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Memorandum by the Secre ta ry o f State fo r S o c i a l Services 


Paper ^ K d j k i s e  s the outcome of the review of s o c i a l s e c u r i t y . The 
ex  ^ S t a  ^ e n Place over the l a s  t 18 months and i s the most ex tens ive 
ex  l n a t l o n o f  ̂ j ^ ^ ^ p  c i a  l s e c u r i t y system for 40 years . With t h e 
l e d

 p 1 0  n of t h e ^ y i ^ ^ e n d e n t housing b e n e f i t i n q u i r y the review has been 
^ s t e r  s^ l nhav ^  a s s i s t ed by ou t s ide a d v i s e r s . Nineteen p u b l i c hear ings 

nhave  u 6 e  n e l d  . A I j J j A ' t f over 40,000 copies o f c o n s u l t a t i o n documents 
e e  n• p j ^  issued a n c r  M B  ̂  4,500 pieces of w r i t t e  n evidence r e c e i v e d , 

P a  e rthe P  exp la ins tnfc^a^te f o r change; descr ibes the p r i n c i p l e  s on which 
 reform i s based; a n d  ̂ - ^  ̂  out a programme of a c t i o n . I  t w i l  l be s

e m e n t e cd j t ' by a separate p r e s e n t a t i o n . A l so a t tached as an Annex i s ar a  

e r*  od e t a i i °  ̂  ^ ° l  u m   the Green Paper which exp la in s the proposals i  n more 

T H  E CASE FOR REFORM f  t 

eover-  case f o r re form i s t h a t r  ™ J  ̂  i a  l s e c u r i t y system leads to 
l a n c  ei t  £  ° n the S t a t e ; i  t p r e  ̂ 0 | l  ̂ ^ o o l a rge a share of resources ; g

 w eand is" 0 *" ^ t a r g e t e d ; i  t i s i  n d a w ™ ^ ^  : b reak ing down a d m i n i s t r a t i v e l  y 
s t o o complex f o r people t o u n d e l  ̂ ^ W  k 

r e P r e s P e n d l n 8 n  s o c i a l°  s e c u r i t y now t o t l ^ f i ^  e  r £40 b i l l i o  n a year and 
G r  S  a * m o s t ao s s  n n t   t h i r  d o f a l  l p u b l i c spending. The p r o p o r t i o n o f 

 to  ? e s t l  ccent  Product taken up by s o c i a l s  ̂ ^ W i - ^ has r i s e n from 4.7 per 
e  rs 0 c  i a l  °  P  cent since the s t a r  t o f Nat i o r t a ^ ^ ^ u r a n c e i n 1948. I  f 

s  e nP r e s e n t 8 6 0 1 1  ^ 1 " ^ P  d i n  g were a l l owed t o c o n t i m i e t o grow, as i  t would on 
r esour  p ° l * - c * - e s , i  t would pre-empt an even l a r g e r share o f Government 

p u t  t n ecost of >, a n C  *  Government's o v e r a l  l economic s t r a t egy at r i s k  . The 
eventu n  . S t a t  e Earnings Rela ted Pension Scheme (SERPS) alone w i l  l 
( i  f " :  y l n c  r e a s  e spending on pensions i n r e a l terms bi«jjover £20 b i l l i o  n p e n s  

a r  eu P r a t  - » ^ S L ° N  S  u P r a t e d by p r i c e s  ) or £35 b i l l i o  n ( i f f c K %  L o n  s are 
C e  d ^ e a r n i n g s ) . 

that ,  . x h the present l e v e  l o f spending the evidence ^ f r ^ ^  k r ev iew i s n e  

L b  n o tthat the .  being t a r g e t e d to those most i n need. Our « s M r c  h shows 
° V e r n  o r the ? °  S l t  ^ o  the r e t i r e  d p o p u l a t i o n has improved very cons ide rab ly 
f a  3 S tm i i i  s  ^ years . Aga ins t t h a t  , however, i  t i s c lea r t h Y t  ̂ J ^  r e 

W l t l 1 c n  T nde ludes  _  i l d r e  n now emerge as the group most i n need. ^ d f  W 
n o  t j u s t the unemployed but poor f a m i l i e s where the head^^W^te 



araily i s w o r k i n g . For low paid workers w i t h c h i l d r e n the gap between 

income i n and out of work i s narrow and i  t i s here t ha t we have the worst 


ects o f the unemployment t r a p . 


jff^ T w o - t h i r d s o f the p o p u l a t i o n are now e n t i t l e  d to s o c i a l s e c u r i t y 
M yments and the r e s u l t i n g pressure on the a d m i n i s t r a t i o n o f the system i s 
Ey?lS^e • I n p a r t i c u l a r  , the supplementary b e n e f i t system which now 

n e ^ P o r s o m e u rdojJl8kVS  ^ f o   m i l l i o  n c la imants i s i n danger of breaking 
° ^ i  ̂ ^  C u  r r e n t l  y some 36,000 s t a f f (out o f a t o t a  l s o c i a l s e c u r i t y s t a f f 

0)000) are work ing on supplementary b e n e f i t a lone . 
o 

3 r e s u  - t  t n emade ^ ^  °^  ad hoc a d d i t i o n s to the s o c i a l s e c u r i t y system 
t n e  i a s te rc o i ° V  y e a r s we now have a system o f b e w i l d e r i n g 


P e x i t y • £tor supplementary b e n e f i t the r u l e s of e n t i t l e m e n t are so 

X t l i a t t nof I A  6 e guidance to the s t a f f i s con ta ined i n a two-volume guide 

k  '^00 sec t ions and an index of 43 pages. The c o m p l e x i t i e s of housing e n

re P U  t ^ E \ f e i n on l o c a l a u t h o r i t i e s w h i l e the evidence o f market 

rch shows t ha t there i s cons iderable p u b l i c ignorance o f bene f i t s 


l l k  * the SERFS. \ J  L 


i j Above a l l  , perhaps, the balance between the State and the i n d i v i d u a l 
W r ° n 

r e ?  * The s o c i a l s e c u r i t y system c u r r e n t l y gives too much 
e a r n °  n S i b i l i t y  t 0 t h e  ̂ ^ t V a n d too l i t t l  e t o the i n d i v i d u a l . The 

^ a t e  dThisX(H^S  • r S   p e n s i o n ^ ^ ^ m e i s one - but on ly one - example of t h i s  . 
° m it h  t n a n c  e by the Stare was never in tended by Beveridge who be l i eved t

there were impor tan t ro l e s f o r both the State and the i n d i v i d u a l . 

PRINCIPLES OF REFORM 

s  • e  P r °gramme for reform b u B M ^  ™ the basic p r i n c i p l e s tha t s o c i a l e  c

 n o t  a  f u n c tbe twee^ " . .
 
ion of the S ta te a lone . I  t i s a p a r t n e r s h i p 


6 0 L n d i v i d uMost a  l and the Stat^L^^g_sys tem b u i l  t on t w i n p i l l a r s  . 
o n y c a n D ut h e n i s ^ 0 ^ 6 l t wish to^h^^^sens i b l e p r o v i s i o n for 

F e x a t n  et o V e S * ° rw i S h P l  > tbey wish t o  ̂ j ^ ^ ^  t h e i  r own pension j u s t as they 
t n e  o w n* rencour  house. The o r g a n i s a t i o n of s o c i a l s e c u r i t y should 

l n d i v i c l uP a r t i a  l to make h i s own i  ̂ ^ ^  i o  n w h i l e r ecogn i s ing the 
r e sdevel P °  n s i b i l i t  y of the G o v e r n m e n  ̂ ^ ^ ^  l  p those i n need. In 

j Resources should be d i r e c t e d more e f f e c t i v e l  y t o meet the areas 0 

e a t e s t^ r  need. This does not mean t h a t b e n e f i t should be provided 

^ 
t o those i n need. Retirement pensions and c h i l d b e n e f i t w i l  l 

e v  

a i  n bas ic b e n e f i t s on which the i n d i v i d u a l can bugjld. 
( - h e  ̂

r t  h e l e s s  , i  f  are to b r i n g e x t r a he lp to
 t n i v K f g rea tes t need 

0 n 

w e

we must t a r g e t the resources we have as e f f e c t i v e l  y as 
Poss ib l e . A 

b .  .T h
 sGove ° c i a  l s e c u r i t y system must b e c o n s i s t e n t w i t h  ̂ y  i e  ̂  

r n m e n t  spre '  o v e r a l l o b j e c t i v e s for the economy. I  t musc^d^m 
e m  P  t t o o l a rge a share o f the n a t i o n ' s resources . T h  y  ̂ J k  l 



s e c u r i t y system should not discourage people from h e l p i n g themselves 
and should c e r t a i n l  y not be a b a r r i e  r to employment. The p u b l i c 
should be aware o f the costs o f the system and the r e t e n t i o n of the 

^ c o n t r i b u t o r y p r i n c i p l  e helps here . 

c. xhe s o c i a  l s e c u r i t y system should be s impler fo r the p u b l i c t o 
understand and b e t t e r admin i s t e r ed . This means r e p l a c i n g the 

^ ^ ^ k  ̂ l a b o r a t  e	 system of supplementary b e n e f i t w i t h a system of income 
^ J ^  P p o r t  ; and s impler s t r u c t u r e s for both housing and f a m i l y suppor t . 

PROGRAMME FOR REFORM 

• j *	 The programme for r e f o r m , which i s o u t l i n e d below and set out i n the 
Green Paper annexed to t h i  s paper, f o l l o w s from the problems and 

n c i  s


g e c 
  P l  e  1 have i d e n t i f i e d  . The proposals f o r each area o f s o c i a l 
k  . r i t  y are designed to achieve the best balance between the va r ious 

^ j e c t i v e  s	 wS^ML t r y i n  g t o meet. At the same t ime , we can achieve b e t t e r 
o p e r a t i o n  ̂ ^ J  ̂ e g r a t i o  n between the I n l a n d Revenue and Department of 

Q 

S o c  i tthe H  ̂ ^ M  : u r  y (DHSS) systems, p a r t i c u l a r l  y i n the l i g h  t of 
j computerisar^M^gkogrammes now t a k i n g p lace . Those issues are to be 

r her developed ^ ^ ^  e Chance l lor of the Exchequer 's Green Paper on 

PENSIONS 


My	 proposals fo r pensions are i n two pa r t s ­

P

a " I b e l i e v e tha t the SERPS should be ended - a l though c l e a r l  y w i t h 
accrued r i g h t  s preserved . The basic case aga ins t SERPS i s tha t i  t 

re-empts p u b l i c resources £ p ^ ^  h  e next 50 years . On the most modest 
assumption spending on pensions which i s £15 .4 b i l l i o  n today w i l  l 
nave r i s e  n t o £45 b i l l i o  n by 2033. I n e v i t a b l y t h i  s would a f f e c t 
spending  other s o c i a l p r i o r  ̂ u ^ ^ J  i k  e h e a l t h and s o c i a l s e r v i c e s . o n


n
 pensions terms alone SERPS d o  ̂ ^  i  m  h i n  g for anyone who r e t i r e  d 
0 r  e 1978 and never w i l  l do s o  ̂ j  i  f l ^  t h  e spread of occupat iona l 

Pensions has v i r t u a l l  y been ended exis tence of SERPS. 

°* I n a d d i t i o n to the State basic pension I aim to have a system 
e r which v i r t u a l l  y everyone i n w o r k  ̂ »  a l  ̂ y  i a v  e the r i g h  t t o an 

occupa t iona l pension or h i s own personal j ^ ^ ^  o n  . I n my view i  t i s 
e s s e n t i a l t h a t SERPS should be replaced w i t h a good a l t e r n a t i v  e 
second t i e r  . Under my proposals the Government w i l  l set down a 
minimum c o n t r i b u t i o  n l e v e l o f 4 or 5 per cent o f earnings - s p l i  t 

ween the employee and employer. The e f f e c t w i l  l be t ha t about 
en m i l l i o  n e x t r a workers w i l  l be covered by t h e l  ̂ ^  w  n pension 

P r o v i s i o n . tR* 

The c 
t s e tP°s t a w a r d °  V e r n m e n   down simple q u a l i f y i n g s t a n c S H ^ ^ ^  l i m i t e  d 

r 
  

r e m  e
e q u i  I n a  e x a t i o  n and s u r v i v o r s bene f i t s - and w i l  l a l S T J ^ ^  ̂  
P a r t  n t S t h e


a
i c u i 	  P r o v  i d e r  s o f pensions. We w i l  l not req̂ ŷ ^̂ L 
e v e sinvestment  ^ l  o f b e n e f i t s . The pension r e s u l t i n  g w i l  l dep*^|(^j the 

sector s u Performance o f the scheme. E x i s t i n g occupa t iona l and p u b l i c 
ernes w i l  l a u t o m a t i c a l l y meet the new r u l e s . People w i  ̂ ^ C ^  r e  e 



0
 take out t h e i r own personal pension plan i  f they wish or j o i n t h e i r 

^ o v e r  sk ^  p '  scheme. Employers and employees w i l  l a l s o , of course, be f r e e 

m u i l d on the minimum p r o v i s i o n we lay down. 

• H j  L The e f f e c t of the change w i l  l be t o prevent the build-up of an 
^•jjemely large burden on p u b l i c spending through SERPS. The b e n e f i t i s 

J | ^ ^ t w i l  l reduce the r o l e of the State and give almost the whole 

PWulation a d i r e c t personal investment i n t h e i r own f u t u r e . 

FAMILY SUPPORT 


 T n  e
|p*  main change I propose i s t o a b o l i s h Family Income Supplement 

a ? d  a n e w
on l  ll^^pduce  f a m i l y c r e d i t t o improve the t a r g e t i n g of help 

°w i n o  ̂ A ^ ^  r k i n  g f a m i l i e s w i t h c h i l d r e n . Family c r e d i t w i l  l be 
 S e d o n^ ^ f l B ^ l a r basis t o the successor to supplementary b e n e f i t ; 


w i l  l p re»^^^ceople i n work being worse o f f than i  f they were 

t s

y e d
f am' l*' ° ' "̂ L̂̂ B ^ e c a l c u l a t e d on net pay; t h i s w i l  l mean that  c a n
p ^

 beVky|^ being b e t t e r ofL: as t h e i r pay r i s e s . I  t w i l  l be a
 

wa  t n r o u  g  h the t ^ ^ m c k e t as an o f f s e t to tax; t h i s w i l I mean that 3

~ e a y n e r  ssh  S  have a J ^ A e r understanding of t h e i r t o t a l family income and 
l n c r 
pre e a s e wage f l e x i b i l i t y  . I  t w i l  l be more t i g h t l  y administered t o 


v e n t the abuse t o  % x c  ̂ t f l  S has been sub j e c t . 


• Family c r e d i t w i l  l represent a major improvement i n the e f f e c t i v e n e s s 
s V P p o r  tsubs*  f ° r f a m i l i e s - now c l e a r l y the g r e a t e s t p r i o r i t y  . I  t w i l  l 

n t l a
^ a
 l l  y improve i n c e n t i v e s f o r many on low incomes and prevent the 
W o r s
 
e t  ^ e c t s of the poverty and unemployment t r a p s . I also propose t o 
U S  e


 G a D o H
welf t i o  n of FIS to end ±]^%availability of free s c h o o l meals and 
' l 1 

a | " foods to those not on siMA^Untary b e n e f i t . Instead a cash sum W l  

d e luded in the rates f o r * J ^ f l ^ c r e d i t . 

 p r o p o s e a i l v
b e n e f i t ^  change i i i r  ̂ ' ^  s i  s of c h i l d b e n e f i t . The 

 l  s
o p i n - fiimple, w e l l understood anW^^ar, as was shown by a public 

s u r v e 
r • y I commissioned. I  t i s t  ̂ ^ ^  y way i n which we can now e c o

 c o s t s o f
howeve 1 S  e ^  c h i l d r e n f o r theTJJ^k.y of f a m i l i e s . I s h a l l , 

m a  ^ e s o m  e
r e i a j - - ^ 5  savings i n the cost of c h i l d b e n e f i t t o cover the 

| i ^ V  e  l  y
e r |  J  (  

s m a l l extra cost of i n t r o d u c i n g  ̂ p  n o  l  ̂  c r e d i t . Because family 
a
f a m i l * ^ e  m u c  h more e f f e c t i v e means or J  ̂ ^  i n  g poor working 

* - n t r o c i e S  '  • W  e  w ! *  l also have greater f l e x i b i l i t  y f o l l o w i n g i t  s 
D e  n e f i t C t l  ° n ' ^ n c o n s  l d e r i n  g the l e v e l of subsequent upratings of c h i l d 

SUPPLEMENTARY BENEFIT ^ 


i n c o  ̂ Pr°Posals w i n replace the supplementary b e n e f  ̂ ^ ^  m  e by a new 
ne~pT~^~~^P-P2£^. scheme w i t h a much smaller s o c i a l a i d sch^RU ̂  a " s a f e t y 

a c  k .
I t  [ s ..  Supplementary b e n e f i t i s too complex and o ^ a ^ l k g u l a t e d . 

 t  o
new Ln  a a  m i n i s t e r and i t s cost is d i f f i c u l  t t o m t  ̂  i  . The 


6 S u p P o r t
a s s i s  t  scheme w i l  l be much simpler. I  t w i l  l prov^kjPW 

cla 


Se*" ' : e  s t  o a
Imant TU  ' a  l i m i t e d number of d i f f e r e n t c ateg^^B^^of 

 e r  e
needs- \ .  w i l  l be no a d d i t i o n a l payments f o r i n d i v i d u a l l j ^ J k e s e d 
m a n t s w i l 1 b e l e C t
l i v e s ' > u ^   w i t h t h  e r e s p o n s i b i l i t y f o r managin^|h*Lr w
 

1
 h i n the set r a t e s . This w i l  l cover the great m a j o r i t y 




I ^ l r c umstances but the separate s o c i a l , a i d scheme w i l  l provide a f a l l b a c k 
r
 e m e r  g e n c i e s and w i l  l provide p r a c t i c a l help t o those w i t h s p e c i a l 


^ w r o b l ems. The s o c i a l a i d scheme w i l l  , however, be much more c l o s e l y 

o n t r o l l e d , i  t w i l  l be operated on a d i s c r e t i o n a r y basis by DHSS l o c a l 


•^Ppfc^ces t o avoid l e g a l e n t i t l e m e n t s to s o c i a l a i d being created; and 
D
^ O ^ T j R ^ ^ t U r  e e cash l i m i t e d . Within the income supporl scheme there 

J ^ m  e more generous rules on the treatment of c a p i t a l and on the amounts 
e
 people, i n c l u d i n g some o f the long-term unemployed, can earn. This 


improve i n c e n t i v e s both t o save and t o regain contact w i t h the labour 

market. 


e
Jg^j  ^  in U j o d u c t i o n of the income support and s o c i a l a i d schemes w i l  l 

to a g r|^%cal s i m p l i f i c a t i o n of our means-tested b e n e f i t s system 

ben f  n ^ ^ f l P ° » t i ^ c o n  s  i s t e n t framework f o r the assessment of housing 
s t a f f 1 1  " B̂E!̂  c r e d i t . I  t w i l  l make the system more i n t e l l i g i b l  e to 
C o n  t
 i i  ̂ t h e ^ p j h - j - ^ ; and i  t w i l  l ensure th a t costs are pro p e r l y 

H°US1NG BENEFIT 


r e f o r m o f
pre  housing b e n e f i t w i l  l f o l l o w the same p a t t e r n . The 

i  scheme i s h i g f l ^ y jj|nplex~incons i s ten t i n i t  s treatmenl of those n


o u  t
 °f work and j&jWkt to r a p i d cost e s c a l a t i o n . I  t now extends 
P  t o
h ° ^ a  r U  P the income scale and i n s u l a t e s too many people from the 
u r 
  

 e  n
gi  °f Paying r a t e s . The reform of the scheme w i l  l have two main 

s* I  t w i l  l base assessment of e n t i t l e m e n t on the same income t e s t 
a  s


 l n c 
  . ome support scheme so t h a t those i n and out of work are t r e a t e d 
C  o


 A b  e t h e° Vi n c o m e ' 6 ' ' 1 7 ­
income support l e v e l , b e n e f i t w i l  l be reduced as 

esen r i S 6  SPr  a simple s traign^fBra-urd formula, instead o f , as at 
claiman' ^ S e  P a t  " a t e tapers f o r  r ^Pb (l rates anil for d i f f e r e n t types of 

a n t  "
of  This w i l  l have the ef f e  ̂ ^ ^ ^  u b s t a n t i a  l 1 y reducing the number 
People who get t h e i r r a t e b i l l  s Hbfem 

 P r e s e n  t
benefit* 6  scheme, however, m e a n s  ̂ ^ ^  a l  l those on supplementary 

n  r a t e s
Scheme °  a n  d  , unless we changJra^k p o s i t i o n , the reformed 


U l d i n s u l a t e
i r  > c 0 n s - W  °  s t i l  l more people f r  ̂ A  ̂  e increases. This i s 
- W l t t l t l i e
g o v e r n m e t e n t  °bJe ctives and appr o a ^ ^ o ^ ^ h e review of Local 


^ l ncompl f . 6 1 1 1  " a n e e ; we should be seeking t o maJ^^^ire t h a t nobody is 
that u d ̂ l n s u  l a t e  d from the cost of l o c a l s e r v i c e s . I t h e r e f o r e propose 

n e W s c h e m e t h e 
should

maximum l e v e l of assistance w i t h r a t e s 


e s t r i c t e d 
c l a i m a n t s  ̂   i n i t i a l l  y t o 80 per cent. This would apply to a l  l 
s


announc l n c  l u d i n  g those on the new income support scheme. I would 

n e e  d 6t t l 1  ^ c n a n 
t o  g  e i  n p r i n c i p l e i  n my Green Paper. WaJ^uld, however, 


n S l d e  r  ' t S
the R e v i   i m p l i c a t i o n s f u r t h e r i n the l ight4K«ie outcome of 
l e  w


C ° 
 of Local Government Finance. "̂ŵ Q̂  

p r o  P o s a 
r e  c e i v e d <  i i n - - s those on supplementary b e n e f i t w o ^ d ^ R t t i n u e to 
 c e n  t
to i n t r o d  a s  s i s t a n c e w i t h r e n t s , as at present. ^ ^ t ^ L p r o p o s e 

C e n t e m e a s u r 
 of h U ° e s  , i n c l u d i n g d i r e c t reimbursement of^cM^^BO per 

h e m e n e f l t c o s t s t o l o c n 1
the  s C  a u t h o r i t i e s , to ensure th a t t h e T j f t  ̂ t  e 


economically and use t h e i r powers t o r e s t r i c  t b e n e f i t payments 




where ren t s are excess ive . This w i l  l be p a r t i c u l a r l  y impor tan t i  f a c t i o n 

is t a k e n t o deregula te p r i v a t e sec tor r e n t s . We would , however, need to 

k eep the p o s i t i o  n under rev iew and t a k e f u r t h e r steps i  f i  t seemed tha t 

J^rents were r i s i n  g f a s t e r than in tended . 

QfclER BENEFITS 

^ ^  •  ̂  I  n a d d i t i o n t o the major reforms above, I propose t o m a k e the 
°J^ îng changes i  n o ther areas ­

a. Unemployment B e n e f i t . A t present the grea t m a j o r i t y o f the 
unemployed are on supplementary b e n e f i t , no t unemployment b e n e f i t ; 
hut many people i  n r e c e i p t o f unemployment b e n e f i t need e x t r a he lp 
from supplementary b e n e f i t . To prevent t h i  s d u p l i c a t i o  n I propose t o 
b r i n  A K k  s t r u c t u r  e of unemployment b e n e f i t i n l i n e w i t h the new 
income support scheme - w i t h the e f f e c t o f i n c r e a s i n g i t  s r a t e bu t 
r e d u c i n ^ B  ̂  d u r a t i o n  . 

b . W i d o w ^ S e l e f i t s . I propose t o rep lace the s h o r t - t e r m widows 
-a l l o w a n c e  ^ i j 3 f c T  y pa id fo r s i  x months) by a lump sum g r a n t . 

Therea f t e r , ^ K J L i n  g b e n e f i t s w i l  l be concentra ted more on o lder 
widows and t h o  ̂ E ^ L  h c h i l d r e n  . 

c - Death and " * - J ^  - ^ n " * - g These two N a t i o n a l Insurance 
bene f i t s have been^t^TfalTthe same cash value - which i s now 
inadequate - f o r many years . The r e s u l  t w i t h death g r a n t , f o r 
example, i s t h a t the a d m i n i s t r a t i o n cos t i s now approaching the cos t 
of the b e n e f i t  . The time has come t o a b o l i s h bo th g r a n t s . Rather 
than u n i v e r s a l g ran ts we p r o p  ̂  e t o p rov ide b e t t e r he lp t o those who 
need i  t most. 

d - M a t e r n i t y Al lowance . The N a t i o n a l Insurance b e n e f i t  , payable 
E o  r 18 weeks around the time o%J5pfcnement, w i l  l be made more 
f l e x i b l e and the q u a l i f i c a t i o  n p F i c  I w i l  l be made more re levanl to 
w o r k i n g women. 

e - S tudents . I n l i n  e w i t h our g e i J S j k t a n c  e tha t young people 
should not depend on s o c i a l s e c u r i t y b e n e f i t s , I propose t o announce 
° u r i n t e n t i o  n i n p r i n c i p l  e to exclude Ifcud^ts from supplementary and 
housing b e n e f i t s . This w i l  l be c a r r i e d ^ w »  d i  n the l i g h  t o f the 
Secretary o f State f o r Educat ion and Science 's rev iew o f s tudent 
g r an t s . 

P I N  ANCIAL AND STAFFING IMPLICATIONS 

M y  r e f o r mgl'o  proposals recognise tha t the s o c i a l s e c  ̂ j p ^  b u d g e  t has 
S h a rr e s  ̂ P 1 y and, unless steps are t a k e n , w i l  l con t inue t o grow. They 

P O n d  l n  t h r e e w a  :s y s  f i r s t  , by m a k i n  g s t r u c t u r a  l c h a n g m g j i c  h w i l  l a v  

£ 8  railli°nt h r 6 °  °  i  n 1987-88. These changes should a l so s f ^ ^ ^  f w e e  n 
° Uco s t 6  E r thousand s t a f f and perhaps £20 m i l l i o  n i  n a d r a  ̂ | ^ |  a t i v  e 

mS e c o n ds av i S * , the a b o l i t i o  n o f the SERPS w i l  l produce m a j o r 4 ^ ^  t e r  

£ 5  m i U i o n  bs h a l l 8 3  1 °  ° y 1993-94 and £22 b i l l i o  n by 2033-34. T h i r d  , we 
m a k  e f u r t h e r progress i  n l i m i t i n  g our fu tu re l i a b i l i t i e  s ^ ^ ^  ̂  



y
e P l a c i r i g the supplementary b e n e f i t scheme by a more t i g h t l  y defined 

ncome support scheme and ( f o r the f i r s  t time) a cash l i m i t e d s o c i a l a i d 

• f ™ 6 ! The housing b e n e f i t proposals w i l  l s i m i l a r l y help t o l i m i  t 


l l i t i e  s by reducing the scope of the scheme and by making i  t more 

Wt i c u l t f o r l o c a l a u t h o r i t i e s and p r i v a t e l a n d l o r d s t o e x p l o i t i t  . 
B


^jP^NTATION 
n  e
p U D l  - ^   conclusions of the review w i l  l be set out i n a Green Paper t o be 


1 S n e  d
p - ^  before Whitsun. Main l e g i s l a t i o n w i l  l be r e q u i r e d . I have a
a c 
  
 a c  e
^  f o r the B i l  l i n next Session's programme and have undertaken t o have 


^ e a d  r
y f °   the beginning of the Session. Even so, given i t  s scope, we 
m

 a s s u
R i n e  ̂ ^  t i  t w i l  l not gain Royal Assent u n t i  l the summer of 1986. 
e  WOjAt r a i n 3 1 " 1 0 1 1  8
 ^ then have t o be l a i d ; i n s t r u c t i o n s w r i t t e n ; and s t a f f 
ained. Employers and l o c a l a u t h o r i t i e s w i l  l also be inv o l v e d . The 

P rac^km^n  date f o r implementation i s th e r e f o r e A p r i l 1987. e


PRESENTING THE ^ f t p f  ̂ L  S 

d r a ^ tpre  G r e e  i A  ̂  r shows how I intend t o make the case for and 

R  t n e
.  reforms. The c e n t r a l themes which the reform package w i l  l 
•^Phasise are ­

a* A b e t t e r balatree between State and p r i v a t e p r o v i s i o n . The 
Proposals o n r e t i r e m e n t w i l  l give everyone the r i g h t t o t h e i r own 
Pension through t h e i r job i  n a d d i t i o n t o the basic N a t i o n a l Insurance 
Pension. 

