achieve
independence through their own efforts. The choice must be the
parent's own. But we know that many of them wish to work. It
is right that we should take steps to help them realise those

ambitions.

We will bring forward legislation which provide for the use of

the formula, the powers of the Agency and rights of appeal

against the Agency's decisions. We are giving further

consideration to the precise form of the appeal structure.

My Lords, this is an integrated package of important measures

which will help children. Where maintenance is paid it advances

the interests of all of us.




It is in the interests of the children that they should be
maintained by their parents. Maintenance provides them with a

reliable source of income and they learn about the

responsibilities which family members owe to each other.

And it is in the interest of the caring parents. Maintenance

provides them with a bridge into work and greater independence.

My Lords, I commend the proposals in the White Paper to your
Lordships as a further valuable step in our staged reforms of the

family justice system.
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1 enclose a further draft of the statement my Secretary of State is
proposing to make to the House on Monday 29 October. This reflects a
discussion with both the secretary of State and Parliamentary Under
Secretary and has been shortened to meet the Lord President’s concern

about the demands on parliamentary time.

The statement is broadly in its final form, but my Secretary of State
further work on it over the weekend. I understand

is proposing to do :
that the Lord Chancellor will also be finalising the text of his
statement, and the final versions will therefore be agreed on Monday .

I am copying this letter to the Private Secretaries to the Prime
Minister, Sir Geoffrey Howe, Lord Fraser, David Waddington,

Michael Howard, Malcolm Rifkind, Renneth Clarke, Kenneth Baker,
Norman Lamont, Peter Brooke, David Bunt, Tim Renton, Lord Denham and

Sir Robin Butler.
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DRAFT STATEMENT ON CHILD MAINTENANCE

With permission, Mr Speaker, I should like to make a statement about

child maintenance.

The Government has today published a White Paper - Children Come First
- which sets out its proposals for a new system of maintenance for

children. Copies have been placed in the Library.

Mr Speaker, these important proposals go well beyond my usual
responsibilities for social security. They are a collaborative effort
involving many Departments of State. They are to be seen as part of
this Government’s wide ranging measures to improve the care and
welfare of children. These include the implementation of the Children
Act, reviews of divorce law and related matters including conciliatory

and welfare services.
Government cannot ensure that families stay together. But we can and

should ensure that parents make proper financial provision for their

children whenever it can reasonably be expected. -

The present system of maintenance is unnecessarily fragmented,

inconsistent and SlOYLL It is based largely on discretion. And it is

operated through hundreds of courts and social security offices
throughout the United Kingdom. The result is massive inconsistency.
For example, awards ranging from £5 to £50 for people with the same
income. There is no automatic way of reviewing awards. In a great
many cases, the maintenance awarded is not paid at all or the payments
fall into arrears and take many weeks to re-establish. © man
(;Eﬁ;ents it must look like an obstacle course.” The system is also

ineffective. Only 30 per cent of lone mothers and 3 per cent of lone

fathers receive maintenance regularly. Two thirds of lone parents and
their children depend on Income Support. Only 23 per cent of lone
parents who are receiving Income Support receive any maintenance. The
cost in real terms to the taxpayer of income related benefits for lone
parents has risen from £1.4 billion in 1981/82 to £3.2 billion in

1988/89.
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We hg made improvements within the present system. These will help

parents but they cannot solve all the problems. We now need strategic

reform.

Our proposals will deliver a single system which will be available to

all. The system itself will deliver consistent and predictable
decisions about how much maintenance is to be paid; payments that bear
a realistic relationship to the costs of caring for a child and a fair
and reasonable way of deciding maintenance so it does not become a
contest between parents to the detriment of the children. It will
also deliver regular reviews of maintenance; a chance for children to
share in their parents’ standard of living and continuing incentives

for absent parents to work and to go on working.

And, we want to help caring parents who are ready and able to go to

work to do so.

We do not want children to become dependent on Income Support whenever

this can be avoided. It is not right that taxpayers should shoulder
that responsibility if parents are able to do it themselves. After

all, taxpayers include other families who are bringing up children.

To achieve these objectives we are introducing three important
measures. The first is a formula for the calculation of maintenance.
The second is a Child Support Agency which will assess and collect and
enforce maintenance. The third is the introduction of changes to the

social security benefits which are paid to parents who work.

The formula will consist of three elements. Firstly, a maintenance
bill which represents the day to day costs of caring for a child as

measured by Income Support rates. All parents should pay it if they

can afford to do so. The size of the bill depends on the number and

age of the children.
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Sec‘ly , an exempt income which the parent keeps pefore he pays any
maintenance at all. So from his take home pay he keeps enough to meet
his own necessary expenses, and his housing costs and the costs of any
other children he ig liable to care for. 1In addition there will be a
protected level of income which is higher than Income Support. Nobody
who is working will ever pe left with less than that.

Thirdly, maintenance will be paid from the remaining income. We
pelieve it is right that, once his expenses have been met, he gshould
share the remaining income equally with his children antil the
maintenance bill has been paid. In most cases, this will mean that
the absent parent will keep between two thirds and three quarters of
bus e

his net - post taX = jncome. Those who can afford to meet the
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maintenance bill will continue to € to their children but at

aLiower rate. Children arée entitled to share in their parents’

standard of living.

Where the caring parent has enough income, she will also pe expected

to contribute towards the maintenance bill. Both parents are liable

to support their children.
We hope to apply this formula from early in 1992.

Absent parents who are receiving Income Support have the same
obligations towards their children as any other parents. As a general
rule, they will be expected to make a nominal contribution from their

Income Support for the maintenance of their children.

The second measure jg the Child support Agency- It will have
responsibility for tracing absent parents, assessing, collecting and
where necessary enforcing maintenance payments. It will need powers
to make a legally pinding assessment, to require the provision of
information and to determine the method of payment. It will be
regquired to review the maintenance payable every year. In Great
Britain, the Agency will operate as a Next Steps executive agency
within my department. The Secretary of state for Northern Ireland

will make similar arrangements 1in Northern Ireland.
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Whei‘he Agency 1is fully operational, the courts will no longer decide

applications for child maintenance OL applications to vary existing

awards. The courts will retain jurisdiction over related matters

en parents gseparate OF divorce. These matters include

which arise wh
+ with children, disputed paternity. property

regidence of and contac

gettlements and spousal maintenance.

Parents may choose to apply +o the agency oOT make their own private

arrangements. The details of the formula will be published and they

can use the formula themselves.
when the caring parent is receiving Income support or Family Credit

for herself and the children = that is to say when the taxpayer can be

have an interest - she will be obliged to use the Agency’s

if a parent unreasonably declines to seek maintenancey it
her adult allowance but

gseen to

services.
will be possible to make some deduction from

not of course, from any payment to the chi
o exceptions for those rare circumstanceizw ere it

ldren themselves. There
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will, of coursé, b

is not in the interests of the children to seek maintenance.

The third measuIre, and one to which I attach great importance, is more
help for those parents 1ooking after children who want to go to work.
There are many of them and receiving maintenance will in itself help
It provides an invaluable bridge petween reliance on

them to work.
as it is in addition to their

income Support and the world of work,

earnings. But we pelieve that weé should offer further help gtill. We

will be making two gsignificant changes in the rules for benefits paid

to working people.

th the introduction of the formula, we will introduce @&
maintenance disregard of £15 per week. The first £15 of maintenance
for the purposes of calculating entitlement to

To coincide wi

paid will be ignored

Family Credit, Housing penefit oOr community Charge Benefit.
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At ‘ came time we will reduce the number of hours work which qualify

for Family Credit from 24 hourg & We k to 16 hours a week. Similar
adjustments will be made to the/Tules Ior receipt of Income Support.
This will apply to all claimants. 1t will be of particular value to
lone parents. Tt will be easier for them to combine work with their
responsibilities for caring for children. No one will lose from this

change because full protection will be provided.

These measures will make it casier for parents to achieve independence
through their own efforts. The choice must be the parent’s Own. But
if they wish to work, it is right that we should take steps to help

them do sO.

Wwe will bring forward legislation which provide for the use of the
formula, the powers of the Agency and rights of appeal against the

Agency'’s decisions. We are giving further consideration to the

precise form of the appeals.

Mr Speaker, this is an integrated package of important measures which
will help children. Where maintenance is paid it advances the

interests of all.

It is in the interests of the children that they should be maintained
by their parents. Maintenance provides them with a reliable source of
income and they learn about the responsibilities which family members

owe to each other.

It is in the interest of the caring parents. Maintenance provides

them with a pridge into work and greater independence.

{ am sure that many on all sides in this House will wish to support

and commend these proposals.
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Than oﬁ for éending me a copy of your letter of
ctober to the Prime Minister with a copy of your draft
White Paper on new proposals for child maintenance.

I very much support your proposals to improve the child
maintenance system. There are no comments I would wish to
make on the draft at this stage, though I understand that
my officials are to co-operate with yours in the
consultation process and we will feed any Welsh comments in
at that point.

Copies of this go to the Prime Minister, Geoffrey Howe,
James Mackay, Peter Fraser, David Waddington,

Michael Howard, Malcolm Rifkind, Kenneth Baker,

Norman Lamont, Peter Brooke, Tim Renton, Bertie Denham and
Robin Butler.
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PRIME MINISTER

DRAFT STATEMENT ON CHILD MATINTENANCE

You may like to see the latest version of Mr Newton's statement on
child maintenance which he plans to make to the House on Monday.
He will be working on it over the weekend.
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Andrew Dunlop has suggested a few drafting changes and I have
—— a9 e

added a few more. These are shown in the attached. Overall,

Andrew makes the point that, as there is speculation in the press

that the Treasury has highjacked this initiative, it is important
at t

that the statement makes it cléar that the Government sees this as

a moral issue and not just as a way of containing public

expenditure.
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Agree to the drafting changes shown?
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Otherwise content with the statement?
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Caroline Slocock
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DRAFT STATEMENT ON CHILD MAINTENANCE

With permission, Mr Speaker, I should like to make a statement about

child maintenance.

The Government has today published a White Paper - Children Come First

- which sets out its proposals for a new system of maintenance for

children. Copies have been placed in the Library.

Mr Speaker, these important proposals go well beyond my usual
responsibilities for social security. They are a collaborative effort
involving many Departments of State. They are to be seen as part of
this Government’s wide ranging measures to improve the care and
welfare of children. These include the implementation of the Children

Act, reviews of divorce law and related matters including conciliatory

and welfare services.

