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This paper

ises the outcome of the review of social security. The
ace over the last 18 months and is the most extensive
cial security system for 40 years. With the
endent housing benefit inquiry the review has been
ave bee d by outside adviﬁers. Nineteen ?ublic hearings
have beez ?31d- over 40,090 copies o? COHSUlFEtlon docuwents
This pq lsdads 4,500 pieces of written evidence received.
the refzer explains ¢t a for change; describes tbe pr1nc1p}es on which
Sutole 'm 1s based; and out a programme of action, It will be-
Mented by a separafe presentation. Also attached as an Annex is a

drafy
detailof Volume 1 of the Green Paper which explains the proposals in more

Ption of th
d by Ministers

A
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THE CASE pog REFORM

2,
over-32§i°ase for reform is that
it ia nOtance on the Stat?; %t pre
and i COOWEll targeted; it is in da

complex for people to unde

ial security system leads to
too large a share of resources;
breaking down administratively

<} :

repre:E§2:1“% on socia} security now tota
Grogg DOmes:‘mOSt a third of all publl? s :
cent o 11 e PTOducg taken up by social s has risen from 4.7 per
Socig] secui?r cent since the start of Nationa urance in 1?48. 1f
Present polile spending were allowed to contiffue to grow, as it would on
Te€Sourceg aHSLES, 1t would pre-empt an even largeF share of Goverqment
Cost of the g put the government's over§11 economic strategy at r}sk. The
eVentyayyy ; tate Earnings Related Pension Scheme (SERPS) alome will
(if DEnsiy iNcrease spending on pensions in real termswer £20 billion

r £40 billion a year and
. The proportion of

Uprateq Ons are uprated by prices) or £35 billion (if ions are
by earnings),

4,
that ﬁ:?n With the present level of spending the evidence
that thep 18 not being targeted to those most in need. Our
ovVer the ?081&10“ of the retired population has improved ver
?amilies w§8t 15'years. Against that, however, it is clear th
clygeg nlth_chlldren now emerge as the group most in need. T

Ot just the unemployed but poor families where the head

review is
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Eamlly %s working, For low paid workers with children the gap between
e?;cme in and out of work is narrow and it is here that we have the worst
ects of the unemployment trap.

Two-thirds of the population are now entitled to social security

ents and the resulting pressure on the administration of the system is

Se. In particular, the supplementary benefit system which now

es help for some four million claimants is in danger of breaking
Currently some 36,000 staff (out of a total social security staff

°£780,000) are working on supplementary benefit alone.

6. - - . -
As a result of the ad hoc additions to the social security system

mad e s . .
€ over the last 40 years we now have a system of bewildering

zzzgilety. r suPplementary benefit Fhe rule§ of ?ntitlement are so

of 16 Bogh guidance to the staff is contained in a Fw?-VOlume gu%de

enefit s .and an index of 4? pages. The comp}ex1tles of housing
put n on local authorities while the evidence of market

F€Search shoys
like the SERPS,

;; wrgzove all, per thg balance between the $tate and the individual

reSPOnsié‘ The socia ity system currently gives too much

fetrin 1lity to the and too little to the individual. The

This dEm.related pension e is one - but only one --example of Fhls.

Fhet thml-nance by the Stite was never intended by Beveridge who believed
€ were important roles for both the State and the individual,

here is considerable public ignorance of benefits

PRINCIPLES OF REFORM

8.
Securgze Programme for reform bu the basic principles that social
betwe ¥ 1s not a function of the alone. It is a partnership

Most EzotTe individual and the Sta
theNSelvz € not only can but wish to
Wish to hs. For_example, they wish t
encgurageatﬁ their own house. The orga
Particulay © individual to make his own
responsibility of the Governmen

&velopj .
ob; Plng this approach the aim has been t
Jectiveg —

system built on twin pillars.

ensible provision for

their own pension just as they

n of social security should

ion while recognising the
lp those in need. In

x number of other

% grE;esources should be directed more effective%y to meet the areas
Bhl tatest negd. This does not mean that benefit should be provided
;Eaﬁinobth9se in need. Retirement pensions and child benefit will
<y asic b?nefits on which the individual can bugld.

Ttheless, if we are to bring extra help to th

then
W€ must target the resources we have as effec
POsSsible,

b.
GOVEI‘
Pre-e

a,

greatest need
as

The social security system must be consistent wit
! . .

fment's overall objectives for the economy. It mus

MPt too large a share of the nation's resources. Th
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security system should not discourage people from helping themselves
and should certainly not be a barrier to employment, The public
should be aware of the costs of the system and the retention of the

contributory principle helps here.
Q €.  The social security system should be simpler for the public to

understand and better administered. This means replacing the
elaborate system of supplementary benefit with a system of income

UPPOTt; and simpler structures for both housing and family support.

PROGRAMME FOR REFORM

g;aftThe Programme for reform, ?hich is outlined below and set out in the
pri Green Paper annexed to this paper, follows from the problems and
lhciples ve identified. The proposals for each area of social
igned to achieve the best balance between the various
trying to meet. At the same time, we can achieve better
tegration between the Inland Revenue and Department of
urity (DHSS) systems, particularly in the light of
ogrammes now taking place. Those issues are to be
Chancellor of the Exchequer's Green Paper on

£ € computerisa
Purther developed
ErSO‘na]_ TEIXati_on.

PENSTONg

10,
My proposals for pensions are in two parts -

8. I believe that the SERPS should be ended - although clearly with
dCCrued rights preserved. The basic case against SERPS is that it
Pre-empts public resources he next 50 years., On the most modest
dSsumption spending on pens ich is £15.4 billion today will
have Tisen to £45 billion by Inevitably this would affect
Spendin ike health and social services,
hing for anyone who retired

the spread of occupational
existence of SERPS.

b s ; :

u.d In addition to the State basic p I aim to have a system
On ®F which virtually everyone in work Whalhhave the right to an
CCupationg] pension or his own personal n., In my view it 1is

essential tha
SECOnd tier.
"Nimum contrj

t SERPS should be replaced with a good alternative

Under my proposals the Government will set down a

S bution level of 4 or 5 per cent of earnings - split
€eén the employee and employer, The effect will be that about

Se : . i . .
ve? million extra workers will be covered by thei pension
Provig ion,

T - .
a::rgover“ment will set down simple qualifying stan limited

requiremEHt;“§EX8tion and‘survivors beqefits --anq will al

?artic“lar . or the prov1§ers of pensions. We wl}l no? req

1NVestment evels of benefits. The pension resulting will dep. the

Sector < eperfofmance of the scheme. Existing occupational anc c
MeS will automatically meet the new rules. People wi ree

3 P

i,
Post
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to take out their own personal pension plan if they wish or join their

' imployer'g scheme. Employers and employees will also, of course, be free
; © build on the minimum provision we lay down.

The effect of the change will be to prevent the build-up of an

h mely large burden on public spending through SERPS. The benefit is
t_will reduce the role of the State and give almost the whole

POPULlTtion a direct personal investment in their own future.

FAMILY supporT

1 : : : :
(gis The main change I propose 1s to abolish Family Income Supplement

) and duce a new family credit to improve the targeting of help
on 10w il'l

rking families with children. Family credit will be

ilar basis to the successor to supplementary benefit;
eople in work being worse off than if they were

be calculated on net pay; this will mean that

f being better off as their pay rises. It will be
cket as an offset to tax; this will mean that

r understanding of their total family income and
bility., It will be more tightly administered to
c IS has been subject.

assessed on
thisg wlll pr
Unemployed,

anilies can
Paid through e

Wape-
age-earners have

5 ’
hould lncrease wag
Prevent the abuse to

lQI 3 - .
of OuFamlly credit will represent a major improvement in the effectiveness
¥ support for families - now clearly the greatest priority. It will

S . .

wzgzzagiéally improve incentives for many on low incomes and prevent the

Use the ECt§ ?E the poverty and unempl?yme?t-traps. I also propose to

Welfare ; olition of FIS to end vailability gf free school meals and

Will 1 'oods to those not on s ntary benefit. Instead a cash sum
€ 1ncluded in the rates for credit.