P" . B  e  t t e  r d i r e c t i o  n o fR V W § 8 towards p r i o r i t  y areas. The 
a m i l i y c r e d i t scheme w i l  l mKJf^ceal impact o n the p o v e r t y and 

U n e m  P l o y m e n t traps and i m p r o v ^ H K l e n t i v e s f o r low p a i d workers w i t h 
c h U d r e n . ^ B S  L 

S i m p l i f i  t i  n  Q f  S  O  c i a  l s e c u r i t y system. The new income c a o  t n e

u P p o rt scheme w i l  l be simpler t o Lm«J|kand and less subject t o cost 

e s  c a l a t i o n  . i  t w i l  l a l s o provide a cons i s t en t and coherent basis f o r 
assessing e n t i t l e m e n t t  o a l  l the meanlO^B% K d b e n e f i t s . 
d* B etter c o n t r o l o f the seemingly inel^^DT.e growth of s o c i a l 


r i t  y spending. The main short-term savings w i l  l come from the 

r m  n o u s
a i m °  ° ^ i n  g b e n e f i t which w i l  l also give strong support t o our 

m
i  °  ̂ i n c r e a s i n g a c c o u n t a b i l i t y i  n l o c a l government. The major 
ng-term savings a r i s e from the SERPS. 

^ n t  °  e ^ ^ e c  t
P r o v i s i  the reforms w i l  l provide a system\of s o c i a l s e c u r i t y 
o n 
  
n W n  ^ c t  l  m e
w h i c h r- ^ t  s our needs as a s o c i e t y , which we c ^ ^ ^ £ o r d and 


c a  n
 be managed e f f i c i e n t l y  . 

I N C L U S I O N S 

25,  . ' 
u

 n v i t  e
social  the Cabinet t o agree t o my proposals f o r r e f o r m i n  ̂ ^ 5 ^ 

3  1
 s e c u r i t y system. 
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CHAPTER 1: A NEW APPROACH 


c u r i t y system has 

1.1 To be b l u n t the B r i t i s h s o c i a l s e ^ ^ 

!ost i t  s way. There i  s no qu e s t i o n w  ^ ^  i  t o  l e . t h a t

0
r a i s e the l i v i n g standards of the P °  ^  i  t 
a n d  t h a t


has provided a s a f e t y n e t a g a i n s t ' v u l n e r a b l e 
m o s t 
  

has improved the p o s i t i o n of some o i i e  s w i t h 
f a m i
 

^oups i n s o c i e t y l i k e the r e t i r e d , poor ^ 

children and s i c k and d i s a b l e d people. ^
 Q t h e  r 


achievements have to be weighed agams a 

factors. 


i l  l t h i s y e a r be over £40 

1-2 The c o s t of s o c i a l s e c u r i t y wi ; t w i c e 
i c e S 
  

» i l H o n .  has-grown f i v e times  ^ H
 I t s e 


a  s
 f a s t as the economy as a whole; an  c o s t s , 
m Q u n t i n g


s t  ^ p l  y for the next f o r t y y e a r s . Desp ^ ^ 

resources have not always been d i r e c t e a ^ ^ ^ f u t  u r e  . 

n e  e d and under p r e s e n t p l a n s w i l  l not be so
 e d  i n a 


T h  e Piecemeal development o f the system has r ^ 

A l t i t u d e of b e n e f i t s w i t h overlapping  P u r  p f i  t 
i n  b e n e
 

O f f e r i n g e n t i t l e m e n t c o n d i t i o n s . The
 t  Q 


d l f
has meant t h a t s o c i a l s e c u r i t y 1  5 ^
 U c  t 0 


M i n i s t e r and impossible f o r many of the p
 i t y a n d 


 S  O  C  i  a  i
^ e r s t a n d . w h i l e the over l a p between
  a r  e 


l n c*me tax means t h a t s i g n i f i c a n t numbers ot P ^  ̂ ^ ^ 

P a  Y i n g i n c o m  e  t a x  a n d  r e c e i v i n  g means-testea 

s a r n  e time. 


s i n c e the war 

been made f o r the b e s t of motives. ™  o o n f u s e 


h 0  » * v e r , t h  ^  a l  l too o f t e n been ^ 
a t  e f f e c t  h a s


4
*  to complicate. Worse s t i l  l our ^ " ^ n ^ l  has c h i e v e
5°eial s e c u r i t y system should be s e e t a  * 9 j L a l  s a n d 
obscured, our r e s p o n s i b i l i t i e s as i n d i v  d . 


C o l  l « c t i v e l y through the S t a t e have been l e f  t 




1.4 T h i s Green Paper aims to d e f i n e a system which 1 

t h e ^
founded on p u b l i c understanding of the purposes and
 e 


workings of s o c i a l s e c u r i t y ; which i  s more r e l e v a n t to 

• I - V I P demands 


needs of today; and which i  s capable of meeting w 

I t sets 


we s h a l l f a c e over the next q u a r t e r of a century. 

' s s s 


out a new approach to s o c i a l s e c u r i t y - but i  t recogm 

and seeks to b u i l d on what has been achieved over 

f o r t y y e a r s . 

The twin p i l l a r  s 


1.5 Fundamental to t h i s approach i  s a b e l i e f that the 

, Hased on a 

system of s o c i a l s e c u r i t y p r o v i s i o n should ne D * 3 

c l e a r understanding of the r e l a t i v e r o l e s and 

r e s p o n s i b i l i t i e s of the i n d i v i d u a l and the State. i p l  e 
r i n C 
  

b u i l d i n g f o r the f u t u r e we should follow the b a s i c  p ^
 o n e  > 


t h a t s o c i a l s e c u r i t y i  s not a f u n c t i o n of the State

j h e State a 


t
 

I  t i  s a p a r t n e r s h i p between the i n d i v i d u a l ana 

system b u i l  t on twin p i l l a r s  . 

1.6 Most people not only can but wish to make s 

p r o v i s i o n f o r themselves. The o r g a n i s a t i o n of so 

s e c u r i t y should encourage t h a t . I  t should respect 


. J ces an*-1 

a b i l i t y of the i n d i v i d u a l to make h i s own cnox^ ^ t i m  e 


t ake r e s p o n s i b i l i t y f o r h i s own l i f e  . But a t ^ ^ 

i  t must recognise the r e s p o n s i b i l i t y of gover ^
 a  S 


e s t a b l i s h an u n d e r l y i n g b a s i s of p r o v i s i o n on w  of 
 t i w e  S


i n d i v i d u a l s can b u i l d and on which we can r e l y 

need. 

1.7 Such an approach does not l e a d , as some hav ^ ^  X
e
 

suggested, to a system based on a s i n g l e concep '
 t  s 


i  t be u n i v e r s a l i t y or means-testing. For s u ^ o C i
g
 

almost i n v a r i a b l y concern only the S t a t e dimen ^ 

p r o v i s i o n . They regard S t a t e p r o v i s i o n as goo t l  e s
a
 

they p o s t u l a t e t h a t i  t should do as much or as ^ t  e 
s t a 
  

p o s s i b l e . E i t h e r a n a l y s i s misses the c e n t r a P 




. r « l e  i n supporting and sustaining
provision has an important roie J. i f - r e l i a n c e 
the individual; but  i t should not d i s c o u r a g  e

 q e  

se 
or stand  i n the way of individual provision 
responsibility. 

•~ wThis was a central theme  i n ththep 1942 report of 
Sir William Beveridge: 

• .„« security should not s t i f l eThe State  i n organising securi v , 
resoonsibil i ty/ - L " 

r eincentive, opportunity, ^ s h o u l d leave room 
establishing a n a t i o n a l ^  ­ b y e a c h 

and encouragement for voluntary ^ ^ 
individual  to provide more than tna 
himself and his family­

» "  * has changed  i n the for ty years since f V  , p n The a b i l i t yh a  s 

°f most people to make more of the i r own  P r

£ h Q mq e 

s ^ s t a n t i a l l y improved. For instance the sp ^ n 
°^ership among those previously relying on P ^

p r o v i s i o  

o f housing underlines the wish of most people 
^dependence. 

1  ^ etate social security1 ,  9 Yet the scope and scale of the br.a
sYstem has extended greatly. The decision at ^ ^ 
National Insurance to pay pensions at once r 

Q c m  q £ 

a ^ i l d - u p of entitlement substantially dent 
t h a  t the new system was insurance based, m 
o f ^rnings-related benefits and contributions 
R e a l l  y different from Beveridge's concept. 

of national 
l 1 0' We should not be deceived about the nature ^ ^ 
prance.  I t  i s not the same as private insur 0 

a ol i - n - i , *. _  f t  i s a pay  •* 
4 1 t t  l a to normal insurance pr inciples .  I * .t o d a y  s 
S Ch^e. , meet the cost of ^K T o d a y  s c o n t r i b u t o r s  & 
b 6 n e f i t s . w the most we can do  i sA s f o  r t o m o r r 0
1 : t i ^  i U i  * ™ Beveridge, S o c j y g O B f i ^  ̂  S^S^ces, (1942), Cmd 6404 para.9 



l i a b i l i t  y to be met by our c h i l d r e n . Even with the 

e l a b o r a t e S t a t e e a r n i n g s - r e l a t e d pension scheme the 


r t h e 
c o n t r i b u t o r i  s doing no more than h e l p i n g to pay f ° 
  
t u• ~ a claimp r e s e n t c o s t of pensions. His own e n t i t l e m e n t i  s <* 


t r i b u t o i 5 

a pension which he hopes f u t u r e generations of conw­
w i l  l f i n a n c e . 


1.11	 F o r t y y e a r s on t h e r e i  s l i t t l  e p o i n t i n seeking to 

. . .  state 
 t h  e


r e p l i c a t e p r i v a t e i n s u r a n c e arrangements	 i n s i d e u i  ^
 e 


o r g a n i s a t i o n . We should c e r t a i n l y recognise the debt 

i s 


b u i l d i n g up f o r the f u t u r e . But the b e t t e r course ^  ^ e 


d i s t i n g u i s h between what can and should be organised i 

p r i v a t e s e c t o r and what can and should be organised 

Government. T h i s i  s what the twin p i l l a  r system s  ^ t
n  b u
 

do. I  t r e c o g n i s e s the importance of the State provi 

i  t seeks to d e f i n e i t  s l i m i t s . 


e v e
t b e l i  
1.12 I n developing t h i s approach the Government j 3 e r 
n u m 
  

t h a t the s o c i a l s e c u r i t y system should aim to meet 

of important o b j e c t i v e s . 


*ble of  * e e t i n  g 


F i r s t  , the s o c i a l s e c u r i t y system must be capao 

genuine need. 


. No 
mvernitieri1" 

gT h i s i  s a b a s i c r e s p o n s i b i l i t y of any  ^ ° ^ t ^ ° n 

i n d i v i d u a l should be l e f  t i n a p o s i t i o n w e ^ ^ i  f 

s u s t a
no f a u l t of h i s own he i  s unable to ^ d on 
s e
 

or h i s f a m i l y . Supplementary b e n e f i t i  s ^  i s 
 i  t


a U
t h a t p r i n c i p l e and - w h i l e i  t has many  f s ^  ' o v e t 

more e f f e c t i v e than many e q u i v a l e n t schemes i  e 
i b 
  

m u s t be 
At the same time the o v e r a l l system mus ^ 

c o n s t i t U t
enough to recognise t h a t what ^ a i s o 
d


changes and t h a t those groups most i n ne  ^ e has 

S
change. Over the l a s  t h a l f century the P i l i  e
 f a m
 

changed markedly. I n the 1930s working- 3 


4 



were seen as the main group i  n poverty: the mam 

causes being unemployment and low earnings among men 

with l a r g e f a m i l i e s . By the 1950s and 1960s 

Pensioners were the major cause f o r concern. Now the 

P o s i t i o n has changed again and i n 1985 i  t i  s f a m i l i e s 

with c h i l d r e n who face the most d i f f i c u l t problems. 


^ o n d ' the s o c i a l s e c u r i t y system must be c o n s i s t e n t w i t h 

t h  e
 Government's o v e r a l l o b j e c t i v e s f o r the economy. 


I  t i  s an e s s e n t i a l p a r t of the Government's economic 

stra t e g y t h a t the share of n a t i o n a l r e s o u r c e s 

consumed by the p u b l i c s e c t o r should be c u r t a i l e d . 

S o c i a l s e c u r i t y , i  s a l r e a d y by f a r the l a r g e s t 

Government programme - more than twice defence 

spending and l a r g e r than h e a l t h , s o c i a l s e r v i c e s , 

education and housing put together. Because 

s o c i a l s e c u r i t y pre-empts such a l a r g e p a r t of p u b l i c 

expenditure and i  s growing so r a p i d l y i  t mustput the 

Government's economic s t r a t e g y a t r i s k . Many other 

countries f i n d themselves i n a s i m i l a r s i t u a t i o n and 

^ e r  e i  s widespread agreement i n t e r n a t i o n a l l y on the 

n * e d to take stock. But t h e r e are a l s o wider i s s u e s . 

While i  t i  s one of the f u n c t i o n s of the s o c i a l 

s e c u r i t y system to help those who are unemployed, i  t 

i s s e l f - d e f e a t i n g i  f i  t c r e a t e s b a r r i e r s to the 

c r e a t i o n of jobs, to job m o b i l i t y or to people 

^ j o i n i n  g the labour f o r c e . C l e a r l y such o b s t a c l e s 

e x i s t i  f people b e l i e v e themselves b e t t e r o f f out of 

*°rk than i n work; or i  f employers regard the burden 

ar*d a d m i n i s t r a t i o n of n a t i o n a l i n s u r a n c e as a 

s u b s t a n t i a l discouragement to p r o v i d i n g new j o b s . 

Equally r e s t r i c t i o n s i n areas l i k e pensions can 

discourage people from changing j o b s . I  f we wish to 

encourage i n d i v i d u a l s to provide f o r themselves then 

^  e s o c i a l s e c u r i t y system - p u b l i c and p r i v a t e ­
m u  - s t not stand i n the way. 




T h i r d , the s o c i a l s e c u r i t y system must be simpler to 

understand and e a s i e r to administer. 


F o r t y y e a r s of t i n k e r i n g have r e s u l t e d i n comple* l t  y 


and confusion. Nobody can be happy with the system 

as i  t stands today. The supplementary benefit sy 

alone r e q u i r e s some 36,000 s t a f f to administer 

The r u l e s of e n t i t l e m e n t are so complex that the 

guidance to s t a f f runs to two volumes and 16,0°° 

s e c t i o n s . Nor i  s i  t only the r u l e s which cause 


s
c o n fusion. A l  l the main means-tested h e n e f l t 
  

supplementary b e n e f i t , housing b e n e f i t and f'am1^ CQX& e 

income supplement - use d i f f e r e n t measures of 1 


and c a p i t a l . While the evidence suggests '
 d 


the p u b l i c , schemes l i k e the S t a t e e a r n i n g s - r e  ^ ^  s 


p ension are shrouded i  n an o b s c u r i t y which f
Q
 

i  s v i r t u a l l  y t o t a l . As f o r administration, s
 f  f  i  c  e 
  

the s o c i a l s e c u r i t y system i  s run from l o c a l 

which l a r g e l y l a c k the ki n d o f a i d s which mo e ^ ^ 

computer s c i e n c e can provide. The r e s u l t i f  f 
t a
 

s e r v i c e f o r the p u b l i c too o f t e n f a i l  s as the 

hunt f o r f i l e  s i  n a D i c k e n s i a n paper-chase. 


t i v e  s 
n b i e C 
  

1.13 I  t i s  , of course, c l e a r t h a t these three OVJ  ^ G  T 0 

are not independent of each other. At times choi
 e j n  e 


be made. Thus i  t i  s q u i t e p o s s i b l e to c o n s t r u c t a ^ 

W
under which a l  l b e n e f i t s - i n c l u d i n g pensions ° put>lic 


means-tested on the b a s i s t h a t t h i s was concentra ^e 

the obJ t


r e s o u r c e s on those who needed them most. Yet i o n 
l u S 
  

o f r e l i e v i n g need does not l e a d simply to the co .^g, I t 

e
t h a t the S t a t e should provide only where a l  l e l s e v i d 
p r 0 
  

i  s an e n t i r e l y proper f u n c t i o n f o r the Government^ 

 a t  & 
a b a s i s on which i n d i v i d u a l p r o v i s i o n can r e s t .
 n S  e s


p a r t i c u l a r , such support can come a t times when i t e d 
i m 
  

h igh (as when r a i s i n g c h i l d r e n ) or when income 

(as i  n r e t i r e m e n t ) . Here Government i  s u n d e r p i n n ^ 

i n d i v i d u a l e f f o r t : encouraging i  t not r e p l a c i n g 




! - H The Government's p r o p o s a l s are not based on g
*«ign for a new S t a t e system but on a v i s i o n 
" c u r i t y which sees important r o l e s r  a  d  i  c  a  l  l  y 


i ndividual p r o v i s i o n . I n t h a t r e s p e c t i  t taKes 
Afferent d i r e c t i o n from some o f the developments over t h 
l «  t f o r t y y e a r s c o n s i s t e n t w i t h the Government s over 
Wroach t o give g r e a t e r r e s p o n s i b i l i t y and g r e a t e r 
dependence t o the i n d i v i d u a l . But the P ™ * > " " J ^  " 
Earned also w i t h the c l e a r b e l i e f that our " a d i  t on of 
s t  * t e s u p p o r  t f o r those i  n need i  s one which should 

Maintained and developed. 




CHAPTER 2: THE DEVELOPMENT OF SOCIAL SECURITY 


2.1 By any measure the Beveridge Report of 1942 was 

landmark i  n the development of s o c i a l s e c u r i t y provis ^ 

B r i t a i n . But s o c i a l s e c u r i t y d i d not s t a r t witn e<= 


VeHe was b u i l d i n g on advances made i n the f i r s  t f o rty

the t w e n t i e t h century, advances which i  n h i s words 


s u r p a s  S 
t

produced a s o c i a l s e c u r i t y system 'on a s c a l e not ^ 

and h a r d l y r i v a l l e  d i n any other country of the world 


those who 

2.2 The e a r l y r o l e of the S t a t e i  n supporting ^ 

could not support themselves was, as w i t h the Poor ^ 

simply to avoid extreme d e s t i t u t i o n . Any help bey 


l a 1  , 
, 4-he

was l e f  t to c h a r i t i e s and - i n c r e a s i n g l y during 

n i n e t e e n t h century through the development of c o l 

s e l f - h e l p - to f r i e n d l y s o c i e t i e s , trade unions, 

c o - o p e r a t i v e s and savings banks. 


e v e
r ' i aA to r e l i  
2.3 On t h e i r own these arrangements f a i i e a *
 t 


p overty and i  t was t h i s which l e d to the s e t t i n g  U P  ^
 e 


b efore the F i r s  t World War of the schemes which^ °^ ic 


f oundation of our modern w e l f a r e s t a t e . The sys ^ 

s o c i a l surveys by Booth i  n London and Rowntree l 

provided i n c o n t r o v e r t i b l e evidence of urban pove ^ 

F r i e n d l y s o c i e t y schemes i n the main could only ^ 

, the leve -L 
short-term i n t e r r u p t i o n s of employment ana u ^,he 

b e n e f i t s depended on what the members could a 
. , o . _  old °y , *r Vf i r s  t S t a t e schemes s e t up - non-contribur.oi.jr ^.qe^cl 

pensions and s o c i a l i n s u r a n c e f o r short-term ^gmati s ^ n ^
nt

 t
 

were q u i t e d e l i b e r a t e l y designed to avoid the ^ r i g  h  t 

e f f e c t s of the Poor Law and to provide people w  l i e S 
n C 
  

t o a payment from the S t a t e to cover those con 


1
 A more d e t a i l e d account of the development o 

s e c u r i t y i  s given i n Appendix 3, Volume 3. 

2 


op. c i t  . para 3 




.  ^ V o r t v . These f i r s  t which most o f t en gave r i s  e t o pover Y  T H E  E A R L Y 

i n i t i a t i v e s were c o n s o l i d a t e d and ex ten e 
1920s, when the p r i n c i p l e o f b a s i c ^ - ^ ^  w sa 

Prov i s ion f i n a n c e d l a r g e l y through c o n t r i b u t i o n s 
e s tab l i shed . 

 The second main s t r a n d i  n o u : s o c i a  l s e c u r i t y ^*•«  ^
W  W - a n a t i o n a l sys tem o f means t ^ ^ ^ 

"nable to manage o t h e r w i s e - was a r s . d i s t a n c  e Board 
Beveridge began h i s t a s k . The 
took over r e s p o n s i b i l i t y i  n 1935 f o x M W P y m e n  t u n e m p l o  

n c r e a S 

t h e i r^employed people who, w i t h the  i ^  t i t l  e 
^ r i n g the t w e n t i e s and t h i r t i e s  , had exn ^ 
^ unemployment b e n e f i t . Compared to the P h et 

M i n i s t r a t i o  n by t h e P u b l i c A s s i s t a n c e  ̂ ^ . ^  o u t  i t s 

* «  * L a  w , the Unemployment A s s i s t  ™ * J ° £ c o n t  r o v e r s y  . 
i n a way t h a t was r e l a t i v e l  y f r e e f r ^ 

x t s funct ions were expanded d u r i n g the s e ^ 
d e l u d e the supplementat ion o f o l d age p e n s i o n s 
^ v i s i o  n of h e l p f o r widows w i t h c h i l d r e n . 

2 ' 5  * y S What confronted Bever idge was a ^ * *  e * \  i x  t u r  e 
Hteans-tested b e n e f i t s p l a y e d a major r o l e ,  f o r  a l l 

° * State and p r i v a t e i n s u r a n c e arrangements, « 
^ main c o n t i n g e n c i e s b u t opera ted on a  i f i t  ; and b e n e  

d i f f e r e n t r u l e s and a t d i f f e r e n t U ^ V ^  £  H i s 

i n some a r e a s b e n e f i t l e v e l s were ^ f ^ ^ a 

P r  °Posals were des igned to e l i m i n a t e want, t o 
c°nerent system which would c u t out ' the nee e  s s e r v i c  

^ i n i s t r a t i v  e c o s t w h i c h marks the B r i t i s  h s ^ 
t o  < ^ '  3 and to a c h i e v e t h i  s i  n a way which would 
f o  r i n d i v i d u a l and p r i v a t e c o n t r i b u t i o n . 

l b  i c  i p a r a . 29 



Beveridge's p l a n 


c^entially" a 

2.6 Beveridge's p l a n f o r s o c i a l s e c u r i t y was ess<= 
p l a n of i n s u r a n c e - of g i v i n g , i n r e t u r n f o r c o n t n 
b e n e f i t s as of r i g h t and without means-test. He was 

_ from ^ 
no doubt t h a t t h i s - "rather than f r e e allowances in­
state 1 - was what the B r i t i s h people wanted. 

 proposals 
. A f t m t B

2.7 I  t followed t h a t a t the h e a r t of Beveridge s ^ 

was the c o n t r i b u t o r y p r i n c i p l e : c o n t r i b u t o r s r e c e i ^ ^ t 


payment when they experienced a p a r t i c u l a r contingency 

r e t i r e m e n t or unemployment. But he was convinced 

S t a t e should not take over a l  l r e s p o n s i b i l i t y from  c t a  t  e 


 b  L 
. . , action­
i n d i v i d u a l and must lea v e scope f o r i n d i v i d u a l a c  e 
s t e n 
  

b e n e f i t s were to be g e n e r a l l y f l a t - r a t e and at subsi 

m i insured 


a
l e v e l . C o n t r i b u t i o n s were a l s o f l a t - r a t e , A  H  for 

people - r i c h or poor - would pay the same conw.  for 
 m  f


 a s
the same s e c u r i t y . T h i s d i s t i n g u i s h e d h i s scheme . u  e d
i n s t a n c e , the New Zealand system which Beveriay he  e r  t
 

an income tax assigned to a p a r t i c u l a r s e r v i c e . ^ ^ 

Beveridge scheme a l  l c o n t r i b u t i o n s would be paid i ^ 

s i n g l e s o c i a l i n s u r a n c e fund and a l  l i n s u r e d bene 

from i t  . 


* fhP insurance 

2.8 The most important consequence o l t-ne ^ deia^ 

p r i n c i p l e was the assumption t h a t there would be ^  ^ a i  d 


w h i l e e n t i t l e m e n t s b u i l t up before f u l l b e n e f i t s ^ r y ° n e  ' 
e V e 
  

out. Improved pensions would not be p a i d a t o ^ o V e  r a 

a t l n a
r i g h t s would have to be b u i l t up i n the  n ? i d g e ' s 


v e r 
  

twenty-year p e r i o d . What was a l s o i m p l i c i t i n i a t i ° n 

u
 

. >  „  n f the P°PU ,.  to 
c


n e f l t  s 
p l a n was the a b i l i t y of the v a s t m a j o r i t y o i
 b e 
  

t o make c o n t r i b u t i o n s ; and f o r the c o n t r i b u t o r y  ̂ ^ 

be adequate once the contingency had occurred. 

l i m i t e d number of c a s e s of need not covered  a
 t  0


i n s u r a n c e 1 , he s a i d , ' n a t i o n a l a s s i s t a n c e sub: 

uniform means t e s t w i l  l be a v a i l a b l e . 


4
 i b i d para 21 

5
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Beveridqe i n p r a c t i c e 


v p a r  s s i n c e the 2-9 There i  s no doubt t h a t i  n the ye ^  i r v d
m p o e
 

Beveridge Report s o c i a l s e c u r i t y p r o v i s £
q
 

s u b s t a n t i a l l y . E q u a l l y i  t i  s beyond doubt lb . 
the system i  s r a d i c a l l y d i f f e r e n t from t h a t e n v i 
fceveridge. 

v, T T O been i  n pensions. 2-10 The most fundamental changes have ^ ^ ^ 
Beveridge had envisaged a ^ ^ * ^ e ment of f u l l t p a y  

This was r e j e c t e d i  n favour of the —  u c e d  t 0 


Pensions. Graduated c o n t r i b u t i o n s were m
 f l a t _ r a t  e 


Element, and later t o replace, the o r i g i n 
contributions t h a t Beveridge proposed, wn  t . r a t  e 


mother step away from the o r i g i n a l concept 
State pensions. 