Government cannot ensure that families stay together. But we can and
should ensure that parents make proper financial provision for their

children whenever it can reasonably be expected.

The present system of maintenance is unnecessarily fragmented,

inconsistent and slow. l;t is based largely on discretion. And it is

operated through hundreds of courts and social security offices

throughout the United Kingdom. The result is massive inconsistency.
For example, awards ranging from £5 to £50 for people with the same

income. There is no automatic way of reviewing awards. 1In a great

many cases, the maintenance awarded is not paid at all or the payments

fall into arrears and take many weeks to re-establish. | To manzd3

parents it must loQE;Likg_an obstacle course. [The system is also
ineffective. Only 30 per‘;;;E_BE‘TBHE“EBfﬁérs'and 3 per cent of lone

fathers receive maintenance regqularly. Two thirds of lone parents and

their children depend on Income Support. Only 23 per cent of lone

parents who are receiving Income Support receive any maintenance. The

cost in real terms to the taxpayer of income related benefits for lone

parents has risen from £1.4 billion in 1981/82 to £3.2 billion in

1988/89.




.We have made improvements within the present system. These will help

parents but they cannot solve all the problems. We now need strategic

reform.

Our proposals will deliver a single system which will be available to
all. The system itself will deliver consistent and predictable
decisions about how much maintenance is to be paid; payments that bear
a realistic relationship to the costs of caring for a child and a fair
and reasonable way of deciding maintenance so it does not become a
contest between parents to the detriment of the children. It will
also deliver reqular reviews of maintenance; a chance for children to
share in their parents’ standard of living and continuing incentives

for absent parents to work and to go on working.

And, we want to help caring parents who are ready and able to go to

work to do so.

We do not want children to become dependent on Income Support whenever
this can be avoided. It is not right that taxpayers should shoulder
that responsibility if parents are able to do it themselves. After

all, taxpayers include other families who are bringing up children.

To achieve these objectives we are introducing three important
measures. The first is a formula for the calculation of maintenance.
The second is a Child Support Agency which will assess and collect and
enforce maintenance. The third is the introduction of changes to the

social security benefits which are paid to parents who work.

The formula will consist of three elements. Firstly, a maintenance
bill which represents the day to day costs of caring for a child as
measured by Income Support rates. All parents should pay it if they
can afford to do so. The size of the bill depends on the number and

age of the children.




.Secondly, an exempt income which the parent keeps before he pays any
maintenance at all. So from his take home pay he keeps enough to meet
his own necessary expenses, and his housing costs and the costs of any
other children he is liable to care for. 1In addition there will be a
protected level of income which is higher than Income Support. Nobody

who is working will ever be left with less than that.

Thirdly, maintenance will be paid from the remaining income. We
believe it is right that, once his expenses have been met, he should

share the remaining income equally with his children until the
maintenance bill has been paid. In most cases, this will mean that

the absent parent will keep between two thirds and three quarters of

| 11 i S Seame
maintenance bill will € eir childre ut at
aLEower rate. Children are entitled to share in their parents’

standard of living.

his net - post tax - income. Those who can afford to meet theéba&C

Where the caring parent has enough income, she will also be expected

to contribute towards the maintenance bill. Both parents are liable

to support their children.
We hope to apply this formula from early in 1992.
Absent parents who are receiving Income Support have the same

obligations towards their children as any other parents. As a general

rule, they will be expected to make a nominal contribution from their

Income Support for the maintenance of their children.

The second measure is the Child Support Agency. It will have

responsibility for tracing absent parents, assessing, collecting and

where necessary enforcing maintenance payments. It will need powers
to make a legally binding assessment, to require the provision of
information and to determine the method of payment. It will be
required to review the maintenance payable every year. In Great

Britain, the Agency will operate as a Next Steps executive agency

within my department. The Secretary of State for Northern Ireland

will make similar arrangements in Northern Ireland.




. When the Agency is fully operational, the courts will no longer decide

applications for child maintenance or applications to vary existing
awards. The courts will retain jurisdiction over related matters
which arise when parents separate or divorce. These matters include
residence of and contact with children, disputed paternity, property

settlements and spousal maintenance.

Parents may choose to apply to the agency or make their own private
arrangements. The details of the formula will be published and they

can use the formula themselves.

When the caring parent is receiving Income Support or Family Credit
for herself and the children - that is to say when the taxpayer can be
seen to have an interest - she will be obliged to use the Agency’s
services. If a parent unreasonably declines to seek maintenance, it
will be possible to make some deduction from her adult allowance but
not of course, from any payment to the children themse%ves.asThere
will, of course, be exceptions for those rare circumstance;{whg§%&1t
is not in the interests of the children to seek maintenance.

The third measure, and one to which I attach great importance, is more
help for those parents looking after children who want to go to work.
There are many of them and receiving maintenance will in itself help
them to work. It provides an invaluable bridge between reliance on
Income Support and the world of work, as it is in addition to their
earnings. But we believe that we should offer further help still. We
will be making two significant changes in the rules for benefits paid

to working people.

To coincide with the introduction of the formula, we will introduce a
maintenance disregard of £15 per week. The first £15 of maintenance
paid will be ignored for the purposes of calculating entitlement to

Family Credit, Housing Benefit or Community Charge Benefit.




. At the same time we will reduce the number of hours work which qualify

for Family Credit from 24 hours a week to 16 hours a week. Similar

adjustments will be made to th%{%ﬁ%ggx%gr receipt of Income Support.
This will apply to all claimants. It will be of particular value to
lone parents. It will be easier for them to combine work with their

responsibilities for caring for children. No one will lose from this

change because full protection will be provided.

These measures will make it easier for parents to achieve independence
through their own efforts. The choice must be the parent’s own. But
if they wish to work, it is right that we should take steps to help

them do so.

We will bring forward legislation which provide for the use of the
formula, the powers of the Agency and rights of appeal against the
Agency’s decisions. We are giving further consideration to the

precise form of the appeals.

Mr Speaker, this is an integrated package of important measures which
will help children. Where maintenance is paid it advances the

interests of all.

It is in the interests of the children that they should be maintained
by their parents. Maintenance provides them with a reliable source of

income and they learn about the responsibilities which family members

owe to each other.

It is in the interest of the caring parents. Maintenance provides

them with a bridge into work and greater independence.

I am sure that many on all sides in this House will wish to support

and commend these proposals.




CAROLINE SI.OCOCK 25 October 1990

CHILD MATNTENANCE: WHITE PAPER

Tony Newton's office have sent me a copy of the draft statement

he is working on (copy attached).

In general it is quite goo2 and clear. While it could do with
some shortening there are cnly two substantive comments I would

make:

: B Given the speculation in the press that the Treasury has
hijacked this initiative, it is important that the statement
makes it clear up-front that the Government sees this as a moral
issue (and by implication not simply as a way of containing

public expenditure) ;

2 The reference on P.5 to "Similar adjustments will be made to
the rules for receipt of Income Support", could be misinterpreted
to mean that there will also be a maintenance disregard in income

support. It needs to be made even more clear that the changes to

the rules in income support refer to the consequential changes to

the hours rule resulting from the changes to the in-work

benefits. At present the drafting is a little too "telescoped".

ANDREW DUNLOP

083.AD
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CHILD MAINTENANCE: WHITE PAPER

I enclose a second draft of the statement my Secretary of State is
proposing to make to the House on Monday 29 October. This reflects a

discussion with both the Secretary of State and Parliamentary Under
Secretary and has been shortened to meet the Lord President’s concern

about the demands on Parliamentary time.

My Secretary of State proposes to do further work on the statement
before copying it more widely to colleagues tomorrow afternoon. At
this stage he is particularly concerned to ensure that all the major
themes are covered, and would therefore welcome any comments the

Lord Chancellor may have.

I am copying this letter to the Private Secretary to the
T.ord President and Andrew Dunlop af the Policy Unit.

DEBBIE HEIGH
Private Secretary




DRAFT STATEMENT ON CHILD MAINTENANCE

With permission, Mr Speaker, I should like to make a statement about

child maintenance.

The Government has today published a White Paper - Children Come First
- which sets out its proposals for a new system of maintenance for

children. Copies have been placed in the Library.

Mr Speaker, these important proposals go well beyond my usual
responsibilities for social security. They are a collaborative effort
invclving many Departments of State. They are to be seen as part of
this Government’s wide ranging measures to improve the care and
welfare of children. These include the implementation of the Children
Act, reviews of divorce law and related matters including conciliatory

and welfare services.

Government cannot ensure that families stay together. But we can and
should ensure that parents make proper financial provision for their

children whenever it can reasonably be expected.

The present system of maintenance is unnecessarily fragmented,

A1

inconsistent and slow.”/ It is based largely on discretion. And it is
///’*SEEEEEEEhEBEBEEH—HﬁﬁaEéds of courts and social security offices
g throughout the United Kingdom. The result is massive inconsistency.
I:For example, awards ranging from £5 to £50 for people with the same

incomezx There is no automatic way of reviewing awards. 1In a great

fall into arrears and take many weeks to re-establish. /To many
s >

‘(_parents it must look like an obstacle course. {The system is also
inefféctive. | Only 30 per cent of lone mothers and 3 per cent of lone

fathers receive maintenance regularly.[:Two thirds of lone parents and

\\\ many cases, the maintenance awarded is not paid at all or the payments

their children depend on Income Support. Only 23 per cent of lone
parents who are receiving Income Support receive any maintenance.| The
cost in real terms to the taxpayer of income related benefits for lone
parents has risen from £1.4 billion in 1981/82 to £3.2 billion in
1988/89.




We have made improvements within the present system. These will help

parents but they cannot solve all the problems. We now need strategic

reform.
Our proposals will deliver:
a single system available to all.

consistent and predictable decisions about how much maintenance

is to be paid

Payments that bear a realistic relationship to the costs of

caring for a child.

A fair and reasonable way of deciding maintenance so it does not

become a contest between parents to the detriment of the

children.
Reqgular reviews of maintenance.

A chance for children to share in their parents’ standard of

living.

Continuing incentives for absent parents to work and to go on

working.

And, we want to help caring parents who are ready and able to go to

work to do so.