1157

sis of child benefit. The
ar, as was shown by a public

benefitd? noF propose any change in
1s simple, well understood ant

opini 3 4 Ly . .

reco E? Survey I commissioned, It is tH@EDWly way 1n which we can now

Oweﬁelse the costs of children for the y of families. I shall,

rel ;¥> make some savings in the cost of benefit to cover the
ativel

credit Ly small extra cost of introducing credit. Because family
familie:111 be a much more effective means ol ing poor working
introducéiwe will also have greater flexibilit®¥y, following 1its

benefi . on, in considering the level of subsequent upratings of child

SUPPLEMENTARY BENEF LT

16,

incOmgyBErOPOSals will Feplace the supplementgry b?nef

EEI“‘E;TTEEEE£ scheme with a much smal%er social aid sch

N diff?c . Supple@eqtary beneflt is to? co@plgx and

Ney inQOmelcult to administer and its cost is difficult to
Support scheme will be much simpler. It will pro

Claimazice at set rates to a limited number of different cate f
Needg: .1 There will be no additional payments for individuall sed

liveg wiiﬁ%mants will be left with the responsibility for managi A r
In the set rates, This will cover the great majority o
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Clrcumstances but the separate social aid scheme will provide a fallback
OF emergencies and will provide practical help to those with special
roblems, The social aid scheme will, however, be much more closely
Ntrolled, It will be operated on a discretionary basis by DHSS local
1Ces to avoid legal entitlements to social aid being created; and
diture will be cash limited. Within the income support scheme there
e more generous rules on the treatment of capital and on the amounts
eople, including some of the long-term unemployed, can earn. This

zlli improve incentives both to save and to regain contact with the labour
ar et,

i?- The introduction of the income support and social aid schemes will
ead,t? a al simplification of our means-tested benefits system
grOV1§1“8 consistent framework for the assessment of housing
cnefit and credit, It will make the system more intelligible to

Staff and ¢ty ; and it will ensure that costs are properly
controlled,

HOUSING BENEFIT

1
E' The reform of X benefit will follow the same pattern. The
Present schepe is highpy

i and plex, inconsistent in it§ treatment of those

b out of work and j®&t to rapid cost escalation. It now extends

burdenoo far up the income scale and insulates too many people fro@ the

elementOf Paylﬂg rates, The reform of th? scheme will have two main

as the S. It will base assessment of entitlement on the same income test

lncome support scheme so that those in and out of work are treated

Above the income rt level, benefit will be reduced as

by a simple straig rd formula, instead of, as at

» by separate tapers for r d rates and for different types of

This will have the effe ubstantially reducing the number

1
bg;effze Present scheme, however, means hos
Scheme wpay 0o rates and, unless we chan position, the ref?rm?d
inconsisguld insulate still more people f e increases. This is
governmenint-W1th the objectives and approa%g o he review of 10c§1
Completey §1nance; we should be seeking to mygFgure that nobody is

oL undey insulated from the cost of local se vices. I th?refore propose
Shoulqd p 5. He new scheme the maximum level of 3331§tance with rates
Claimante restricted, initially to 80 per cent. This would apply to all

8 1ncluding those on the new income support scheme. 1 would

anngp .
NGe thig change in principle in my Green Paper, cwuld, however,

all those on supplementary

Need ¢t : ; - :
the R © consider its implications further in the ligh e outcome of
®View of Local g

20, gy
Tecej foar ny Proposals those on supplementary- benefit wo

overnment Finance.

to intioégg pPer cent assistﬁnce w%th rgnts, as‘at present, propose

cent of pg ef?ew measures, including q1?ect;re1mbursement of 0 per

the Echemene Lk costs to local authorities, to ensure that the. te
€conomically and use their powers to restrict benefi nts

>4

=3 86
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k: taken to deregulate private sector rents. We would, however, need to

reep the position under review and take further steps if it seemed that
Nts were rising faster than intended.

W . : - : : ; :
@ here rents are excessive. This will be particularly important if action

ER BENEFITS

0' 1? addition to the major reforms above, I propose to make the
ng changes in other areas -

a.  Unemployment Benefit. At present the great majority of the

unemployed are on supplementary benefit, not unemployment benefit;
but many people in receipt of unemployment benefit need extra help
fr?m sypblementary benefit, To prevent this duplication I propose to
Prln structure of unemployment benefit in line with the new

inco rt scheme - with the effect of increasing its rate but
reduci duration.

b, fits, I propose to replace the short-term widows

ly paid for six months) by a lump sum grant.

ing benefits will be concentrated more on older
Widows and tho children,

. Death and M4

Grants. These two National Insurance
?enefits have been@eflt at the same cash value - which is now
lnadequate - for many years. The result with death grant, for
zﬁamPIE, is that the administration cost is now approaching the cost
thathe benefit, The time has come to abolish both grants. Rather
N universal grants we pr& to provide better help to those who

need it most,

d . A ‘
. Maternity Allowance. T onal Insurance benefit, payable

f . ; )

E?r %3 weeks around the time o nement, will be made more
ex}ble and the qualification will be made more relevant to

working women,

e, : .
Students, 1In line with our ge

. s 3

Oggu}d not depend on social security

E lntention in principle to exclude defligs from supplementary and
using benefits. This will be carried d in the light of the

Se : : ;
gr:ritafy of State for Education and Science's review of student
nts,

tance that young people
s, I propose to announce

FINAN
CIAL AND STAFFING IMPLICATIONS

grow“Mzh;:fTrm proposals recognise that the ﬁocial se
Lespong inptﬁ and, unless.steps are t§ken, will continu
Save £800 o ree ways: first, by making structural chan

million in 1987-88, These changes should also s

three nd ween
Costs, g four thousand staff and perhaps £20 million in ad ative
Savingg., écond, the abolition of the SERPS will produce major term

shaly m;kESOO million by 1993-94 and £22 billion by 2033-34. we
e further progress in limiting our future liabilities
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feplacing the supplementary benefit scheme by a more tightly defined
INcome support scheme and (for the first time) a cash limited social aid
Scheme. The housing benefit proposals will similarly help to limit
1ab}1ities by reducing the scope of the scheme and by making it more

ﬁlcult for local authorities and private landlords to exploit it.

*NTATION
23, Th

e e conclusions of the review will be set out in a Green Paper to be
Published before Whitsun. Main legislation will be required. I have a

Place for the Bill in next Session's programme and have undertaken to have

;Eszeady for the ?egigning of tbe Session. Even s0, given its scope, we

Regulasﬁum t it will not gain Royal Assent until the summer of 1986.

traj atio d then have to be laid; instructions wr}tten; and staff
ined, s and local authorities will also be involved. The

farliest prg le date for implementation is therefore April 1987.
?RESENT]_NG THE
2%,

LS

=% The draft gree r shows how I intend to make the case for and
Sent the reforms¥ central themes which the reform package will

El‘l‘lphasisE are -
4. A better balaa!e between State and private provision. The

Proposals on retirement will give everyone the right to their own

Peénsion through their job in addition to the basic National Insurance
Pension,

2' _ ?Etter direction of rw s towards priority areas. The
amiliy credit scheme will real impact on the poverty and

“unemployment traps and improv ntives for low paid workers with
Chlldren.

5 Simplification of the social

:zpport-scheme will be simpler to
aSCalaFlon. It will also provide a
S€ssing entitlement to all the mean

d,

ity system. The new income
and and less subject to cost
ent and coherent basis for
d benefits.

. Better control of the seemingly ine e growth of social
re§Ur1ty spending, The main short-term savings will come from the
etorm of housing benefit which will also give strong support to our

?;m of increasing accountability in local government. The major
f&-term savings arise from the SERPS.
OHCQ .
Provizgt into effect the reforms will provide a system ial security
Which con Which meets our needs as a society, which we ¢ ord and
an be managed efficiently. ‘
CONCLUSIONS o
25 ; !
. I . 3 h
Socig] 'Vite the Cabinet to agree to my proposals for reformin

Security system,
Depar N F »
tm
€Nt of Health and Social Security

19 Anae
Pri]l
1985 7
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FHARTER 1. A wmw APPROACH

5! To be blunt the British social security system has
S lts Way. There is no question that it has helped Fo
False the living standards of the poorest people; that 1F
o Provided a safety net against urgent need; and that it
€ position of some of the mosF ?ulne?able

ty like the retired, poor families with
Children and sick and disabled people. Yet those
achievements have to be weighed against a number of other
factors.

3 improyeq th
STOups in Socie

] ' r £40
1:2 The cost of social security will this yea? be ove. 3
blllion' It has-grown five times faster than prices; twic

: e
?Y fast as the economy as a whole; and is set to ris

steeDlY for

l‘eS ourCeS ha
Neeq

the next forty years. Despite mounting co§ts,
Ve not always been directed to those most in
and unger Present plans will not be so in the fu?ure.

3 Plecenea) development of the system has resulted in a
m?ltitude °f benefits with overlapping purposes and |
dlffering ®titlement conditions. The complexity in benefit
rul?s has Meant that social security is difficult to
admlnister and impossible for many of the public tol
?nderstand- While the overlap between social security and
e X means that significant numbers of people are
Paying i

o i nle .

hag Each ney development in social security ii?:e the war
howev:en ade for the best of motives. The fac ’ 850
. at the effect has all too often been to con
s COmpliCate‘ Worse still our understanding of what
e Socia) Security system should be seeking to achieve has
Our responsibilities as individuals and

been obscurEd
Col { . e ’ .
1ECtlve1Y through the State have been left ill-defined
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1.4 This Green Paper aims to define a system which 18
founded on public understanding of the purposes and the
workings of social security; which is more rel
needs of today; and which is capable of meeting
we shall face over the next quarter of a century-
out a new approach to social security - but it re
and seeks to build on what has been achieved over

forty years.

1t sets

cognises
the past

The twin pillars

L8 Fundamental to this approach i
system of social security provision should beé basé
clear understanding of the relative roles and
responsibilities of the individual and the state. . nciple
building for the future we should follow the basic prlnce
that social security is not a function of the State alzg ; a
It is a partnership between the individual and the S

system built on twin pillars.