2 i  n between Beveridge's p l a n and 
2 - H Another major d i f f e r e n c e between mand i m i t e d d e 
  

"hat took p l a c e was t h a t he envisaged only ^ 

for help from those not covered by s o c i a l i  n ^ 

^ inception of the n a t i o n a l i n s u r a n c e schem 

^ e l e s s l  y o p t i m i s t i c . W i t h i n t h r e e 

C e
 * t of pensioners and unemployed people were ^ 

C l o n a  l a s s i s t a n c e . Today t h i r t y p er c e n t o
 n a t i o n a l 


e
l i v i n  g supplementary b e n e f i t , the s ^  c "
 s c h e m  e 


d i s t a n c e  . Supplementary b e n e f i t has become 

^ o v i d i n g long term support f o r m i l l i o n s of peop 


2 ' 1  2
 Y e t another s i g n i f i c a n t d i f f e r e n c e was i  n c h i l d 

s*PPort. Beveridge proposed the i n t r o d u c t i o n of 

^ow a n c e s for a l  l except the f i r s  t c h i l d t o 

a ^ i t i o  n to the e x i s t i n g system of c h i l d t a x allowances 


were to be p a i d a t the same r a t e whether t n 

b * * f i c i a r  y was i  n or out of work - which would both 


i 



f a m i l y poverty and maintain a s u f f i c i e n t gap between 

earnings and income from b e n e f i t . But family support 

payments were not introduced a t the same l e v e l for P 


\ -rhP position 
J- I i  C
and out of work and have never been so s i n c e .  * 

has been helped by the i n t r o d u c t i o n of family income 


£ some 

supplement and c h i l d b e n e f i t but the t o t a l income o 


r t given 

working f a m i l i e s i  s s t i l  l below the l e v e l of supp° 

to people out of work. 


,rtg of 

2.13 S u b s t a n t i a l gaps were a l s o found i n the cov r
 

-
+*he fie-*

b e n e f i t s proposed by Beveridge, p a r t i c u l a r l y m 

disablement where s o c i a l i n s u r a n c e was not a r e a l ^ £its
ene


model. Over the y e a r s a d d i t i o n a l non-contributory ^ 

were introduced to give help to p a r t i c u l a r groups 

r i g h t o u t s i d e the n a t i o n a l insurance system. 


P r e s e r v i n g Beveridge 

e r V  e Beverid*6 


2.14 When, t h e r e f o r e , there are c a l l s to prese 

. J _ _ I s plan * 

they need to be examined c a r e f u l l y . Beveriage ^ ^ h a  S 


s o c i a l s e c u r i t y was r a d i c a l l y changed a t the o i p l e he 
c
 

c a r r i e d on being changed s i n c e . The insurance p

envisaged soon p e r i s h e d and wi t h i  t went much o 

fundamental s t r u c t u r e . The goal of a simple a n d ^
 a  S 


comprehensible s o c i a l s e c u r i t y system seems as ^ i d y i n ^ 
t
 

n a n
e v er. Those who argue f o r no s t r u c t u r a l  c g ^  i v e  s  i n 

h e m s e
 

a t the edges should not be allowed to envelop 

r
the mantle of Beveridge. They are arguing f ° 
  

s t a t u s quo. 


2.15 But Beveridge's purpose was not to P  r o d U C  'a
£ r 0 i  n


e
s t r u c t u r e s f o r t h e i r own sake. His p l a n s p r a n  ^ r v e y  S c a r ^ 
  
d i a g n o s i s of want' 6. I  t was based on s o c i a l s  ^
 a t 


out i  n B r i t a i n i  n the 1930s and aimed a t ensur 


c. i b i d para 11 




»o-on e f e l  l below . s u b s i s t e n c e standard. He wanted to 
the r e l i e f of poverty whether t h a t was caused by 
"^employment, s i c k n e s s , the e x t r a f i n a n c i a l demands M 
« " i n  g a family o r o l d age. I n t h i s the S t a t e h a  a ^ 
a n t r a l r o l e but not an e x c l u s i v e one. I  t was 
W - Plan t h a t t h e r e should be co-operation between 
«  * the i n d i v i d u a l . To what e x t e n t have t h e s e a s p i r a t i o n s 
been r e a l i s e d ? 



CHAPTER 3: SOCIAL SECURITY TODAY 


3.1 Spending on s o c i a l s e c u r i t y 1 ( i n c l u d i n g 

a d m i n i s t r a t i o n ) has i n c r e a s e d s i x t y - f o l d s i n c e the s t a r t 


the cost 

n a t i o n a l i n s u r a n c e . That i  s f i v e times as f a s t as 


a
o f l i v i n g . T h i s year i  t w i l  l t o t a l over £40 b i l l i ° n


 T h  e
r e p r e s e n t almost a t h i r d of a l  l p u b l i c spending.  ^ m 


p r o p o r t i o n of GDP taken up by s o c i a l s e c u r i t y has r i s e n 

• j Even  i u 


4.7 per c e n t to 11.0 per c e n t over the same period.
 g 


the l a s  t f i f t e e n y e a r s t h i s p roportion has increased by 

than h a l f . 


b
3.2 P a r t of the growth i n the budget i  s explained ^
 l y 


changes i n the d e f i n i t i o n of s o c i a l s e c u r i t y : p a r t i 
_ -^i i H tax 

the i n t r o d u c t i o n of c h i l d b e n e f i t i n p l a c e of cnx-t 
of housiny 


allowances during the 1970s and the u n i f i c a t i o n u t e s  ) 

support ( p r e v i o u s l y met i n p a r t from r e n t and rate r e b a 
  

, f-vig main 
through housing b e n e f i t i n 1982 and 1983. But tu ^ 
cause has been i n c r e a s e s i n the r e a l value of bene . 

• Ac of t n e 

which have accounted, on average, f o r two-thiras 
growth	 i n spending s i n c e 1948. 

. 1 eecurity 
3.3 The main sources of f i n a n c e f o r s o c i a l => ^ 

spending are g e n e r a l t a x a t i o n (about h a l f ) , natio ^ and 

i n s u r a n c e c o n t r i b u t i o n s from employers (about a 

from employees (about a q u a r t e r ) . Although t h i s ^
 t h  e 


d i s t r i b u t i o n i  s broadly the same as a t the b e g i n n  
g h a r  e than 


1950s, general t a x a t i o n i  s now meeting a greater 

f o r most of the i n t e r v e n i n g t h i r t y y e a r s . 


o c i a  l 

o n  s
 

1
 An account of p a s t growth of expenditure ^ se& on 
s e c u r i t y and p r o j e c t i o n s of f u t u r e  ,  ̂ 2, V o l ^ e 

c u r r e n t p o l i c i e s i  s given i n Appendix 



•-, r a D i d i n c r e a s e i  n the 
reason f o r t h i s i  s p r i m a r i l y the P _  e  d m e a n s t e s t
 

l a s t decade of spending on  ^ " ^ ^ ^ ^ f i t . 

henefits, mainly supplementary ana n ^
 w Q r t h  a b o u t 


Nevertheless, n a t i o n a l i n s u r a n c e c o n t r i
 C e n t r a l 


«  0 b i l l i o n a year are c o l l e c t e d and the 

Office of the DHSS maintains over 50 m i l l i o n P 

accounts. 


•tv i  s one of the b i g g e s t 

3-4 The payment of s o c i a l s e c u r i  y i c e  . 
t  s e r v
 

and most s t a f f - i n t e n s i v e undertaking m Go ^ ^ 

Although over 100 m i l l i o n payments a y e a r ^ _ ^ 

girocheque, the v a s t m a j o r i t y are made by
 a t a 


8 0 1 1
Al l i en are i s s u e d each year - P "  ^  * *  ̂  new  l  l  i  o  n


o f f i c e counter. DHSS s t a f f
 a n o t h e r 2 0 


bairns to b e n e f i t a year and annually r e v 
Al l i en e x i s t i n g awards. A l  l t o l d the DHSS  e m p ^ 
s t a f f on s o c i a l s e c u r i t y - a ^ o u g  h t h i s to ^ 

n e  a r l  y 8 9  , i p a r  t from the 36,000 ^ 
0 0 0 n 1 9 7 9 .  A
 

^PPlementary b e n e f i t c a s e s t h e r e are anotfce ^ ^ 

l°cal and r e g i o n a l o f f i c e s d e a l i n g w i t h otn 


S
contributions, and 10,000 employed a t  ̂ ^ , 

26'0°0 are employed i  n the Departmental Emp ^ 

administering unemployment b e n e f i t and about , 

i  n
 l o c a l a u t h o r i t i e s on housing b e n e f i t . 


^ h g n e f i  t s t r u c t u r e 2 


3-* Figures d 4 show how t o t a l spending on 
 l  t  2 . 3 a n 
  

s o  = i a l s e c u r i t y has grown, how the v a l u e of t h ' ^ 

^ h a n t  s has i n c r e a s e d ; how the importance o ^ ^ 


^ h e £ i t s has changed; and how the numbers r e c e
 s y s t e m 


b « * f i t s have changed. The r o l e of the s o c r a l s e ^ 

C a  n
 - l s o be looked a  t i  n terms o f broad W ? *  * p e o p l  e 
a t  * being helped: the e l d e r l y , M i " "  ' « — * l e  * 
and c  ~ i ' 

S 1  c k and d i s a b l e d people. 
A 4- c n r i a l s e c u r i t y 2 ^ d e t a i l e d d e s c r i p t i o n of the c u r r e n t s o c i Astern i  s given i  n Appendix 3, Volume s 



Figure 1 
Growth of Social Security Expenditure In Constant (1984 - 5) Price* 



fern,2 

ft*** °< ̂ m , ,n fusion to t h  . I n c n ,  ̂  In Price, between 

Benefit (single person' r a t e ) - percentage increase 1949-1984 

Supplementary Benefit (long term rate) 169 * 

Retirement Pens ion 149 % 

Invalidity Benef i t ( long t e r m s ick) 139 % 

SSŜ*™*, 1 1 2  % 

U n  e m p i  0 y m e n  t Benef i t 98 % 

Sickness Bene l i i 90 % 

*fi£i^_for children 


Child Benef i t /Fami ly A l l o w a n c e 148 % 

132 * 


c h ' l d 5 - i o 93 % 



Figure 3 
Expenditure on Social Security Programmes as a Percentage 
of Total Expenditure 
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The e l d e r l y 


 t  0 
3.6 Almost h a l f of a l  l s o c i a l s e c u r i t y spending  9 o e  S


the e l d e r l y . There are 9.3 m i l l i o n n a t i o n a l insurance 

r e t i r e m e n t pensioners (3.2 m i l l i o n of whom a l s o have 

separate o c c u p a t i o n a l p e n s i o n s ) . 1.7 m i l l i o n pensioner 

a l s o r e c e i v e supplementary pension ( a t a r a t e about ^ 

q u a r t e r above the r a t e of supplementary b e n e f i t pal 


f u l l
unemployed) and have t h e i r housing c o s t s paid i n ' w ^ j
t 1 


f u r t h e r 2.5 m i l l i o n pensioners a l s o r e c e i v e some help 

t h e i r r e n t and/or r a t e s through housing b e n e f i t -


The f a m i l y 

.̂ v, r h i l d r e n 


3.7 Expenditure i n support of f a m i l i e s witn ei
 g h a r  e 


accounts f o r 20 per cent of the t o t a l . The l i o n ' s ^ 

(£4.3 b i l l i o n ) i  s on c h i l d b e n e f i t which i  s paid tax • 


C - a
° m
f o r a l  l c h i l d r e n i r r e s p e c t i v e of the parents'  * n . ^  e
 S


A d d i t i o n a l help i  s a l s o provided f o r one-parent „ - a r  s . 
c ' ftsen  y e 

group which has doubled i n s i z e i n the l a s t l a h l e 
x.  i S avai-1-^ 

For working f a m i l i e s f a m i l y income supplement g j j only Q U 
  

a
on a b a s i s r e l a t e d to f a m i l y s i z e and income,

about h a l f those thought to be e l i g i b l e c l a i m i t  . 

non-working f a m i l i e s supplementary b e n e f i t  P r o V  ^ ^ - L c  j 


c
s u b s t a n t i a l l y h igher support f o r c h i l d r e n than  ^ 

b e n e f i t . A t o t a l o f 7 m i l l i o n f a m i l i e s r e c e i v e c  ^ t d
a n 
  

s U P
b e n e f i t , 200,000 a l s o r e c e i v e f a m i l y income ^ u t f ° r 

p p o r
 

n e a r l y a m i l l i o n r e c e i v e supplementary b e n e f i t 

t h e i r c h i l d r e n . 

Unemployed people 


eS 0 1 1 

 1  3 
3.8 Another 17 per c e n t of b e n e f i t spending  ^ & f i t

d e a l i n g d i r e c t l y w i t h unemployment. Unemploy111


 t h  e 

. ,v,--p who 'I1C 


a v a i l a b l e f o r up to twelve months f o r tnobc o p l e 

e
 

c o n t r i b u t i o n c o n d i t i o n s . For other unemploye t a r  y 
i e m e n 
  

support i  s on a means-tested b a s i s through supp 




r , .  t W  o per cent ^ 
i t   S i x t y


dependent on supplementary benefit- l help 
d d i t i o n a
 

°f those on unemployment benefit require a 

through supplementary benefit particularly wn 

children. 


£jck_and disabled people, 


3 c, e r- sick and disabled people i  s n
3 - 9
 Spending on benefits for S I C  K an 


e
poachin g ,5 billio n a year -13  P ^ .  sick 
o n r t e r r n


 i o n <  3
expenditure. The bulk of this i  s on the
«  * disabled, with three main benefits accounting for 
« billion, or 60 per cent, invalidity benefit , 
S o*e 800,000 people at any one time, costs ov 
^tendance allowance, with about 500,000 recipients, 
^ b i l i t  y allowance, approaching 400,000 r e c ^  , ^ 
t v  ° other main benefits. Between them these two 
£ 1 b i l l i o n . 



CHAPTER 4: WHAT HAS IT ACHIEVED? 


4.1	 Despite i t  s s e l f - e v i d e n t s c a l e some argue that the 

l i t t l e • 


B r i t i s h s o c i a l s e c u r i t y system has achieved a l  l too 

I n the words of one author, i  t i  s 'another B r i t i s h 

f a i l u r e . ' 1 Whereas the n a t i o n a l h e a l t h s e r v i c e and the 

education system a t t r a c t widespread p u b l i c support, 

argued t h a t t h ere i  s no s i m i l a r p u b l i c a f f e c t i o n for 


 1  5 
•ticisro

s o c i a l s e c u r i t y system. Such o v e r - g e n e r a l i s e d c r i t 

u n f a i r . 


n  e 
has d ° 
  
4.2	 At i t  s most b a s i c the s o c i a l s e c u r i t y system 


, „_ pvisted 

much to ensure t h a t absolute d e p r i v a t i o n such as e ^ 


a b S
b e fore the Second World War cannot r e t u r n . The °	 r
 l i e r 


el e v e l of b e n e f i t s i  s now v e r y much higher than m  ^ 
y e a r s . The l e v e l s of major b e n e f i t s l i k e pensions an  ^ g 

supplementary b e n e f i t have more than doubled i n r e a l 
, rake~hOme r 

s i n c e the War and more than kept pace w i t h tne L  « 
of the average earner. Today a f a m i l y on suppleme  ^ e 

b e n e f i t w i l  l be l i v i n g a t the same standard as the 
manual earner was j u s t a f t e r the War. 

system can 
4.3 The achievements of the s o c i a l s e c u r i t y »jr	 . ^ . j  oto n

( c p o s i t s 

a l s o be shown by the improvement i n the economx	 d e n t 
d e p e n 
  

p e n s ioners, who are the l a r g e s t group i n s o c i e t y ^ ^ 

on b e n e f i t s . The b a s i c pension i n c r e a s e d between^ i n < J s 


e a r n 
  

1981 from 30 per c e n t to 50 per c e n t of average n__ 

f o r a married male manual worker. Occupational P 

p r o v i s i o n 

1
 S i r John Walley, S o c i a l S e c u r i t y : A n o t h e r ^ 


F a i l u r e ? , (London, 1972) 




• *r« r e c e i v e o c c u p a t i o n a l pensions 

has improved: more pensioners reo  Taking 
b e f o r e


and receive more income from ' d i s p o s a b l  e 

Pensioners as a group, t h e i r average p ^ ^ ^ 

income per head has i n c r e a s e d from ^ ^
 i g n 


average for non-pensioners i  n 1951 o development 

^  d to 69 per ce n t t o d a y . 2 The most  " f "  - i  s 
p r o v i s i o n


£ a l l - an outstanding example o f ^ ^  e u p i e r  s 

that about h a l f of a l  l pensioners are  to t h e i r 


r _ O C C
 

d e n i e d


and have a s e l f - s u f f i c i e n c y and independen ^ ^ e  d 
e s t i m a t
 

Predecessors. Looking forward t h i r t y y e a r s
 s  w i U 


that the proportion of owner-occupiers among pen 

r e  a c h 70 per cent. 


present needs 


«<« The l i v i n g standards of those most 
*<*i*l s e c u r i t y b e n e f i t s can therefore be ^ ^ ^ 
""Proved s u b s t a n t i a l l y over the post-w F 

system has 

r e  * P e c t a prime o b j e c t i v e of any e o c i a l B e c ^ 


c
b e  * n achieved. 3 But many commentators have °  *
 d  q £ 


3 0 1 6
f a v  * n r of  r e l a t i v e r a t h e r than an a *  ^  i t e r a b l  y 
a  u n a 
  

P  0  ^ r t  y or d e p r i v a t i o n . I n s t e a d of being based ^ 

o  n
 subsistence needs the poverty l i n e shoul , ^  . f 


* i s  * with the g e n e r a l l e v e l of n a t i o n a l prosper y  ̂ 

U v  i n  g standards r i s e i  n the community as a ^ 

^ «iinimum standard to be made a v a i l a b l e t o 

Members of the community. 


Figures from ^ , n s i o n e r s J _ j n c c ^  , 
Population- Pension Cost^JjBS-^— 

P e  

(Hhso, June 1984) 

A d e t a i l e d a n a l y s i s of,Low J ^ S f f l ^ o l S i 3. S e c u r i t y i  s p r e s e n t e d i  n Appendix i  , 


i 



v
4.5 Various attempts have been made to measure p °  ^ 

us i n g a r e l a t i v e standard. A common approach i  s to c 

a l  l	 f a m i l i e s w i t h incomes below the l e v e l of s u p p l e m e  n 


between 

b e n e f i t as being i  n poverty and those with incomes 


H^in<7 °n 
100 and 140 per cent of supplementary b e n e f i t as D C  A 
the margins of poverty. There are, however, serious ^ 
drawbacks to t h i s k i nd of approach. I n p a r t i c u l a r / 1 ^ 
l e v e l of supplementary b e n e f i t r i s e s r e l a t i v e to other ^ 

n
o f income, more f a m i l i e s w i l  l be counted as being '*'

even i  f the r e a l incomes of a l  l f a m i l i e s i  n the poPu 


a re r i s i n g . 

lonfje^ 


4.6 For these and other reasons there i  s now n 

• Th"i s does 

any u n i v e r s a l l y agreed standard of poverty. ^ 
mean t h a t the questi o n of determining p r i o r i t i e s i n  s 
r e m a 
  

s o c i a l s e c u r i t y system can be avoided: indeed i  t ^^ eC\Xi 
important t h a t those whose needs are g r e a t e s t are -hed 

1, 
A + - V desc1-­
i d e n t i f i e d . The new approach to s o c i a l s e c u r i t y t of 

i n t h i s document i  s c l o s e l y l i n k e d to such an asse 

today's p r i o r i t i e s . 


s i n e n
 

e a test may b  e 


4.7 F a m i l i e s whose needs are l i k e l y to be g r e  ^  the 
t  o f

 c
d e f i n e d as those f a l l i n g i  n the bottom 20 per ^ in9" 
h e 
  

 t  0 
n a t i o n a l d i s t r i b u t i o n of income, w i t h family i  ^ t i o n

o m p
a d j u s t e d f o r d i f f e r e n c e s i  n f a m i l y s i z e andc ° The 


allow f o r the g r e a t e r requirements of l a r g e ^ 

e
l a t e s t evidence shows t h a t over the l a s  t ten y £
o
 

- v h.e sha r c 

indeed over the post-war p e r i o d as a whole;
t

f 
,  ~ n rjer ce*1 

Q

t o t a l n e t income r e c e i v e d by the poorest. ^ v	 ^ 
imPr o v e <^' 
f a m i l i e s has remained roughly constant. Al


absolute terms the p o s i t i o n of the wor s t - o f f h a S  ^ g o C  i e t y ­
x e S
i  t has remained unchanged r e l a t i v e to the ^ incoi"e 


& l o W


But t h e r e have been important changes w i t h i n ^	 t y P e S  ' 

f a mpopulation i  n terms of the mix of d i f f e r e n t ^ o t t o  r  a inc°®e 

t h
I n p a r t i c u l a r , the number of pensioners i  n ^
 e n a a 


n a S  a d e d
range has f a l l e n s i g n i f i c a n t l y and there	  ^ 
i i e g h e 
  

c orresponding i n c r e a s e i  n the number of fami 

person of working age. 




• a e s i n g l e most important4-8 Higher unemployment  i s ththe s i n g l dd i s p l a c e d  0
 

h a  s
^ u s e of t h i s s h i f t and unemployment  s h o w  s t n a t  , 

a
 ^ as the main reason f o r low income.  « P ^ ^ 

°ver the l a s t t e n y e a r s , the p r o p o r t i o n o ^ r o p o t o
 

^comes who are pensioners has ha l v e d a 

^ a l l pensioners who a r e  i n the bottom 


p r i n 


P
- n t r a s t , the number of s i n g l e ^
 B  h a s 


l i l i e  s and f a m i l i e s w i t h c h i l d r e n on - y m e n t
u n e m p l o 
  

increased g r e a t l y . While the i m p l i c a t i o n s 

f°r young s i n g l e people are s e r i o u s - and a matt 

p r i o r i t y for the Government - many of them are 

^ - h o u s e h o l d e r s l i v i n g  i n households w i t h n g
 h o u g e h o l d e r s 


^ " i ncome f a m i l i e s w i t h c h i l d r e n are gene J ^ ^ 

and about h a l f a r e headed by someone  i n « ° f a m i l i e s 
A dequate income. The p a r t i c u l a r ^ ^ ^ y of 
w i  ^ h c h i l d r e n are confirmed by s t u d i e s of the an ^ 
A f f e r e n t groups  t o manage  a t c u r r e n t b e n e f i t ^ ^ 
o v  e r h a l f of a l l i n d i v i d u a l s l i v i n g on low incom 
^ e r  s of f a m i l i e s c o n t a i n i n g dependent . ^ ^ V  p Q r t i o n 


g r e a s e of n e a r l y a f i f t h on the corresponding P - p 

t e  * Years ago. T h i s change  i n the balance of need h 

a
 ^ a j o  r f a c t o r  i n the development of the Government 

Proposals. 




1

Figure 5 

People on Low Incomes 2 - 1971 and 1982 Compared 


1982 
1971 

Average r e a  l income = 100 Average r e a  l income -


Couples 
Pensioners Pensioners Couples with 

with 19.2 children 34.9 
children I 47.2 

39.7 

I 
Couples i One-parent Working-age without Couples One Working-age single families children without parent single persons 9.9 8.0 children families persons 15.7 7Q SB 9.7 

 e by 28* i  n 


Average r e a  l incomes for the bottom q u i n t i l  e group ros 

r e a  l terms between 1971 and 1982. 


This figure shows the percentage of INDIVIDUALS by' ***  f a f f l i l i e  S ^ i i e  d 
f


bottom q u i n t i l e  . The bottom q u i n t i l  e contains the 20% ° ^ore d  e 


lowest incomes, adjusted for family type and composition* 

information i  s given i  n Appendix 1 of Volume 3.) 




CHAPTER 5: THE NEXT FORTY YEARS 


 are an important 
 Bast changes i  n the p a t t e r n o fJ>eed^ 
factor i n determining the shape o ^ f a c t o r among 
5-1 . n e d
e
 

system for the f u t u r e . But they are on ^ n 

m*ny. Account must be taken of changes w ^ p l a  c e  d on 
the future, i  n terms of the demands which w i 
the system and our a b i l i t y - or the a b i l  i y
- i U r e  n - to meet them. We ^ ^ g ^ i  s 
^ c r e a s i n g burden which the s o c i a l s e c ^ ^ 
Placing  the economy as a whole. v o f i n a n c e 

i
 

o n  i r e d  t
 

Y ^ r s , the pro p o r t i o n o f n a t i o n a l wealth q ^ ^ ^ ^ 

s o c i a l s e c u r i t y b e n e f i t s has more than do ^ ^ ^ ^ 

l a m o *
* t f i f t e e n y e a r s i  t has i n c r e a s e d by  ^  of 
c o s t


increase has to be compared with, f o r i n s * i  o  r  i  t  y ­
t^e health s e r v i c e - a major and popular ^
 q £ G D P 


"hich has remained roughly c o n s t a n t as a P v ^ ^ 

*any y e a r s . But the i s s u e i  s n o t j u s  t 


^ c r e a s e s and competing p r i o r i t i e s w i t h i n ^ 

s * c u r i t y programme today. We must a l s o f a P 

Pressures which are a l r e a d y b u i l t i n t o the sy 


5 ' 2 The f i r s  t of th e s e i  s demography. ^ ^  r
 f a c t s 


C e r t a i n t i e  s t h e r e may be about the f u t u r  ^  '
 a r e c l e  a r . 

^ c u t changes i  n the s t r u c t u r e of the P ° f  l a  ^ ° a s e  d 
i n c r e 
  

l a t l
T t  * number of e l d e r l y people i  n the  P 0 P u ° ^  c
 r e a s e 


s ^ s t a n t i a l l y i  n r e c e n t y e a r s and w i l  l b e g i n to i n c r 

r a  P ^ l  Y again a t the beginning of the next cen ^ 

M
 — v e r  , over the n e x t twenty y e a r s  t h e n ^ 

^ increase by 40 per cent. That has 

3  U  s  t for s o c i a l s e c u r i t y b u t a l s o f o r h e a l t h a n  p 

S
 
K
°cial s e r v i c e s . The r e t i r e d p o p u l a t i o n w i l  l n ^ 


h°sPital and community c a r e as w e l l as pensions. 


s e e Appendix 2, Volume 3. 




i n e
i  f the number of one-parent f a m i l i e s i n c r e a s e s i n  l
 
e x p e c t a t i o n s , expenditure on them could i n c r e a s e by one 

t h i r d over the next twenty y e a r s . 


5.3 At the same time, the balance of the population w i l l 

change. The number of people of working age w i l l f a l l ^ 

r e l a t i v e to the number of pensioners from the beginning 

the next century. The r a t i o o f people of working age 

pensioners w i l  l decrease from 3.3 now to 2.7 i n ' 

then the c o s t of the e x t r a b a s i c S t a t e pensions alone, ^ 


r
w ithout any i n c r e a s e i  n t h e i r r e a l value, w i l l bem ° ^ t  Q 


£5 b i l l i o  n a year higher than now. T h i s c o s t w i l l ' 

be met by a s m a l l e r and more h e a v i l y burdened proa 


• --fenceOJ­
workforce. T h i s . t r e n d i  s exacerbated by the exisi­

\ This 
the S t a t e e a r n i n g s - r e l a t e d pension scheme (SERPS). 


i= t p d a d d i t x  u 


scheme i  s intended to provide an e a r n i n g s - r e l a t e ^ 
* t h e i r own 
to the b a s i c pension f o r those not savi n g for w 

_ + . 4-he cost oi 
re t i r e m e n t through o c c u p a t i o n a l schemes. But u« ^ t  o h  e 

SERPS w i l  l f a l  l on the s o c i a l s e c u r i t y budget and 
p a i d by f u t u r e c o n t r i b u t o r s and taxpayers. The extr ^ 
even on minimum assumptions, w i l  l r i s e e v e n t u a l l y 

b i l l i o  n a year a t c u r r e n t p r i c e s . 