We do not want children to become dependent on Income Support whenever

this can be avoided. It is not right that taxpayers should shoulder

that responsibility if parents are able to do it themselves. After

all, taxpayers include other families who are bringing up children.




To achieve these objectives we are introducing three important
measures. The first is a formula for the calculation of maintenance.
The second is a Child Support Agency which will assess and collect and
enforce maintenance. The third is the introduction of changes to the

social security benefits which are paid to parents who work.

The formula will consist of three elements. Firstly, a maintenance
bill which represents the day to day costs of caring for a child as
measured by Income Support rates. All parents should pay it if they
can afford to do so. The size of the bill depends on the number and

age of the children.

Secondly, an exempt income which the parent keeps before he pays any

maintenance at all. So from his take home pay he keeps enough to meet
his own necessary expenses, and his housing costs and the costs of any
other children he is liable to care for. In addition there will be a
protected level of income which is higher than Income Support. Nobody

who is working will ever be left with less than that.

Thirdly, maintenance will be paid from the remaining income. We
believe it is right that, once his expenses have been met, he should
share the remaining income equally with his children until the
maintenance bill has been paid. In most cases, this will mean that
the absent parent will keep between two thirds and three quarters of
his net - post tax - income. Those who can afford to meet the
maintenance bill will continue to contribute to their children but at

Mo ’ : .
a,lower rate. Children are entitled to share in their parents’

séandard of living.

Where the caring parent has enough income, she will also be expected
to contribute towards the maintenance bill. Both parents are liable

to support their children.

We hope to apply this formula from early in 1992.




Absent parents who are receiving Income Support have the same
obligations towards their children as any other parents. As a general
rule, they will be expected to make a nominal contribution from their

Income Support for the maintenance of their children.

The second measure is the Child Support Agency. It will have
responsibility for tracing absent parents, assessing, collecting.and
where necessary enforcing maintenance payments. It will need powers
to make a legally binding assessment, to require the provision of
information and to determine the method of payment. It will be
required to review the maintenance payable every year. In Great
Britain, the Agency will operate as a Next Steps executive agency

within my department. The Secretary of State for Northern Ireland

will make similar arrangements in Northern Ireland.

When the Agency is fully operational, the courts will no longer decide
applications for child maintenance or applications to vary existing
awards. The courts will retain jurisdiction over related matters
which arise when parents separate or divorce. These matters include

residence of and contact with children, disputed paternity, property

settlements and spousal maintenance.

Parents may choose to apply to the agency or make their own private

arrangements. The details of the formula will be published and they

can use the formula themselves.

When the caring parent is receiving Income Support or Family Credit
for herself and the children she will be obliged to use the Agency’s
services. That is to say when the taxpayer can be seen to have an

interest. If a parent unreasonably declines to seek maintenance, it
will be possible to make some deduction from her adult allowance but
not of course, from any payment to the children themselves. There

will, of course, be exceptions for those rare circumstances where it

is not in the interests of the children to seek maintenance.
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The third measure, and one to which I attach great importance, is more
help for those parents looking after children who want to go to work.
There are many of them and receiving maintenance will in itself help
them to work. It provides an invaluable bridge between reliance on
Income Support and the world of work, as it is in addition to their
earnings. But we believe that we should offer further help still. We
will be making two significant changes in the rules for benefits paid

to working people.

To coincide with the introduction of the formula, we will introduce a
maintenance disregard of £15 per week. The first £15 of maintenance
paid will be ignored for the purposes of calculating entitlement to

Family Credit, Housing Benefit or Community Charge Benefit.

At the same time we will reduce the number of hours work which qualify

for Family Credit from 24 hours a week to 16 hours a week. Similar

P

adjustments will be made to the rules for reCElpt of Income Support.

ThlS will apply_to all clalmants. It will be of partlcular value to

lone parents. It will be easier for them to combine work with their

responsibilities for caring for children. No one will lose from this

P;w)ﬁbhange because full protection will be provided.

¥ X

ﬂﬁi These measures will make it easier for parents to achieve independence

&w through their own efforts. The choice must be the parent’s own. But
if they wish to work, it is right that we should take steps to help
\Jﬁthem do so.
RS
= \ﬁFWe will bring forward legislation which provide for the use of the
e o~ formula, the powers of the Agency and rights of appeal against the
P‘t) Agency'’s decisions. We are giving further consideration to the
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precise form of the appeals.

Mr Speaker, this is an integrated package of important measures which
will help children. Where maintenance is paid it advances the

interests of all.




It is in the interests of the children that they should be maintained
Maintenance provides them with a reliable source of

by their parents.
income and they learn about the responsibilities which family members

owe to each other.

It is in the interest of the caring parents. Maintenance provides

them with a bridge into work and greater independence.

I am sure that many on all sides in this House will wish to support

and commend these proposals.
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I enclose a redraft of the Uprating Statement to be made later today.
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DRAFT UP-RATING STATEMENT

: I With permission, Mr Speaker, I wish to make a statement about the
up-rating of social security benefits. This will take place for most
benefits in the first full week of the tax year - that is to say, the
week beginning 8 April. The necessary statutory instruments applying
both to Great Britain and Northern Ireland, will in due course be laid

before both Houses for debate.

2. As is customary, I will deal first with the main National
Insurance benefits, including most notably the Retirement Pension
which now goes to some 10 million people. The basis for the up-
rating is the latest available figure for the increase in the Retail

Price Index: the 10.9 per cent rise recorded for the year to

September 1990.

. The Retirement Pension will accordingly rise by £5.10 a week for
a single person, from £46.90 to £52.00, and by £8.15 a week for a

couple, from £75.10 to £83.25. This increase alone will cost some

/Eii3wgillgo , underlining once again our clear and continuing

-_".é‘—"‘ 4 > 2 2
commitment to maintaining the pension’s wvalue.

4. Unemployment Benefit will rise from £37.35 to £41.40 for a single
person and from £60.40 to £66.95 for a couple; and sickness benefit

from £35.70 to £39.60 for a single person and from £57.80 to £64.10

for a couple.

S National Insurance Invalidity Benefit will go up in line with the

Retirement Pension. There will also be a 10.9 per cent increase in

alI“otHer non-income-related benefits related to disabled people or

those who are sick for a long period -~ Severe Disablement Allowance,
Industrial Injuries Benefits, War Disablement Pensions, Invalid Care
Allowance, Mobility Allowance and Attendance Allowance. The

615,000 people now receiving Mobility Allowance will see it rise by
nearly £3 a week to £29.10. For the three-quarters of a million
people EBWWEEEEISIEE'EEEZhdance Allowance, there will be an increase

of £2.75, to £27.80, in the lower rate, and of over £4, to £41.65, in
the higher rate.




’ The age-related additions known as Invalidity Allowances,

currently confined to those receiving Invalidity Benefit but being
extended in December to give up to £10 a week extra to some 275,000
people receiving the non-contributory Severe Disablement Allowance,

will rise further in April to a maximum of £11.10.

f Similarly, 10.9 per cent increases will take place in Widows
Pensions including Widowed Mothers Allowance, War Pensions, and all
public service pensions, together with the special Ministry of Defence
payment to the pre-1973 war widows, which my rt. hon friend the

Secretary of State for Defence will raise from £40 to £44.36 per week.

8. For the income-related benefits - Income Support, Housing
Benefit, Community Charge Benefit and Family Credit - the up-rating

will be based, again as usual, on the RPI less housing costs. This is

simply because, for those receiving these benefits, help with rent is
available through Housing Benefit or help with mortgage interest is

given to those on_Income Support.

TSRS S S —

9. This index rose by 8.1 per cent in the year to September 1990,
and the relevant benefit rates, with one exception to which I will
come later, will go up accordingly. Thus Income Support for a single
person under 25 will go from £28.80 to £31.15; the rate for an older
single person from £36.70 to £39.65; and the higher pensioner premium
from £17.05 to £18.45. For a family on Income Support with two
children aged 10 and 12, benefit will rise by £7.75 a week to £103.30,
plus full mortgage interest if they have been on benefit for more than
six months, or full rent if they are tenants, and eighty per cent of

their community charge.

10. On a detailed point, but one of considerable importance to the
small number of families and individuals affected, I intend to relax
the rule that at present automatically ends the Income Support of
young people on their 19th birthday, even if they are still completing
their studies at school. Proposals to allow benefit to continue to be
paid in these circumstances will be referred to the Social Security

Advisory Committee next week.




11. I turn next to Statutory Sick Pay and Statutory Maternity Pay,
which as the House is aware, are both paid through employers. The
link between the two schemes is frankly somewhat artificial resting
more on considerations of administrative convenience than of
consistency in structure or purpose. I have concluded that the
sensible development of policy of both fields would now be better

served by treating them separately.

12. So far as SSP is concerned, I propose to build on the
re-structuring undertaken last year, taking account of the
considerations I outlined to the House at that time. Occupational
sick pay schemes have grown to such an extent that over 90 per cent of
the work force now work for employers providing this cover, reflecting
what is in my view a proper acceptance by employers of a much greater
responsibility to cover short-term sickness amongst their employees.
This in turn means that, for the great majority of those in work, the
rates of SSP bear little or no relation to the amount they actually
receive when sick. In these circumstances it is better for additional
resources from the taxpayer to be concentrated more clearly on those
least likely to have occupational provision, or in other areas of

social security for which employers cannot be expected to provide.

13. I therefore propose to up-rate fully, from £39.25 to £43.50, the
lower of the two SSP rates, which goes to the lower-paid employees who
are generally less likely to be covered by occupational schemes; to
extend the coverage of this rate across the whole range of earnings
bands within which employers pay lower rates of contributions, which
currently covers employees earning less than £175 a week; and to leave
the higher rate of SSP unchanged at £52.50. These changes will reduce
expenditure by about £100 million in 1991-2, while fully protecting

the lower-paid and with little or no effect for the great majority of

others.

14. I intend also to adjust the arrangements under which employers
are fully re-imbursed, by deduction from their remittances of National

Insurance contributions, for the whole of their expenditure on SSP

plus an amount to cover payments of such contributions on SSP itself.