In

1.6 Most people not only can but wish to ma .
provision for themselves. The organisation of sozlthe
security should encourage that. It should respec to

ability of the individual to make his own choices ame time

take responsibility for his own life. But at the % 5

it must recognise the responsibility of governmeft twe as
establish an underlying basis of provision on o h'mes of
individuals can build and on which we cab rely S
need.

ey such an approach does not lead, as SOme havewhether

oncept:

suggested, to a system based on a single € ts
uch conceP ial
50C1a

it be universality or means-testing. FOT 2 2y
almost invariably concern only the state dimen5102 iy
provision. They regard State provision as good ?ttle as
they postulate that it should do as much ©F ge 1?11 [ EstR
possible. Either analysis misses the central 2
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Provision hag an important role in supporting and sustaining

8 Individual; but it should not discourage self-reliance

°r stang ip the way of individual provision and

FeSponsibi gy

lfe This was a central theme in the 1942 report of

s William Beveridge:
The State in organising security should not stifle
incentive, opportunity, responsibility; in
®Stablishing a national minimum, it should leave room
3nd encouragement for voluntary action by each
individual to provide more than that minimum for
Bimself and his family.l

i:czozzs Changed in the forty years since the?.‘ The ability
People to make more of their own provision has

; stantiallY improved. For instance the spread of home

¥hershiy,

of 1, aMong those previously relying on public provision
Ousin

i 9 Underlines the wish of most people for greater

ndep endEnCe :

l.9 : ]
et the SCope and scale of the State social security

S¥step h

Naty 4 €Xtendeq greatly. The decision at the outset of
a ?nal Ihsurance to pay pensions at once rather than after
builg.,

that‘ul A entitlement substantially dented any claim

Of earns NV system was insurance based. The development
radicrnlngs-relatEd benefits and contributions was

a ,

Hy different from Beveridge's concept.

L.10 |
Ingy, 5 Should not pe deceived about the nature of national
ittlance' It is not the same as private insurance and owes

e —_—

SCheng ° Norma) insurance principles. It is a pay-as-you-go
enefy, Today's contributors meet the cost of today's
n.eflts A

As for tomorrow the most we cando is to create a
1:

‘ i i llied
rvi 1dge, Social Insurance and A
S (1942 Cmd 6404 para.9

SECRET
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liability to be met by our children. Even with the
elaborate State earnings-related pension scheme the e
contributor is doing no more than helping to pay for

: . aim to
present cost of pensions. His own entitlement 15 @ ?l -3
£ contributf

a pension which he hopes future generations O
will finance. |

: to
1) 0 ) " n
1.11 Forty years on there is little point in seekl g
replicate private insurance arrangements ins e

organisation. We should certainly recognise the de? s
building up for the future. But the better courseé 2 e
distinguish between what can and should be organised lnthe
private sector and what can and should be organised by -
Government. This is what the twin pillar system seeks

R bu
do. It recognises the importance of the State prov

|
jde thelSEEE ’
|
|

it seeks to define its limits.
: gve
. ' peliéV
1:12 In developing this approach the GOVeInmentt a:nmmer
that the social security system should aim to mee
of important objectives.
tind
of meeé
First, the social security system must be capablé

genuine need.
NoO

rnmen v
Gove through

This is a basic responsibility of any 4
individual should be left in a position wPe hi
no fault of his own he is unable to su?talnsed
or his family. Supplementary benefit 1% bits
that principle and - while it has many fat ove
more effective than many equivalent schemes flexi
At the same time the overall system puRg biee
enough to recognise that what constitutesd 4180
changes and that those groups most 1in nee'cture
change. Over the last half century Fhe ple
changed markedly. In the 1930s working-a9

ms
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Were seen as the main group in poverty: the main
Causes being unemployment and low earnings among men
With large families. By the 1950s and 1960s
Pensioners were the major cause for concern. Now the
POsition has changed again and in 1985 it is families
With children who face the most difficult problems.

the social security system must be consistent with
Iment's overall objectives for the economy.

It is an essential part of the Government's economic
Strategy that the share of national resources
Consumed by the public sector should be curtailed.
Social security, is already by far the largest
Government programme - more than twice defence
SPending ang larger than health, social services,
®ducation and housing put together. Because

Social security pre-empts such a large part of public
®Xpenditure and is growing so rapidly it mustput the
Government ' g economic strategy at risk. Many other
countries find themselves in a similar situation and
there jg widespread agreement internationally on the
"eed to take stock. But there are also wider issues.
While it is one of the functions of the social
S€Curity system to help those who are unemployed, it
is Self—defeating if it creates barriers to the
Creation of jobs, to job mobility or to people
feloining the labour force. Clearly such obstacles
SXist if people believe themselves better off out of
WOork than in work; or if employers regard the burden
M administration of national insurance as a
Substantja) discouragement to providing new jobs.
Equally restrictions in areas like pensions can
diSCOurage people from changing jobs. If we wish to
Shcourage individuals to provide for themselves then
the socia) security system - public and private -
Must not stand in the way.

SECRET
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Third, the social security system must be simpler to
understand and easier to administer.

Forty years of tinkering have resulted in CompleXl;Y
and confusion. Nobody can be happy with the systetem
as it stands today. The supplementary penefit ?ys
alone requires some 36,000 staff to administerl e
The rules of entitlement are so complex that tne
guidance to staff runs to two volumes and 16,000
sections. Nor is it only the rules which caus®
confusion. All the main means-tested benefits.;
supplementary benefit, housing penefit and famJ'- zome
income supplement - use different measures of lnfor
and capital. While the evidence suggests thatiated
the public, schemes like the State earnings—retimes
pension are shrouded in an obscurity which at
is virtually total. As for administration.
the social security system is run from
which largely lack the kind of aids which T
computer science can provide. The result 1% taff
service for the public too often fails as the

hunt for files in a Dickensian paper-chase

1.13 It is, of course, clear that these three ?b
are not independent of each other. At times Ch°1cesc
be made. Thus it is quite possible to construct 2@ 1d be
under which all benefits - including pensions -~ wo?ng public
means-tested on the basis that this was Concentratlbjective
resources on those who needed them most. Yet the ©
of relieving need does not lead simply to fails:
that the State should provide only where all else rovid®
is an entirely proper function for the Governmentln

a basis on which individual provision can Teflts xpenﬁes ar®
particular, such support can come at times When_e 1imit
high (as when raising children) or when incomeé

(as in retirement). Here Government is underp*

nningd
. 't.
e . . ing *
individual effort: encouraging it not replac
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;;ii The Government's proposals are not Fased on a’grand
Secugztfor 4 new State system but on a vision of social
individy Which sees important roles for‘both State an?
differ gy Provision- In that respect it takes a radically
last fent direction from some of the developments over the
approaz;ty Ye?rs consistent withlthelGovernment’s overall
independ to give greater responsibility and greater

eOCe to the individual. But the proposals have been

fr
S‘c:r?(i BleoNyith the clear belief that our tradition of

maine SUpport for those in need is one which should be

alned ang developed.
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CHAPTER 2: THE DEVELOPMENT OF SOCIAL SECURITY

942 was &

gion 1?

ridge -

2l By any measure the Beveridge Report of 1
landmark in the development of social security provi
Britain. But social security did not start with Beve

B of
He was building on advances made in the first forty L
had

the twentieth century, advances which in his words -
produced a social security system 'on a scale not Surpgss

. ' .
and hardly rivalled in any other country of the world

2.3 The early role of the State in supporting
r Law,

could not support themselves was, as with the poo

: , is

simply to avoid extreme destitution. Any help peyond EZ

was left to charities and - increasingly during tPe 12
ective

nineteenth century through the development of coll
self-help - to friendly societies, trade unions,
co-operatives and savings banks.

: , . e
2.3 On their own these arrangements failed t© relfust
poverty and it was this which led to the setting UP ; 2
h form th

before the First World War of the schemes WhiC :
foundation of our modern welfare state. The systematlc
social surveys by Booth in London and Rowntree in York
provided incontrovertible evidence of urban povertY-
Friendly society schemes in the main could only cOVe*
short-term interruptions of employment and the level
benefits depended on what the members could afford-
first State schemes set up - non-contributor
pensions and social insurance for short-term C€O*
were quite deliberately designed to avoid the sFlgm: ri
effects of the Poor Law and to provide peoplé w% cies
to a payment from the State to cover those Contlngen
Stiol social

la more detailed account of the developme
security is given in Appendix 3, Volume

2 op. cit. para 3
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Which Most often

irst
These firs
ve rise to poverty.
gave st
initiatives

' arly
in the e
lidated and extended
were conso

d
ans-teste
ic non-me . it
. iple of bas ibutions

; D the princip contr

;:23: 'Whefinanced largely through

OVision

established.

2.4

rity
. cial secu
in strand in our so d help for thoée
The secongd i tem of means-teste lace by the time
. ste : d
~ @ national sy ise - was also in it Assistance Boar
Unable tq Manage Otherwk The Unemployme ts to those
Bever; began his tas iy Or paymen nt
1dge beg ibility in 1935 £ ing unemployme A
took OVer responsi ith the increas sted their ti
¥ed people e wthirties, had exhau evious
Wenties and to the pr the
the t : nefit. Compar?d e Committees of
to ?nemployyent 5 Public Assistanc rd carried out i
admlnlstratlon by t?e ent Assistance Bzaom controversy.
oym 5 to
Poor Law, the el s relatively free Second World War
taSk in 3 ¥ay that wa ded during the ions and the
ons were exiazion of old age pens
€ supplementa - hildren.
oF hzip for widows with c

SYsten

unemplo
during

Its functy
include th
Provision

where
a system e
ridge was here a mi
2.5 confronted Beve ior role; W all
"ang tWh:td benefits played a major ements existed f°rs
of st i e- ate insurance arrang different system
aFe and Prlv ies but operated on
€ main Contingenc

Yith g3

" 4 d
eflt: an
1ls of ben
d at different leve
fferent rules an
Where in

His
e.
inadequat

re inadequ

; vels we

efit le

SOme areas ben

'prODOSals

ate a
: t, to cre
designed to eliminate :;n needless ices
Were des ut 'the : servic
Oherent SYstem which would cit zhe British soczaieaVe room
' 0 - . r s . oul
inig Cost which ma hich w
today'3t§2§lzz achieve this in a waiizn
ibu -
for individual and private contr

3 H ‘
1biq Para, jgq
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Beveridge's plan

2.6 Beveridge's plan for social security was essent%ally i
plan of insurance - of giving, in return for contribUtlons'
benefits as of right and without means-test. He was under
no doubt that this - 'rather than free allowances fromiEis
state'? - was what the British people wanted.

posals

27 It followed that at the heart of Beveridge's L

was the contributory principle: contributors receive it
payment when they experienced a particular contingency 2
retirement or unemployment. But he was convinced that £ES \
State should not take over all responsibility from the
individual and must leave scope for individual aCti?n' e
benefits were to be generally flat-rate and at supsiste
level. Contributions were also flat-rate. All insuréd
people - rich or poor - would pay the same contributi®
the same security. This distinguished his scheme from;be
instance, the New Zealand system which Beveridg® desc” the
an income tax assigned to a particular service- Undzra

Beveridge scheme all contributions would be Pai
1 insured bene

gtate i

ns for
for
as

] id
single social insurance fund and al fise e
from it.