£ the s o c i a  l 

5.4 Even i  n the next twenty y e a r s the c o s t o ^ m U i  n oi 

s e c u r i t y programme i  s p r o j e c t e d to i n c r e a s e bya ^ ms 
t e r 
  

between £5 and £8 b i l l i o n (12 - 20 per cent) l»  * c  C  Q  n  n  t e d 

on p r e s e n t p o l i c i e s . The range of i n c r e a s e s i  s 

fo r by d i f f e r e n t assumptions about the course o ^ l o y a ^ 1  , 


 T n  e 
unemployment. The lower f i g u r e would r e s u l t l
 y e a r S .

f e l  l to h a l f i t  s p r e s e n t l e v e l over the next ten 


r m
f i I s  f ° •
nt l  S 
h igher f i g u r e assumes t h a t unemployment r a  n „+.a


c u r r e n t 13 per cent to 10 per cent. Eguaixv ^ 

l i n ^ d a r  

f ° r
the assumption t h a t b e n e f i t s are uprated i  n d  s

p r i c e s . T h i s would maintain p r e s e n t l i v i n g s ^ forty 

those dependent on S t a t e b e n e f i t s but over than ^ 


l fy e a r s b e n e f i t r a t e s have i  n f a c t i n c r e a s e d by * g ­i T i S  

and have broadly kept pace w i t h i n c r e a s e s i  n 




, d b  v say, one and a h a l f per c e n t 

benefits were t o be uprated by, s<**, l s e c u r i t y 
s o c i a
 

a Year ahead of p r i c e s , the range o ex 

u l a t l ° ^ 
costs to be borne by the working P ° P  s
e s e  f i g u r e
 

b l l l l
time would be £16 b i l l i o  n - «  0 ° n ' i t  y 
a l  s e c u r i
 

would represent an i n c r e a s e i  n t o t a l s o c ^ 
spending of between 45 per c e n t and v u r e  s from the r e s s 
  

allowing for i n f l a t i o n . And the i n - i l  l n 

current pension scheme would add a f u r r n 

during the twenty y e a r s t h e r e a f t e r . 


 b  i  l  l  i  o 
  

5 - 5
 There are many u n c e r t a i n t i e s i  n f o r e c a s t i n g what w i l  l 
s u c h  a s 


h a PPen i  n the fut u r e , p a r t i c u l a r l y where ^ ^ 
c o n c e
^employment and economic growth are ^ r t h i  s
e e  i s 


aPPlies to p r o j e c t i o n s of pop u l a t i o n size  q £ 

influenced by changes i  n the b i r t  h rate 
Recasts of the numbers of p e n s i o n e r i  s ^ 
^Pulation on which we have ve r y a c c u r a t e subject 
Recasting of l ike l  y patterns of mortalx y ^ ^ 
t  0
 w*h narrower margins of error. Thus. 
r e  3 a r d f o r e c a s t s of the f u t u r e s i z e of the w y  e o v e r 

^ P n l a t i o n and of growth i  n the economyr as sp ^ ^ 
e ^  n quite s h o r t p e r i o d s of time, the c u r r e n g ^ ^ 
e  l  d  e 
  r l  y population and the resumption of t h a t g ^ ^ ^ 


e r t a i n
g i n n i n  g of the next century arec ^ l s u l t  s 
p I t r e 
  

3^ growth i  n expenditure r e s u l t i n g from f™ ' e 

f*>* the b u i l d up of e n t i t l e m e n t s r a t h e r  ̂ h e 

£ I  t i  s a g a i n s t t h i s background t h a t ^ 

G°vernment have prepared t h e i r p r oposals f o r t n 




CHAPTER 6: FACING UP TO THE FUTURE 


6.1 The Government b e l i e v e t h a t the case f o r reforming 

 I  n 
our system of s o c i a l s e c u r i t y p r o v i s i o n i  s c l e a r .


both to 

p u t t i n g forward proposals the Government are seeking 


u
p rovide a coherent b a s i s f o r s o c i a l s e c u r i t y i n the  f ^
 d 

and to t a c k l e the r e a l problems which have been i d e n t i 


r
We b e l i e v e the time f o r reform i  s r i g h t and the need f ° 
  
reform i  s urgent. 


2
6 ­  F i r s t  , the Government b e l i e v e t h a t the f i n a n c i a l 

i s s u e s must be faced now. The e s c a l a t i n g c o s t or 

s e c u r i t y must be c o n t r o l l e d now and contained for the 

f u t u r e . I n p a r t i c u l a r we have b u i l t o u r s e l v e s a State 


* n expect ^ 

e a r n i n g s - r e l a t e d pension scheme from which we axx
 f o r  . 

b e n e f i t i  n the f u t u r e but which none of us i  s paying 

c  t and rxie 
I  t i  s our c h i l d r e n who w i l  l have to meet the cosi- ^ e 

burden w i l  l be too gr e a t . We should a c t now to res ^ 
proper balance between b a s i c S t a t e and p r i v a t e p r o V l S  

0wn h i  s


We should make sure t h a t everyone c o n t r i b u t e s now 

occu p a t i o n a l or pe r s o n a l pension. 


ources must i>e 

6.3 Second, the Government b e l i e v e t h a t reso 


crreatesi­
d i r e c t e d more e f f e c t i v e l y to meet the areas o i y ided 

need. T h i s does not mean t h a t b e n e f i t should be P v
 

o nly to those i  n need. We b e l i e v e t h a t , f o r i» „<-ionerS 

• v,r to  p e n  S 


S t a t e should provide b a s i c support as of r i g n t ^
 a 


and f a m i l i e s with c h i l d r e n . But we do not accept^  an 
 e  S


u a l
g r e a t e r spread of u n i v e r s a l b e n e f i t s i  s r i g h t - i V i d
 
i n d
 

o ver-important r o l e to the S t a t e ; i  t undermines e
 j f  w
 

s e l f - r e l i a n c e ; and i  t leads always to gr e a t e r cos ̂  

s e C U r ^
want to see the money we spend on s o c i a l t ^
 m  e 


e f f e c t i v e l y , we must accept t h a t t h i s i n v o l v e s s ^ t h o S  e 

r e d i s t r i b u t i o n between d i f f e r e n t groups of p e 0 p l  ^
 h o S e 


n
i n the g r e a t e s t need are to get more help/ t n e  t r u c t i n  ^ 
c o n S 
  

need l e s s help w i l  l get l e s s . We have to avoid  c ^ g£°*'
i c  h


systems, such as we now have i  n housing benefit/ 




• pd to g i v e l i m i t e d means-tested 
from being schemes designed t o  g
 m u c h  w i d e r 


help to those most i  n need, u n t i l r e s o u r c e s we 

areas of the population. We must t a r g e 

have more e f f e c t i v e l y . 


t h a t the system should 

6 - 4
 Third, the Government b e l i e v e ^ g e  e a 


^ simpler. The evidence shows t h a t p ^
 s i m p l e  r 


simpler and more comprehensible s y s t e m  * b e n e f i t s and 

e n t  , l e s s d u p l i c a t i o n ^ w e e n  ̂  ^ 

^ t v e e n p u b l i c and p r i v a t e p r o v i s i o n .
o f e n t i t l  e m 
  

 s u p p l e m e n t a r  y 


^ e r l a p between unemployment b e n e i i n S t a t e and 
b e t w e e
 

b e
 ^ f i  t ; and we can reduce the d u p l i c a t e s i m p l i f y 

^ i v a t e p r o v i s i o n . Y e t the ̂ e a t e s  t aim « »  t 


n t e n d
°*r means-tested . b e n e f i t s . We  i ^ ° n ^ s p o t based 
c e u p r
 

Elementary b e n e f i t w i t h a system of i ^ ^ 
n o  t
 on d e t a i l e d r e g u l a t i o n and needs- complication. 

m i n i m
Reasonable support f o r a l  l w i t h the ™ r Q u g h  t 0 f o r  m the 

e
that simple s t r u c t u r e can be c a r r i   support. 


b a
 * i  s also of our systems of housing and fami l y 


6 , 5  s
 Fourth, the Government b e l i e v e the ^
 g t a f f a r e 


b e
 * e  r administered. At p r e s e n t more than 8 . ^ 
Cloyed i  n DHSS on s o c i a l s e c u r i t y and t n y ^ feoth  o f 


e ^ a g e d  an endless paper-chase t o the ^ e g  y 
i n  s t r a t 
  

p e l v e  s and the p u b l i c . We have * * * *  *  the 
b r i n g i n g


t 0  t e c n n o l
 *ake a t i o  n ° ^ ^ n t u r y . 
 f u l  l  u s e  o f  i n f o r m n e t h c e 
  

up to the standards of the l a t e twent ^ 

**• w i  n be an enormous modernisation Q
t
 

m a ] o r challenge t o DHSS management. v ^ c r e a t i n g 

a
l e n g t h e n theDepartment ' s managerial c a p  ^ k e  y 


* *e* management board which w i l  l b r i n g togetn 

p e°Ple i  n 


1 u n t  o f  p u b l i c
i n c a C  S °   a ^ i ^ L ^ D H s f i r g i v e ^ i  n 
^ e l u d i n g a survey commissioned by 
APPendix 4, volume 3. 




the Department and w i l  l i n c l u d e , to work with them on a 

part-time a d v i s o r y b a s i s , a number of experienced manager 

from outs i d e the C i v i  l S e r v i c e . 


6.6	 F i f t h , the Government b e l i e v e we must not undermin 
. . w*. ran ensure 

i n d i v i d u a l s ' w i l l i n g n e s s to help themselves, we 
t h a t people, p a r t i c u l a r l y f a m i l i e s with c h i l d r e n , do 
f i n d themselves b e t t e r o f f on b e n e f i t than i n worK 
no advantages from g r e a t e r work e f f o r t . We can help 
unemployed people to maintain c o n t a c t with the labour' ^ 
market. And we can do more to help people to secure 

own pensions. 


6.7 Above §11, the Government b e l i e v e i n r e s t o r i n g  
g i o n  . 


proper p a r t n e r s h i p between S t a t e and i n d i v i d u a l  P r o  V

 a l g  0 


There i  s an important r o l e f o r the S t a t e but there 

one f o r the i n d i v i d u a l . The Government must enco ^ ^  ^ e 


i n d i v i d u a l s to meet c o s t s which they should bear g,
stron


appropriate p e r s o n a l p r o v i s i o n . T h i s w i l  l create ^ 

new p a r t n e r s h i p between the S t a t e and the i n d i v i 


6.8 I  t i  s w i t h these o b j e c t i v e s i n mind t h a t the: ^ f
0
 

Government have formulated t h e i r proposals for ^ hene*"^ 

s o c i a l s e c u r i t y . The proposals f o r each area o ^ ^  d  i n 

system are o u t l i n e d i n succeeding chapters and e ^ 
more d e t a i l i n Volume 2. The proposals f o r each ^ 
p r o v i s i o n are designed to achieve the b e s t and h i c h 

n e  

w
 

a p p ropriate balance between the d i f f e r e n t objec ^  ^ e 


the system should seek to achieve, t a k i n g acco 

, of th°sc 


c u r r e n t p a t t e r n of p r o v i s i o n and the needs system 

system now s e r v e s . The i n t e n t i o n i  s to a c l u e V  ^ u n t r y 
e c 0 
  

i n g l  e 
which s e r v e s the v a r y i n g needs of people and ^
 a  s
 

b e s t , r a t h e r than a system which i  s determined ^ 

o b j e c t i v e or which p l a c e s too g r e a t a weight o 

mechanisms f o r d e l i v e r i n g b e n e f i t s . 




6 -9 Thus, we consider i  t right o ^ u n e m p  loyment and 
r e t i r <  f i e
system for contingencies like c t  ! L o  n  the State to  o  f


long-term sickness. I  t i  s not the f u n  c a  l 
 t h e r e i s a r e 
  
b e the sole provider of theseb e n e f l t  % he 
 a n  d t 
  

^lue in retaining a link between benefr ^ ^ 

l e m 6  *
contributions paid to earn e n t l  ^  insurance 
 i c  t


contributory system i  s not based on  valuable 
 r o y i d e s a


Principles, and never has been, but 1 P
 s e  e 

p
*eans f o  r determining entitlement^
  M a s 


benefits related to the payment of <  s phrase, 
v e r i d g e 


* * * *  * from and better than, to  ̂ ^
 e n t 

free allowances from the state . advocated by . 


a P p r O C h e  *
therefore reject the alternative  relies 
 h e  r i  t


those who argue for a totally new design benefits 

^tirel y on means-tested benefits or on unive 

Paid regardless of circumstances. 


6 ' 1  0
 u +  s o c i a  l security ­nA wholly means-tested approach to s ^ ^ 

Eluding pension and child benefit - wou
 < t o 


°nlY one of the main objectives identif y c  h 
a p p r o a 


^centrate help on those who need i  t W> • i n c e n t i v  e s  , 
W 0  ^d , by discouraging self-help and » £ f  * , in N o r 
  

1
^ermine the importance of individual P ^ 1 "
 d n o 


Government's view, would a system whicn P
 c h i l d r e  n
b e f i t  s as of right to pensioners or fanalie 

b  e
 acceptable. 


* the other e ^  e i  s  « - - J J J ^ 
* b i  9 9 e  r role for better universal b e n e f  ^ S * "   the 
n i s h e  s

t e  9 a r a l e s  s of their needs. This approach * ™ ^  S  ^ 
 o  £


<* the individual and further enhances t 

S t  ^ - I  t would increase the overall level 


 a  n
^ i r e d b  y social security, pre-empting  taxation 

5 U
 « of pubuc spending for this area, increasing 

S l  r
 William Beveridge, op c i t .  , para 21. 




or p r e c l u d i n g a c t i o n i  n other p r i o r i t y a r e a s . One ^ a 


consequence of t h i s i n c r e a s e d r o l e f o r the State would 

r e d u c t i o n i  n the e x t e n t to which i n d i v i d u a l provision 

encouraged or could be afforded. 


6.12 The Government b e l i e v e s i  t i  s r i g h t to look
 s y s t e r  n 


the o b j e c t i v e s which each p a r t of the s o c i a l s e c u r i t y 

best be 


should seek to meet and how those o b j e c t i v e s can 

balanced. Having done so there i  s then a c l e a r 

r e s p o n s i b i l i t y to see t h a t the mechanisms for d e l i v 


i 
T h i s g ° e S 

i i Jb e n e f i t s operate as e f f e c t i v e l y as p o s s i b l e . ­

wider than j u s t the DHSS. There may a l s o be scope is Q c i a
 

improvements i  n the co-operation between the tax a  ^
 e 


s e c u r i t y systems.or more e f f e c t i v e l i n k s between he 

Government b e l i e v e t h a t the scope f o r such l i n k s 

pursued a c t i v e l y wherever they seem l i k e l y to l e ̂ e n t ­
improvements f o r the p u b l i c , employers, or the offer 


s e C U r
The p r o j e c t s to computerise PAYE and s o c i a l ^ j  y in 

new o p p o r t u n i t i e s which can now be examined more
 T h e r e 

the l i g h t o f new b e n e f i t s t r u c t u r e proposed here. 


nersonai 

c
a re, of course, d i f f e r e n c e s : f o r i n s t a n c e ,  F „ a r  i y _ f i x e d year -L* 

t a x a t i o n i  s based on income a s s e s s e d over a u- „ n r  e r n e d 
c n
c a r i l y °
 

p e r i o d w h i l e s o c i a l s e c u r i t y i  s o f t e n necessai.  . n C o m  e  , 

with responding q u i c k l y to short-term changes i ^ Q  Q  C  i a l 

p a r t i c u l a r l y when someone becomes unemployed. •jnants, 

s e c u r i t y payments are normally made d i r e c t to ^ e n t s 

most of whom have no employer through whom any P ystems 


s
 

u e  , i  n 
c o u ld be made. Nonetheless c l o s e r l i n k s b e t w e e n 
  
r e v e n 
  

 o  i 
c o uld l e a d to improvements i  n the c o l l e c t i o n o n  t
p a y i n e 
  

n
t he assessment of e n t i t l e m e n t to b e n e f i t ,  i G 0  v e r n m e n  t 


T h  e
b e n e f i t , and i  n the t a x a t i o n of b e n e f i t s .  ^ Gre e  n 

e


w i l  l b r i n g forward id e a s f o r f u r t h e r d i s c u s s i o n b e d 
l i s 
  

•t-av to be v 

Paper on the reform o f pe r s o n a l income t a x 

l a t e r i  n the yea r . 




n q a l  s f o r reform contained 

J.13 i n p u t t i n g forward the; P « P ^  - *  s e c u r i t y 


nere, the Government i  s conscious t h a t 

-nnot provide a c u r e - a l l . I t  s important r ^ 

fi n a n c i a l needs i  s complemented by cxn
 s o c i a  l 


Programmes t h a t provide h e a l t h , . ^ ^   an 
r e B a i n f


s ervices. But s o c i a l s e c u r i t y i s  , an ^ r e f l e c t i o n 

e s s e n t i a l p a r t of the f a b r i c of our i  p 
w h o  n e e d  n e
 

o  f
 our c o l l e c t i v e r e s p o n s i b i l i t y to heip
 b e g e l f 


to provide f o r o u r s e l v e s a t times when we 

supporting by our own e f f o r t s . 


s o c i a l s e c u r i t y cannot prevent the c a u s e . r o t poverty, 

l  t
•i-t- . problems, sucn a  o  can only a l l e v i a t e the symptoms. Pr
 b e 


^ -Ployment, t h a t can l e a d t o poverty must t h 

a t t h e i r r o o t s . T h i s can only be done by 


condition, f o r s u s t a i n e d and r e a l economi:gro ^ 

* «  . to achieve t h i s , t h e c o s t of s o c i a s e c u r 

b  e
 f l o w e d t o become a m i l l s t o n e p r e v e n t i n g t h 9 ^ 

G n o m i c improvement on which the r e a l a l i e v i 

5 o v  e t t  y depends. 




CHAPTER 7: PROVISION FOR RETIREMENT 

 position 
l a H v e


7.1 The most c r u c i a l d e c i s i o n s about the r e l a t i v e
 v
the a r e 3 


of the i n d i v i d u a l and the S t a t e have to be made m ^ 

of pension p r o v i s i o n . A l  l the evidence i  s t h a t member 

occu p a t i o n a l schemes p l a c e g r e a t v a l u e on belonging 

p r i v a t e pension scheme: those without such p r i v a t e
 Q g a 


would l i k e to have i  t i  f they could. Yet i n the m l d  ^ e n d i n  g

g i a n t step was taken i n the opposite d i r e c t i o n by 

unfunded S t a t e cover. 


7.2 The S t a t e e a r n i n g s - r e l a t e d pension scheme p r  ° ^  l a t e  d 

a r n i n
 ^ S
t h a t r e t i r e m e n t pensioners w i l  l r e c e i v e an  e j e r the 
U n (
 

p ension i  n a d d i t i o n to t h e i r b a s i c S t a t e pension.
 g i n c  e 


scheme the b e s t twenty y e a r s of q u a l i f y i n g earnings _ 

i n e
1978 are r e v a l u e d to the date of r e t i r e m e n t i n  l  e n g i o  n 


n a t i o n a l average earnings and the e a r n i n g s - r e l a t e d P 

i  s one q u a r t e r of the r e s u l t i n g average. The s c h  ^
 o d s 0 


i n troduced i  n 1978 w i t h a twenty year maturity P ^ 

t h a t the f u l  l c o s t does not s t a r t emerging u n t i l a ^ 

1998 - although a d d i t i o n a l c o s t s are already b e i n g  ̂ ^
 g i  x 


a
people covered by the scheme r e t i r e with, say/

year e n t i t l e m e n t . 


 the State 
f


7.3 Occupational schemes can c o n t r a c t out 0 i
 r e  e  0
 

scheme - although t h i s d e s c r i p t i o n supposes a ^ heme 
sC


s e p a r a t i o n which does not e x i s t . A contracted-o ^
 J  n 


it:
must promise to provide a guaranteed minimum Pen :
ion


other words the scheme must guarantee a l e v e ^ 

e
i  s not enough f o r an employer to guarantee a  ^ ^ the 


c o n t r i b u t i o n to a pension. The workings of t h i ^  t i ^  e 

c e i i
 

S t a t e scheme are undeniably complicated but the ^  ^ t
e  c o S
 

l
f o r the employer to face t h i s and bear the r t i o n  &
 n a
 

being more than he had bargained f o r i  s a lower 

i n s u r a n c e c o n t r i b u t i o n . The S t a t e a l s o ott 
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induceitient-c. 
:  l n
 p a r t i c u l a r when the guaranteed minimum 


Pension 

e c o m e  s
res	  Payable the S t a t e i  n e f f e c t takes on the 


S l b l
 
r ^ S  e l i t  y of maintaining i t  s value i  n l i n e w ith the 


^ r :*" C e s'
Cities'11 1	  About h a l f the eventual c o s t of the scheme 

 f r o  m
p r .  i n f l a t i o n - p r o o f i n g the guaranteed minimum pension 

 b  y
t h e  occupational schemes. The other h a l f comes from 

Payment- * 
that	 s e c o n d - t i e r S t a t e pensions. On the b a s i s 

that P e n S  * o n  s a r  e
 uprated i  n l i n e w ith p r i c e s t h i s w i l  l mean 

have S p e n d l n  g  o n
 Pensions which i  s 115.4 b i l l i o  n today w i l  l 


r e a c h e c  l
£27  _  £17.9 b i l l i o  n by 1993; £.21 b i l l i o  n by 2003; 

b i l  U o  b  y 2 0 1 3 ' * £  3  5  ' 7  b i l l i o n  b v 2 0 2 3  '  a n d £  4  5 

n

 2 0 3  3
then th ^  • I  f pensions were to be uprated by earnings 
6
b i i  f l  9 u r e s would be £20 b i l l i o n ; £25.9 b i l l i o n , £36.4 
l  i  o  n 
  

' £ 4 9 * 8
b°rne  b i H i o  n and £66.5 b i l l i o n . T h i s c o s t w i l  l be 

e n t ^ " 
time r e  i  y by the c o n t r i b u t o r s and taxpayers of the 


N  f u n d
°  i  s accumulating, only a debt. 

7.4 

SERJ> S ^-nevitable burden i  s but one of the drawbacks of 


 l  S
S  e  r i Q  1  '  G o v e r n  m e n  t b e l i e v e t h a t i  t s u f f e r s from other 

u u  s
 d e f e c t s. 


— — E Q i g ^ o f the S t a t e : the Government's f i r s  t duty 

should be to look a f t e r today's p e ns ioners. SERPS 


e  s
 n °thing f o r anyone who r e t i r e d before 1978 and 

n e  v e  r win do so. i  t would be an a l t o g e t h e r more 

G o v S i b l  e  d l v i s i o n  o f
 r e s p o n s i b i l i t y f o r the 


rnment to concentrate on p r o v i d i n g as good a 

•Dasic	 n o 

pension as p o s s i b l e and on a s s i s t i n g those who 
t r a
s e c t  ̂ 6  X   nelp i  n ret i r e m e n t ; while the p r i v a t e 


r
 should concentrate upon p r o v i d i n g a d d i t i o n a l 

ions with the aim of extending such cover to as 


y
 °f the population as p o s s i b l e . 


^ ^ ^ H a  l provis - i n n - occupational pension cover i  s 
^ !c and has been discouraged by SERPS. The 

e x
 
C Q n  t


i t  y of the S t a t e scheme's p r o v i s i o n s on 

acting-out and the open-ended commitment t h a t 




employers have to take on has meant t h a t there h
i o  n coverage 

been l i t t l  e i n c r e a s e i  n occupational pensio" ^ 
i n i n d u s t r i e s l i k e a g r i c u l t u r e , c o n s t r u c t i o n c t u j :  e 


d i s t r i b u t i o n . The p r e s e n t c o n t r a c t i n g - o u t s 


to provide 

provides no i n c e n t i v e f o r s m a l l employers L  . V 

f i n a  l salary 

o c c u p a t i o n a l schemes - indeed by making i- 1-- . 
•i-her t n * * w 


pensions a c o n d i t i o n of co n t r a c t i n g - o u t r a 

' t u a l l  y 


much simpler c o n t r i b u t i o n t e s t we have v i r 

ensured t h a t t h e r e w i l  l be no expansion. 


p future mPensioners i  n need: SERPS would take some

! i . CAT But i  s .pensioners out of supplementary benen^- houl d 

no reason why an expansion of p r i v a t e pro
 s 

^ 
not have the same e f f e c t . I  f the c e n t r a l  P u  ^ & i  t n e f
 

SERPS i  s to reduce r e l i a n c e on supplementary ^ 

then i  t i  s a b a d l y - t a r g e t t e d way of ensuring ^ 

given t h a t h a l f the a d d i t i o n a l c o s t of SERFS 

from u p r a t i n g occupational schemes. 


of SERF5" 

7.5 Y e t looming above a l  l i  s the emerging cos 

According to one view, ' I  t i  s d i f f i c u l  t to discus ^_.g 


s f t a d  ° W
f u t u r e of s o c i a l s e c u r i t y r a t i o n a l l y i  n the t that 
d o u b 
  

 1  1
f o o l i s h commitment.  And c e r t a i n l y i  t i  s beyon j _ 0 n oft
 

r  e
the c o s t of SERPS can a t the v e r y b e s t mean a P n s i ° n 

p e 
  

e
the S t a t e s o c i a l s e c u r i t y r e s o u r c e s to t h i s form ^ c ftop

p r o v i s i o n f o r f o r t y y e a r s to come. The most  slig h t 
a


i s t h a t n a t i o n a l i n s u r a n c e c o n t r i b u t i o n s show o r e 
a
 

percentage r i s e , given t h a t the earnings on w ^  ̂
 a t 


l e v i e d w i l  l r i s e . A more r e a l i s t i  c assessment 

c o n t r i b u t i o n s w i l  l r i s e s h a r p l y l e a v i n g no scope i e s s 


nvisi°n'
 u n  

j

 a  n 
improvements elsewhere i  n s o c i a l s e c u r i t y  P r  . b u  t i o n s


t h e r e are to be even f u r t h e r i n c r e a s e s i  n con 

tax. 


1  P 6
 A W D i l n o t , J A Kay & C N Morris,

S o c i a l S e c u r i t y , (Oxford, Clarendon rr« 




i , . o  f SERPS should g i v e everyone, of 

7-6 The emerging c o s t of SERPS sn t y - y e a  r 
t w e n 
  

whatever persuasion, pause f o r t h o u g h . ^ 

Postponement of the f i n a l implementation ^ ^ ^ 

nothing to do w i t h b u i l d i n g up a fund: e^ ̂ 
 a  f  f  o  r  d  e  d 


I t was based on the assumption t h a t i  t cou ^  way 
s  e  n  s  i  b  l  e


1998. The questions are whethe,: this, XB
 P O P U L A T I O N  T O 


°f Planning; whether i  t i  s f a i r to tne w
 c a n n o t 


hand down such a b i l l  ; and whether pension p r o v i 

°e provided i  n a d i f f e r e n t and b e t t e r way. 