I propose instead to move to 80 per cent re-imbursement. This will
reduce public expenditure in this area by about £180 million in
1991-92. At the same time however, I propose to make some offsetting
reductions in the rates of employers National Insurance contributions.
Full details will be given in the normal statement about contributions
which is made at the time of the Chancellor’s Autumn Statement. But I
can indicate now that my intention is to reduce each of the lower
rates - those which currently apply in respect of employees earning up
to £175 - by 0.4 per cent, at a revenue cost of about £150 million,
and to reduce the standard rate by 0.05 per cent, at a further revenue
cost of about £120 million. This overall reduction in employers’
contributions of some £270 million takes account also of the

compensation employers currently receive for contributions paid on SSP

itself. Legislation will be required, and we will be looking for an

early opportunity to implement these changes.

15. The arrangements for Statutory Maternity Pay, where occupational
cover is very much less extensive, will be left entirely unchanged,
except for any minor modifications needed in consequence of the
separation from SSP. That separation, however, enables me to go
further on the standard rate of SMP than I have proposed for SSP. I
intend not only to increase it by the RPI, which would take it from
£39.25 to £43.50, but by a further £1 a week to E44.§9. An additional

£1 will also be added to the National Insurance Maternity Allowance,

taking it from £35.70 to £40.60 instead of the £39.60 which an RPI up-
rating alone would have indicated. There will thus be a real increase
in benefit for some 315,000 mothers-to-be in the course of a year, at

a cost of about £5 million.

s
e e

16. Apart from this crease in maternity pay, my proposals on SSP,
which I believe strike a sensible new balance in the partnership
between the State and employers which has developed in this field,
open the way to a number of other important improvements both small

and large.




17. 1In turning to those improvements, I should make one point clearly
to the House. This is that support for families does not relate only
to families with children, important though that is. It must
acknowledge responsibilities towards the old as well as the young, and
not least the particular pressures families can face arising from
disability, or the need for special care. In framing my proposals I

have sought to take account of all those strands

18. I come first to the needs of disabled people and their carers,
where we are already carrying through the major programme described in
my up-rating statement last year. Last April we made real increases
in the disability premiums in Income Support, Housing Benefit and
Community Charge Benefit, including in particular those for children;
extended Mobility Allowance to the deaf-blind; and extended Attendance
Allowance to disabled babies under 2. This month we have introduced a
carers’ premium into Income Support, and extended Attendance Allowance
to the terminally ill without the normal time limit. In December we
shall make the increases in Severe Disablement Allowance to which I
have already referred. And we are preparing new benefits for
introduction in 1992 to help those disabled people who wish to work
and further extend help with disability costs.

19. Against that background, I cannot of course propose further
measures on the same scale. But what I can and will do is to make
five more specific improvements specifically directed at the needs of

some of the most severely disabled people and their carers.

20. The Independent Living Fund, now providing extra help - averaging
£74 a week but in some cases several hundred pounds a week - to some
6,000 severely disabled people in the community, will have its

resources nearly doubled to £62 million next year. It will thus have

risen twelvefold, from an inifilal €5 million in only three years.

21. We shall make an immediate additional grant to Motability of
£250,000 in the current year, and £1 million a year thereafter, to
enhance the assistance it can give with the expensive adaptation of

cars which severely disabled people often need.




22. I intend too to modify Mobility Allowance regulations to help
those particularly unfortunate people who suffer the amputation of
both legs. The House will be aware of two recent cases -

Mrs Sandra Stones in Durham and Sergeant Andy Mudd in Colchester -
where either Mobility Allowance was withdrawn or doubt cast on
continuing entitlement. While cases in doubt may be resolved by
review or appeal - as has indeed already happened in the case of
Sergeant Mudd - it seems to me that we ought to do everything possible
to avoid this sort of uncertainty and the distress it can cause. I
therefore propose an amendment to put the payment of Mobility

Allowance in such cases beyond doubt.

23. I propose also two further useful improvements for carers. The
amount which can be earned without affecting entitlement to Invalid
Care Allowance, increased last year from £12 to £20 a week, will in
April go up by a further 50 per cent to £30 a week. And I intend to
provide that the carers’ premium just introduced in Income Support,
which as things stand would cease immediately on the death of the
person being cared for, can continue to be paid for up to eight weeks

thereafter.

24. Next, pensioners. As I have said on a number of occasions in the
House and elsewhere, in welcoming the rise in pensioners real average

net incomes which has taken place as a result of the spread of

occupational and personal pensions and the growth of savings, we must

not overlook those who have not yet gained from those trends.

25. I therefore propose to make this year a real increase in the
basic pensioner premium for those aged 60-74 in Income Support,
Housing Benefit and Community Charge Benefit, which will go up by £1 a
week more for a single pensioner, and £1.50 more for a couple, than in
a straightforward up-rating. It will thus rise by £1.95 from £11.80
to £13.75 for a single pensioner and by £2.95 from £17.95 to £20.90

for a couple.




26. This will cost nearly £80 million, and assist some 3.5 million
people through Income Support, Housing Benefit and Community Charge
Benefit. Taken together with the premium increases for the older and
more disabled pensioners which took place in October 1989, it means
that over eighteen months there will have been a real increase in
every one of the premiums applying to around 6 million less well-off

pensioners, at a total cost of about £300 million.

27. I propose also, thirdly, a major upward adjustment in Income
Support in a field which brings together the interests of both elderly
and disabled people and the families to which they belong: the limits

relating to residential care and nursing homes.

28. The survey of costs we commissioned from Price Waterhouse to give
us additional information in this field is being placed in the Library
today. In brief, it shows that, while the limits for residential care
are reasonably close to median costs across the country, those for
nursing homes are significantly too low; but it does not provide
evidence of a significantly clear pattern of geographical variation,

except for Greater London, to justify the introduction of further such

variations at this stage.

29. What I now propose takes account both of the Price Waterhouse
results and of the many other representatives to us by voluntary and

charitable bodies and organisations of home owners.

30. For residential care, the basic limit will rise by £5 a week to
£160. There will be larger increases of £15 to £185 for the category
covering the very dependent and blind elderly, which includes for
example Alzheimers Disease cases; and for those covering mentally

handicapped, mentally ill and physically disabled people.

31. For nursing homes, the increases will be much larger: £45 a

week, to £255 a week, for the main category catering for the &Iderly,
— e ——

and also fo6r the mentally ill; £35, to £260 a week, for the mentally

handicapped; and £35, to £290 a week, for the physically disabled.

The increase for terminal illness homes will be somewhat smaller, at




£15 to £275 a week, taking account of the fact that this type of home
received the largest increases last year, that the distinction between
these homes and others is becoming increasingly artificial, and that
voluntary hospices - many of which do not seek to make use of Income
Support anyway - are now receiving extra financial help specially
geared to their needs under the arrangements introduced this year by

my Rt hon and learned Friend the Secretary of State for Health.

32. Additionally, I propose to introduce a special further nursing
home supplement in Greater London to take it from £23 to £33 a week.
Thus for an ordinary nursing home in Greater London the overall

increase will be £55 a week. And the addition for personal expenses

will rise to £11.40 a week at a cost of £10 million.

33. The total costs of these increases will be some £235 million.
Together with those made in April and August this year, Income Support
expenditure on those in homes will have risen by over £400 million a
year in quite a short period - and in addition to the more than

£1 billion it had already reached by the end of March this year.

34. As the House knows, pending the changes now planned for 1993, the

Income Support limits in this field are, and always have been,

designed to help towards not only income maintenance but also housing

and care costs. It has never been the intention, nor is it sensible,
that in the generality of cases Housing Benefit itself should be
available as an alternative to Income Support. An anomaly exists in
the regqulations, which has enabled such claims to be made; and in the
light of the large increases in limits which I have announced, I
intend to consult on amendments to re-establish the policy intention

more clearly.




%. Last but not least, Mr Speaker, I intend to make an increase in
Child Benefit, which is and will remain a strong element in our
policies for family support. It will not however surprise the House
that, in view of what I said earlier about considering the needs of
families more broadly, and of the major improvements I have just
announced, that I am not able simply to up-rate it across the board,

which would have a gross cost of some £500 million.

36. In fulfilling my statutory duty of review, I have therefore
looked not only at whether there should be an increase, but at what
form it should take to make the most effective use of the resources I
am able to make available. I have concluded that the right course
this year is to make an increase which gives a worthwhile amount to

all mothers, while at the same time recognising that for the great

majority of parents it is the arrival of the first child which has

much the largest impact on their finances. This is not only because

of The initial costs the&uiﬁéﬂ},Abufibecause, in a world where the
overwhelming majority of women work while they are childless, but most
feel it necessary or right to give up work, or work less, for some

considerable time thereafter, it is frequently associated with a sharp

reduction in the family income.

37. I therefore propose this year an increase which acknowledges that

fact by making an additional payment for the figg&_g{ﬁgldestreligible

child. It will be of £1 a week, payable of course normally to the

mother, and in addition to the continued payment of £7.25 a week for
each child. Since it will go to every family, and will be larger than
an RPI increase in One Parent Benefit - itself originally defined as a
payment for the first or eldest child - would have been, I do not

propose on this occasion to increase that benefit as well.

38. The measure will complement what we have already done in recent
years to steer some £350 million of real extra help to low-income
families through Income Support and Family Credit. It will give an
extra £1 a week to every mother in nearly 7 million families, at a

gross cost of over £350 million and a net cost of £260 million.




39. Mr Speaker, this up-rating statement will result

expenditure of nearly £5 billion, and take the social

S ——————————

to a total of £66 billion a year. But more important

figures is what it does in terms of people. It helps

children, and families-to-be. It helps large numbers

less-well-off pensioners. It will ease the anxieties

in extra
security budget
than those
families with
of

of families

concerned with the care of elderly or disabled relatives, and of those

relatives themselves. And it builds on what we are already doing to

give greater help to disabled people.

40. In short, it carries forward the re-shaping of our social

security system, conceived in the 1940s, to meet the needs of the

1990s.
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UP-RATING STATEMENT

With permission, Mr Speaker, I wish to make a statement about the
up-rating of social security benefits. This will take place for most
benefits in the first full week of the tax year - that is to say, the
week beginning 8 April. The necessary statutory instruments applying
both to Great Britain and Northern Ireland, will in due course be laid

before both Houses for debate.

2. As is customary, I will deal first with the main National
Insurance benefits, including most notably the Retirement Pension
which now goes to some 10 million people. The basis for the
up-rating is the latest available figure for the increase in the

Retail Price Index: the 10.9 per cent rise recorded for the year to
September 1990.