2.8 The most important consequence of the insuraZZiay
principle was the assumption that there would be @ o pal
while entitlements built up before full penefits e
out. Improved pensions would not be paid at once
rights would have to be built up in the national
twenty-year period. What was also implicit in
plan was the ability of the vast majority of Ehe Pozefits 4
to make contributions; and for the contributorY'I;zr tre

be adequate once the contingency had occurred- il
limited number of cases of need not covered by socto a
insurance', he said, 'national assistance subject

uniform means test will be available.'

4 ipid para 21

5

ibid para 19(x)
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SVeridge ip ractice

ince ‘the
. ears sinc
doubt that in the y
2.9 There is no

d d
lmprove
ision has is of
ial SecuritY pIOVlSUbt that the basi
9¢ Report socia it is beyond do
[ 1lly i
tially. Equa

: by
saged
that envi
ically different from
. a
€ System jig radic
Beveridge.

Beverid
substan

Loty
ln pensio
e been i
damental changes hav
2.10  qpe most fundam

iod of build up.
lsaged a tventy year p:i:ze o e ke
Beveridge hag enV1?ag vour of the imme introduced to
This yag relected in fzntributions wereriginal flat'ratzed
Pensiopg GraduatEdrCto replace; the o While SERPS mar
supilégeEF' anihi:tgeveridge proposed.
Contripy ions

-rate
£ flat-r
: ncept o
from the original co
ANothey Step away

State Pensiong .

nd
' 's plan a
eridge

i fference between Bev

2.11 Other major di

What tq

d
imited deman
a limite
hat he envisaged ?niyinsurance' Frog
a a e
Ok place was t t covered by soci scheme that prov A
for heyp from those no tional insurance rs some fifteen p
f . e na ea CRapE
the inceptjop ?f-t:ic Within ‘three Yle Fod rece1v1nz
stic. r
hopelessly oPtlml i e Toved Peoi e R :ional
Cent of Pensionerg hirty pe of na
: ; Today t uccessor heme
nce. . S sc
TeCeivipg supplem?n entary benefit ha et recnler
assistance. Supplem illio
PIOViding long term support for mi in child
n
A cé was 1 : d
P FR-ceErnss f chil
' ficant tion o .
Slon t another signi introduc id in
i e Beveridge proposed the 12 TR TR Paldces’
C
dition ¢, the existing system 0fate FRetisy the th tackle
Y were ¢, be paid at the same r i B
beneficiar ¥8% in or out of work -

SECRET
13




SECRET

family poverty and maintain a sufficient gap petween
earnings and income from benefit. But family support in
payments were not introduced at the same level for peo?léon
and out of work and have never been so since. The p051t1
has been helped by the introduction of family imcom®
supplement and child benefit but the total income of S?Zen
working families is still below the level of support 9*
to people out of work.

f
; : rage ©
2.13 Substantial gaps were also found in the cove

. f
. - field ©
benefits proposed by Beveridge, particularly 11 tgetic
; : § S
disablement where social insurance was not a reall

tributory ber
as ©

efits
model. Over the years additional non-con

were introduced to give help to particular groups
right outside the national insurance system.

Preserving Beveridge

2.14 When, therefore, there are calls to pre
they need to be examined carefully. Beveridge . and has
social security was radically changed at the OUtS? ciple
carried on being changed since. The insurance P s
envisaged soon perished and with it went much of t
fundamental structure. The goal of a simple and
comprehensible social security system seems as £
ever. Those who argue for no structural changé orsel
at the edges should not be allowed to enveloP the:
the mantle of Beveridge. They are arguing for th

status quo.

ves in

ew
produce P

2.15 But Beveridge's purpose was mot =2 ng from

His plan spr@ carried

structures for their own sake. '

i ' 16 Kased on socialiel t
diagnosis of want'~. It was baseé Lping tha
out in Britain in the 1930s and aimed at en®

6 ibid para 11
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no;ozzlf:il below a subsistence standard. He wanted to see

unemployme zf p?verty whether that ?as c§used by

raiSing . ? ,.31ckness, the extra f%nanc1al demands of

centray r01am:l.ly or old age. ¥n this the State.hadla :

hig Plan thetbut not an exclusive one. .It was intrinsic to

and the ind: .there should be co-operation between the State
Vidual. To what extent have these aspirations
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CHAPTER 3: SOCIAL SECURITY TODAY

3.1 Spending on social security (including

administration) has increased sixty-fold since the st £
g the coS

national insurance. That is five times as fast a d

of living. This year it will total over £40 pillion &P
represent almost a third of all public spending-
proportion of GDP taken up by social security has
4.7 per cent to 11.0 per cent over the same Perlod
the last fifteen years this proportion has increase

than half.

3.2 Part of the growth in the budget is €XP
changes in the definition of social security:
the introduction of child benefit in place of ch
allowances during the 1970s and the unification {7
support (previously met in part from rent and rateé . in
through housing benefit in 1982 and 1983. But the ma
cause has been increases in the real value of bene the red
which have accounted, on average, for two-thirds

growth in spending since 1948.

j1d taX
of housind
tes)

curitY
3.3 The main sources of finance for social s€ o
io
spending are general taxation (about half), nat er)and
out a qua

insurance contributions from employers (ab

from employees (about a quarter). Although thlznlng of the

distribution is broadly the same as at the beglr gharé thal
; . e
1950s, general taxation is now meeting a great
for most of the intervening thirty years.
ocial

s
pendlture og ged o8

th of ex
An account of past grow re groWtl tune 82
X

security and projections of futu

!
current policies is given in Append:
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e f€ason for this is primarily the rapid increase in the

i:i:féeCade ?f spending on non-contributory meané-tested

NeVeri;S' Mainly supplementary and houéing'beneflt,

£20 by e}ess’ national insurance contributions worth about
tlion a year are collected and the Newcastle Central

Of £ :
tice of the DHSS maintains over 50 million personal
dCCountg

3.4 .
. The Payment of social security is one of the biggest
M most stqpe

A%though ove
9iroche

intensive undertaking in Government service.

T 100 million payments a year are made by

+ the vast majority are made by order book - 53

€ issued each year - personally presented at a

€ counter. DHSS staff handle 17 million new

benefit a year and annually review another 20

Staff op iSFing awards. All told the DHSS emp}oys 81,000

ne&rly 8950C1a? security - although this total is down from

SUPD] e +000 in 1979. Apart from the 36,000 employe§ on

loca) anztary.b&nefit cases there are another 30,009 in

Contribut-reglonal offices dealing with other benefits and
000 ar10ns, and 10,000 employed at Newcastle. A further

a-dIlIJ‘.nis‘r_ee-emp:mlh&d in the Department of Employment

in loca) TiNg unemployment benefit and about 8,500 employed

dUthorities on housing benefit.

millj_On %
Post: Offic
Cl aims tO

milliOn o

The _
benefy structure?
3.5 .
Socig Flgures 1, 2, 3 and 4 show how total spending on
benefitSecurity has grown; how the value of the main
e : s increased; how the importance of different
e flts ’

Shefi¢ o Changed; and how the numbers receiving the main
Can 53 ® have Changed. The role of the social security system
S

Te bey ¢ looked at in terms of broad groups of people who
anqg sicng helped: the elderly, families, unemployed people
. k ang disableqd people.

etay . .
syste;l%EG description of the current social security
S 9iven in Appendix 3, Volume 3.
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Figure 1
Growth of Soclal Security Expenditure in Constant (1984 - 5) Prices
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2
4 Inthe

ang 1934“"“' Ot Benefits in Relation to the Increase In Prices between

Eanors (single person' rate) — percentage increase 1949-1984
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Figure 3
Expenditure on Soclal Security Programmes a
of Total Expenditure 4" s a Percentage
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The elderly

' to
3.6 Almost half of all social security spendind goge

the elderly. There are 9.3 million national insurance
havé

retirement pensioners (3.2 million of whom also
oners

separate occupational pensions). 1.7 million Pen51

also receive supplementary pension (at a rate apout
d to the

quarter above the rate of supplementary benefit pai
unemployed) and have their housing costs paid in full- :

further 2.5 million pensioners also receive some
their rent and/or rates through housing penefit.