7 - 7
 .  b e t t e r course. 
 The Government b e l i e v e t h a t t h e r e l a ^ ^ 

W  e
 remain committed to d i r e c t p r o v i s i o n i  n t n 

^ - n a t i o n a l i n s u r a n c e _ _ r e U r ^ ^
 w e  w i U 


c o n t r l b U
entitlement earned by the payment o f ^ °  v .
a l u e a n d 


c ° n t i n u  e to ensure t h a t the pension r e t a i n s 1  t oi n 

^  t e xtra help goes to pensioners who need i t  .  p ^ V 

* * * remains as t o the f u t u r e of the e a r n i n g s - r e l a t e d 

o  f
 the s t a t e scheme. 


7 - 8
 A p o s s i b l e approach here would be t o reduce the 

U r g i n g c o s   one way of a c h i e v i n g t h i s 
t  o f S E R P S .


reducing the r a t e of a c c r u a l on earnings above a 

c e r t a i n l e v e l ; 


no longer g i v i n g f u l  l a d d i t i o n a l pension J J * ^ , 
twenty y e a r s ' c o n t r i b u t i o n s , b a s i n g 
l i f e t i m e ' s e arnings; and 

making contracted-out schemes r e s p o n s i b l e °V. 
i n f l a t i o n - p r o o f i n g the guaranteed ^  v ' r i c  e 

to a maximum of 5 per c e n t a year or 
index, whichever was lower. 



7.9 Those who support such an approach argue that s E R  ^ 

came a t the end of a long p e r i o d of debate on pensions 

t h a t t h e r e i  s now a degree of s t a b i l i t y - although that 

s t a b i l i t y would go i  f Labour's p l a n f o r a n a t i o n a l 


P ever to 
investment bank and d i r e c t i o n of pension funds were 
be put i n t o operation. Although the Government see 
apparent a t t r a c t i o n of c l i n g i n g to a t l e a s t p a r t of 
SERPS s t r u c t u r e , we b e l i e v e t h a t stronger arguments pr 

7.10	 Even a reduced scheme would s t i l  l l e a d to a 
A b i i i i ° n 

s u b s t a n t i a l e x t r a pensions b i l  l r i s i n g to £19. o 
2003 and £31.2 b i l l i o n by 2033. A l l the complexities 
i m p l i c i t i  n the p r e s e n t scheme would be ret a i n e d , 
p o s s i b l y exaggerated. And the b a r r i e r which SERFS ^ 

re p r e s e n t s to the expansion of pe r s o n a l and occupati  ^ a t
v e 


p r o v i s i o n would remain. The Government b e l i e v e 

p r o v i s i o n i  s the r i g h t way to augment the b a s i c  ^
 e 


p ension and t h a t t h i s i  s an area i  n which the-	 *
 t a S 


S t a t e should be minimised. I  t i  s b e t t e r to ensure ^ 

many people as p o s s i b l e c o n t r i b u t e to t h e i r own P e  n 


w n
making t h e i r own savings to prepare f o r t h e i r °  ^ 

re t i r e m e n t . That i  s what many people already do  g ^ e r  . 

Government b e l i e v e t h a t i  s what the p u b l i c w o u l d  ^ d ­e  d e 
  

A c c o rdingly i  t i  s proposed t h a t SERPS should be e ^ q  { 


although a l  l r i g h t s earned s i n c e the scheme began 

course, be honoured i  n f u l l  . 


;th t h e 


 w  l 
I d be

7.11 Although the S t a t e ' s prime concern shou
 i o f  l 


f i r s  t p i l l a  r of pension p r o v i s i o n - the b a s i c	 P ^  ^  has 
s 0


p rovided through the Na t i o n a l Insurance	  ^ private 
 system  ThaJa r e s p o n s i b i l i t y to ensure t h a t the second
pl**** ion.

u
p r o v i s i o n r e l a t e d to earnings -has a firm f °  _^ u  m i ^ v e l 0 


means ensuring t h a t people make a t l e a s t a ^ right t  0 ^ 

p r o v i s i o n f o r t h e i r pensions, t h a t they have  ^ t h e i r 


a t


n
i n f l u e n c e how t h e i r pension savings are used a  oi 

V P  t the ext<= 
t

investments are p r o p e r l y safeguarded. 



St* a+- • 
e l n  v olvement i n p r i v a t e p r o v i s i o n should be kept to the 

ninimum. what i  s r e q u i r e d i  s f o r the S t a t e to e s t a b l i s h the 
ground m  i 

-Luj.es upon which employees and employers can base 
^ V i s i o n s . 
7
 .12 rnu, 

e
 e n  d i n g of SERPS w i l  l make i  t unnecessary to 

retain th 


e
 c°mplex system of c o n t r o l s and c o n t r i b u t i o n 

gements which now govern c o n t r a c t i n g out. These 

gements were c r e a t e d to ensure some n o t i o n a l p a r i t y 


a  r


°etween th 
n e
 S t a t e and occ u p a t i o n a l schemes and because of 


i n a n c i
of  ^ f a  l interdependence of the two. With the ending 

O T
 S E R P S t  h 

tne need f o r much of t h i s complication w i l  l reduce. 

 n  o
d i S f  longer be necessary, or appropriate, to 

 9 l l l s  n
enmi  between c o n t r a c t e d - i n and contracted-out 


Nor s e t t i n g n a t i o n a l insurance c o n t r i b u t i o n r a t e s , 

1  b e r i g  n t
the  f o r d e t a i l e d requirements to be s e t on 


e n e f
° f b
T hese i  t to be secured by occupational schemes, 

die-; e g u  i r e m e n t s have i n themselves acted as a s i g n i f i c a n t 


 t  0 e m p l  ° y e r  s
S chem  from s e t t i n g up occupational 

b e u s e
° a
U a b i r  they c a r r y the r i s k of an unknown future 

y
 " i n some ways s i m i l a r to t h a t presented by SERPS. 


7 ' 1  3
 Yet 

&  G o v e r n m e n t
P r i v a t e  b e l i e v e t h a t minimum standards of 

P r i s i o n  m u s
° v
i r r e s r  j t s t i l  l be l a i d down. I  t would be 


 S  l  b  l e
tho<=Q  to end the S t a t e scheme without ensuring t h a t 
Who h 

6  b e e n  c o n t r i b u t
C o n  t r i  b • i n  g to i t  , or who have been 

some f U t i n  g t  o
 i  t f o r t h e i r employees, continue to make 


p r o v i s
r i g h t s i °  n to augment the b a s i c pension and the 

 e y n a v e
to  earned under SERPS. I  t would be p o s s i b l e 
•••cave i-v> * 


e n t i r e
C ° n c erned l  y i n the hands of those d i r e c t l y 

r e s u l t s  w o u l d  b e  t 0
•L o ng~term' ^ ° u n c e r t a i n and the 


s
 e r i  C o n s e  q u e n c e s f o r some future pensioners too 
0  U  s


 p r o p o s e d '
of e x c e p f  ̂ i  S  t h e r e f o r e , t h a t , w i t h the minimum 

C o n  1 0  n  e m p l o y e e s a n d
t r i b  t  S '  employers should be r e q u i r e d to 
U
 

a t
t n  e P m > s  ,  l e a s t a sm a l l percentage of earnings towards 

S t a  ^ d a r d Pension scheme. By d e f i n i n g the minimum 


l  n
 terms of a c o n t r i b u t i o n t e s t r a t h e r than a s e t 




b e n e f i t l e v e l , employers w i l  l know p r e c i s e l y the extent o^ 

t h e i r commitments; i  t w i l  l be much e a s i e r f o r employers 

s e t up o c c u p a t i o n a l schemes of t h e i r own; there w i l l be 


which can 
g r e a t e r f l e x i b i l i t  y i n the type of pension scheme WHJ- ^ 
be used; and employees w i l  l be i n a b e t t e r p o s i t i o n to ^ 
t h e i r own p e r s o n a l pension arrangements i  f they wish, 
are s t r o n g arguments f o r applying the same arrangements 
s e l f employed people. 
7.14 The Government have a l r e a d y made c l e a r t h e i r con 


. •>/-. occupational 

to improve the r i g h t s of people c o n t r i b u t i n g to *­
pensions. That concern w i l  l apply j u s t as much under 

new arrangements which w i l  l f ollow the ending or => ^ t h  e 


L e g i s l a t i o n c u r r e n t l y before Parliament w i l l e n S U r e   are 
h e m e  S


r i g h t s o f people who l e a v e e x i s t i n g occupational s i o n 
A c t 
  

p r o t e c t e d and the v a l u e of t h e i r pensions preserved. 

¥  n members 

i s being taken to provide b e t t e r information t o 
about the schemes they belong t o . And the Governm ^ 
announced l a s t J u l y , as an e a r l y r e s u l t of the r e V 1  ^ h e  ̂   own 
r


pensions, t h a t i  t wanted people to be able to have 

4- w i l  l be 

p e r s o n a l pension p l a n . The new arrangements wi 

n
c o n s i s t e n t w i t h the t h r u s t of these changes and, i 
  

much easier­
p a r t i c u l a r , w i l  l make per s o n a l pension plans 

operate. 


i l  l not be 

7.15	 The t r a n s i t i o n to the new arrangements wi 

4-hat the 
s t r a i g h t f o r w a r d , but the Government b e l i e v e	 tiia  be 
 t  0


framework t h a t i  s proposed w i l  l enable the trans ^
 t h  e 


a c hieved without p l a c i n g undue burdens on employ ^ 

f i r s  t p l a c e , the new arrangements w i l  l be d e S  ^ g ^ ^ y e e  S wi* 1 


p rovide a foundation on which employers and	 employ 

r e
be f r e e to b u i l d as they wish. U n l i k e the p ^ t e a
t u
 

c o n t r a c t i n g - o u t c o n d i t i o n s , they w i l  l not cons k e 
m a 
  

s t r a i t - j a c k e t under which schemes are compelled The 

,  -̂ o gu a 


r
d e t a i l e d amendments to t h e i r r u l e s i n oraer ^
 a  S 

 t h a  n 
aim moreover w i l  l be f o r the new arrangements e  r
r a t n 
  

s e l f - p o l i c i n g as p o s s i b l e , w i t h scheme a c t u a r i e s 




•r • t h a t the c o n t r i b u t i o n t e s t has 
an outside body c e r t i f y i n g t h a t « schemes t h e r e w i l l 
been met. For most e x i s t i n g occupation  Q U t  w i l l 


b e no change. Schemes which are i n g
e x i s t
 

automatically meet the neŵ  ^ . ^ c o n  d i t i o n s 

schemes are a l s o l i k e l y  to meet the mi ^ ^ 

without change. For employers withou a ^ ^ 

contribution t e s t w i l l be much e a s i e r 

current c o n t r a c t i n g - o u t requirements. 


7
 ...  t h e Government
- i  * To help prepare f o r the t r a n s i t i  , ^ ^  p e n B i o n B 


a n i s a t l  ° n S
be c o n s u l t i n g the ° ^  ' i n  g  p o i n t f o r these 

as
^bout the new arrangements. As
  a  d e t a i l e d 


discussions the Government w i l l r>e x  the b a s i s
i n c l u d i n g


consultation paper on the arrangements, ^ p e r s o n a l 

f°r approving p l a n s f o r employers scheme
 G o v e r n m e n t 


Pensions. As p a r t  o f the consultatxons, ^ t r  y
i n d u s
 

^opose to hold e a r l y t a l k s on the p o s s i .
n 

Pension schemes  t o help s m a l l employer a 


industries w i t h low occ u p a t i o n a l scheme cover 


7 ' 1 7
 i n r i v a t  p r o v i s i o n as theThe change  t o near u n i v e r s a l p r i v a t ee p ^ ^ 

S e c  o n d p i i  l t  o f the basxc S t a t p ^ ^ 
a r  i n  s u p p o r
 

an important st e p  i n r e - e s t a b l i s h x n g t h  ̂ ^ ^ ^ 

^ d i v i d u a l  to c o n t r o l h i s own fu t u r e
 f o r c e a r e 


t w  o
 nations  i n re t i r e m e n t - where h a l t  t n ^ ^ 

b u i  l d i n g up occu p a t i o n a l pension r i g h t s whx
 s i o n . 

* r e unable to do so andhave  to r e l y on S t a P ^ 

A U
 t h i s w i l l change.  I n fu t u r e a l l who are no 

Sc°Pe of RPS u t i n the P O B i t x o n ^ e r e
S E  w i l l  b e  P
 

S a v i n g f o  
w h e r * ^ / 
r t h e i  r  o w n r e t i  r e m e n t and d e c i s i o n s on 


^ f i u e n c e - through wage barg a i n i n g , or ^ ̂  v u e
a l
 

t h  e
 type o f  p n i n p r o v i s i  o n they w i s h  t o ma t
e s ^ 
o
 

a * d nature  of the investment they a r e makxng ^ ^ ^ 

u t  u r e .  Government b e l i e v e t h a t  i t xs
T h  e


*  ̂  e a d i r e c t s t a k e  i n our own ^ures  ̂ 1 ^ 
i t - t h e r than  to le a v e the r ep ^ ^ 

n e
 bands of the S t a t e and the b i l l  t o oe p 




Retirement age 


n a t l a
 ° n
7.18	 At p r e s e n t men become e l i g i b l e to r e c e i v e * 

i n delay 
c a 
i n s u r a n c e pensions a t 65 and women a t 60. People <­

higher:
. a


t a k i n g t h e i r pension f o r up to f i v e y e a r s	 and ge^ 

pension. The i s s u e o f r e t i r e m e n t age i  s a matter of 

co n s i d e r a b l e debate both i  n t h i s country and abroad. 


j . . / i g Q 111 
France, f o r i n s t a n c e , r e t i r e m e n t ages have been re ^ 
response to c u r r e n t unemployment l e v e l s .	 But t h i s has 
j g  a i s o a
l i t t l  e d i s c e r n i b l e impact on t h a t problem, i  t -LO
T  f


e  r 
moot p o i n t whether i  t i  s d e s i r a b l e to move to e a r l i 
  
of providi"y 

r e t i r e m e n t when l i f  e expectancy and the burden O J . V 
* Tf o r the r e t i r e d population i  s i n c r e a s i n g .  USA 


J - N ^  M E N T 

i n t e n t i o n i  s e v e n t u a l l y to i n c r e a s e the normal	 r e t i r ^ ^ 

age because of a r e c o g n i t i o n t h a t by the beginning
 e 


n ext century the c o n t r a c t i o n i  n the a v a i l a b l e l  a 

could have damaging economic consequences. 


the issue of * 
7.19	 I n t h i s country debate has centred on tne 


m u p House ox 

e
common re t i r e m e n t age f o r men and women.	 i «  , a
A
 rpcommendea 


Commons S e l e c t Committee on S o c i a l S e r v i c e s r e ^

. m t  a


-i o .   common  a g  e 

common r e t i r e m e n t age of 63. But any move ^
n a

 - i s m


o f r e t i r e m e n t has severe drawbacks. The key P 

c o s t . A common r e t i r e m e n t age of 60 would c o s t s  t 
 c  0 
  

b i l l i o  n a year n e t and even to compromise	 on 63 ^r e (  j u c e d 

1
over £500 m i l l i o n . Moreover, the more the co s t
 l d h e 


the g r e a t e r the i n c r e a s e i  n re t i r e m e n t age which ^ y e a r  s 

i n v o l v e d f o r women who may have been planning 

to r e t i r e a t 60. 


 t  0 
• ns i s

 a t t r a C t l  °
7.20 Another p o s s i b i l i t y which has	 d b e ^ 
w o u l 
  

 to3
i n c r e a s e f l e x i b i l i t  y i  n r e t i r e m e n t age. This  ^
 e n  t


on the b a s i s t h a t e a r l i e r r e t i r e m e n t gave	 e n t i ^ n s i ° n ' p e 
  

reduced pension and l a t e r r e t i r e m e n t to an enhan 


c i a l S e r v i c e  S 


1
 T h i r d Report from the House of Commons Soc 

Committee, (1982) 
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1  . mattpr f o r the * « t i  m  of r e t i r e m e n t would then be a „ t  t ^ ^ 
i n g


i n d ividual to decide i  n the l i g h t o f h i s j  ̂ ^ r e t i r e m e n t  , 

Pension e n t i t l e m e n t s together. » o e
a l s  b
 

(^tween 60 and 70, were t o "
 a n d  w o m e n 


Possible, w i t h i n i t  , t o b r i n g the n g n t s o 

closer together. 


x h U a p p r 0  a c  h c o u l d not be « e d 

^ t r i c t i o n s  . Those wishing t o r e t i r  s t r a t  e 
d e m o n
 

n a t i o n a l i n s u r a n c e pension would have 

they had s u f f i c i e n t p r i v a t e p r o v i s i o n t o k e n s ^ 

would not be dependent on means-tested S t a t e PP 


s uPPlement the abated pension. 


^ The Government's d e t a i l e d p r o p o s a l s f o r pensions are 

S e  t
 °ut i  n Chapter 1, Volume 2. 




CHAPTER 8: PROVIDING FOR CHILDREN 


8.1 The p r i n c i p l e t h a t we should give f i n a n c i a l support 

to those who bear the e x t r a r e s p o n s i b i l i t y of bringing  U P  ̂ 

c h i l d r e n i  s one to which t h i s Government are committed. 

acknowledges not only the duty to ensure t h a t children 

should not face hardship, but a l s o the importance of 


• „ nur own 
U i
s upporting f a m i l y l i f  e and those who are ensuring ° 
  

a  P r l 
f u t u r e by c a r i n g f o r the next generation. I  t i  s

 e i t h e r 
which i  s acknowledged by almost a l  l c o u n t r i e s by
 f i t  s 


c o n cessions i  n t h e i r tax systems or the payment of hene 

or both. 

8.2 I n t h i s country the b a s i s of p r o v i s i o n has chang 

s u b s t a n t i a l l y over the y e a r s . The o r i g i n a l Beveridge 

concept was t h a t there should be a system of family 

allowances f o r a l  l except the f i r s  t c h i l d to  P r o v i d  ^ d  s f
0
 

f a m i l y with s u f f i c i e n t support to meet the b a s i c ne ^ 

i t  s c h i l d r e n . He regarded i  t as reasonable to expe
 t  s 


incomes of those i  n work to meet a t l e a s t the l i v i n g 

of the parents and one c h i l d but recognised t h a t  ^ a t 

f a m i l i e s w i t h more than one c h i l d could not manage 


the War­
such f a m i l i e s had s u f f e r e d p a r t i c u l a r l y before 


v e l
the  l e
 

8.3 But when f a m i l y allowances were introduced, ^ ^ 

of allowance was lower than he suggested. What i ^ r 


a llowances were not r e g u l a r l y uprated and so l o s t t e  d 
r a S 
  

v a l u e . As a r e s u l t , the f a m i l y allowance system  in 
n


+• f o r c h i i 

unfavourably w i t h the more generous support i« ^ r a t e 
the r e s t of the s o c i a l s e c u r i t y system. Higher ^ ^ n c e 
help was p a i d to those w i t h c h i l d r e n on n a t i o n a l 1 j j i e s 
b e n e f i t s and higher a g e - r e l a t e d help was given r  y e n t a 
  

through f i r s  t n a t i o n a l a s s i s t a n c e and l a t e r supP h
w h i c 
  a l l o w a n c e 

b e n e f i t . Although the system of c h i l d tax a-t a i n e a  ' 
r e m 
  

s
had long been a f e a t u r e of the income tax s y s t e m 
  
a l l o  w n c e 
  

and was put on an a g e - r e l a t e d b a s i s with higher  , e S t
a
 

• were l  c 


f o r o l d e r c h i l d r e n , f a m i l i e s on lower income* 

able to b e n e f i t from them. 




i n the p a t t e r n of s o c i a l 
8.4 The r e s u l t was a s e r i o u s gap ^ _ 

security p r o v i s i o n . For those wi h e S t a t e 
b  e  n  e  f  i  t  s _ t
 

wholly dependent on s o c i a l s e c u r i t y e ^ ^ b r i n g i n g up 

rig h t l y provided f o r a l  l the e s s e n t i a ^ r e c o g n i t i o n 

children. And f o r those i  n work, t e 


+-v.T-miah beneliv-s euiv* 
o f 
  . and made a c o n t r i b u t i o n tnrouy  b r i n g i n g up 
b u r d e n s  o f


concessions to, the e x t r a f i n a n c i a ^ incomes, 

children. But f o r those working f a m i  ̂ n the 
b e t w e e
 

t h i s c o n t r i b u t i o n was i n s u f f i c i e n t . ^ ^  Q U f
t  o
 

l e v e l s of a s s i s t a n c e w i t h c h i l d r e n prov working 

*ork and to those i  n work was such t n a ^ ^
 w o r k  > 


families could be worse o f f than i  f tney 


^ U y _  n c ^ ^ I
 

•+.V, t h e s e problems An attempt was made t o d e a l w i t h t ^ 

through the i n t r o d u c t i o n of fam i l y incom f a m i l i e s 

* 197X,  i s p a i d only t o t o r e p l a c e 
T h i  s

W l  t  h c h i l d r e n . I  t was followed by the p P & h  i  l  d 
c 
  

b°th c h i l d t a x allowances and f a m i l y a l i o  ̂ 

tax c r e d i t . T h i s e v e n t u a l l y r e s u l t e d ^  b Q h
t a l l o w a n c e s 

w h  i c h , a f t e r a t r a n s i t i o n a l p e r i o d , ^
 w o r k i n g 


l  n
 l g  7 9 . c h i l d b e n e f i t helped i  n p a r t i ^ ^ .  ̂ ^ 

l i l i e  s too poor t o tak e f u l  l advantage _^ ̂ h o l d s  , 
t h r e S 
  

allowances though, w i t h t h e r e l a t i v e f a ^ a g a i n s t 

the numbers were r e l a t i v e l y s m a l l - An i
 a l 


t h  e
 b e n e f i t s f o r c h i l d r e n payable under t he ^ 

^surance and supplementary b e n e f i t schem . 

Ganges have helped t o move the balance i  n t n 

^ ^ c t i o n  . 


8 ' 6 But these changes have not removed the problems. 

V a  s
 introduced as a temporary measure. popular. I t  s 

^ i n i s t r a t i v e l  y simple b u t i  t has not prove ^ ^ 

U a t
 r ate allowances f o r c h i l d r e n are ou .t ^ 

* * * * * to f a m i l i e s on supplementary b e n e f i t . 

b  e e n


f 
   cpen to manipulation by those c l a i m i n g i - ^ 

f
 ^ l i e s  , e s p e c i a l l y those w i t h l a r g e r f a m i l i e s 




' f they 
c h i l d r e n , can s t i l  l f i n d themselves worse o f f than 1 

were unemployed. The combined e f f e c t of i n c r e a s i n g 

deductions f o r tax and n a t i o n a l i n s u r a n c e and reducing 

b e n e f i t l e v e l s as income i n c r e a s e s mean t h a t dispos 


f a c  t f a l - 1 ' 

f a m i l y income s c a r c e l y r i s e s a t a l l  , and can i  n - t  ̂ 

over s u b s t a n t i a l ranges of gross income. The d i s m 

produced by these e f f e c t s to work and to s e l f - h e l p 

exacerbated by the way t h a t c h i l d b e n e f i t and FIS are ^ 

normally to the wife, so t h a t wage earners may not 

aware of the t o t a l income which t h e i r family i  sr e 


thresholds 

8.7 The Government's s t r a t e g y of r a i s i n g tax 

and thus reducing the burden of t a x a t i o n on low incom 

f a m i l i e s i  s an important p a r t of the answer to thes _̂ 

problems. The i n c r e a s e s announced i  n the Budget m 


i term5' 

tax t h r e s h o l d s are over 20 per cent higher i n r jounced 


i n s u r a n  ° e
than i  n 1978/9. The changes to n a t i o n a l i i i e  s 
f a m 
  

i n the Budget w i l  l a l s o mean t h a t the lowest paid ^ 

w i l  l pay l e s s i  n c o n t r i b u t i o n s . But the r a i s i n g °^ oUgh they 

t h r e s h o l d s and changes i  n c o n t r i b u t i o n s , h e l p f u l 


G o v e r n i n e n t
a re, w i l  l not be s u f f i c i e n t to meet the r i t  y 
r o i n 0
 

purpose. Because f a m i l i e s w i t h c h i l d r e n are i n 

among low-income households, such means cannot 


r,-t- theref°re 

p r e c i s e l y t a r g e t t e d on them. The Government w ^ 

c r e a
b e l i e v e s t h a t a new approach i  s r e q u i r e d to ^ f o  r some 


e f f e c t i v e bridge between income i  n and out of wo 

of the poorest f a m i l i e s i  n our community. 


, , pen e f i t 


c 1
8.8 Nor does the Government b e l i e v e t h a t e
t n 
  

can be the r i g h t v e h i c l e . Although, s u p e r f i c i a ̂ ^ t e  d 

unemployment and poverty t r a p s could be l a r g e l y c h i l d 

f o r f a m i l i e s w i t h c h i l r e n by f o r i n s t a n c e d o u b l y
 h  e 


l l l l
 ° n o b J e C t l V  ^
b e n e f i t , the c o s t of doing so - some £4b
 
o u r


i n s u pportable and completely i n c o n s i s t e n t with  ^  gre* 
e


, a. n e e d . 
of t a r g e t t i n g help on the areas of g r e a t e s t  ̂  & to 
& c t e 
  

bulk of the e x t r a spending would i  n f a c t be t h e i r 


those w e l l able to meet the c o s t s of bri n g i n g 




 a l t e r n a t i v e 
t t n e
children. Nor does the Government
 b u t 


Proposal t h a t c h i l d b e n e f i t shoul ^ ^ ^  ^
 o u l  d 


o r
Ejected to a means t e s  t  ' churning' and 
res u l t i  n an unacceptable degree ^ ^ Government's 

a 9 a ^ n *
means-testing. I  t would a l s o go  f a m i l i e s 
q £ a l l


hasic acceptance t h a t the r e s p o n s i b i l i t i 

with c h i l d r e n should be recognised. 


fore propose any changes 

8 - 9
 The Government do not t h e r e i * b e n e f i t w i l  l 

t  0
 the b a s i s of u n i v e r s a l c h i l d benef1  .  to the c o n t r i b u t i o  n


continue to be p a i d t o a l  l mothers as a proposed 

c°st of bri n g i n g up c h i l d r e n . Nor a r  e x t r a 
i d  e


* one parent b e n e f i t which w i l  l continue to 

h e  l  P to parents b r i n g i n g up c h i l d r e n alone. 