3. The Retirement Pension will accordingly rise by £5.10 a week for
a single person, from £46.90 to £52.00, and by £8.15 a week for a
couple, from £75.10 to £83.25. This increase alone will cost some
£2.3 billion, underlining once again our clear and continuing

commitment to maintaining the pension’s value.

4. Unemployment Benefit will rise from £37.35 to £41.40 for a single
person and from £60.40 to £66.95 for a couple; and sickness benefit
from £35.70 to £39.60 for a single person and from £57.80 to £64.10

for a couple.

5. National Insurance Invalidity Benefit will go up in line with the
Retirement Pension. There will also be a 10.9 per cent increase in
all other non-income-related benefits for disabled people or those who
are sick for a long period - Severe Disablement Allowance, Industrial

Injuries Benefits, War Disablement Pensions, Invalid Care Allowance,

Mobility Allowance and Attendance Allowance. The 615,000 people now

receiving Mobility Allowance will see it rise by nearly £3 a week to
£29.10. For the three-quarters of a million people now receiving
Attendance Allowance, there will be an increase of £2.75, to £27.80,

in the lower rate, and of over £4, to £41.65, in the higher rate.




-6. The age-related additions known as Invalidity Allowances,
currently confined to those receiving Invalidity Benefit but being
‘xtended in December to give up to £10 a week extra to some 100,000

people receiving the non-contributory Severe Disablement Allowance,

will rise further in April to a maximum of £11.10.

T Similarly, 10.9 per cent increases will take place in Widows
Pensions including Widowed Mothers Allowance, War Pensions, and all
public service pensions, together with the special Ministry of Defence
payment to the pre-1973 war widows, which my rt. hon friend the
Secretary of State for Defence will raise from £40 to £44.36 per week.

8. For the income-related benefits - Income Support, Housing
Benefit, Community Charge Benefit and Family Credit - the up-rating
will be based, again as usual, on the RPI less housing costs. This is
simply because, for those receiving these benefits, help with rent is
available through Housing Benefit or help with mortgage interest

through Income Support itself.

9. This index rose by 8.1 per cent in the year to September 1990,
and the relevant benefit rates, with one exception to which I will
come later, will go up accordingly. Thus Income Support for a single
person under 25 will go from £28.80 to £31.15; the rate for an older
single person from £36.70 to £39.65; and the higher pensioner premium
from £17.05 to £18.45. For a family on Income Support with two
children aged 10 and 12, benefit will rise by £7.75 a week to £103.30,

plus full mortgage interest if they have been on benefit for more than

six months, or full rent if they are tenants, and eighty per cent of

their community charge.

10. I turn next to Statutory Sick Pay and Statutory Maternity Pay,
which as the House is aware, are both paid through employers. The
link between the two schemes is frankly somewhat artificial resting
more on considerations of administrative convenience than of
consistency in structure or purpose. I have concluded that the
sensible development of policy of both fields would now be better

served by treating them separately.




11. So far as SSP is concerned, I propose to build on the

re-structuring undertaken last year, taking account of the

.:onsiderations I outlined to the House at that time. Occupational

sick pay schemes have grown to such an extent that over 90 per cent of
the work force now work for employers providing this cover, reflecting
what is in my view a proper acceptance by employers of a much greater
responsibility to cover short-term sickness amongst their employees.
This in turn means that, for the great majority of those in work, the
rates of SSP bear little or no relation to the amount they actually
receive when sick. 1In these circumstances it is better for additional
resources from the taxpayer to be concentrated more clearly on those
least likely to have occupational provision, or in other areas of
social security for which employers cannot be expected to provide.

12. I therefore propose to up-rate fully, from £39.25 to £43.50, the
lower of the two SSP rates, which goes to the lower-paid employees who
are generally less likely to be covered by occupational schemes; to
extend the coverage of this rate across the whole range of earnings
bands within which employers pay lower rates of contributions, which
currently covers employees earning less than £175 a week; and to leave
the higher rate of SSP unchanged at £52.50. These changes will reduce
expenditure by about £100 million in 1991-2, while fully protecting
the lower-paid and with little or no effect for the great majority of

others.

13. I intend also to adjust the arrangements under which employers
are fully re-imbursed, by deduction from their remittances of National
Insurance contributions, for the whole of their expenditure on SSP
plus an amount to cover payments of such contributions on SSP itself.
I propose instead to move to 80 per cent re-imbursement. This will
reduce public expenditure in this area by about £180 million in
1991-92 in addition to the £100 million to which I have just referred.
At the same time however, I propose to make some offsetting reductions
in the rates of employers National Insurance contributions. Full
details will be given in the normal statement about contributions
which is made at the time of the Chancellor’s Autumn Statement. But I
can indicate now that my intention is to reduce each of the lower
rates - those which currently apply in respect of employees earning up
to £175 - by at least one quarter of a per cent, and to reduce the
standard rate by 0.05 per cent. These changes will reduce employers’
contributions, by something over £200 million, and take account also




‘of the compensation employers currently receive for contributions paid
on SSP itself. These changes to employers’ National Insurance

ontributions will go a considerable way in helping employers,
particularly smaller employers who tend to have lower paid employees,
to meet any extra costs which might otherwise arise from the new

arrangements. Legislation will be required.

14. The arrangements for Statutory Maternity Pay, where occupational
cover is very much less extensive, will be left entirely unchanged,
except for any minor modifications needed in consequence of the
separation from SSP. That separation, however, enables me to go
further on the standard rate of SMP than I have proposed for SSP. I
intend not only to increase it by the RPI, which would take it from
£39.25 to £43.50, but by a further £1 a week to £44.50. An additional
£1 will also be added to the National Insurance Maternity Allowance,
taking it from £35.70 to £40.60 instead of the £39.60 which an RPI
up-rating alone would have indicated. There will thus be a real
increase in benefit for some 315,000 mothers-to-be in the course of a

year, at a cost of about £5 million.

15. Apart from this increase in maternity pay, my proposals on SSP,
which I believe strike a sensible new balance in the partnership
between the State and employers which has developed in this field,

open the way to a number of other important improvements both small

and large.

16. In turning to those improvements, I should make one point clearly
to the House. This is that support for families does not relate only
to families with children, important though that is. It must
acknowledge responsibilities towards the old as well as the young, and
not least the particular pressures families can face arising from
disability, or the need for special care. In framing my proposals I

have sought to take account of all those strands.

17. I come first to the needs of disabled people and their carers,
where we are already carrying through the major programme described in

my up-rating statement last year. Last April we made real increases

in the disability premiums in Income Support, Housing Benefit and
Community Charge Benefit, including in particular those for children;

extended Mobility Allowance to the deaf-blind; and extended Attendance

Allowance to disabled babies under 2. This month we have introduced a




carers’ premium in the income-related benefits, and extended

Attendance Allowance to meet the special needs of the terminally ill.

.In December we shall make the increases in Severe Disablement

Allowance to which I have already referred. And we are preparing new
benefits for introduction in 1992 to help those disabled people who
wish to work and further extend help with disability costs.

18. Against that background, I cannot of course propose further
measures on the same scale. But what I can and will do is to make
five more specific improvements particularly directed at the needs of

some of the most severely disabled people and their carers.

19. The Independent Living Fund, now providing extra help - averaging
£74 a week but in some cases several hundred pounds a week - to some
6,000 severely disabled people in the community, will have its
resources nearly doubled to £62 million next year. It will thus have

risen twelvefold, from an initial €5 million in only three years.

20. We shall make an additional grant to Motability of £1 million a
year to enhance the assistance it can give with the expensive

adaptation of cars which severely disabled people often need.

21. I intend too to modify the Mobility Allowance regulations to help
those particularly unfortunate people who suffer the amputation of
both legs. The House will be aware of two recent cases -

Mrs Sandra Stones in Durham and Sergeant Andy Mudd in Colchester -
where either Mobility Allowance was withdrawn or doubt cast on
continuing entitlement. While cases in doubt may be resolved by
review or appeal - as I am glad to say has indeed already happened in
the case of Sergeant Mudd - it seems to me that we ought to do
everything possible to avoid this sort of uncertainty and the distress
it can cause. I therefore propose an amendment to put the payment of
Mobility Allowance in such cases beyond doubt.

22. I propose also two further useful improvements for carers. The
amount which can be earned without affecting entitlement to Invalid
Care Allowance, increased last year from £12 to £20 a week, will in
April go up by a further 50 per cent to £30 a week. And I intend to
provide that the carers’ premium just introduced in Income Support,

which as things stand would cease immediately on the death of the




éerson being cared for, can continue to be paid for up to eight weeks

thereafter.

23. Next, pensioners. As I have said on a number of occasions in the
House and elsewhere, in welcoming the rise in pensioners real average
net incomes which has taken place as a result of the spread of

occupational and personal pensions and the growth of savings, we must

not overlook those who have not yet gained from those trends.

24. I therefore propose to make this year a real increase in the
basic pensioner premium for those aged 60-74 in Income Support,
Housing Benefit and Community Charge Benefit, which will go up by £1 a
week more for a single pensioner, and £1.50 more for a couple, than in
a straightforward up-rating. It will thus rise by £1.95 from £11.80
to £13.75 for a single pensioner and by £2.95 from £17.95 to £20.90
for a couple, contributing to total increases of £4.90 and £7.60

respectively in their Income Support.

25. This will cost nearly £80 million, and will assist some 400,000

pensioners directly through Income Support, and well over 1.5 million

through Housing Benefit and Community Charge Benefit. Taken together
with the premium increases for the older and more disabled pensioners
which took place in October 1989, it means that over eighteen months
there will have been a real increase in every one of the premiums

applying to around 6 million less well-off pensioners, at a total cost

of about £300 million.

26. Thirdly, I am making a major upward adjustment in Income Support
in a field which brings together the interests of both elderly and
disabled people and the families to which they belong: the limits

relating to residential care and nursing homes.

27. The survey of costs we commissioned from Price Waterhouse to give
us additional information in this field is being placed in the Library
today. 1In brief, it shows that, while the limits for residential care
are reasonably close to median costs across the country, those for
nursing homes are significantly too low; but it does not provide
evidence of a sufficiently clear pattern of geographical variation,
except for Greater London, to justify the introduction of further such

variations at this stage.




28. What I now propose takes account both of the Price Waterhouse

results and of the many other representations to us by voluntary and

’aritable bodies and organisations of home owners, as well as by many
o

nourable Members on behalf of their constituents.