The family

h childre?
s Share
ax-free

37 Expenditure in support of families wit
accounts for 20 per cent of the total. The lion
(£4.3 billion) is on child benefit which is paid k
for all children irrespective of the parents' income:
Additional help is also provided for one-paren
group which has doubled in size in the 1ast fiftectsd
For working families family income supplement 18 aras
on a basis related to family size and income: althoud
about half those thought to be eligible claim it-
non-working families supplementary benefit pr°V1dés
substantially higher support for children than Chllld
benefit. A total of 7 million families receive Chl
benefit, 200,000 also receive family income suppl€ t for
nearly a million receive supplementary penefit supp

their children.

Unemployed people

on -
t spendind gose nefit 15
Unemploymer % the
ge who mee®

oplé
loyed PES ntaly

38 Another 17 per cent of benefil
dealing directly with unemployment.

available for up to twelve months for thos
contribution conditions. For other unemp

support is on a means-tested basis through supp
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benefit
dependent
°f those o

through su
Children.

Sixty two per cent of unemployed people are wholly
On supplementary benefit. In addition, a quarter
1 unemployment benefit require additional help
Pplementary benefit particularly where they have

Si .
1CK ang disableq people

zﬁsro S?ending on benefits for sick and disabled people is

expen:?hlng £5 billion a year - 13 per cent of total '

ang dilture, The bulk of this is on the longe%-term sick

£3 bili?bled' with three main benefits accounFlng f?r over

L 80;on, Or 60 per cent. Invalidity benefit, palg t?

att »000 People at any one time, costs over £2 billion;
®ndance

allowance, with about 500,000 recipients, and
lowance, approaching 400,000 recipients, are the
ain benefits. Between them these two cost nearly

"Obility o
tWO cher =
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CHAPTER 4: WHAT HAS IT ACHIEVED?

4.1 Despite its self-evident scale some argué
British social security system has achieved all too
In the words of one author, it is 'another British
failure.'l Whereas the national health service and t?e :
education system attract widespread public supports e
argued that there is no similar public affection for the

Sl 15 |
] . | ] Clsm l
social security system. Such over-generalised criti |

unfair.

4.2 At its most basic the social securit
much to ensure that absolute deprivation such as €Xl
before the Second World War cannot return. The
level of benefits is now very much higher tha '
years. The levels of major benefits like pensions andterms
supplementary benefit have more than doubled in TeE me
since the War and more than kept pace with the take-h°
of the average earner. Today a family on SuPplementaZ§age
benefit will be living at the same standard as the av
manual earner was just after the War.

4.3 The achievements of the social secul ;
also be shown by the improvement in the economlc
pensioners, who are the largest group in society 1951 and
on benefits. The basic pension increased petween

1981 from 30 per cent to 50 per cent of averade S
for a married male manual worker. occupational pes

provision

: . . ritisn
1 sir John Walley, Social Security: Another B
Failure?, (London, 1972)
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has imProved:

more pensioners receive occupational pensions
ad recejye o

e income from them than before. Taking

?ensioners as a group, their average personal disposable

ihcome Per head has increased from 41 per cent of ‘the

“Verage for nNon-pensioners in 1951 to 57 per cent in 1971

and tg gg ber cent today.2 The most significant developmenF

Z; all - ap Outstanding example of individual provision - is
a

t about half of all pensioners are now owner-occupiers .
and haye a self-sufficiency and independence denied to their
predeCQSSOrs. Looking forward thirty years it is estimated

at the Proportion of owner-occupiers among pensioners will

reach 70 per ce

ne.

HLesent neegs
41
& 4. The living standards of those most dependent on
ioclal Security benefits can therefore be seen to have :
rzproved Substantially over the post-war period and in this

“Pect 5 Prime objective of any social security system has
ee

n achjeyeq 3
avour of 3 rela
Poverty or depri
0? subsistence

r}se With the g
llVing Standard
5 Mnimyp sta
S8 of the

But many commentators have come to argue in
tive rather than an absolute standard of
vation. Instead of being based unalterably
heeds the poverty line should, it is argued,
e€neral level of national prosperity; thus if
S rise in the community as a whole so should
ndard to be made available to the poorest
Comﬁunity.

e

Figureg from

EQEELQEEEEL_Pension Costs, and Pensioners' Incomes,
. (HMSO, June 15843

é detaile

*1led analysis of Low Incomes and Social
GCurity j

1S presented in Appendix 1, Volume 3.
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3 rt
4.5 Various attempts have been made to measure pove Y

i . ' ount
using a relative standard. A common approach is to €
supplementary

all families with incomes below the level of
tweel

benefit as being in poverty and those with incomes be
100 and 140 per cent of supplementary benefit as peing P
the margins of poverty. There are, however, serious
drawbacks to this kind of approach. In particulal:

level of supplementary benefit rises relative to OFhe
of income, more families will be counted as peing ip P

; lation
even if the real incomes of all families in the popt

if the
T forms

are rising.

4.6 For these and other reasons there is no¥w I

: .« does B
any universally agreed standard of poverty. Thi®

mean that the question of determining priorities'
indeed 1t
t are € :
ity deRCELDES
ment ©

social security system can be avoided:
important that those whose needs are greates
identified. The new approach to social secu
in this document is closely linked to such an asses®

today's priorities.

4.7 Families whose needs are likely to
defined as those falling in the bottom 20 Pt og s beind
national distribution of income, with family incomtfﬁf;io
adjusted for differences in family size and comPO?:s. The
allow for the greater requirements of large famill (and
latest evidence shows that over the last ten year:are
indeed over the post-war period as a whole) the ;i nt of
total net income received by the poorest 20 pE: ein
families has remained roughly constant. Although. :
absolute terms the position of the worst-0 £ socl
it has remained unchanged relative to the rest ©
But there have been important changes Eiﬁﬂiﬁ thély
population in terms of the mix of different fam;ottom incom®
In particular, the number of pensioners in the bl b
range has fallen significantly and there haé 1-:‘es caded by
corresponding increase in the number of famili®

person of working age.
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4.8 .
Higher unemployment is the single most important

z::szsoihthiS'Shift and unemployment has now displaced old
OVer tye : Main reason for low incomé. Figure 5 shows that,
Incomeg Whast oD Ye?rs, the proportion of those on low .

of a1y o O‘are pensioners has halved as has the proportion
Contrast & lescuhe are.in the bottom income range. In
families’ the nuTb?r of151ngl? unemployed p?ople, one-parent
increasedand families ?lth children on low incomes has

or Young g?eatly_ While the iTplications of unemployment
riority fSlngle people are serious - and a matter of
non_hOusehzi the G?v?rnm?nt - many of t?em aFe .
Low"income fdeFSIllv1Fg in households with higher incomes.
and i) amilies with children are generally hO?Seholders
inadeqUate élf are headed by.someonelin.worklbut with ?n.
With childrlncomeo The particular difficulties of families
different ®n are confirmed by studies of tye ability of
Over half gzoups FO Qaéage at current benef%t levels. Well
Nenbe g S a:!-1.lnd1v1duals living on low incomes are now
increaSe ;f amilies containing dependent children, an

Nearly a fifth on the corresponding proportion
©. This change in the balance of need has been

aCtor in the development of the Government's

p

en Yearg ag
 majoy £
proposals
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Figure 5
People on Low Incomes 2hg 1971 and 1982 Compared

1971 1982
y : = 128
Average real income = 100 Average real incomé
Pensioners Couples Pensioners con:itpt:as
349 with 19.2 children
children
397 AT

! les
Couples  One Working-age Workini_:f-aga One-parent wnhgut
without parent single single families children
children families persons persons 9 80
70 88 97 157 !
|
|
28% in |
p roseé by

Average real incomes for the bottom quintile grou

real terms between 1971 and 1982.
.. the !
30 £he|

TYPE

LY 1% g Wi

e This figure shows the percentage of INDIVIDUALS by FAY fnmlllegetailed
bottom quintile. The bottom quintile contains the idan: (More

lowest incomes, adjusted for family type and compos
information is given in Appendix 1 of Volume 3.)
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CHAPTER ¢ THE NEXT FORTY Y aian. inpertant
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. of na do 4 ! T a
the proportlon-ts has more than more than half e
. s
Security ben?ilhas increased byinstancef thé c?ty -
a8t Hlfteen e ared with, forlar social prlor; GDP
increase has to be ek ajor and popu a proportion o
- liceiailn
the heaygy P lisousta hly constant aslust e e
Yhich hag Temaineq r°:ie issue is not 3.n the social
TS.E, ithi e
Y vears. But. priorities wi face up to th
€S ang Competing We must alsothe system.
rogramme today. i1t into
essurzspwhgch are already buil

children =

increasing b
placing on
Yearg,

Socia]

for lan
increas

securit
Pr

Whatever
raphy. e facts
is demog ture, som lear.
5.2 irst of these e fu ion are c
?he‘f may be about th e population RS-
uncertainties there cture of th lation has i
out Changeg In the stru le in the popu in to increase
€ Numbe, °f elderly peop rs and will begi
a

in recent ye

Th

ntury.
ing of the next ce

innin

rapidlY 49ain at the beginn

Morecver

80
ed over
umber ag

. entY years the‘nplications notl
W im a

' OVer the next cent. That has alth and person
wily i Crease by 40 p?i but also for he will need more 4
j ' ecurity tion imilarly,
| sccial S he retired popula pensions. Si