^iJX-gredit 

to introduce a new 

Inste a d the Government propose o b j e c t i v e s 


d a n i s  m to a s s i s  t low-income f a m i l i e s . ^ ^ 

w i l
 i be to provide e x t r a support t o thes ^ l  e 
p 0 S s i b
 

accordance w i t h t h e i r needs; t o ensure a ^ ^ 

^ t they are b e t t e r o f f i  n work; and t o ^ 

t h i e v e improvements i  n fami l y income oy 9 n a  l t a x 
m  r  g  i 
  

e c a U S 6

y  c r e
l o s i n g a l  l the b e n e f i t s  b  °  /f ™ l d i  t ­

r a t e s  ­ The new system - t o be c a l l e d  income 
i o n  t 0


V i l
 l a c t both as an o f f s e t t o t a x and an ad ^ .  ̂ 

f o  r
 those on low ear n i n g s . The c r e d i t w i l  l ^ 

lncome supplement and w i l  l be so s t r u c t u r » - ^ Q
t
 

C 0 W l  P a t i b l e w i t h the b a s i c income support s aware 
l o y e e
 

f ^ U e  s w i t h c h i l d r e n n ot i  n work. Tom a  * d i  t t n e  c r e
 

£
 the f u  n exte n t of the h e l p they ar 

The 


W 1 U
  » ep a i a  b y  e m p l o y e r s through t he p a j p a  * ^ ^ ^ 

e e
f o y e r  s  „  the amount ofb " £ f
i u d e d u c t  t h  e w a g  e 


n a t  i ° n a  l insurance payments and the e f fee  h i s 
d a l l d


W i l l be t h a t he w i l  l see h i s payment « , 
1 D c  *  e  f a m i l y r e s p o n s x h i l  e n h a n c e  d  t 0  r e f l e c t  h i s




8.11 Under t h i s proposal anybody i n work with children on 

low income w i l  l be able to apply to the DHSS for a 


,  reference 

c r e d i t . The b a s i c e n t i t l e m e n t w i l  l be assessed  H  v


to r a t e s r e l a t e d to those applying to supplementary  b ^
 o m e 


and reduced i n p r o p o r t i o n to the amount by which h i s ^ 

exceeds a minimum l e v e l . T h i s weekly entitlement w 


f h i s norma* 
be n o t i f i e d to the employer and p a i d as p a r t 01 
net pay. The employer would recoup the c o s t from 
c o n t r i b u t i o n s or tax he has to pay to the Government. 

•*-+- o f the 
8.12 The f a m i l y c r e d i t w i l  l be an i n t e g r a l p a r t ^
 I  t 


take-home pay of the wage earner i n low income £ ^  ^ o r  e 


w i l  l put such f a m i l i e s i n a p o s i t i o n where they can ^ 

c l e a r l y the l e v e l of income on which they can oep those 


 W  i 
• v,.- reason,
which they need to p l a n t h e i r l i v e s . For t n x s ^ 

i n r e c e i p t of f a m i l y c r e d i t w i l  l not r e c e i v e free
 m p  t 


meals or f r e e w e l f a r e foods (although they w i l l h e  ^ t  w j j  i 
i
 

c
from NHS c h a r g e s ) . I n s t e a d the r a t e s of family l  s 
m e a
 

be enhanced to provide e x t r a cash help. Free s i p  t °^ 
r e c e
 

and f r e e w e l f a r e foods w i l  l continue f o r those 1 X  1 f  r  e 
w e l  a 
  

supplementary b e n e f i t but the low income scheme h.ool 
sC


foods and l o c a l a u t h o r i t y d i s c r e t i o n a r y schemes 

meals w i l  l be ended. 


 , substantia 
n  t


8.13 The f a m i l y c r e d i t scheme w i l  l represen ^ ^
 l o  W 


change i n our approach to h e l p i n g working f a m i l i  e  ^ Q
 a r  e 


h
incomes. F i g u r e 6 shows t h a t i  t w i l  l reward  t ° ^  i  worse 
n g


s e e k ing to help themselves and prevent f a m i l i e s d r e n 
c h i l 
  

o f f i n work than unemployed. I  t w i l  l ensure t h a  ^ . e d  > I t 

i n a l  l low income f a m i l i e s can be p r o p e r l y supp ^ 

w i l  l put e x t r a help i n the pay packet r a t h e r ^ 

b e n e f i t order-book. And i  t w i l  l reduce the wor 

d i s i n c e n t i v e e f f e c t s of the poverty t r a p . 




Figur e 6 . THE EFFECT OF THE FAMILY CREDIT SCHEME TAKING ACCOUNT OF CHANGES IN OTHER 
RELEVANT BENEFITS INCLUDING SUPPLEMENTARY BENEFIT AND HOUSING BENEFIT 

Marrie d couple w i t  h two c h i l d r e  n aged 11 and 15. 


income in work 



CHAPTER 9: PROVIDING INCOME SUPPORT 


B a s i c income support 


9.1 Supplementary b e n e f i t i  s the main provider of help 

f o r those i  n need i  n t h i s country. I  t i  s based on a d . 

d e t a i l e d t e s t of i n d i v i d u a l circumstances and person 


that time 


n e e 
  

* n
A n a t i o n a l scheme has e x i s t e d f o r 50 y e a r s .

the scheme has changed c o n s i d e r a b l y . But what i  s most 


much 01 n o t i c e a b l e i  s not how much has changed but how mu 
have today 1  5 

o r i g i n a l concept has s u r v i v e d . The scheme we n « v 


+-he endOJ­
the descendant of arrangements i  n p l a c e before tn 

the Second World War. Beveridge gave l i t t l  e a t t e n t i o 


,  • n a  t e tne 

a s s i s t a n c e as he.expected h i s proposals to e l i m i  ^
 t 


r
need f o r a d d i t i o n a l help f o r a l  l but a r e s i d u a l  g ^ Q i  t h a  s 

the scheme has always played a mass r o l e . Since i d u a l 
r e S 
  

never d e a l t w i t h l e s s than 1 m i l l i o n claimants.  ^  have 
e l S


scheme has been an unachieved aim. But many re 

concerned themselves p r i m a r i l y with t h a t aim an s t a n c e 

l a r g e l y ignored the question whether the s o c i a l as ^ 


daJ t̂scheme was co n t i n u i n g to meet the needs of the

as i  t could. The Government's proposals t a c k l e 

q uestion d i r e c t l y . 


t n r e 6 . " ^ 
9.2 At p r e s e n t the scheme s u f f e r s from  for 
t


 d f a
problems. F i r s  t i  t i  s too complex. I  t i  s ^ ^ o n t a i n  S

 c 
  

c l a i m a n t s to understand and f o r s t a f f to run. being 

mass of d e t a i l e d r u l e s , w i t h the b a s i c p r o v i s i o n s 

o v e r l a i d by a s e r i e s of q u a l i f i c a t i o n s , d e t a i l s  j s 
 u l  t


s p e c i f i c a t i o n s and exceptions to the r u l e s . ^
 h ow 

n d e r s t a n
t h a t many claiman t s have l i t t l  e r e a l  u ^  i e  d to­n i t
 

h 0 t h e i r b e n e f i t i  s worked out or what they are ^ ^  e *l e d q

Help may t h e r e f o r e go to those with the b e s t ^
 A J l  d 


a re not n e c e s s a r i l y those who need e x t r a help , o 

j • „ knowledge °-

t
 

s t a f f are expected to have encyclopaedic iw 




 T n e
i n d e c i d i n g h e l p .

make extremely d i f f i c u l t judgements b e l i e v e people

re s u l t  i s a very s t a f f - i n t e n s i v e scheme,

want a simpler system. 


nf  scheme tends to be
second, the b a s i c purpose of ththee ^
 i m p o r t a n t 


swamped by the e x t r a a d d i t i o n s  t o i t  . l y income f o r
w e e k
 

role of the scheme  i s to provide a regu a
 d i f f e r e n t 


claimants on the b a s i s of s e t r a t e s of ne p ^ ^ 

croups of cl a i m a n t s . But the ̂  ^
 a d d i t i o n s  t 0 


account of i n d i v i d u a l need through weekly ^ 

^ e f i  t and one-off payments.
 t i c a l 


S ™ e of the e x t r a payments a r e now f o r a l l p * ^ 

P t o s e s already p a r t  of the b a s i c benefL . • ^ ^
 W E 


l o  * i e r r e f l e c t p r e s e n t day s o c i e t y or to y ^
 f o  r 


1
faced w i t h a mushrooming of  ^  y a .
& e r

s P e c i f i c items now t o t a l l i n g almost t h r e e 


n
Ascending to what by any standards are ^ l i v e r y
e f f i c i e n t d e 
  

t o
 administer t h e s e r u l e s puts  a t r i s k e u n d e s i r a b l e 
of •  4 . Tt a l s o l e a u s u« « 
U I
 income support f o r c l a i m a n t s . ^ D e t a i l e d questions ­
d e  g r e e of i n t r u s i o n i n t o c l a i m a n t s ' l l v e S  ' o
a r e  n e e d e d  t
 

o f  t e n on personal and s e n s i t i v e matters - a
 a r r a n g e m e n t s a r e 


administer the r u l e s . We b e l i e v e t h a t tne b i l i t  y
p o n s i
 

* 0 t cost e f f e c t i v e and t h a t they undermine people 

£ o  r
 managing t h e i r own l i v e s . 


9 4 , t a r a e  r e s o u r c e s  t o those
* Third, the scheme does not t a r g e tt
 o £ 


^ e d help most as e f f e c t i v e l y as  i t coul d 

h e l  P  »
 f o r cl a i m a n t s o v e r a l l has doubled  i n
a i l a b l e


s i n c  e 1 9 4 8  .  0 r i g i n a U y , common r a t e s 

* l a s t t e n y e a r s t h e r e has been a  » « ^ £ i i
M t
 

b e t  » « a n g r o u p s f c l a i m a n t s . The higher ^  r a
Q e l 


*» P a r t i c u l a r those f o r pens i o n e r s , have i n c r
 q £ 


^  b Y over one f i f t h s i n c e 1973. And « «  * *> 

d o n e r  s i g e t e x t r e help e.ch weex on top
a s o


 - ^ r i l g f v l f i n 0 A p p e n d i x " " ^ 1



b a s i c r a t e s . By c o n t r a s t , the o r d i n a r y r a t e s have i n 
4-v.at rates 01 

by l e s s than one t e n t h . The Government accept tnau 

help f o r d i f f e r e n t groups should d i f f e r . But there i 

evidence to support some r e - a l l o c a t i o n of help towards 

f a m i l i e s w i t h c h i l d r e n . 


_ , +-hat the 

9.5 A f u r t h e r problem i  s c r e a t e d by the f a c t uio 

means-tested b e n e f i t s d i f f e r both i n terms of t h e i r 


• A This 
s t r u c t u r e and the r u l e s by which they are applied. , t 


c O T l S i S ten « 

mismatch undermines attempts to e s t a b l i s h a more 

system of help f o r people i n and out of work, ^ ^ f f e r e n  t 

divergence may be needed - d i f f e r e n t b e n e f i t s have 

f u n c t i o n s - but there i  s l i t t l  e d i s pute t h a t one of ^ 

problems of housing b e n e f i t , f o r i n s t a n c e , has a r i s e n 

the l a c k of a common b a s i s f o r a s s e s s i n g income s^p^ t e  d 
c r e a 
  

The r e s u l t i  s housing b e n e f i t supplement - a bene y
tar


s o l e l y to d e a l with the d i f f e r e n c e s between s u p p l e  m 


he no-one »
^ c
b e nefit, and housing b e n e f i t r u l e s . That can
. • • preater 
i d e a of s e n s i b l e s o c i a l s e c u r i t y p r o v i s i o n . ^ 

c o m p a t i b i l i t y i  s impossible w h i l e supplementary


• i pvtra neJ-F 
 f o  r 

i t s e l  f o f f e r s such a wide range of p o t e n t i a l 

i t  s c l a i m a n t s . 


9.6 The Government have concluded t h a t these 

r e q u i r e r a d i c a l change and the replacement of nment 
re r 


supplementary b e n e f i t system. I n i t  s p l a c e .Hons­
f u n c t i u . 


w i l  l provide a system to f u l f i l  l two separate . j . w l J 

F i r s t  , t h e re would be a system of incojne^sup^prt. ^
 t h e  y 


n C e
° m
p rovide people w i t h a reasonable l e v e l of  i  system 
T h e


d i v i d  u  a  l 
w i l  l be r e s p o n s i b l e f o r managing as they wish. ^
 i  n 
  

w i l  l not provide i n d e t a i l f o r every v a r i a t i o n  hy 
 l  y


c i r c umstances. B e n e f i t w i l  l be determined e»  f o r « 

c
11 nwant'  y.g 

age and f a m i l y r e s p o n s i b i l i t i e s w ith e x t r a a i l  l 
Thus tne^-

w 

l i m i t e d number of s p e c i f i c c l i e n t groups. ^  ^ o  r 
 t  0 
a lower r a t e f o r those under 25 and a higher r ^ o n

. . . • f i a t - r a t e addi«- . l  d 

p e n s i o n e r s . F a m i l i e s w i l  l r e c e i v e a i J . a u h e* e a C 
  

the b a s i c r a t e as w e l l as a g e - r e l a t e d amounts 




to the long-term s i c k 

Extra allowances w i l  l be payable  g r e a t e r 
t h e i r


and disabled, and lone p a r e n t s , r e e c ^ ^ Q t t e
b h h
 

needs. T h i s income support scheme w i  ̂ ^ ^ ^ marriage, 

Present s t r u c t u r e of s c a l e r a t e s ( b a S  ^ .   time on 
t i e s a n d


householder s t a t u s , f a m i l y r e s p o n s i b i i ' 

benefit) and the sep a r a t e system of weekly 

Payments. 


»••» The scheme w i l  l a l s o ,1V. m ^ T P e encouragement to ̂ 
People to save and tak e on work than ^ 


£  « « c a p i t a l r u l e - ~ J ^ ^ t - operates 

« . O o o savings i  s not e n t i t l e d t o « ^
 b e 


u n fairly and discourages t h r i i t  .  • b  reduced on a 
e


^ c r e a s e d to £6000 although b e n e f i t wi  £.3,000 
b e t w e e n


s i  * P l e s l i d i n g s c a l e f o r those w i t h s a v i g ^ i i n
h e p g 


and £6,000. T O h e l p them i  n seeking «  1 ^
 a n Q 


themselves some groups - lone p a r e n t s , ^ _w
 i U  b e 


c°uples who have been unemployed f o r two y ^
 i s 


f e
avowed to earn up t o £ 1 5 a week * «  ° '  ^  change 
t h i  s


affected. The Government w i l  l want t should be 

***** out before d e c i d i n g whether f u r t h e r changes 

made i n the earnings r u l e s . 


9 . t h a t alongside the new 

y >  8
 The Government re c o g n i s e t h a t , provide f o r 

income support scheme, i  t w i l  l be n e c e s s a r y ^ ^ & 


t h  e
 exceptional circumstances and emerge d i f f i c u l t y 
V e r i t y of claiman t s and t o help those who f i  n ^ 
l  n
 P a g i n  g t h e i r r e s o u r c e s and b u d g e t i n g . ^ 

t h e s  e Problems are d e a l t w i t h i n e f f e c t i v e i y
 m s  > 


S i
 ^ l  e payments and e x c e p t i o n a l needs V ^ n t s J 

^ systems have become unacceptably ^ 


r e  g
t e n s i v e  . T h e  y a re s u b j e c t t o complex e e d e n  t 
d p n
 

A c t i o n  s as a r e s u l t of which h e l p i  s o f t e n ^ 

e
* °  r  on i n t r i c a c i e s of i n t e r p r e t a t i o n than on 9
 fl  b y & 


"Cessment of need. These arrangements w i  i
 d h s S 


o l
^ astern of s o c i a l a i d . I  t w i l  l be  * t * ^  a p p r o p r i a t  e 

l 0 C a  l
  c a d i s c r e t i o n a r y b a s i s so t h a t app 
f f i c e s  o n




and f l e x i b l e help can be given to those i n genuine need. 

The s o c i a l a i d budget w i l  l be cash l i m i t e d and subject 

c l o s e monitoring to ensure t h a t i  t i  s being operated 

a p p r o p r i a t e l y . S t a f f w i l  l be s p e c i a l l y t r a i n e d to ass 

i n d i v i d u a l need, to o f f e r help w i t h budgetting problems 

to a s s i s t the more v u l n e r a b l e groups who face specia 

d i f f i c u l t i e s  . 


sider the 

9.9 I n the longer term, the Government w i l l cons 


• i A A to promote 
f u r t h e r development of t h i s a s p e c t of s o c i a l a i a r 
our o b j e c t i v e s of encouraging c a r e i  n the community 
mentally and p h y s i c a l l y handicapped, e l d e r l y and me 
i l  l people. At present, the s o c i a l s e c u r i t y system 


• t,he case 
n


e i t h e r be seen as an automatic paymaster, as i«  ^
 e 


r e s i d e n t i a l c a r e , or as a b a r r i e r to the most sens ^ ng 

of cash and s e r v i c e s f o r people. What we should be 

which can 
f o r i  s a more e f f e c t i v e and r e s p o n s i v e system wn 

f-i t scheme, 
b r i n g the r e s o u r c e s of the supplementary b e n e i i 

j health 
o c i a  l 
l o c a l a u t h o r i t y p e r s o n a l s o c i a l s e r v i c e s , ana
 s
 

a u t h o r i t i e s together i n a c o s t - e f f e c t i v e way to me 

and f i n a n c i a l needs. 


hemes w i l 1 ' 

9.10 The new income support and s o c i a l a i d sc ^ ^ j _  s 


not g e n e r a l l y provide a s s i s t a n c e w i t h housing c  ­ m  e


i  s l a r g e l y provided through the housing b e n e f i t e n t a r ^ 
l e m 
  

d i s c u s s e d below. At present, people r e c e i v i n g  s ^ ^ n t  s 

b e n e f i t can get a s s i s t a n c e w i t h mortgage i n t e r e ^ nCOme 

as p a r t of t h e i r b e n e f i t . For those dependent  ° "  but 
 t  /


support f o r long periods help from the State i  s h o u l d 

s
 

the Government b e l i e v e t h a t short-term d i f f r c  U
 t h  e 

be handled by arrangement between the m o r t g a g e e ^ 
mortgagor, r a t h e r than by the S t a t e . Indeed, so  for  S  /


 repay1 1 1 6 1 1 
mortgagors now operate arrangements under w

i n s t a n c e i n i n t e r e s t r a t e s , are not r e f l e c t e d  ^ g c  e 
u r a n
 

f o r up to a year afterwards; and others o f f e r
 T h  e 


, redundancy • 

a g a i n s t c o n t i n g e n c i e s l i k e s i c k n e s s ana ^ State 

Government t h e r e f o r e t h i n k i  t reasonable t h a t 




f o r the i n d i v i d u a l ' s 

should only accept r e s p o n s i b i l i t y ^ ^ i n t e r r u p t i o n of 

in t e r e s t payments once i  t i  s c l e a r ^ ^ t h e r e f o r e proposed 

employment i  s no longer temporary.  under the 
g  p a y a b l e


that mortgage i n t e r e s t should only ^ ^ b e n e f i t , 

income support scheme a f t e r the f i r  s 


9-11 i n o t a r y b e n e f i t̂ by the
 The replacement of s u p p l e m e n t a r y ^ ^  new 
m o s t 

income support and s o c i a l a i d schemes
radica l change i  n the s a f e t y n e t of sup
State since the 1930s. I  t w i l  l p r e v i a

 p 

t 

r  o  v  i  d  e  d by the 
 l e  r a n  d  m 0 r  e 

i v e l y  w i t n 

i n t e l l i g  i  b  l  e system, a b l e to d e a l more
^nuine needs. D e t a i l e d p r o p o s a l s a r e 
o  f Volume 2. 

^ ^ Chapter 2 

§Sasing__costs 


s a l s f o r housing b e n e f i t b u i l d 
The Government's pr o p o s a l s L provide a ° * the reforms of supplementary b e n e f i t . 

f a i  r e  r and simpler system f o r a s s i s t i n g forward the 

h°useholds w i t h t h e i r housing c o s t s . t o g e  t h e  r the 

c h a  n g e s made i  n 1982 and 1983 which  DHSS 
 t  h  e


s eparate b u t overlapping schemes 

and the l o c a l a u t h o r i t i e s . 


t n t s t e p forward from 

9 - 1  3
 The p r e s e n t scheme was an i « J P O E  » v e m e n t has 
a c h i e 
  

e
^  Previous fragmented systems, i  w  r n d r a t e s 
e t a n 
  

b e e  n to f o c u  s t h  e a d m i n i s t r a t i o n o f h e l p s  i  g  n  i  f  i c a n t l  y 

I  n
 °ne p i a C e  : t he l o c a l a u t h o r i t y . This, ^ ^ 

e a s  e d the work of supplementary b e n e f i t t a r  y 
l e m e n
 

* U < *  * proposals f o r the s i m p l i f i c a t i o n of W 
b 6 l  * £ i t to be developed. But the scheme i  s  . nn t r o d u c t i o
 

U n s
 a t  - n f r e s p e c t s and i  . 
i s f a c t 0  a  n u m b e r  0
 

C t e  * t e d major a d m i n i s t r a t i v e problems f o r many ^ 

a u t
 ^ r i t  i e . consequently the Government s
s
 

^ P e n d e n t review of the scheme i  n
 **™ff£s 
i s being p u b l i s h e d a t the same time as 
document.1 
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9.14 There are three main d i f f i c u l t i e s with the structure 

and scope of the scheme. F i r s t  , i  t does not provide ^ 

e q u i t a b l e treatment to a l  l r e c i p i e n t s . Housing benefit 

s t i l  l b a s i c a l l y two separate schemes: one for those on 

supplementary b e n e f i t and one f o r other claimants, with 


f income 
d i f f e r e n t e n t i t l e m e n t r u l e s and d i f f e r e n t t e s t s O J . 
and c a p i t a l . People on supplementary b e n e f i t can r R e V  ̂  e  W 

more help than others on s i m i l a r net incomes. As the ^ 
Team noted, t h i s i  s u n f a i r and can s u b s t a n t i a l l y weake 
i n c e n t i v e s . 

, The 

n
 

9.15 Second, housing b e n e f i t i  s too complicated. ^ ^ 

d i f f e r e n t r u l e s f o r those on supplementary b e n e f i t a .
 n 


o ther households•are i n themselves a source of compl1 


and confusion f o r c l a i m a n t s . Attempts to reduce 

i n e q u i t y caused by d i f f e r e n t r u l e s have l e d to i ^ 

c o m p l i c a t i o n s : the prime example i  s housing bene j . n g 
h o U S 
  

supplement. Another source of complication i  s that 

• A^-rxi 1 to 

b e n e f i t a l s o attempts to r e l a t e b e n e f i t i n aetaj. 
i n d i v i d u a l circumstances: more so than most housing  ^ e aspects 0i­
a s s i s t a n c e schemes abroad. Moreover c e r t a i n a F 

i g t i i c 

scheme have p a r t i c u l a r l y complex r u l e s , f o r exa 

treatment of students and of high r e n t s . 


i r a e number oi 

a y
9.16 T h i r d , housing b e n e f i t goes to a very i  

a
 

t n a  n
households - about one i n three - much higher

• i s e c u r i t y i 

c o u n t r i e s w i t h s i m i l a r economies and s o c i a l o n t r ° c
 

systems. The Government have a l r e a d y taken s 
. > -i -i room £° ¥ 

the scope of the scheme, but t h e r e i  s s t i x x ^ most­
re s o u r c e s to be d i r e c t e d more to those who need 

s i n t h  e S C°Pe 

e f ° r  there w e r  e 
9.17 The Review Team c a l l e d f o r b a s i c  r " ^  a
 t


and s t r u c t u r e of the scheme s i n c e they found . ^ i n g 
t u n 
  

i n h e r e n t flaws which no amount of t i n k e r i n g ,.,eion­
2 4- -i-his c o n c l u & J  ­w i l  l put r i g h t . The Government accept t n i * 


Review team r e p o r t para 1.2 




 as proposed by the Review 

9-18 The fundamental reform i s  , v i n  g the c a p i t a l 


A  k


 i n c l u d
 

Team, to a l i g n the e n t i t l e m e n t r u l e s ­ f i t  w i t h  t h o s e 


h o u s
r ^  e - and the income t e s t f o r ™  w i l l r e p  l a c  e 

f°r the new, income support scheme w ^ f income 
r e c e i p t  c
 

supplementary b e n e f i t . A l  l househo ^ ^ t h e r e f o r e i  n 

support or a t e q u i v a l e n t l e v e l s o f i  n
 t h e i r 


future be e l i g i b l e f o r the same l e v e l of help 

rent and r a t e s . 


A . v ^ t r e n t s should be 

9 ' 1  9
 The Review Team proposed t h a t ^ r e c e i p t of 

e l i g i b l e for f u l  l reimbursement t o a ^  The 
i n C o m e .

income support or a t e q u i v a l e n t l e v e s ^ ^ u a r d  s t o 
s a f e g 
  

Government accept t h i s p r o posals, su 3* ^ e n o t 
a r 
  

ensure t h a t the r e n t s charged t o sucn  be 
s a f e g u a r d s  w i l l


t r e a s o n a b l e . The e f f e c t i v e n e s s of t because 

monitored: i  f t h e r e were evidence < *  *
 o n f u l l 


t h  e
 taxpayer was meeting the b i l l  , the 

reimbursed would be reviewed. 


9 2n f r a t e s i  s c u r r e n t l y under 

y > 2
 ° The whole s t r u c t u r e o f r a t e s j o  r 
A  m a
 

r e v  i e w i n s t u d i e s of l o c a l government t i  n
 b e t w e e n 


l s s  ^ i n t h a t review i  s the need t o rene l  p 
t o  h e
 

P a
 ^ n  t for, and use of, l o c a l a u t h o r i t y s e r v 

0  W
e n s  u r e p r o p e  r  a c c o u n t a b i l i t y - ' r o  l o c a l 
 l o c a l  » e A f


^ s t i  c r a t e s continue t o be a s i g n i f i c a  ̂ l i t  y 
a C C 0 U n t a b i
 

authority income the Government b e l i e v e d to 
i r e 
  

^ be strengthened i  f every ^ ^ " ^ ^ mean t h a t 

a k  e
 some c o n t r i b u t i o n towards them. heme would 
d s C 
  

t h  e
 maximum l e v e l of r a t e rebate i  n a r e t 

b  e
 s e t a t l e s s than 100 per cent. 


9 ' 2  1
 B e n e f i t f o r households w i t h incomes above the income 
r  d 

s u  P P o r t l e v e l w i l  l be reduced by a simple, e  d 


n t f o r w a
 

 i  l  l  u  s  t  r  a  t 
  

°rmula r e l a t e d s o l e l y t o n e t income. * 

recommen­

l  n
 Figure 7. The Review Team based t h e i r ^ . ̂ ^ 

a a t l  o n S
 on separate formulae f o r r e n t and _
 t e r m 


C U C r  * n  t scheme. But they suggested t h a t m 



Figure 7 

I l l u s t r a t i o  n of Housing Benefit entitlement under current scheme 


i „ i - o  v benefit' 0 rStandard cases only - c e r t i f i c a t e  d cases (on supplemental 
receive 100% HB. 
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together as one sum. T h i s 

rent and r a t e s should be a s s e s s e d y h o l d s on
h o u s e 


»ould l ead  t o a r e d u c t i o n  i nthe number  o f ho 

ho s i n g b e n e f i t , f u r t h e r s i m p l i f i c a t i o n and g 


„ ^hn«?  most  i n nec>a.
concentration  o f re s o u r c e s on thos ee m 

r d i e s  of l o c a l government
Subject to the outcome of the s t u ^  ̂ Q u l d ^ a s i n g l  e 


finance, the Government agree t h a t e n t i t l e m e n t  t o 
assessment of housing c o s t s f o r determining
bousing b e n e f i t . 

. . y,. Review Team, l o c a l 

9 - 2 2 F i n a l l y , as recommended by the a d m i n i s t e r i  n g the 
authorities w i l l r e t a i n r e s p o n s i b i l i t y ^ 

scheme. But the r e w i l l be changes m  t n  c o g t s  > n
T
 ^ e 


t 0
 give a u t h o r i t i e s g r e a t e r i n c e n t i v e o 

Government w i l l seek a l s o  t o take
 b o t h 


^commendations f o r a more s y s t e m a t i c app '
O r a l l  y and l o c a l l y ,  t o the ^ ^ ^ Z Z o , n t 

^formation and c o s t c o n t r o l s and t o r treatment 

standards of ad m i n i s t r a t i o n ,  to ensure e q u i t y 

across the country. 