29. For residential care, the basic limit will rise by £5 a week to
£160. There will be larger increases of £15 to £185 for the category
covering the very dependent and blind elderly, which includes for
example Alzheimers Disease cases; and for those covering mentally
handicapped, mentally ill and physically disabled people.

30. For nursing homes, the increases will be much larger: £45 a
week, to £255 a week, for the main category catering for the elderly,
and also for the mentally ill; £35, to £260 a week, for the mentally
handicapped; and £35, to £290 a week, for the physically disabled.
The increase for terminal illness homes will be somewhat smaller, at
£15 to £275 a week, taking account of the fact that this type of home
received the largest increases last year, that the distinction between
these homes and others is becoming increasingly artificial, and that
voluntary hospices - many of which do not seek to make use of Income
Support anyway - are now receiving extra financial help specially
geared to their needs under the arrangements introduced this year by

my Rt hon and learned Friend the Secretary of State for Health.

31. Additionally, I propose to introduce a special further nursing
home supplement in Greater London to take it from £23 to £33 a week.
Thus for an ordinary nursing home in Greater London the overall

increase will be £55 a week.

32. The total cost of these increases will be some £235 million.
Together with those made in April and August this year, Income Support
expenditure on those in homes will have risen by over £400 million a
year in quite a short period - over and above the more than

£1 billion it had already reached by the end of March this year.

33. As the House knows, pending the changes now planned for 1993, the
Income Support limits in this field are, and always have been,
designed to help towards not only income maintenance but also housing
and care costs. It has never been the intention, nor is it sensible,
that in the generality of cases Housing Benefit itself should be

available as an alternative to Income Support. An anomaly exists in




the regulations, which has enabled such claims to be made; and in the

light of the large increases in limits which I have announced, I
.1tend to consult on amendments to re-establish the policy intention

more clearly.

34. Last but not least, Mr Speaker, I intend to make an increase in
Child Benefit, which is and will remain a strong element in our
policies for family support. It will not however surprise the House
that, in view of what I said earlier about considering the needs of
families more broadly, and of the major improvements I have just
announced, that I am not able simply to up-rate it across the board,

which would have a gross cost of some £500 million and a net cost of

some £380 million.

35. In fulfilling my statutory duty of review, I have therefore
looked not only at whether there should be an increase, but at what
form it should take to make the most effective use of the resources I
am able to make available. I have concluded that the right course
this year is to make an increase which gives a worthwhile amount to
all mothers, and which will be particularly welcome to new mothers
because it recognises that for the great majority of parents it is the
arrival of the first child which has much the largest impact on their
finances. This is not only because of the initial costs they incur,
but because, in a world where the great majority of women work while
they are childless, but most feel it necessary or right to give up
work, or work less, for some considerable time thereafter, it is

frequently associated with a sharp reduction in the family income.

36. I therefore propose this year an increase which acknowledges that
fact by making an additional payment for the first or eldest eligible
child. It will be of £1 a week, payable of course normally to the
mother, and in addition to the continued payment of £7.25 a week for
each child. Since it will go to every family, and will be larger than
an RPI increase in One Parent Benefit - itself originally defined as a
payment for the first or eldest child - would have been, I do not

propose on this occasion to increase that benefit as well.




€

37. The measure will complement what we have already done in recent

years to steer some £350 million of real extra help to low-income

‘milies through Income Support and Family Credit. It will give an

extra £1 a week to every mother in nearly 7 million families, at a

gross cost of over £350 million and a net cost of £260 million.

38. Mr Speaker, by choosing what I believe to be sensible priorities,
I have been able to make a number of important improvements in social
security, especially for families, without adding overall what is in
any case the very large cost this year of maintaining our up-rating

commitments.

39. What I have announced helps families with children, and families-
to-be. It helps large numbers of less-well-off pensioners. It will
ease the anxieties of families concerned with the care of elderly or
disabled relatives, and of those relatives themselves. And it builds

on what we are already doing to give greater help to disabled people.

40. 1In short, it carries forward the re-shaping of our social
security system, conceived in the 1940s, to meet the needs of the
1990s.
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DRAFT UP-RATING STATEMENT
1. With permission, Mr Speaker, I wish to make a statement about the
up-rating of social security benefits. This will take place for most
penefits in the first full week of the tax year - that is to say, the
week beginning 8 April. The necessary statutory instruments applying
both to Great Britain and Northern Ireland, will in due course be laid

pefore both Houses for debate.

5. As is customary, I will deal first with the main National
Insurance benefits, including most notably the Retirement Pension
which now goes to some 10 million people. The basis for the up-
rating is the latest available figure for the increase in the Retail

price Index: the 10.9 per cent rise recorded for the year to

September 1990.

3. The Retirement Pension will accordingly rise by £5.10 a week for
a single person, from £46.90 to £52.00, and by £8.15 a week for a
couple, from £75.10 to €83.25. This increase alone will cost some
£2.3 billion, underlining once again our clear and continuing

commitment to maintaining the pension’s value.

4. Unemployment Benefit will rise from £37.35 to £41.40 for a single

person and from £60.40 to £66.95 for a couple; and sickness benefit

from £35.70 to £39.60 for a single person and from £57.80 to £64.10

for a couple.

5. National Insurance Invalidity Benefit will go up in line with the
Retirement Pension. There will also be a 10.9 per cent increase in
all other non-income-related benefits related to disabled people or
those who are sick for a long period ~ Severe Disablement Allowance,
Industrial Injuries Benefits, War Disablement Pensions, Invalid Care
Allowance, Mobility Allowance and Attendance Allowance. The

615,000 people now receiving Mobility Allowance will see it rise by
nearly £3 a week to £29.10. For the three-quarters of a million
people now receiving Attendance Allowance, there will be an increase
of £2.75, to £27.80, in the lower rate, and of over £4, to £41.65, in

the higher rate.

=
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6. The age-related additions known as Invalidity Allowances,
currently confined to those receiving Invalidity Benefit but being
extended in December to give up to £10 a week extra to some 275,000

people receiving the non-contributory Severe Disablement Allowance,

will rise further in April to a maximum of £11.10.

7. Similarly, 10.9 per cent increases will take place in widows

pensions including Widowed Mothers Allowance, War Pensions, and all

together with the special Ministry of Defence
hon friend the

0 to £44.36 per week.

public service pensions,
payment to the pre-1973 war widows, which my rt.

Secretary of State for Defence will raise from £4

8. For the income-related benefits - Income Support, Housing
Benefit, Community Charge Benefit and Family Credit - the up-rating
will be based, again as usual, on the RPI less housing costs. This is
for those receiving these benefits, help with rent is

simply because,
help with mortgage interest is

available through Housing Benefit or
given to those on Income Support.

by 8.1 per cent in the year to September 1990,

9. This index rose
and the relevant penefit rates, with one exception to which I will

come later, will go up accordingly. Thus Income Support for a single
person under 25 will go from £28.80 to £31.15; the rate for an older
single person from £36.70 to £39.65; and the higher pensioner premium
from £17.05 to £18.45. For a family on Income Support with two
children aged 10 and 12, benefit will rise by £7.75 a week to £103.30,
plus full mortgage interest if they have been on benefit for more than
six months, or full rent if they are tenants, and eighty per cent of

their community charge.

10. On a detailed point, but one of considerable importance to the
small number of families and individuals affected, I intend to relax
the rule that at present automatically ends the Income Support of

ir 19th birthday, even if they are still completing
Proposals to allow benefit to continue to be
referred to the Social Security

young people on the
their studies at school.
paid in these circumstances will be

Advisory Committee next week.
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11. I turn next to Statutory Sick Pay and Statutory Maternity Pay,
which as the House is aware, are both paid through employers. The
link between the two schemes is frankly somewhat artificial resting

more on considerations of administrative convenience than of

consistency in structure OI purpose. I have concluded that the

sensible development of policy of both fields would now be better

served by treating them separately.

12. So far as SSP is concerned, I propose to build on the
re-structuring undertaken last year, taking account of the
considerations I outlined to the House at that time. Occupational
sick pay schemes have grown to such an extent that over 90 per cent of
the work force now work for employers providing this cover, reflecting
what is in my view a proper acceptance by employers of a much greater
responsibility to cover short-term sickness amongst their employees.
This in turn means that, for the great majority of those in work, the
rates of SSP bear little or no relation to the amount they actually
receive when sick. In these circumstances it is better for additional
resources from the taxpayer tobe concentrated more clearly on those
least likely to have occupational provision, or in other areas of
social security for which employers cannot be expected to provide.

13. I therefore propose to up-rate fully, from £39.25 to £43.50, the
lower of the two SSP rates, which goes to the lower-paid employees who
are generally less likely to be covered by occupational schemes; to
extend the coverage of this rate across the whole range of earnings
bands within which employers pay lower rates of contributions, which
currently covers employees earning less than £175 a week; and to leave
the higher rate of SSP unchanged at £52.50. These changes will reduce
expenditure by about £100 million in 1991-2, while fully protecting
the lower-paid and with little or no effect for the great majority of

others.

14. I intend also to adjust the arrangements under which employers
are fully re-imbursed, by deduction from their remittances of National
Tnsurance contributions, for the whole of their expenditure on SSP
plus an amount to cover payments of such contributions on SSP itself.

g
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I propose instead to mov
nditure in this area by about £180 million in

I propose to make some offsetting

e to 80 per cent re-imbursement. This will

reduce public expe

1991-92. At the same time however,
employers National Insurance contributions.

reductions in the rates of
1 statement about contributions

Full details will be given in the norma
which is made at the time of the Chancellor’s Auntumn Statement. But I

can indicate now that my intention is to reduce each of the lower

rates - those which currently apply in respect of employees earning up
to £175 - by 0.4 per cent, at a revenue cost of about £150 million,
standard rate by 0.05 per cent, at a further revenue
cost of about £120 million. This overall reduction in employers’

contributions of some €270 million takes account also of the
re currently receive for contributions paid on SSP

and to reduce the

compensation employe
itself. Legislation will be required, and we will be looking for an

early opportunity to implement these changes.