Socia) Serviceg, T.iy care as well as

OSpita) and communji

1 Se

© Abpengiy 2, Volume 3.
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if the number of one-parent families increases in line with |
expectations, expenditure on them could increase by one |
third over the next twenty years.
5.3 At the same time, the balance of the pOPUIation e
change. The number of people of working age will fall
relative to the number of pensioners from the beginning 2
the next century. The ratio of people of working age <2

o 2025/6- BY

pensioners will decrease from 3.3 now to Nl

then the cost of the extra basic State pensions Lo than |
without any increase in their real value, will be moril to
fa

£5 billion a year higher than now. This cost will,

jve
be met by a smaller and more heavily burdened product e
workforce. This.trend is exacerbated by the existen;;is

the State earnings-related pension scheme (SERPS) - ‘+i0n
-related additt

scheme is intended to provide an earnings
- thetreous

to the basic pension for those not saving fo

[l t 0 |

retirement through occupational schemes. But the coje to b€

SERPS will fall on the social security budget and b2 cost:
The extrd

paid by future contributors and taxpayers.
even on minimum assumptions, will rise even
billion a year at current prices.

rually to 522

jal
: the soCla
5.4 Even in the next twenty years the cost of  pimum of
: i
security programme is projected to increase€ by 1 1 terms '

between £5 and £8 billion (12 - 20 per cent) 1 unted
on present policies. The range of increaseées iginci
for by different assumptions about the course of
unemployment. The lower figure would result 1 fge Thé
fell to half its present level over the next tel
higher figure assumes that unemployment falls fromta is
current 13 per cent to 10 per cent. Equally impo::lth
the assumption that benefits are uprated in" 10 WJ.ds for
prices. This would maintain present 1iving gtanda ty
those dependent on State benefits but over the

years benefit rates have in fact increased bY mor?ngs. 2
and have broadly kept pace with increases i
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benef;
3 efits were to be uprated by, say, one and a half per cent
Year ahead of

Costg to be
tlme would b

prices, the range of extra social security

borne by the working population in twenty years'

WOUlq po € £16 billion - £20 billion. These figures
Present an increase in total social security

SPenqj
allow}ng of between 45 per cent and 55 per cent after
currelng for inflation. And the in-built pressures from the
durinnt Pension scheme would add a further £24 billion

9 the tventy years thereafter.
255
happen ?here are many uncertainties in forecasting what will
Unemp ture, particularly where factors such as

appliesyiznt a9d e?onomic growth are c?ncerned. Tﬁe same

influenced irojectlons of population size where this %s
Orecagtg ofy changes in the birth rate: But th? b?51s of

Population thelnumbe;s of pensioners is the existing

_ On which we have very accurate data; and

£ mycy ;23 or lik31ylpatterns of mortality %s also subject

Tegarg forerower margins of error. Thus, while we may

population Casts of the future size of the employedl

Sven Qite and-of gr?wth in the economy as speculative over

elderly Do ShOrF periods of time, the current growth of the

heginning iilatlon and the resumption of that growth atlthe
e rowty ] the nexF century are certainties. So too 1s

from the bu'n expenditure resulting from SERPS. It results

' 1ld up of entitlements rather than the increase
It is against this background that the

ave prepared their proposals for the future.

Government b
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CHAPTER 6: FACING UP TO THE FUTURE
6.1  The Government believe that the case 0% SEEEgiEE
our system of social security provision is clear- In i
putting forward proposals the Government are seeking Do :
provide a coherent basis for social security in the fPtFId
and to tackle the real problems which have been identifiec
We believe the time for reform is right and the need £0F

reform is urgent.

: : : cial
6.2 First, the Government believe that the finan iy
' : 0 |
issues must be faced now. The escalating cost of ihe
security must be controlled now and contained for

" . tate
future. In particular we have built ourselves A ct to
hich we all ezt

ing for:

earnings-related pension scheme from w
benefit in the future but which none of us is pay

. and the
It is our children who will have to meet the cosg storeé th
: e
burden will be too great. We should act now to T . s ol
rovisl

proper balance between basic State and private P his o¥P
We should make sure that everyone contributes now t0
occupational or personal pension.

st b®
6.3 Ssecond, the Government believe that resourceie:i
directed more effectively to meet the areas of greaovide
need. This does not mean that benefit shOuldlbe P;ce:
only to those in need. We believe that, for insta :
State should provide basic support as of right L that @
and families with children. But we do not acceptt gives an
greater spread of universal benefits is right s ividual
over-important role to the State; it undermines 1:5‘ 1f vwé
self-reliance; and it leads always to greatel ?05 spent mox®
want to see the money we spend on social Securltyme
effectively, we must accept that this involves 5977 ¢ tnos®
redistribution between different groups of people- e who
in the greatest need are to get more help.,

need less help will get less. We have to0 aves
penefit

void co h grovh

systems, such as we now have in housing
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fI‘Ol’n hein
hel

are

9 schemes designed to give limited means-tested
P to those most in need, until they cover much wider

aS of the population. We must target the resources we
Y€ More effectively.

6.4 : ‘
be Simp§§££g' the Government believe that the system should
L

The evidence shows that people want to see a

ore comprehensible system.l That means simpler

tlement, less duplication between benefits and

C and private provision. We can end the

en unemployment benefit and supplementary

and we can reduce the duplication between State and

Tovision. Yet the greatest aim must be to simplify

~tested benefits. We intend to replace

Not o tafY benefit with a system of in?ome support based

Teagop, detaileq regulation and needs-teétlng but on .

Ang able‘support for all with the minimum of complication.

basjg %t simple structure can be carried thr?ugh to form the
also of our systems of housing and family support.

Simpley AR

between Publi

Everlap beth

Supp 1 emen

6.5
bettey fourth, the Government believe the system should be

employ&:dTiniStered. At present more than 80,000 staff are
engaged ,ln DHSS on social security and they are ?ften
themselvln AN endless paper-chase to the frustration both of
to Make °S and the public. We have embarke? on é sFrategy
SYstep *ll use of information technology 1? bringing the

~ Thig Wi:? Yo the standards of the late twentieth century:

? Major € an enormous modernisation programme presenting
strengt challenge to DHSS management. We pr?pose to '

2 ney m SN the Department's managerial capacity by creating
pe°ple inagement board which will bring together the key

3 : '
1“01§§§Ent of public attitudes to social security,
Appendixg4a Survey commissioned by DHSS is given in

' VOlume 3 s
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. a
the Department and will include, to work with them on o9
part-time advisory basis, a number of experienced manad

from outside the Civil Service.

nderminé

6.6 Fifth, the Government believe we must not U s

individuals' willingness to help themselves. we can ent
that people, particularly families with children, 4 n°_th
find themselves better off on benefit than in work or ¥

no advantages from greater work effort. We can help
unemployed people to maintain contact with
market. And we can do more to help people to S€CUX®

own pensions.

n restoring a
ision-.
also

6.7 Above all, the Government believe i
proper partnership between State and individual PrOY
There is an important role for the State put there 158
one for the individual. The Government must encourad

make
and to
individuals to meet costs which they should beas £rond:
s will create @ 2

|' . . . hn
appropriate personal provision. Thl Sl

new partnership between the State and the ind1vi

nd that the

6.8 It is with these objectives in mi
the I

Government have formulated their proposals for
social security. The proposals for each area of Jaine in
system are outlined in succeeding chapters and exprea 0
more detail in Volume 2. The proposals for each at
provision are designed to achieve the best a?d mezes »
appropriate balance between the!diffeventiol S

the system should seek to achieve, taking acc
current pattern of provision and the n .
system now serves. The intention is to achieVv col
which serves the varying needs of people and the !
best, rather than a system which is determined bihe
objective or which places too great a weight on
mechanisms for delivering benefits.
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6.9 Thus,
SYsten for co
10ng_

we consider it right to retain a contributory
ntingencies like retirement, unemployment and
be thze::lSiCkneés_ It is not the function of the State to
Value ip re p?OYlder of these benefits but there is a real
contributietalnlég a link betw?en benefits and the
coumﬁbutozns paid t? earn entitlement Fo tﬁem. The
DrincipleS Y system is not based on ?trlct %nsurance
Means g, é and Hever has'been, but it provides a valuable
Snefjtg reitermlnlng entitlement. The ?ubl%c rightly see
different f ated to the payment of contrlbut}ons as
'free alloerm and better than, tg use Beveridge's phrase,
eTefore raﬁces from the staFe'. The Government
0Se yho aeJECt the alternative appr?ches advocaFed by .
*Ntirely onrgue for a totally new design w?ether it re%les
Paiq re Means-tested benefits or on universal benefits
dardless of circumstances.
6.1
includiigwizll¥ means-teéted appr?ach to social security -
°0ly one b zslon ?nd cﬁlldlbeneflt -Iw?uld at best meet
Concentrate hhe main objectives identified above: to
Woulq ‘ elp on those who need it most. This approach
“hderminz dlsc?uraging self-help and reducing incentivest
e GOVErnmee Tmpoftance of individual pFovision: Nor, 1in
enefits as n; S_Vlew, would-a system whl?h'pIOV%ded n?
e acceptablz right to pensioners or families with children

5.11

ap At

igger rzie Other extreme is the approach which envisages
regardless e fOr'better universal benefits paid to all
fole of th 0? their needs. This approach diminishes the
St&te. © individual and further enhances the role of the
required ; ¥ould increase the overall level of resources
Slice 5 Y S?cial security, pre-empting an even larger

: Public Spending for this area, increasing taxation

1 Wiy
liam Beveridge, op cit., para 21.
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Oone
e would b€ a
n was

or precluding action in other priority areas.
consequence of this increased role for the stat
reduction in the extent to which individual pr0V151°

encouraged or could be afforded.