_ , . f v the substance  of 

9 - 2 3
 The Review Team sought  t o s i m p l ^ Y  t h a t
s 0

t h  * scheme and the procedures f o r i t s a ^ s t  r ^ ^ 

d i s t a n c e  i s provided on the same b a s i s 

^ i h l e  , and so t h a t  i t can ^ — ^ d
e n d o r s e
 

2 a n  d ' o s t -e f fec t ive lv . the ^ ^ 
^°se aims and the m o d i f i c a t i o n s  i t has p * reformed 
***** Team's r e p o r t are c o n s i s t e n t w i t h t h e ­

t a b l &
h 0  ^ i n g b e n e f i t scheme w i l l be more  ̂  ' i t  s 


e a s i e r for claimants and s t a f f  t o understand^* 
Ministrat ion w i l l be made more e f f i c i e n t and 

"• 2 4
q ,  £ housing
The Government's detailed p r o p o s a l s o r


benefit ^ ^ t h e r recommendations 

e
 f r t and t h e i r response  t o other  r e
 2 > 


the  . p t e r 3 of v
r e v i e w t e a m  Q u t n c h a 
  



 t n  e 
9.25 The i n t r o d u c t i o n of the new f a m i l y c r e d i t and

4-pnt w i t  n reformed housing b e n e f i t system, on a b a s i s c o n s i s t 


the new income support scheme, w i l  l provide a coherent 

i n t e g r a t e d b a s i s f o r h e l p i n g those w i t h low incomes, 


T • r A l l three c o n s i s t e n t w i t h the o b j e c t i v e s s e t out e a r l i e r . 

components w i l  l be operated on the same system of ' " ' n  C  ° ^  o  W 


t e s t i n g . T h i s w i l  l be based on net income and w i l l a 

+ • 1 - 1 n at preset­

more s e n s i b l e treatment of c a p i t a l r esources tnan 
i n order to r e t a i n the i n c e n t i v e to save. The income ^ 

u n e m
s upport scheme w i l  l give f a m i l i e s who have	 been ^ n t
t a C
 

n
f o r a long p e r i o d g r e a t e r encouragement to keep  i
 
with the world of work by a l l o w i n g a higher l e v e l o ^ 

earnings before e n t i t l e m e n t to support i  s reduced. 

system w i l  l do much to ensure t h a t those i n wor* 
* those who are 
incomes are not disadvantaged compared witn w » w ^
 n e  t 


out of work. By b a s i n g e n t i t l e m e n t to a l  l b e n e f i t s
 r e a g  e 


income, the new arrangements w i l  l a l s o mean that a 

• net income. 

i n earnings always l e a d s to an i n c r e a s e i n ne ^ 
worst e f f e c t s of the poverty t r a p t h a t can e x i s t n 
t h e r e f o r e	 be avoided. 


ards making 

9.26	 These proposals w i l  l be a major step tow 


a c i e r to 

the b e n e f i t system simpler to operate and eas ^ ^ m o r  e 

understand. Most importantly, they w i l  l e stablis'
 g 


v e
comprehensive and f a i r e r system which w i l  l	 g i  nd  D ^ 
a


g r e a t e r encouragement to help themselves -	 hy 


s e t t i n g out proposals f o r t a c k l i n g the s e r i o u s


s a v i n g

 

- than they r e c e i v e a t p r e s e n t . 

Young people and income support 4 
. „ d a White P *  * 

9.27 The Government have r e c e n t l y publishe p r o b  i e m S 
s c h 0  o 


posed by the c u r r e n t high l e v e l of unemplovmen ^ b e i n  g 

l e a v e r s . S u b j e c t to the outcome of Consulta 


9482/ 
 Education and T r a i n i n g f o r Young People, 
4



^ r v i c e  s commission the Youth 

conducted by the Manpower S e r v i c o b j e c t i v e o f 

f i n i n  g scheme i  s t o be expanded w i t h t n ^ ^ ^ 

guaranteeing t r a i n i n g f o r young people v i n  g 
l e a 
  

£»U-ti„e education f o r t h e two y e a r s ^ a ^ ^ 
s s t a n t
a«e. This w i l  l reduce ^  " "  *  b e f i t  . I  t o f f e r s 
e n
 

unemployed people c l a i m i n g supplement j
 fce 


^ prospect of a f u t u r e i  n which ^ ^ ^ s a t
o e d


a" option for t h i s age group No i o y e  d 
u n e m p 
  

> " s e „ t to the b e n e f i t entxtlement o f y J ^ . ^ ^  the  i  n


People. But t h i s w i l  l be grven f u r t n e g e m e n t s . 
a r r a n 
  

l i g h t of the development of the new t r a r n r n g 


9 ' 2  8
 The Government b e l i e v e s , however, t h a t young people 
 where 
b e n e f i t s

S h
 ^ l  i n g e n e r a l not r e l y on s o c i a l s e  c ^ 
d


 c l e a r i Y
can be avoided. T h i s a p p l i e s
  f o  r 


* * e  r education. Moreover, c l a i m s from student 
s uPPlementary b e n e f i t and housing b e n e i i ^ schemes, 
^^proportionate a d m i n i s t r a t i v e problems ^ u s u a l l y 
O c u l a r l  y as the amount of b e n e f i t i n v o 1 . t  0 


8 ^ U  . The Government b e l i e v e i  t r i g h t *JF£* 
e t
r e t  n r n to the s i t u a t i o n which e x i s t e d b ^  s t e t  s 
u d n
 

Production of supplementary b e n e f i t i  n ^  f a l i e  s m i
 

^ P o r t i n  g themselves by gra n t s , loans, n » towards 

t h e i r own earnings i  n v a c a t i o n s . Some i n n i n  g  0 f 


t h i  * o b j e c t i v e w i l  l t h e r e f o r e be made from tbe beg 

^ next academic y e a r and f u r t h e r changes v  r ^ 

c°nsidered i  n the l i g h t o f the outcome of the p ^ 

^ c c o n s u l t a t i o n f o l l o w i n g the Government s 

? a p e  r
 °n student support. 




CHAPTER 10 : PROVIDING FOR CONTINGENCIES 


10.1 Apart from pensions, the n a t i o n a l insurance system 

provides cover f o r unemployment, s i c k n e s s , maternity a n  ^ u  g 


death. But the development of these b e n e f i t s - t h e i r 

t h e i r r e l e v a n c e and the c o n d i t i o n s governing them 

v a r i e d c o n s i d e r a b l y . They are t h e r e f o r e b e s t looked at 

s e p a r a t e l y . 


P r o v i d i n g f o r unemployment 


10.2 Unemployment b e n e f i t was designed to be the 

support f o r people who l o s e work. I  t was to be earne 

c o n t r i b u t i o n s p a i d i  n previous work and pa i d for up 

year. But only h a l f of those becoming unemployed re ^ ^ 

unemployment b e n e f i t and a f i f t  h of those have i  t topP 

by supplementary b e n e f i t straightaway. Taking the 

unemployed as a whole, about two-thirds are e n t i r e l y ^  ̂ 

dependent on supplementary b e n e f i t . The overlap y
g n t a r 
  

the two b e n e f i t s - unemployment b e n e f i t ands u p p l e  ^ r Q i  n  0ne 

b e n e f i t - i  s confusing f o r cla i m a n t s who may move 

to the other. I  t a l s o leads to complication i  n 

a d m i n i s t r a t i o n . The two b e n e f i t s are handled i 

o f f i c e s by DHSS and the Department of Employment. 


10.3 Unemployment b e n e f i t , i  n i t  s p r e s e n t for / ^ 

n t e n d
c eased to be the main support o r i g i n a l l y  i ^ s been 
u
 

c o n t r i b u t o r y b a s i s of unemployment b e n e f i t has ^ 

devalued. People who t h i n k themselves insured a  a
t


 d e p e n d  S 
unemployment f i n d t h a t the insur a n c e b e n e t i ^ ^

r a t e l i t t l  e higher than supplementary b e n e f i t a
 a  S 


e oP l  e 
c o n t r i b u t i o n t e s t s which r e f e r back to periods x  ^
 e  p
 

* 0
much as two year s e a r l i e r . These t e s t s often * ^ i 0 * ' 

who have only r e c e n t l y j o i n e d or r e j o i n e d the ^ ^ e f ^ 

I  f they have c h i l d r e n they may need to have 

topped up by supplementary b e n e f i t . 




Mo i*© 

e r  ' i  f they t u r n to supplementary b e n e f i t f o r support, 


a v e t o r u n
res  ^  down t h e i r c a p i t a l , and to use up 

r C e s
th  ° U w h i c h might have helped them to s e t up i n b u s i n e s s 


V e s  '
 before they can q u a l i f y f o r i t  . The p r e s e n t 

system al i +• 
s


 J-L
 too o f t e n f a i l  s to provide a b r e a t h i n g space f o r 
a


 y

r e 
  ̂  unemployed person during which he can continue to 


S
fiene ^  ^ ° W n r e s  ° u r c e s and an adequate c o n t r i b u t o r y 

before he has to seek income-tested a s s i s t a n c e . 


IO.4  T h 

Government are t h e r e f o r e c o n s i d e r i n g - and would 

w elcome vi**. 


 o  n
s t r  U c t  " the p o s s i b i l i t y of moving to a new 

e
 for unemployment b e n e f i t under which: 


b e n e f i t would be payable f o r s i x months only; 


the s t r u c t u r e of the b e n e f i t would be 

a l i g n e d with t h a t of the income support scheme 

( i e i n c l u d i n g allowance f o r c h i l d r e n ) ; 


the r a t e s of b e n e f i t would be s e t above the 

income support scheme l e v e l s ; and 


e n t i t l e m e n t would be r e l a t e d more c l o s e l y to a 

t e s t of r e g u l a r r e c e n t employment than under the 

P r e s e n t complex c o n t r i b u t i o n c o n d i t i o n s . 


6 t h e
Uiiempx  a d v a  n t a g e of ensuring t h a t newly 

S u  P port p e o  P l  e d i d not need to apply to the income 


f i r s  t s i  x m o n t h s  ' '
^ i u c e n t h e m  e ^  i  t would i n c r e a s e 

 1 V e t o r e s 
^ t o plify ume employment q u i c k l y ; and i  t would 


s c n e m  e
^dminist-  both f o r claimants and i n terms of 

N a t i o n . 




P r o v i d i n g f o r maternity 

. j _ J two forms 

10.5 The n a t i o n a l insurance scheme has proviaea u 

of payment to a s s i s t mothers a t the time t h e i r ^ ^ ^ ^ ^ I Q 


born: a s i n g l e payment of a f l a t - r a t e grant, now aval 

j a weeKJ-y 


to a l  l mothers without any c o n t r i b u t i o n t e s t ; ana ^ 

allowance p a i d f o r a p e r i o d to mothers who have been 


j  .  j s deair 
r e g u l a r work and p a i d c o n t r i b u t i o n s . The grant J.=> ^ 
w i t h s e p a r a t e l y i  n the next s e c t i o n of t h i s chapte 
s e c t i o n concentrates on the allowance, which has the ^ 
e s s e n t i a l purpose of r e p l a c i n g the mother's earnings^ ^ 
pe r i o d around the b i r t h of her c h i l d to enable her 
up work. T h i s allowance i  s complemented by m a t e r — 
which i  s p a i d by.employers to women who have worked^ 
co n t i n u o u s l y f o r the same employer f o r two years 
give up work to have a c h i l d . 

10.6 The Government propose to r e t a i n both m a t e r  ^  j n  g 
o r k 
  

r
allowance and maternity pay to provide income f °  ,

+- t h  e Ti^ 

women who give up work to have a c h i l d . Bur ̂  ^ 

insu r a n c e maternity allowance w i l  l be changed. Q w a I 1  c e 


a
unemployment b e n e f i t , e n t i t l e m e n t to maternity ^
 c e n  t 


w i l  l be based more c l o s e l y on a t e s t of re g u l a r ^
 t  o n 


employment r a t h e r than the p r e s e n t complex c o n t r i
 r  S 


A m to tWO J 

c o n d i t i o n s which o f t e n r e l a t e to a pe r i o d up 
p r e v i o u s l y . And the p e r i o d during which matern ^  t e de  C 
  

allowance i  s p a i d - from ele v e n weeks before ^ ^ r  e 

week of confinement to s i x weeks a f t e r - w i l l p
u
 

f l e x i b l e to allow women more cho i c e about when 

work. 

Maternity grant and death grant 


r i < ? i n a  l 
. t h e  0
 

10.7 These two grants were i n c l u d e d i  n
 c 0 g t  s 


n a t i o n a l insurance scheme to cover the imme t i a  l 
g e n
 

r 3
a s s o c i a t e d w i t h b i r t h and death - pr o v i d i n g e  S  ^ g f ° 
i  d  i  n 
  

equipment and c l o t h i n g f o r a new c h i l d and P 




funeral. They have not maintainedj t h e i rr  v a l u e and - a t £ 2 5
i r 


» d  „ 0 r e s p e c t i v e l y - are h o p e l e s s l y i n a d e g u a t f 

taste.  a simple f u n e r a l  » ~  ^ ^ i n the ,

successive Governments have f a i l e d e i t n e  the 


E v e n


 l t


v a l u e of the g r a n t s or to r e p l a c e them. As a _ 

^ i n i s t r a t i v e c o s t of giving: out each g r a n t ^ ^ ^ ^ 

« r t a i n l y  i n the c a s e  o f death g r a n t - r e ^ 

Woportion  o f the v a l u e of the b e n e f i t i t s e i 

Awards the a c t u a l c o s t s  o f a b i r t h or f u n e r a l  i s y

^ U a b l e to those  i n r e c e i p t of supplementary benef 


W
At the i n c e p t i o n  o f n a t i o n a l

s<*«>ed r i g h t  t o provide S t a t e i n s u r a n c e l o r 

« n t i n g e n  c i e s . , u t  i n the 1980s t h i s  i s - " f ^ *
 n o w 


Owernment b e l i e v e can p r o p e r l y be d e a l t « i o n ,
p r o v i s
 

b e  i n g d e a l t w i t h - almost e n t i r e l y by i n d i v i d u a l pro 

e 9
^ o u g h insurance  i f n e c e s s a r y . The ^ « ™  f  ^
 o e e 


^ o n s i b i u t y should be r e s t r i c t e d  t o W * ^  *
 a r  e 


genuinely without means to meet these W W  * t y
m a t e r n i
 

P t = vided for. The i n t e n t i o n i s , t h e r e f o r e , t h a t m 

a M
 4eath grants w i l l be r e p l a c e d w i t h new p r o v i s i o 


•11 be provided only  to
Help w i t h m a t e r n i t y c o s l g w i l l  ^ 
p t  Q f


low-income f a m i l i e s , mainly t h o s  ^  p a i d
J t  w i l l  b e


new income support or f a m i l y c r e d i 

a t a f l a t - r a t e of £ 7 5 . 


Help w i t h f u n e r a l c o s t s w i l l be a v a i l a b l e ^ a 

S
d i s c r e t i o n a r y b a s i s from ^  ™ * ^ not the 


re s p o n s i b l e f o r p r o v i d i n g a tun
 t h e 


-eans to pay f o r i t . The DHSS w i l l h a v e ^ ^ ^ 

r i g h t to r e c l a i m money advanced  i t ^ deceased 

there were s u f f i c i e n t r e s o u r c e s (eg  t r 


. _nc.r h ut the 
Person's e s t a t e )  to meet the c o s u  , ^ e f f e c t i v e 
d i s c r e t i o n a r y arrangements w i l l ensure 
help  i s given q u i c k l y  to those who genuinely ne 
without i n t r u s i v e  o r b u r e a u c r a t i c proce 



P r o v i s i o n f o r widowhood 


pnt system 

10.9 There have been many changes s i n c e the prese
 g l  y 


o f b e n e f i t s f o r widows was introduced, which make i  t 

to r e a p p r a i s e t h i s area of p r o v i s i o n too. Society 


•+• i  s now an 

provides S t a t e b e n e f i t s f o r widows : e q u a l l y , i  t
 i  s 


+-hat t h e r  e A 

e s t a b l i s h e d f e a t u r e of p r i v a t e pension schemes t n a 

f i n a n c i a l p r o v i s i o n f o r widows. The balance between ^ 

twin p i l l a r  s of S t a t e and p r i v a t e p r o v i s i o n needs - ° 

re-examined. 


far fewer 

10.10 The p r e s e n t b e n e f i t s date from days when i 

married women worked. Today two t h i r d s of a l  l ma 


 w  l 
w i t h c h i l d r e n over school age, and over a h a l f of

at-t-ern oi 


between 40 and 60, go to work. The p r e s e n t patu ^ 

b e n e f i t s nonetheless provides support without reg  ^ e 


widows' other income i  n many c a s e s long a f t e r they 

ceased to be r e s p o n s i b l e f o r b r i n g i n g up c h i l d r e n - ( ^  i s 
e r  e


Beveridge d i d not propose t h i s . His view was t a ^ 

no reason why a c h i l d l e s s widow should get a pens ^ 

l i f e  ; i  f she i  s able to work, she should work' • ^ ^ 


e
has a l  l the more for c e today. The g r e a t e s tn ^  to 
l d r e n
p r o v i s i o n f o r widows of working age who have 
i-i +-o e s t a b U 5  1 


support, and f o r o l d e r widows l e s s able to 

themselves i  n work. 


three t y P e  S 


10.11	 The p r e s e n t system of b e n e f i t s provides iia00­
„ . a widpW_2 

a

of support f o r widows under pension age. « — —  a f t e  r 
a t a higher r a t e i  s p a i d f o r the f i r s  t s i x mon

Then, ^ h a  S  for bereavement, a t whatever age i  t occurs. •»• ^ \\&00­
c h i l d r e n , the widow r e c e i v e s widowed mother_J^^^ 
as long as they are dependent on her, witn  ^ t n 0  u  t 

payments f o r each c h i l d . For the o l d e r widow wi months­

 c  a 
c h i l d r e n widow's pension i  s p a i d a f t e r t n „-i 0 n

1­T7'^ow's pens-


The complications do not end t h e r e , wiaow 


1
 op c i t  , para 153 




n e  w i d o w i S 
Paid when widowed mother's allowance ênds, i  ft  i  s paid, 
p	 e n s i o n


then over 40. And the r a t e a t whic^	  q u a l i f i e s 
 g  h  e


f o r any widow, depends on the age a ^ ^  w h i l e 


for i t  . To g et the f u l  l r a t e she h a s ^ ^ ^
 r	 i s i n g 


between 40 and 50 she r e c e i v e s i  t 

scale. (Under 40 i  t i  s not p a i d a t a  l • ) 


10.12 The Government t h i n k the p r e s e n t  ^ ^ ^ ^ e 

^ f l e c  t the changed working p a t t e r n s ^ o s  e 
W e p r o p 
  

a v a i l a b i l i t y of h e l p through p r i v a t e ^  g v n  t l  l 
i	 e 0  a
 

f i r s t t h a t short-term a s s i s t a n c e shou
 o n 


widows a t the time they need i  t mos should be 

bereavement. Second, longer-term a s s i s ^ ^ e
&	 b l
 

better concentrated on those who are l e  a 

to support themselves. 


on the f o l l o w i n g 
1 0-13 The Government would welcome viewB ^ 

Proposals, which have been drawn up w  s i n g l e 
c e d  b y a


°bjectives. widow's allowance would t>e ^  w	 h i c n 

substantial lump-sum payment ( o f the or  d , d e a t h  .
s


v°uld be payable immediately a f t e r the n
 i	 M n e d i a t e 


T  h  i  s would be of more h e l p to a widow i  n ^  I  f 
m o n t h s .

P e r  i o  d of adjustment than a b e n e f i t p a i ^
 i t 


t h  e
 widow i  s e l i g i b l e f o r a c o n t i n u i n g D ^
  F	 R O M  T H E 


•	 be put i n t o payment a t the same.time ^ 
g i n n i n  g of widowhood, i n s t e a d of s t a r t  j ^ ^ ^ ^ 
W l < a°wed mother's allowance, which would ^  w	 i d o W S 


P r e s  e n t , would s t a r  t immediately on t h a ^ n
p	 e n s i o
 

Without c h i l d r e n would not q u a l i f y f o r a ^ q u a l i f y 
^ - they were 45 or over. K ^  ̂  j  ̂  l  d q u a l i f y 

r
 the lowest r a t e of pension; a t according t o 

s	 e
< ° r f u l  l r a t e . The r a t e would ^ "  *  r a n g e  S e  t 


* g  e at bereavement between 45 and 55 - an ag 

1 V  e
 years l a t e r than a t p r e s e n t . 




10.14 T h i s would, i n the Government's view, be a system 

b e t t e r attuned to c u r r e n t circumstances. Widowhood i s a 


c ontingency f o r which an i n c r e a s i n g number of people can 

, longer 


 n  o 
and do - make t h e i r own p r i v a t e p r o v i s i o n . I  t i  s

r i g h t to assume t h a t S t a t e p r o v i s i o n f o r widows should 


The twin 

continue to grow r a p i d l y , as i  t has i n the past. ±" 

p i l l a  r approach j u s t i f i e  s some r e - t h i n k i n g so that the 

S t a t e ' s c o n t r i b u t i o n i  s reduced and concentrated on thos 

who have the g r e a t e s t need. 

P r o v i s i o n f o r s i c k and d i s a b l e d people 


10.15 The p r e s e n t review of s o c i a l s e c u r i t y has not 

s
i n c l u d e d b e n e f i t ? f o r disablement. The Government
 & l & i  t 


o b j e c t i v e here, as elsewhere, would be to secure a  ^
 e 


and b e t t e r t a r g e t t e d system, c o n c e n t r a t i n g resources 
term ai*" * 

most s e r i o u s l y d i s a b l e d : t h i s remains the long-*- ^ a t i o " 
But t o - p l a n f o r t h i s , b e t t e r and more up-to-date i n 

•-t-c effect5 

about the p r e s e n t e x t e n t of disablement and ir-s survey 
needed. The Government have s e t i n hand a major new 


 o  V
t o o b t a i n t h i s . The l a s  t survey of t h i s kind i  s  &
 i  t 


f i f t e e n y e a r s o l d : i  t had s i g n i f i c a n t gaps, and s ^ 

was conducted a number of new disablement b e n e f i t s
 n c  e 


been introduced. The new survey w i l  l provide u ^ 

needed to enable t h i s important s e t of b e n e f i t s 

reviewed i n t h e i r t u r n . 


formr e

a	 : ,
 
i c h
10.16 I n the f i e l  d of short-term s i c k n e s s a  m ° h &cco^ 

has a l r e a d y been c a r r i e d through, on p r i n c i p l e s r l a Po V e 
  

e n t i r e l y w i t h the approach i  n t h i s Green Paper.
 b e e  n 


a
between S t a t e and p r i v a t e o c c u p a t i o n a l p r o v i s h i c h
w
 

s c h e m e  j i s t  0 r a t i o n a l i s e d by the new s t a t u t o r y s i c k pay <a n

p r e s e n t covers the f i r s  t e i g h t weeks of sicknes ^ net^ 
e
 

f eicknes=  r 0 f 

Yej:Sbe extended to cover the whole d u r a t i o n ox s „i0

28 weeks. Most people w i l  l then look to tnex ft 


t h e i r s i c k pay f o r up to s i x months of aosei 




i l l n e s s  . s t a t e b e n e f i t w i l  l be p a i d only to 
 o r i n j u r y


^ o s e who do not q u a l i f y f o r payment by t h e i r employers 

whose i n c a p a c i t y f o r work i  s long term. 


".17 The Government-s d e t a i l e d p r oposals f o r b e n e f i t s f o r 

^employed people, maternity, and widowhood, are sen 

Chapter 5 of Volume 2. 




CHAPTER 11 : CONTRIBUTIONS AND FINANCES 


The c o n t r i b u t o r y p r i n c i p l e 


s h
 ° U
11.1 The p r i n c i p l e t h a t e n t i t l e m e n t to b e n e f i t s ^
 e n t 


0 V
r e l a t e d to c o n t r i b u t i o n s p a i d i  s one to which the  G ^  ^ i 
e Q e 


remains committed. An opinion s u r v e y 1 has shown ^^J^ 
g e n e r a l l y regard t h e i r c o n t r i b u t i o n s as not j u s t a 
tax. They r e a l i s e t h a t they are earmarked to finance 

m
p a r t i c u l a r b e n e f i t s , and consequently f i n d them ° ^  t ^ o
 n 


a c c e p t a b l e . That p r e f e r e n c e f o r a separate c o n t n 

must be recognised. 


oi e v e r 3 

D
 

11.2 Some c o n t r i b u t o r y b e n e f i t s are to t i d e peop ^ 

temporary l o s s of earning s : unemployment b e n e f i t ^ 1 ^ g £ 0 J 1  / 


most obvious example. Others, l i k e the retirement ^ g
n


 w h e n 
p r ovide the c e r t a i n t y of a c o n t i n u i n g income . p t e d 

n t e r r U 
  

l i f  e i  s over, or (as with i n v a l i d i t y b e n e f i t ) i 

t s
f o r a long period, or when a woman l o s e s her n e f i 
h e n
 

e a r nings through widowhood. As the c o s t of thes  ^ n C  i p i e 

i s met on a pay as you go b a s i s , the contributory i a  l 
s o C
 

a
hut as

can be seen not so much as s o c i a l insurance D between 
compact - between those i  n work and those not, o r  ̂ tn 0
 

one generation and the next. I  t i  s a compact w ^ 

become one-sided. But i  t i  s r i g h t t h a t people ^ hose 
t
 

 f o r theb e n e f l t S  r i 9 n  t  S 
s hould see t h a t they are paying
 Q w  n


who are not, and are i  n t u r n e s t a b l i s h i n g t h e i r 

to those b e n e f i t s when they need them. 

The s t r u c t u r e of n a t i o n a l i n s u r a n c e c o n t j l b j r t i o j L . 