15. The arrangements for Statutory Maternity Pay, where occupational
cover is very much less extensive, will be left entirely unchanged,
except for any minor nodifications needed in conseguence of the

That separation, however, enables me to go

separation from SSP.
further on the standard rate of SMP than I have proposed for SSP. I
intend not only to increase it by the RPI, which would take it from
€39.25 to £43.50, but by a further £1 a week to £44.50. An additional
£1 will also be added to the National Insurance Maternity Allowance,
taking it from £35.70 to €40.60 instead of the £39.60 which an RPI up=
rating alone would have indicated. There will thus be a real increase

in benefit for some 315,000 mothers-to-be in the course of a year, at

a cost of about £5 million.

16. Apart from this increase in maternity pay, my proposals on SSP,
le new balance in the partnership

petween the State and employers which has developed in this field,

umber of other important improvements both small

which I believe strike a sensib

open the way to a n

and large.
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17. TIn turning to those improvements, I should make one point clearly
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to the House. This is that gupport for families does not relate only
to families with children, important though that is. It must
acknowledge responsibilities towards the old as well as the young, and
not least the particular pressures families can face arising from
disability, or the need for special care. In framing my proposals I
have sought to take account of all those strands

18. I come first to the needs of disabled people and their carers,
where we are already carrying through the major programme described in
my up-rating statement last year. Last April we made real increases
in the disability premiums in Income Support, Houging Benefit and

Community Charge Renefit, including in particular those for children;

extended Mobility Allowance to the deaf-blind; and extended Attendance
Allowance to disabled babies under 2. This month we have introduced a
carers’ premium into Income Support, and extended Attendance Allowance
to the terminally ill without the normal time limit. In December we
shall make the increases in Severe Disablement Allowance to which I
have already referred. And we are preparing new benefits for
introduction in 1992 to help those disabled people who wish to work

and further extend help with disability costs.

19. Against that background, I cannot of course propose further
measures on the same scale. But what T can and will do is to make
five more specific improvements specifically directed at the needs of

csome of the most severely disabled people and their carers.

20. The Independent Living Fund, now providing extra help - averaging
£74 a week but in some cases gseveral hundred pounds a week - to some
6,000 severely disabled people in the community, will have its
resources nearly doubled to £62 million next year. It will thus have
risen twelvefold, from an initial €5 million in only three years.

21. We shall make an immediate additional grant to Motability of
£250,000 in the current year, and £1 million a year thereafter, to
enhance the assistance it can give with the expensive adaptation of

cars which severely disabled people often need.
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22, I intend too to modify Mobility Allowance regulations to help

those particularly unfortunate people who suffer the amputation of

both legs. The House will be aware of two recent cases -

Mrs Sandra Stones in Durham and Sergeant Andy Mudd in Colchester -

e either Mobility Allowance was withdrawn or doubt cast on

While cases in doubt may be resolved by
review or appeal - as has indeed already happened in the case of
Sergeant Mudd - it seems to me that we ought to do everything possible
s sort of uncertainty and the distress it can cause. 1

wher
continuing entitlement.

to avoid thi
refore propose an amendment to put the payment of Mobility

the
Allowance in such cases beyond doubt.

23, I propose also two further useful improvements for carers. The

amount which can be earned without affecting entitlement to Invalid

Care Allowance, increased last year from £12 to £20 a week, will in

o up by a further 50 per cent to £30 a week. And I intend to
provide that the carers’ premium just introduced in Income Support,
which as things stand would cease immediately on the death of the
continue to be paid for up to eight weeks

April g

person being cared for, can

thereafter.

24. Next, pensioners. As I have said on a number of occasions in the

House and elsewhere, in welcoming the rise in pensioners real average

net incomes which has taken place as a result of the spread of
occupational and personal pensions and the growth of savings, we must

not overlook those who have not yet gained from those trends.

25. I therefore propose to make this year a real increase in the
bagic pensioner premium for those aged 60-74 in Income Support,
Housing Benefit and community Charge Benefit, which will go up by £l a
week more for a single pensioner, and £1.50 more for a couple, than in
a straightforward up-rating. It will thus rise by £1.95 from £11.80
to £13.75 for a single pensioner and by £2,95 from £17.95 to £20.90

for a couple.
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26. This will cost nearly ¢80 million, and assist some 3.5 million
people through Income Support, Housing Benefit and Community Charge
Benefit. Taken together with the premium increases for the older and
more disabled pensioners which took place in October 1989, it means

that over eighteen months there will have been a real increase in

every one of the premiums applying to around 6 million less well-off

pensioners, at a total cost of about €300 million.

27. I propose also, thirdly, a major upward adjustment in Income
Support in a field which brings together the interests of both elderly
and disabled people and the families to which they belong: the limits

relating to residential care and nursing homes.

28. The survey of costs we commissioned from Price Waterhouse to give
us additional information in this field is being placed in the Library
today. In brief, it shows that, while the limits for residential care
are reasonably close to median costs across the country, those for
nursing homes are significantly too low; but it does not provide
evidence of a significantly clear pattern of geographical variation,

except for Greater London, to justify the introduction of further such

variations at this stage.

29. What I now propose takes account both of the Price Waterhouse
results and of the many other representatives to us by voluntary and

charitable bodies and organisations of home owners.

30. For residential care, the basic limit will rise by &5 a week to
£160. There will be larger increases of £15 to £185 for the category
covering the very dependent and blind elderly, which includes for
example Alzheimers Disease cases; and for those covering mentally

handicapped, mentally ill and physically disabled people.

31. For nursing homes, the increases will be much larger: £45 a
week, to £255 a week, for the main category catering for the elderly,
and also for the mentally j1l; €35, to £260 a week, for the mentally
handicapped; and £35, to £290 a week, for the physically disabled.
The increase for terminal illnese homes will be somewhat smaller, at

LY
2
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£15 to £275 a week,

received the largest increases last year,
increasingly artificial, and that

taking account of the fact that this type of home
that the distinction between

these homes and others is becoming
voluntary hospices - many of which do not seek to make use of Income
Support anyway - are now receiving extra financial help specially
geared to their needs under the arrangements introduced this year by
my Rt hon and learned Friend the Secretary of State for Health.

I propose to introduce a special further nursing

home supplement in Greater London to take it from £23 to £33 a week.
Thus for an ordinary nursing home in Greater London the overall
increase will be £55 a week. And the addition for personal expenses

will rise to £11.40 a week at a cost of £10 million.

32. Additionally,

33. The total costs of these increases will be some £235 million.

her with those made in April and August this year, Income Support
mes will have risen by over £400 million a
d - and in addition to the more than

hed by the end of March this year.

Toget
expenditure on those in ho
year in quite a short perio
€1 billion it had already reac

pending the changes now planned for 1993, the

34. As the House knows,
Support limits in this field are, and always have been,

Income
only income maintenance but also housing

designed to help towards not
Tt has never been the jintention, nor is it sensible,

and care costs.
ases Housing Benefit itself should be

that in the generality of ¢
available as an alternative to Income Support. An anomaly exists in
which has enabled such claime to be made; and in the

the regulations,
nounced, I

light of the large increases in limits which I have an

intend to consult on amendments to re-establish the policy intention

more clearly.
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35. TLast but not least, Mr Speaker, I intend to make an increase in
Child Benefit, which is and will remain a strong element in our
policies for family support. It will not however surprise the House
that, in view of what I caid earlier about considering the needs of
families more broadly, and of the major improvements I have just
announced, that I am not able simply to up-rate it across the board,

which would have a gross cost of some £500 million.

36. In fulfilling my statutory duty of review, I have therefore
1ooked not only at whether there should be an increase, but at what
form it should take to make the most effective use of the resources I
am able to make available. I have concluded that the right course

this year is to make an increase which gives a worthwhile amount to
all mothers, while at the same time recognising that for the great
majority of parents it is the arrival of the first child which has

much the largest impact on their finances. This is not only because
of the initial costs they incur, but because, in a world where the
overwhelming majority of women work while they are childless, but most
feel it necessary or right to give up work, or work less, for some
considerable time thereafter, it is frequently associated with a sharp

reduction in the family income.

37. T therefore propose this year an increase which acknowledges that
fact oy making an additional payment for the first or eldest eligible
child. It will be of £l a week, payable of course normally to the
mother, and in addition to the continued payment of £7.25 a week for
each child. Since it will go to every family, and will be larger than
an RPI increase in One Parent Benefit - itself originally defined as a
payment for the first or eldest child - would have been, I do not

propose on this occasion to increase that benefit as well.

38. The measure will complement what we have already done in recent
years to steer some £350 million of real extra help to low-income
families through Income Support and Family Credit. It will give an
extra £1 a week to every mother in nearly 7 million families, at a
gross cost of over €350 million and a net cost of £260 million.

N
'y




FROM DHSS 81 218 5417 PRAGE . @
GE L2

Mr Speaker, this up-rating statement will result in extra

nearly £5 billion, and take the social security budget

expenditure of
to a total of £66 billion a year. But more important than those

figures is what it does in terms of people. It helps families with
children, and families-to-be. It helps large numbers of

less-well-off pensioners. It will ease the anxieties of families

of elderly or disabled relatives, and of'those

concerned with the care
And it builds on what we are already doing to

relatives themselves.
give greater help to disabled people.

40. In short, it carries forward the re-shaping of our social

security system, conceived in the 1940s, to meet the needs of the

1990s.
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WHITE PAPER ON NEW PROPOSALS FOR CHILD BENEFIT

Thank you for your letter of 23 October setting out how
your Secretary of State proposes to respond to the comments made
by the Prime Minister and Lord Mackay on the draft White Paper
circulated last week.

The Prime Minister has noted this and is in particular
content with the draft passage which you quoted covering the
handling of deductions for maintenance from the income support of
absent parents.

I am copying this letter to Jenny Rowe (Lord Chancellor's
Office) and Sonia Phippard (Cabinet Office).

(7M S M’t?/(_,)
/
G

Caroline Slocock

Mrs. Debbie Heigh,
Department of Social Security.
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Privy CouNciL OFFICE

WHITEHALL. LONDON SWIA 2AT

23 October 1990

DSS LEGISLATION 1990-91: CHILD MAINTENANCE‘,\«”'d

I refer to your letter of 16 October drawing together your
proposals for legislation next Session, and in particular to your
comment that the bill dealing with child maintenance would have
to be introduced in the New Year incomplete in a number of
respects. You have also circulated a draft White Paper, on which
the Prime Minister, James Mackay, Norman Lamont and Michael
Howard have commented.