1ook first g

6.12 The Government believes it is right to ysten

the objectives which each part of the social security °
should seek to meet and how those objectives can pest P
balanced. Having done so there is then a cleal
responsibility to see that the mechanisms for de
benefits operate as effectively as possible. ThigRaee"
wider than just the DHSS. There may also be scope £oT

improvements in the co-operation between the tax and The
tween them:

livering

security systems.or more effective links be 1d be
Government believe that the scope for such 1inks i
pursued actively wherever they seem likely tO lead ot
improvements for the public, employers, OT the GOYernm
The projects to computerise PAYE and social securltYl in
new opportunities which can now be examined more fu;hzre
the light of new benefit structure prOPOSEd here-
are, of course, differences: for instance., Personal
taxation is based on income assessed over a fixed ¥°
period while social security is often necessarily'coome,
with responding quickly to short-term changes i ln:Ocial
particularly when someone becomes unemplOYEd' Ané
security payments are normally made direct to CIES ents
most of whom have no employer through whom any paiﬁe systems
could be made. Nonetheless closer 1inks betweer venue,in
could lead to improvements in the collection of reaymen
the assessment of entitlement to penefit, 1D L2 pernme
benefit, and in the taxation of benefits. The iGER e gree”
will bring forward ideas for further disc

Paper on the reform of personal income ta
later in the year.

arly
ncerné

to

jon iR
;sio be publlshed
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6.13
i Putting forward the proposals for reform contained

€re . ' ! ; I
canp the Government is conscious that social security

o i - L] "
f E Provide a cure-all. Its important role in meeting

ina : :

Drog:Clal Needs is complemented by other Government

Serv-ammes that provide health, education and other social
ices,

But social security is, and will remain, an
art of the fabric of our society - a reflection
€Ctive responsibility to help those who need help

Essential D
of our coll

::LzztEEOVide for ourselves at times when we cannot be self
9 by our own efforts.

6.

itlzan zziial SEC?rity cannot prevent the causes of poverty,
unemploYmey alleviate the symptoms. Problems, such as
tackleq atnt’ Fhat can lead to poverty must therefore b?

the Condit-thelr roots. This can only be do?e by creating
¥e are s :°;§ for Sgstained and real e?onomlc gFowth. If

® 2lloweq z leéve this, the 'cost of soc1?l security must not
€Conopj im © become a millstone preventing Fhe'general
Poverty 4 Provement on which the real alleviation of

€pends .

SECRET




SECRET

CHAPTER 7: PROVISION FOR RETIREMENT

' osition
7.1 The most crucial decisions about the relative P

) area
of the individual and the State have to be made 1n the

of pension provision. All the evidence is that members P
onging to 2
te cover |
id_19705 a
rending

occupational schemes place great value on bel
private pension scheme: those without such priva
would like to have it if they could. Yet in the m
giant step was taken in the opposite direction bY ez
unfunded State cover.

7.2 The State earnings-related pension scheme _elated
that retirement pensioners will receive an earning®

pension in addition to their basic State pension-
scheme the best twenty years of qualifying earnind® *.
1978 are revalued to the date of retirement in liné W1s
national average earnings and the earnings"related b
is one quarter of the resulting average. The SCheT 4 s0
introduced in 1978 with a twenty year maturity per:?

that the full cost does not start emerging unti% 2 et
1998 - although additional costs are already b31ng_me or
people covered by the scheme retire with, say: s &kt

year entitlement.

s since

ut of

T Occupational schemes can contract © o
a degre®

scheme - although this description supposes
separation which does not exist. A contrac
must promise to provide a guaranteed minimum
other words the scheme must guarantee a 1eve
is not enough for an employer to guarantee @ léve art £ the
contribution to a pension. The workings of thls_icen
State scheme are undeniably complicated but Fhe %

for the employer to face this and bear the risk
being more than he had bargained for is a

[ : : e
insurance contribution. The State also offe
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Pensjon become
responsibility

in particular when the guaranteed minimum

on S payable the State in effect takes on the

i of maintaining its value in line with the
1h prices. About half the eventual cost of the scheme

COmeg from infla
P

Tovideq 4 tio?-proofing the guaranteed minimum pension
€ Payme Y occupational schemes. The other half come? from
A that Dens?t of second-tier State pensions. On the béSlS
at Spen;?ns are upréted in line with pri?es‘this will Tean
ave reaChlng on pensions which is £15.4 billion today will
£27.9 billéd £17.9 billion by 1993; £21 billion by 2003;
{115, y o O" BY 2013; £35.7 billion by 2023; and £45
en the §I2033- If pensions were to be uprated ?y earnings
1 billion ﬁigures.WO?ld be £20 billion; £25.9 billion, ?36.4
Orne e;ti 9.8 billion and £66.5 billion. This cost will be
time, No EEly PY the contributors and taxpayers of the
und is accumulating, only a debt.

SERpg ;:at inevitable burden is but one of the drawbacks of
- € Government believe that it suffers from other

Serioyg defects

L X

EEQ-EQLE_Qf the State: the Government's first duty

:Ezzld be.to look after today's pensioners. SERPS

nEVernthlng for anyone who retired before 1978 and

Sensib:lll-d? 80, It would ?ela? altogether more

GOVernme division of respon51b111Fy.for the

e ent.to concent?ate on prov1d1?g és good a

nQEdEdPen51on as possible and on assisting th?se who
€Xtra help in retirement; while the private

he Sect?r should concentrate upon providing additional

iziilzgs With the aim of extending such cover to as
the population as possible.

1t

é%gi%igggi-DIOViSion: occupational pension cover is

COmplexénd has been discouraged by*SERP?. The

contractFy of the State scheme's provisions on
lng-out and the open-ended commitment that
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employers have to take on has meant that ther® has
1:.>een little increase in occupational pension coveragde
in industries like agriculture, construction and
distribution. The present contraCting-out structure
provides no incentive for small employers to provide
occupational schemes - indeed by making final salary
pensions a condition of contracting-out rather than 2
much simpler contribution test we have virtually
ensured that there will be no expansion.

Pensioners in need: SERPS would take S
pensioners out of supplementary benefit. 1
no reason why an expansion of private PIOViSion e
not have the same effect. If the central purpose 2
SERPS is to reduce reliance on supplementaly ben
then it is a badly-targetted way of ensuring i d
given that half the additional cost of SERPS ooREs

.from uprating occupational schemes.

. S i
75 Yet looming above all is the emerging cost of 2
the

According to one view, 'It is difficult to discus® i
hadow © 2

futu?e of social security rationally in the S that

foolish commitment.'l And certainly it is peyond ion 0f

the cost of SERPS can at the very best mean 2 pre_emptl '
ensio”

the State social security resources to this fo8 1 i c hop®

provision for forty years to come. The most optimis®’
is that national insurance contributions show only @ re
percentage rise, given that the earnings op which the¥ {
levied will rise. A more realistic assessment 1= L
contributions will rise sharply leaving no scopé ok 1esS
improvements elsewhere in social security Provisionf = an
there are to be even further increases in contributlons

tax. !

l: ;
A W Dilnot, J A Kay & C N Morris, The Reformggﬁ) ok
Social Security, (Oxford, Clarendon press: 1
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7.6
) The emerging cost of SERPS should give everyone, of
e ;
ver Persuasion, pause for thought. The twenty-year
postpon

ement of the final implementation of the scheme had

Nothj .
T 9 to do with building up a fund: there is no fund.
“as based on the a

from 19 ssumption that it could be afforded
of 59" The questions are whether this is a sensible way
Plannip

hang g 9; whether it is fair to the working population to
0 1 . L3 .
be pro "% Such a bill; and whether pension provision cannot
v 9 “
'ded in a different and better way.
1.7
The Government believe that there is a better course.

i - , {i )
D committed to direct provision in the form of the

bas'
i lonal insu ' 3
entit)e rance retirement pension as an

m . . ]
Continy, SOt earneq by the payment of contributions. We will
e
that ext to ensure that the pension retains its value; and
€n re "3 help goes to pensioners who need it. The question

Ba
of ty, 41ns as to the future of the earnings-related part
e State scheme.