11.3 But a commitment to the c o n t r i b u t o r y P ^ 

not imply a commitment to a p a r t i c u l a r s t r u c t u r e i b u t i ° n 


t r 
  

, the co"  0 n 

c o n t r i b u t i o n s . As w i t h the b e n e f i t system, impa^ 


r ,•+-.= wider * r ity­
e C U  I 
system should be considered i  n terms o i i ^
 r

 i s o c i a J  -
s 

l p n

Government p o l i c i e s as w e l l and i t  s r o l e 


1
 See Appendix 4, Volume 3 




' - n a l t a x r a t e s 
H.4 Much has been made of the h i g h ^ . ^ .  ̂ i l i t  y
l i a b
 

s e a t e d by a lower earnings ^  i u t n must be p a i d
b i o s


which, when reached, means that, c ^ ^ ^ sometimes 

°n a l l earnings, both below and above 1 . ^ ^ 


t h e  1 0 W
 " ' ^ a s t f o  w  i t W from
threshold, w i t h a l  l earnings beiow ^ p p e
u r 


contributions. And some have Bugges — ^ l i t  y

earnings l i m i t - t he p o i n t  a t wnio d employees, 


l i a b i
 

a n 
  

^ d s  a b o l i s h e d f o r both empi y
- s h o u l d  b e


1 1  - 5 The Government rec o g n i s e rhe t h r e a t which^  a hi g h
t n  p Q s e  t 0 


marginal tax r a t e  a t the lower eaivw ^ a k o m 0 r et e n


incentives and  t o employers' w i l l i n g n e s s ^ h g s l b e  i 0 w
t r h o d


workers. However the c o s t  of changing h .
e x t r e m e l y h i g 
  

wnich no c o n t r i b u t i o n s would be l e v i e ^ e x i s t i n g Lower 

x t
 would c o s t some 16H b i l l i o n  t o conver
 w e r e  m a d e 


p-,~ • , •• j  x f such a c n a n y 
Earnings L i m i t i n t o a t h r e s h o l d , n q h e r c o n t r i b u t i o nn l 
  

i n stantly  i t could only be p a i d f o r by  g ̂  Nonetheless 

r a t e
 s (and hence marginal t a x r a t e s ) f o r
 t b e 


t h  e
 Government  i s alr e a d y t a k i n g a c t i o n
 c e d  i n n i s 


* * i t i o n . The C h a n c e l l o r  of the Exchequer
 c o n t r i b u t i o n 


l 9 8  * Budget speech, t h a t a graduated s c a l e
 e m p l o y e r s  w i U 


r a t e
 s to b e n e f i t low-paid employees ana
 c e 


^ w
bft ^ ^ J  . TVii =; W i l  l nexf
u e
 introduced l a t e r t h i s y ear, m i e Employers 

marginal tax r a t e s and w i l l improve i n c e n l o v e e s  , and 

W i l  1
 face lower wage c o s t s f o r t h e i r low-pai ^ ^ 


should be able  t o tak e on more s t a f f ,
 a l 


3 o b
,  opportunities. And the changes  i n b o t _ ^ ^ 

d u r a n c e and t a x t h r e s h o l d s announced  i n
 T b i s 


C o n>nine to give low-paid workers more t a * e
 n g 


W l l
 l i ncrease the i n c e n t i v e f o r people, p a r t i c u l a 

P e°Ple, to take j o b s . 


i s  t o be 

upper earnings l i m i t f o r  T h i s
c o m e i n .


W i s h e d  a t the same time as graduated r a t e
 a l 


f  ̂ s s n t s a r a d i c a l change  t o the • « « * «  •  ° *  n 0 


l n s  ^ a n c e c o n t r i b u t i o n s .  I t r e c o g n i s e s t h a t 




good reason f o r a l i g n i n g e x a c t l y the bands of earnings on 

which employers' and employees' c o n t r i b u t i o n s are levied. 

I  t i  s r i g h t t h a t employers as a group should share with 

t h e i r employees the need to provide f o r the payment o 

c o n t r i b u t o r y b e n e f i t s . T h i s i m p l i c i t r e c o g n i t i o n o a  ̂ 

common i n t e r e s t of employers and employees underlies 


a
p r i n c i p l e of an employer's c o n t r i b u t i o n which i  s  ^ ^ 

of most western s o c i a l s e c u r i t y systems. But the purp 


i-01 . revenue

the employer's c o n t r i b u t i o n i  s simply to r a i s e ^ 

the N a t i o n a l Insurance Fund. No b e n e f i t r i g h t s hinge 


, in relatiO" 

and i t  s s t r u c t u r e i  s t h e r e f o r e b e s t considered i« 

to i t  s e f f e c t on employment. 


• ~c related 
 I  C
11.7 With the a b o l i t i o n of the S t a t e earnings
  p 


p ension scheme, i  t w i l  l no longer be necessary to ^ y. e a r . 

d e t a i l e d records of everyone's c o n t r i b u t i o n s for g h 
e n o U 
  

A l  l t h a t w i l  l be needed i  s an i n d i c a t i o n of whether 

v* T" O 

c o n t r i b u t i o n s have been p a i d or c r e d i t e d i n a ye 

• n and otnei 

maintain c o n t r i b u t o r ' s r i g h t s to b a s i c pension ^  ^ e 

f l a t - r a t e b e n e f i t s . Some may use t h i s to argue ^xished­
upper earnings l i m i t f o r employees should a l s o 
But the circumstances are v e r y d i f f e r e n t . Emp 

- -.-.-Pes ox 
g e n e r a l l y w i l  l g a i n more from the graduated r l i m i t 
c o n t r i b u t i o n than they l o s e from the upper e a r n  ^ Q  r 


going; but there cannot be a s i m i l a r t r a d e - o f f ^ ^ ^   high 
e


s

 a r n 
i n d i v i d u a l employees. We have made i  t c l e a r i n g  l * *  1 


m a rginal tax r a t e s which a b o l i s h i n g the upper e 

would c r e a t e make i  t unacceptable. 

C o n t r i b u t i o n s and PAYE tax 

A PAYE tax are 
11.8 N a t i o n a l i n s u r a n c e c o n t r i b u t i o n s ana from 

g e n e r a l l y c o l l e c t e d together. Employers deduc l
t o t a
 

nd Revenue 

employees" earnings and pay over to I n l a n a r g u e ^ 
a
 

sum to cover both. T h i s has l e d some people ^ 

there should be a complete alignment between  a ^ ^ &  p r  t 
a
 

c o n t r i b u t i o n s ; or even t h a t c o n t r i b u t i o n s s 




+• o ^ m t i n v of burdens 

«* income tax.  at  And a r e c e n t °™™^lviience tha t
»n business, published i  n A p r i l . P U a b i l i t  y 
least some employers fin d 
t  0
 tax and c o n t r i b u t i o n s add t o t n e i x 


These d i f f e r e n c e s are s i g n i n  g• - i f i c a n t -^  c o n t r i b u t i o n s are 
^ 

calculated on weekly or monthly earnings,
 i n c o m e a n d 


^ c a l c u l a t e d on annual income i n c l u d i n g  income 
a g a i n s t


Pensions, A range of allowances can be l e t  e 


* * tax purposes b u t not f o r c o n t r i b u t i o n s . ^
 i s 


alignment between income t a x and contr  a
s e r V e

^  t necessary, given the Government s w i s ^ ^ ^ 

separately i d e n t i f i a b l e c o n t r i b u t i o n .  the 
 f u t u r e  :


c a s e be a r e a l i s t i  c p o s s i b i l i t y i  n the ne ^ 
operational and d i s t r i b u t i o n a l e f f e c t s wu W 
f a r-reaching. But the changes envisaged d i f f e  r e n c e  s 

astern make i  t s e n s i b l e t o see whether t h e r 

b e tween tax and c o n t r i b u t i o n l i a b i l i t  y which are^n 

n*eded and could be removed t o help e m p l  ° y ^ n a s  .  e  d 
r e l a t 
  

a r t i c u l a r , the a b o l i t i o n of the S t a t e e a r n i n g ^ ^ 

Pension scheme w i l  l reduce the amount o  i  i n t o 
t  m o r e


to keep. These records might t h e n c e broug 

U n e with the simpler ones used by I n l a n d Revenue. 


- e examination of the scope f o r b e t t e r Unks between 
t h  e
 tax and s o c i a l s e c u r i t y systems, r e f e r r 
C h a  P t e r e, w i l  l t h e r e f o r e i n c l u d e an 
SC°P* for b r i n g i n g PAYE t a x and n a t i o n a l i n s u r 
C ^ r i b u t i o n  s more i n t o l i n e , w h i l e keeping t h e ­
senara-i- . * <t w i l  l c o n s i d e r ^ 

Parate systems. I  n doing so i  t w i l  l . i 0  . 
h  u
 

r ecommendations of the study mentioned m paragr 


t 

B u  r d e n s 

n
 B u s  i n e s s  , HMSO, March 1985 




The s o c i a l s e c u r i t y budget 


b a l a n 
11.11 Changes i n c o n t r i b u t i o n s w i l  l not change the
 Q r  S 


o f funding of s o c i a l s e c u r i t y . C o n t r i b u t i o n s from emp 
and employees w i l  l continue to provide the great c  u ^ o u t 

1
income to the N a t i o n a l Insurance Fund which i n turn
 n 


h a l f the t o t a l s o c i a l s e c u r i t y budget. A small prop ^ 

of the Fund's income i  s provided d i r e c t l y by the Exc ^ 

from general Government revenue. Most of the income 


_ to tn& 

c o n t r i b u t i o n s p a i d by employers and employees goe ^ 

National Insurance Fund, but some goes to the Mate 

Fund, the Redundancy Pay Fund, and the n a t i o n a l n e a  ^
 e 

s e r v i c e . Apart from meeting a sm a l l proportion of
 m & e t  s 


income to the N a t i o n a l Insurance Fund, the E x c h e q u e r ^ ^ 

the c o s t of non-contributory and means-tested bene ^ 

t o t a l t h e r e f o r e over h a l f the c o s t of s o c i a l s e c u r i t y ' ^ ^ c e  S 


from gene r a l t a x a t i o n . F i g u r e 8 shows the d i f f e r 

of income f o r s o c i a l s e c u r i t y i n 1984/5. 




I 
^gure a 

0 c i a
 l S e c r U 

c u r  i t  y Income ( £ b i l l i o n ) 

N a t i o n a l I n s u r a n c e C o n t r i b u t i o n s £19.3 


E m P l o y f t r e i Employees1 S e l f - e m p l o y e d / o t h e r 
C O r  * r i b u t i o n  c o n t r i b u t i o n  s c o n t r i b u t i o n s 

£8.7 -
a 

£ 1 0 . 0 £ 0 . 6 

N a t i o n a l Insurance 
Fund investment income 

£ 0 . 5 

G e n e r a l Revenue 
£ 2 0 .  3 



CHAPTER 12: PROVIDING A BETTER SERVICE 

f i t 


12.1	 The Government's proposals f o r reform of the bene 

... A system 


n
system s e t a high premium on g r e a t e r s i m p l i c i t y .  ^ 

which has to cover such a wide range of needs e f f e c 

must s a c r i f i c e some s i m p l i c t y . But unnecessary and 


 Ib m a , C e S  ^
incomprehensible complexity must be avoided.
 o  r 


system l e s s open to the p u b l i c , and unreasonably hard 

s t a f f to administer. I  t stands i n the way of moderni 


12.2 A more r a t i o n a l b e n e f i t system, based on c l e a r * 

understandable p r i n c i p l e s , w i l  l make i  t e a s i e r to i 

the standard of s e r v i c e to the p u b l i c . People shou 


a d V l C
a b l e to know what help they can get; to get ^ c i e n  t 

need i t  ; and to have easy a c c e s s to a quick and e ^ 


p e r S
s e r v i c e - whether by post, by telephone or i n ° ^  g a l e 
s C 
  

p rovide such a s e r v i c e i  s an enormous challenge- ^ 

of t h e ' o r g a n i s a t i o n i  s v a s t . The DHSS has dealings 


^ e
over 22 m i l l i o n people i  n t h i s country. Every

i s s u e s over 50 m i l l i o n order books f o r r e g u l a r l y  ̂  d o s s 
a c r 
  

payments of pensions and other b e n e f i t s , to be c payments 

p o s t o f f i c e counters. I  t makes 13 m i l l i o n r e g u l  ^ ew 
i o n n


 m 2 ^ ^
d i r e c t i n t o people's bank accounts. About 17  ^ e k 

c l a i m s f o r b e n e f i t are d e a l t w i t h every year. , f
0
 

i n r a l o f f l  C 


n e a r l y h a l f a m i l l i o n people are seen i n i°^° 

the Department. 


• nHSS local and 

12.3 There are over 65,000 s t a f f working i n e n t 
l o y i n 
  

r e g i o n a l o f f i c e s , and another 26,000 i n the unemp  ^ rt h e 

b e n e f i t o f f i c e s of the Department of Employment. l a r g  e 

10,000 are employed a t Newcastle, where there a e f i  b 
b e n 
  

computer c e n t r e s handling c o n t r i b u t i o n records ^ 

payments. T h i s i  s a system which already ^  Q f 


r
investment i n modern technology, and a good ^ Q ^ t s  - BU*' nS 


^ o p e r a t  l 
r e ducing the a d m i n i s t r a t i v e c o s t s of paying

 h a v  e 
the p u b l i c w i l  l be most conscious of the c l e r i ^  g f  f
t a
 

e
t h a t s t i l  l dominate work i n l o c a l o f f i c e s ,	 w




 • „ t-aqk t o perform. t a b * m e a l records 
.  L o c a i i ­a monumental and u n r e m i t t i n g
  b e 


and l o c a l payment systems a r e «->niv on±* now Degii1 1 1-1-1 1^
 d i f f i c u l  t 

computerised. Contact by telephone i  s ^ 

because the l e v e l of e n q u i r i e s regu  ^
 h i c h s t a f f 


capacity of switchboards. The a  n • ^ cas e l o a d s , 

l i c a t e ^ ^  f
bave to contend - ^  m P n /  ; e  d methods of work ­a  s h i o 
  

voluminous i n s t r u c t i o n s and old - r a s * a c c e s s f o r 

*ean that there are o f t e n d e l a y s , queues and p 

the public. 


1 2 -4
 Putting t h i s r i g h t must be a  ̂ J ^ ^  p u b l i c e
telephone exchanges a r e being p r o v i ^ e p h o n e 
F r e 
  

c a  * get an answer from t h e i r l o c a l o f f i c e , ^ ^ 

services are now-available i  n most or c o o p u t e r  s are 
 M i  r  c  m 
  

with general e n q u i r i e s and o f f e r advice. ^  p s s e  s 
r o c e
 

b e  i n g i n s t a l l e d to c u t out a number of c
 L o c a l 


belp s t a f f q u i c k l y l o c a t e the rec°rds t y  own 
t h e i r


o f f  i c e  s have been g i v e n the t a s k of deve ? ^ g i n  g 
e n c o u r a 
  

i n i t i a t i v e s to improve t h e i r s e r v i c e , wi 

r  e  s  ^ l t s  . Premises have been smartened up,
 . m p r o v e d ;  a n d 


e r  v
P r o duced, c o n t a c t s w i t h other l o c a l  *
  t Q  t n e 


a
 ^nge of new s t e p s taken to e x p l a i n bene ^ ^ 

P u b
 l i  c The Department has p u b l i s h e d i t  s own ^ 

* * * P r a c t i c e , and, as p a r t o f a P ^ ^  f o ^ *  i d . .
e
 

0 * » s and l e a f l e t s i  t has i s s u e d a 'good
 t Q  c a r r y 


L°cal managers have been g i v e n an i n c e n t i v ^
 fae 


t h i  s
 work forward. N e v e r t h e l e s s , t h e r e i  s s t  i 
done. 


12.5 , ,  DHSS i  s now embarking on the 

°

 a 

 At a n a t i o n a l l e v e l the DHSb i ^  o f e s
f l c
 
l g  9 e s t computerisation programme i  n Europe 


win *. . i r ^ r o r d s as t n w 

_T not have t o depend on manual r e c o r d e s f a  .  o r 


aim i  s t  0 e  n  a  b  l  e  s t a £ f t o g e t a c c e s s , on ^ 

* P u b l i c counter, t o the information the,r ne 

v i t h • ^ , - i r k l v , wherever x« 
n


m v  a n s 
c l  a i s a n  d i d e w e r s q u i c x i y , -,o n a  - t e r m 
country +.1- . -u T h i s i  s a long n i :  r y t h a t information i  s h e l d , m i  s 




Programme which w i n « „  i 
Y  Y l e l d ± t S f u l  1
decade B t  b e n e f i t  i n the next
WMCh
d S i t : w i l 1 f r e e
° e
t he c o n e ^  s t a f f from many ofI ~ t U r
  — l y labour.  I t 

W M c h m
a c c e s s i b l e  to t h  ^ 
e


 e q u i p p e d  t 0
^ i c k and a c c u r a l  * 

U r a t e
° C
 r e  s p o n s e to a l  l k i n d s  o f enquiry. 


6 1 0 1 3 1 1 1 6 1 1 ^  P r e e d
° C
c o m p u t e r ! ^ r ^  alongside the 

1 0  n  ° ft n  e t a  x
ff  system and the two computersvqtpmc

m i l I compatible. Already the 
p r o c e s s e s ox 


n a t i o n a  l
i n t ^ r - i n s u r a n c e contributions are 
t l n  C h a p t e r  6 ' t h  e
elallni ; ^  ° U Government w i l l he 


ng f u r t h e  r

n p u
 . . ,  the o p p o r t u n i t i e s f o r improvements and for 


W S e n t h 6 S e t w o
n i l  ^ t e m s t h a t the computerisation 
P l a n s open up. Computerisation w i l l a l s o c r e a t e new 
o p p o r t u n i t i e s f o r drawing more c l o s e l y together the 
p e r a t l o  n f the two c h a i n s  o f o f f i c e s run by DHSS and
G
 

Department  o f Employment, and these too w i l l be examined. 

" . 7 DHSS management and s t a f f w i l l be presented with a 

major c h a l l e n g e  i n c a r r y i n g through the b e n e f i t changes the 

overnment now propose w h i l e p r e s s i n g ahead with the 


o p e r a t i o n a l improvements which a r e a l r e a d y  i n train. ?° 


Provide a c l e a r focus f o r t h i s work a S o c i a l Security 


Management Board w i l l be e s t a b l i s h e d to which the Depart 

w i l l appoint a number  o f p a r t - t i m e members from outside 

Government w i t h e x p e r t i s e  i n running other l a r g e businesses 

The Board w i l l be r e s p o n s i b l e f o r ensuring t h a t b e n e f i t * * 


administered g u i c k l y , a c c u r a t e l y and economically; that th 

Government's investment  i n computers and information 


technology  i s  b r o u g h t ± n t  Q ^ ^ ^ ^  p o s s i h i e  ; a nd* 

the reforms proposed  i n t h i s paper are implemented on t i 

12.8 There can be no doubt about the s t a f f - i n t e n s e 

nature  o f the e x i s t i n g s o c i a l s e c u r i t y arrangements- & 


p r o p o s als put  f o l d r e s u l t
r w a r d  b y t h  e  G o v e r m n e n t  s n o U
 

s i g n i f i c a n t n e t s a v i n g  i n the 81,000 s t a f f c u r r e n t l y 




Cloye d on s o c i a l s e c u r i t y . P r e c i s e f i g u r e s must depend 
*P°n the d e t a i l of the l e g i s l a t i o n . Every e f f o r t w i l l 
ma<*e to keep the s t a f f and t h e i r departmental unions 
^formed of the l i k e l y consequences i  n terms of n e t s t a r 
A u c t i o n s as d e t a i l e d proposals are developed. 

1 2  ' 9
 The proposed arrangements f o r the f u t u r e 

M i n i s t r a t i o n o f s o c i a l s e c u r i t y are s e t out m d e t a i l 

Chapter 6 of Volume 2. 




CHAPTER 13: CONCLUSION 


13.1 The s o c i a l s e c u r i t y system a f f e c t s almost a l  l o 

during our l i v e s . I  t grew out of Beveridge's c l e a r c o n C e 
  . t  s 


e 0
but has developed i n t o a l e v i a t h a n almost with a l i  f
 
own. The proposals i n t h i s document seek to achieve a 

g r e a t e r coherence and c o m p r e h e n s i b i l i t y i  n the b e n e f i t s 


p rovided by the S t a t e and to give the St a t e and P r l V a t  ^ c  k 


a
p r o v i s i o n t h e i r proper r e l a t i o n s h i p . They w i l l r e i n

the r i s i n g s o c i a l s e c u r i t y budget and ve r y g r e a t l y reduc 

the f u t u r e burden of expenditure. 


13.2 I n summary the main proposals put forward are 

f o l l o w s . 


 proper 
Pensions w i l l be based on a twin p i l l a r s .

a

t r a e X 
  

p a r t n e r s h i p between b a s i c S t a t e p r o v i s i o n ande ^ 

•income from pensions earned by people through ^ 

j o b s . The S t a t e e a r n i n g s - r e l a t e d scheme wi 


-j +- w i i 

ended (although a l  l r i g h t s earned under n- ^ 

honoured). I n s t e a d everybody w i l l b u i l d up ^ ^ e 


p ension savings through t h e i r job. People ^
 o  r 


f r e e to have a p e r s o n a l pension p l a n of their' ^ 

to j o i n the scheme t h e i r employers use. ^
 b  e 


involvement i n these p r i v a t e arrangements 

kept to the minimum. 

Family support w i l  l be strengthened by the
 r  a 


i n t r o d u c t i o n of a new f a m i l y c r e d i t to g r v  e ^ j  j 

c n i l d r e ^
help to low income f a m i l i e s w ith i l  l 
h  w
 

 w h l C  a S 
be p a i d i  n a d d i t i o n to c h i l d b e n e f i t i  s
h a S
 

c ontinue as a u n i v e r s a l b e n e f i t on the s ^  ̂  $  h t
U
 

now. The f a m i l y c r e d i t w i l  l be assessed d
a n 
  

f f e e t ^ 

p a i d through the wage packet as an or 

n a t i o n a l i n s u r a n c e . 




The supplementary b e n e f i t scheme. I  t w i l  l be l a r g e l y 

replaced by a new income support scheme. T h i s w i l  l 

Provide an income as of r i g h t without d e t a i l e d 

i n v e s t i g a t i o n s i n t o i n d i v i d u a l need. A s m a l l e r 

s o c i a l a i d scheme w i l  l be introduced to give 

f l e x i b l e , d i s c r e t i o n a r y help f o r those w i t h 

s p e c i a l d i f f i c u l t i e s  . 


The housing b e n e f i t scheme w i l  l be g r e a t l y 

s i m p l i f i e d . I t  s income t e s t w i l  l be a l i g n e d w i t h 

t h a t f o r supplementary b e n e f i t and help w i t h housing 

costs w i l  l be on the same b a s i s f o r those on 

supplementary b e n e f i t as f o r o t h e r s . Help w i t h 

housing c o s t s w i l  l no longer meet the f u l  l c o s t of 

r a t e s . 


Xpung_people w i l  l need to look l e s s and l e s s to 
s o c i a l s e c u r i t y f o r income support. As the new 
t r a i n i n g scheme i  s brought i  n fewer 16-18 year olds 
* i  U need supplementary b e n e f i t . T h e i r e n t i t l e m e n t to 
supplemetary b e n e f i t w i l  l be f u r t h e r examined a f t e r 
t h a t scheme i  s f u l l y introduced. The p o s i t i o n of 
students w i l  l be r e c o n s i d e r e d i  n the l i g h t of the 
review of student grants now under way. 

^gJSPloyment b e n e f i t could be r e s t r u c t u r e d so as more 

adequately to meet the needs of people who have 

r e c e n t l y become unemployed. Higher r a t e s of b e n e f i t 

w°uld be p a i d to people unemployed f o r l e s s than s i  x 

months to enable them to manage without recourse to 

the income support scheme. The income support scheme 

w°uld provide f o r those unemployed f o r more than s i  x 

months. 


i 



The two lump sum grants, f o r death and maternity' 

which have long o u t - l i v e d t h e i r purpose and are ^ 

d i s p r o p o r t i o n a t e l y expensive to administer w i l l 

r e p l a c e d . But e x t r a help w i l  l be given to those 

r e a l l y need i t  . 


B e n e f i t s f o r widowhood w i l  l be r e s t r u c t u r e d so as 

reduce d u p l i c a t i o n between the State and p n v ' 

s e c t o r s and d i r e c t r e s o u r c e s more e f f e c t i v e l y 


 w  l
t hose i n g r e a t e r need. Widow's allowance  ^ Q 


r e p l a c e d by a lump sum payment and changes wi 

made to the age l i m i t s f o r e n t i t l e m e n t to widow 

pension. 


d The 

The f i n a n c i n g of the system w i l  l be reforme 

c o n t r i b u t o r y p r i n c i p l e w i l  l be r e t a i n e d but 

c o n t r i b u t i o n s are being r e s t r u c t u r e d to remov 

u n d e s i r a b l e d i s i n c e n t i v e e f f e c t s of the c 

system. 


f the review 

13.3 These proposals are the culmination or ^ 

which the Government have undertaken over the p ^ j t 

months, the most fundamental s i n c e the Second Wo 

has been based on the work of four review teams - ^ 


r  e  V  i  e 
i n q u i r y i n t o p r o v i s i o n f o r r e t i r e m e n t , the ^ m n t a r  y 
e e
 

b e n e f i t s f o r c h i l d r e n and young people, the supP ^ 

b e n e f i t review and the housing b e n e f i t review. i t  h 
w
 

o n s u l t a t l  t  h  e i n v o l v e d a unique e x e r c i s e i n p u b l i c  c ° t e l - S /

t h r e e of the four review teams being l e d by M  l  ^ D yt


f o u r t h , the independent review of housing bene ' i u a b l  e 

v a 
  

Mr Jeremy Rowe. A l  l the teams had the benei ^  ^ e 


 a n  d
a d vice	 and a s s i s t a n c e from outs i d e members  * 4500 
 N e  a
undertaken e x t e n s i v e p u b l i c c o n s u l t a t i o n .	 i  f 


• A w e l l ove-t 
n a 

p i e c e s of w r i t t e n evidence were r e c e i v e d , r  e 
l	 s e s s i ° n 

w e 
  

i v i d u  a  l  S 
from members of the p u b l i c . Nineteen orax
 . n  d 
  

h e l d i n p u b l i c and over 62 o r g a n i s a t i o n s and l  have 

The Govern^ 

t


gave o r a l evidence a t those s e s s i o n s . 




, of the product of the I n q u i r y 

already published, as p a r t ot t n v u m e n t on 
s u i t a t i o n d o C 
  

c o n s u
into P r o v i s i o n f o r Retirement, a  i s s u e d . 

e
Personal pensions of which 30,000 c o p  *  f u t u r e 
Q v e r t h e


There have a l s o e a r l i e r been c o n s u l t a : i  c  i  p  a  t  i  o  n has 

<* the death grant. M  l of t h i s p u b l i c p ^ e 


heen important i  n h e l p i n g the Government 

Proposals for change o u t l i n e d here. 


t h 
  

1 3 -4 " n c i p l e of p a r i t y i  n 
 I n view of the long-accepted p r  i ^ K i n g d  o m , 

social s e c u r i t y p r o v i s i o n throughout » ^ ^ ^ ^ 


review extends t o Northern  b y A f f e r e n t 

G r  e a t B r i t a i n . Housing b e n e f i t i  s g l a n d  . 
N o r t h e r n I r e 
  

i egal and a d m i n i s t r a t i v e arrangements ^ ^ ^
 o f 


A
 separate review was t h e r e f o r e conduc e i  n 
B r i t a
 

o  f  f  i c i a l  s who reported t h e i r views to the 

team. 


1  3
 • 5 Despite the f a c t t h a t such ^ ^ ^ ^ v e r n m e n  t 

C o  n s u l t a t i o n has alr e a d y been undertaken, ^ ^ ^ 

b *Ueve i  t i  s r i g h t t o p u b l i s h t h e s e ^ e
d e b a t
 

°f a Green Paper to provide an opportuni y n t  , 
c o m m e
 

d e r a t e d by the review to continue and I ^ 

s p e c i a l l y on areas such as unemployment ^ 


a
Pr°vision for widows which have not so t , the 
l t a t i o n S 
  

0  f
 Public c o n s u l t a t i o n . Following these ^
 w i l l  b e 


G°vernment w i l  l p u b l i s h a White Paper. Leg 

P r o d u c e d before the end of t h i s y e a r t o p 

l n t  0
 e f f e c t , i  t i  s expected t h a t the mam body 

reforms w i l l be implemented i  n 1987. 


t 6
^  Comments on the review p r o p o s a l s should ^ 

3  1
 * * u . t 1985 a t the l a t e s t . They should be 

C e  * t r a  l Review U n i t , DHSS, Room D406 

^exander Fleming House, E l e p h a n t and C a s t l e , 