We had a brief word after Cabinet on Thursday about the state of
preparation of the bill, and I also spoke to James Mackay. As I
said, I am unhappy about embarking on this bill on the basis you
propose. It seems to me that, having made an announcement in
July on the basis of considerable study, embarked on widespread
consultation, and then produced a substantial White Paper, we
would be open to justifiable criticism if our proposals when they
eventually appeared in the form of a bill were subject to
uncertainty and any significant degree of amendment. Instead of
seizing and holding the initiative in this politically important
area we would be put on the defensive. I do not want that to
happen.

I see from James Mackay's letter of 18 October commenting on the
draft White Paper that there are a number of what he describes as
major policy points outstanding. I suggest that it might be
helpful for us to have a brief meeting to review these and any
other matters which require to be settled so that the two months
between now and introduction of the bill can be used to the best
effect. If you and James Mackay agree to this proposal I will
ask my office to make the arrangements for a meeting. If you
would both find it helpful, I will ask the Cabinet Office to
arrange for the preparation of an annotated agenda.

I am copying this letter to James Mackay and also to the Prime

Minister and Sir Robin Butler.
VW

GEOFFREY HOWE

The Rt Hon Tony Newton MP

POLICY IN CONFIDENCE
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SOCIAL SECURITY UPRATING 1991-92

The Prime Minister discussed social security uprating for
next year with your Secretary of State, the Chief Secretary and
the Chief Whip yesterday.

Copies of this letter should go only to Ministers and

officials directly concerned with handling this subject.

The Prime Minister said that she had considered carefully

the package of measures proposed by your Secretary of State,
following his successful negotiations with the Chief Secretary.
A number of points, particularly on the proposed presentation,
caused her some concern.

(1)

The proposals for 1991-92 involved an addition of f1
per week on child benefit for the first child only; an
extra premium for pensioners in receipt of income
support; and an addition to the residential care
allowance. It would be important not to imply that
each measure was modest in scope and cost, in order to
make room for all three within a tight overall
settlement. There was a danger that the package and
each component would look mean-minded.

The presentation of the proposals on child benefit as a
new "family premium" was not attractive. It would be
important not to suggest that the child benefit
proposals represented a radical new departure in family
policy. That would start arguments on the backbenches
about the right means of family support.

The proposals might be criticised as favouring small
families. Accordingly there could be objections from
such groups as the Child Poverty Action Group and the
Catholic Church. It might be difficult to defend in
equity f1 extra per week for a family with one child;
and f1 extra per week for the family with five
children.

PERSONAL AND IN CONFIDENCE
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10 DOWNING STREET

LONDON SWIA 2AA
From the Privaie Secretar) 23 October 1990
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SOCIAL SECURITY UPRATING 1991-92

The Prime Minister discussed social security uprating for
next year with your Secretary of State, the Chief Secretary and
the Chief Whip yesterday.

Copies of this letter should go only to Ministers and
officials directly concerned with handling this subiject.

The Prime Minister said that she had considered carefully
the package of measures proposed by your Secretary of State,
following his successful negotiations with the Chief Secretary.
A number of points, particularly on the proposed presentation,
caused her some concern.

(i) The proposals for 1991-92 involved an addition of f1
per week on child benefit for the first child only; an
extra premium for pensioners in receipt of income
support; and an addition to the residential care
allowance. It would be important not to imply that
each measure was modest in scope and cost, in order to
make room for all three within a tight overall
settlement. There was a danger that the package and
each component would look mean-minded.

The presentation of the proposals on child benefit as a
new "family premium" was not attractive. It would be
important not to suggest that the child benefit
proposals represented a radical new departure in family
policy. That would start arguments on the backbenches
about the right means of family support.

The proposals might be criticised as favouring small
families. Accordingly there could be objections from
such groups as the Child Poverty Action Group and the
Catholic Church. It might be difficult to defend in
equity £1 extra per week for a family with one child;
and £1 extra per week for the family with five
children.
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There would also be problems in arguing that the
"family premium" was to help with start up costs, and
designed to help cushion the loss of income for women
giving up work to begin a family. Such a rationale
might be true in the long term. But in the short term
the extra money would also go to families where the
mother had been back to work for many years and the
last (or only) child was now in the sixth form.

The case for channelling more help to poorer pensioners
was not persuasive. An addition to income support had
been paid to those over 75 last year. And pensioners
in general would do well out of the overall uprating
for next year. Pensions would be going up by 10.9 per
cent. For the poorer pensioners on income support, the
uprating would be 8.1 per cent (under the Rossi index) ;
housing benefit would cover any increases in rents; and
the community charge benefit arrangements were more
generous than the previous rate rebates. The case for
an addition to child benefit was much stronger.

In putting forward the final package it would be vital
to ensure that the Government would not be forced into
further additions to any of the components. That risk
seemed to be much greater on child benefit than on

other items.

Your Secretary of State said that he and the Chief Secretary
had developed the proposed package carefully and cautiously. He
was convinced that it could be got through the House. The
proposals on child benefit had to be seen against the background
of changes in tax allowances over recent years which had not
particularly helped families with children. Indeed households
comprising families with children had done least well in recent
years. Moreover within the group of such families, recent
Government action had concentrated further support on poorer
families with children. It was now too late to make changes in
tax allowances that would have a significant effect before the
next election. But it was not too late to act on child benefit.
That was why, within the limited resources available from the
Chief Secretary, he had given priority to an addition to child
benefit. But he would be quite content to examine again the best
form of presenting the proposal; and he was not wedded to
introducing the concept of a family premium.

The Chief Secretary said that he too saw attractions in the
proposals. It was important to bear in mind the risk of legal

challenge if there were a further freeze. The Law Officers had
advised last year that a freeze would become increasingly at risk
of a successful legal challenge. But it would not be right to go
as far as full uprating; that would not be affordable given the
other measures proposed by the Social Security Secretary. It
would also damage the credibility of the whole public expenditure
package as a tough settlement in difficult economic

circumstances.

The Chief Whip said he had some misgivings about the
acceptability of the proposals on child benefit. The Government

would be putting forward a halfway house solution: it would not

PERSONAL AND IN CONFIDENCE




satisfy those who wanted to see child benefit uprated in full;
neither would it please those who wanted a shift away from child
benefit towards measures through the tax system. 1In general,
backbenchers had been expecting a further freeze on child
benefit; and the issue was not particularly contentious at
present. In his view, backbenchers would have accepted a further
freeze in this difficult year, thought it might be necessary to
make clear that the Government would be reviewing family policy
so that new proposals could be included in the manifesto.

The following points were also made in discussion:

(i) The measures to provide additional help for those in
residential care and nursing homes should go ahead.

The future shape of family policy would need to
consider a wide range of approaches, including
additions to national insurance contributions to fund
child support; child tax allowances; and measures to
give financial support to women who wished to go out to
work while their children were properly looked after.
The Prime Minister saw some merit in further measures
through the tax system: over 30 years ago a Royal
Commission had accepted the principle that, through the
tax system, children were entitled to share in the
standard of living of their parents.

It would be easier presentationally to go either for a
full uprating or zero uprating of child benefit. But
one alternative to the proposed £1 per week for the
first child would be to give 50p to each child. This
would be more even-handed and would not raise some of
the presentational proposals identified during the
discussion. The danger however was that it would be
seen as mean-minded and that the Government would be
pushed to the full uprating.

Summing up the discussion, the Prime Minister said that,
before the Social Security Secretary went ahead with the existing

proposals on child benefit, residential care allowances and the
pensioner premium, he must be satisfied that they could be got
through the House. Clearly the principal danger for the
Government was being pushed further to uprate child benefit in
full. The Secretary of State must weigh this factor carefully in
reaching his final decision. If the Social Security Secretary
proceeded with the existing proposal on child benefit, it should
not be described as a family premium. Instead the focus should
be on the difficult overall PES round and the limitation of
resources available to the Social Security programme; the
desirability of making additional money available to families
with children; and the view that the best means of achieving this
was by way of a £1 per week addition to child benefit for the
first child. Although the pensioner premium was the weakest
element in the package, it was too late to change that now. It
would be important not to link the three elements of the package
in a way which suggested overall meanness. At his own request
the Social Security Secretary would give further consideration to
whether the £1 per first child option should go forward or
whether instead an addition of 50p per child to child benefit
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only to Jeremy Heywood (Chief
Maclean (Chief Whip's Office).

|

ij

(BARRY H. POTTER)

Stuart Lord, Esq.,
Department of Social Security.
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MR. TURNBULL

7

There is one, perhaps obvious, point which emerges from the

recent papers and discussions on child benefit.

It is always a possibility that, in the course of annual PES
negotiations, Ministers may invent new,or make small shifts in
existing policy, in order to secure an agreement on funding for
the next three years. Such policy shifts are at present agreed
bilaterally of course between the Chief Secretary and the
Ministers concerned.

There are at least two reasons why such agreements should be
brought to the attention of other Ministers.

(1) Other Ministerial interests may be affected indirectly.

(ii) There are some issues which are so contentious and
controversial that they ought to be brought to the
attention of the Prime Minister and perhaps other

senior Ministers.

One step for the future might be to require any such proposed
policy changes to be brought to the attention of the Prime
Minister before final bilateral agreement is made. That would

hopefully avoid some of the difficulties we have faced over the
last week.
Any merit in this idea?

i

(BARRY H. POTTER)
23 October 1990
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PRIME MINISTER

WHITE PAPER ON NEW PROPOSALS FOR CHILD MAINTENANCE

You saw the draft White Paper on the proposals for child
malntenance last week and had a number of comments. DSS have been

1ook1ng at how to redraft the White Paper to take on board your

points. There are two points of which you may like to be aware:

__.—.”

—

- deduction of maintenance payments from the income support

of absent parents. Mr Newton had proposed that a nominal
deduction of 5% should not be made where the parent is sick,
disabled or has a second family. You said that you thought
that fathers with a second family should still make a

maintenance payment for thelr abandoned children. Income

————————————————————

support includes separate elements for the adult and for the
dependent qgr;dren; ~and Andrew Dunlop suggested that the
deduetIep should be made from the father's income support so
that his second family should not sdEEZE. Mr Newton has
returned to argue that in practlce the children of the
second family would suffer if a nominal deduction is made.
The proposed redrafted passage of the White Paper (see flag)
side-steps<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>