We rema

TR
A : _
emerging &0l approach here would be to reduce the
COSt of SERPS. oOne way of achieving this is by:

rEdu g :
¢ing the rate of accrual on earnings above a

no longer

giving full additional pension rights on

rs' contributions, basing them instead on a

earnings; and

makj 4

infing Contracted-out schemes responsible for
ation-proofing the guaranteed minimum pension, up

tO a :
T Maximum of 5 per cent a year or the retail price
€%, Whichever was lower.
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7.9 Those who support such an approach argu€ that SERPS
came at the end of a long period of debate on pension® s
that there is now a degree of stability - although that

stability would go if Labour's plan for a national

. ; ; : ever to
investment bank and direction of pension funds were

. ; he
be put into operation. Although the Government see Ehe
apparent attraction of clinging to at least part of Sioal

SERPS structure, we believe that stronger arguments P

7.10 Even a reduced scheme would still lead to @

substantial extra pensions bill rising to £19.6 bi}llo
2003 and £31.2 billion by 2033. All the complexit1€®
implicit in the present scheme would be retained, and
possibly exaggerated. And the barrier which SERPS
represents to the expansion of personal and occupa
provision would remain. The Government pelieve th
provision is the right way to augment the pbasic stat; i
pension and that this is an area in which the rolé ©
State should be minimised. It is better to ensure

: . ] ension:
many people as possible contribute to their oW& P
eir own

n by

tionad
at priva®®

making their own savings to prepare for th
retirement. That is what many people alre
Government believe that is what the p
Accordingly it is proposed that SERPS should be 11, ©
although all rights earned since the scheme pegan ¥

course, be honoured in full.
wiﬂlthe

d be

7.11  Although the State's prime concerl shoul

first pillar of pension provision =- the pasic pendOZISO nas
provided through the National Insurance SYSt?m i 5 priVate
a responsibility to ensure that the second plllar'on. That
provision related to earnings -has a firm fognéatl evel o
means ensuring that people make at least @ mlnlmuiig (o
provision for their pensions, that they have the at'ﬂwlr
influence how their pension savings are used andxtent of
investments are properly safeguarded. yet the ©
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State involven
mlnimum- What

roung Tules upon which employees and employers can base
theiy decisiong.

ent in private provision should be keptlto the
is required is for the State to establish the

7.12 The ending of SERPS will make it unnecessary to
Tetain

the complex system of controls and contribution
Ments which now govern contracting out. Thesel
Ments were created to ensure some notional parity

Stueen the State and occupational schemes and because ?f
e fina‘ncial interdependence of the two. With the ending
=% SERpS the need for much of this complication will reduce.
; N0 longer be necessary, or appropriate, to
dlStinguish between contracted-in and contracted-out
emploYeGs in Setting national insurance contribution rates.
g 1t be right for detailed requirements to be set on

Arrange
arrange

Tt winy

¢ levels of benefit to be secured by OCCHPationa} s?h?mesé
Iese requirements have in themselves acted as a significan
dlSIHCentiV

® to employers from setting up occupational
S?hemes because they carry the risk of an unknown future
llability = in some ways similar to that presented by SERPS.
?.%3 et the Government believe that minimum standards of
iiivate Provision must still be laid down. It woulé be
esponsible to end the State scheme without ensuring that
Ose wh

Conty; © have been contributing to it, or who have been

Some ;butlng to it for their employees, ?ontinu?‘to mzk:he
Tight e Provision to augment the basic pension anSible
to 1es €Y have €arned under SERPS. It would.be pis
Con Ve this éntirely in the hands of those dl?ect y

0 somed, bt the results would be too uncertain and the
se§?;Ee cOnsequences for some future pensi?ners tooinimum
Of ey 3 .It is Proposed, therefore, that, with the m. et

?eptlons' employees and employers should be required to
trlbUte at least a small percentage of earnings towards
Stzn::pl°¥ee's Pension scheme. By defining the minimum

rd iy,

terms of a contribution test rather than a set
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xtent of

benefit level, employers will know precisely the €
rs to

thei / . .
heir commitments; it will be much easier for employ€
there will be

set up occupational schemes of their own;
which can

greater flexibility in the type of pension scheme
on to makeé

be used; and employees will be in a better positil
y wish. There j

th . ' . E

are strong arguments for applying the same arrangeme
self employed people.

 their concer®

7.14 The Government have already made clea
ational

to improve the rights of people contributing to occup
pensions. That concern will apply just as much undel e
new.arrangements which will follow the ending of SERPS:
Léglslation currently before Parliament will ensure that thé |
rights of people who leave existing occupational gchemes ?re
Protected and the value of their pensions preserved' Avcick
is being taken to provide better information to members
about the schemes they belong to. And the Government
announced last July, as an early result of the reviev ©
pensions, that it wanted people to be able to b I
personal pension plan. The new arrangements will be
consistent with the thrust of these changes and, in
particular, will make personal pension plans much easie’ i

operate.

7.15 The transition to the new arran
straightforward, but the Government pelieve tha
framework that is proposed will enable the tranSition the
achieved without placing undue burdens on emplOYers' 5
first place, the new arrangements will be designed it
provide a foundation on which employers and empl0y©e*
be free to build as they wish. Unlike the present
contracting-out conditions, they will not consti
strait-jacket under which schemes are compelled go make
detailed amendments to their rules in order to qualifY'
aim moreover will be for the new arrangements e tha?
self-policing as possible, with scheme actuar %

will

Thé

ijes r@
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::ezu;zide body Certifying that the contribution test has

be ng ch;n For most ex1st}ng occupational schemes there will

autOmaticaii' Schemes which ar? élready contracted out will

Schemeg 5. ¥ meet.the new condltlons: .Other.existing

Withoyt che also likely to meet Fhe minimum conditions

Contributiznge° FO? employers Wlt?out a scheme the

Current CQn: tesF will be much easier to meet than the
racting-out requirements.

7.16
Will p £ el Prepare for the transition, the Government

= (o) . v . ' :
Onsulting the organisations concerned with pensions

aboyt

th y .

diSCuss°e Néw arrangements. As a starting point for these
con 1Ons the Government will be issuing a detailed

S .
for :;;:ziii Paper on the arrangements, including the basis
DensiOHS. Ag Plans for employers schemes and for personal
Propoge to hs part of the consultations, the Government
?ide PensionOId early talks on the possibility of industry
lndustries w-SChemeS to help small employers and those in

1th low occupational scheme coverage.
717

The . ; e
Secong « Change to near universal private provision as the
plllar in su

Mark i pport of the basic State pension, will

lndividu Tportant step in re-establishing the rights of the
a i ;

Wo Natj to control his own future. It will also end the

buildingozS In retirement - where half the work force are
are UnableptoccuPati°nal pension rights while the other half
All thig & © do so and have to rely on State provision.

Scop 1l change. 1In future all who are now within the

€ of g .
saVing fOrERPS Will be put in the position where they are
inf) their own retirement and where they can

Uence .

the-t through wage bargaining, or their decisions on

S50 : s .
anq f pension provision they wish to make - the value
Natyy

futyre ¢ of the investment they are making in their

T
to take 2? Government believe that it is right for us all
°f oy eco 1rect stake in our own futures’ and in the future
the11 lomy rather than to leave the responsibility in

andg
generatiQHOf the State and the bill to be paid by the next
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Retirement age

i onal
7.18 At present men become eligible to receiVve nathdEIaY
insurance pensions at 65 and women at 60. people cab

jgher
taking their pension for up to five years and get a big

pension. The issue of retirement age is a matter of
considerable debate both in this country and abroad. -
France, for instance, retirement ages have been reduced :d
response to current unemployment levels. But this ha® L
little discernible impact on that problem. It is élso 3
moot point whether it is desirable to move tO earliel
retirement when life expectancy and the burden of Provihe
for the retired population is increasing. In the gSA e
intention is eventually to increase the normal retlrem:he
age because of a recognition that by the beginning Offorce
next century the contraction in the available labour
could have damaging economic consequences.

In

dind

: fa
7.19 In this country debate has centred on the issue @
common retirement age for men and women. The House ©
Commons Select Committee on Social Services recomme?
common retirement age of 63.1 But any move to @ e o
of retirement has severe drawbacks. The key problel ook
cost. A common retirement age of 60 would cost over
billion a year net and even to compromise On 63 ?ou
over £500 million. Moreover, the more the cost i uld pe
the greater the increase in retirement age Wi w:ome year®
involved for women who may have been planning

to retire at 60.

age

AR ; 1oNns .|
7.20  Another possibility which has attraCFlowould Do
increase flexibility in retirement age. This to @

ices

1 Third Report from the House of Common
Committee, (1982)
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The timing of

D retirement would then be a matter for the
ndiviguay S

decide in the light of his private and State

Pensj :

(betlon entitlements together. If a 'decade of retirement'
"

POSs'sen 60 and 70) were to be introduced, it would also be
i Ve T 8 :

o1 le, within it, to bring the rights of men and women

Oser together .
1.21

This approach could not be introduced without some
tions,

a-bated natiOnal
i they had su
ey woulqg not b

Testrie L ; :
Those wishing to retire early and receive an

insurance pension would have to demonstrate
fficient private provision to ensure that

e dependent on means-tested State support to
abated pension.

725

Set OutThe Government's detailed proposals for pensions are

1n Chapter 1, Volume 2.
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CHAPTER 8: PROVIDING FOR CHILDREN

8.1 The principle that we should give financial suppor®
to those who bear the extra responsibility of pringing P
children is one to which this Government are committed:
acknowledges not only the duty to ensure that children
should not face hardship, but also the importance of
suring our.OW? e
future by caring for the next generation. It is 8 PELECE

L | ther
which is acknowledged by almost all countriés py eith ¢
t of bene

It

supporting family life and those who are €n

1S
concessions in their tax systems or the paymen
or both.

8.2 In this country the basis of provision haS.Changed
substantially over the years. The original Bevefldge
concept was that there should be a system of faml%Y
allowances for all except the first child to PFOVlde
family with sufficient support to meet the basl
its children. He regarded it as reasonable toO ©%%
incomes of those in work to meet at least the livin
of the parents and one child but recognised that mani
families with more than one child could not manag® ;aro
such families had suffered particularly pefore the

8.3 But when family allowances were introduceé'
of allowance was lower than he suggested. what * :
allowances were not regularly uprated and so lost i
value. As a result, the family allowance system c,
unfavourably with the more generous support for il Late
the rest of the social security system. Higher f'n urance
help was paid to those with children on national *
benefits and higher age-related help was giver tiementarY
through first national assistance and later s es whiclP

benefit. Although the system of child tax oo remaine®’
had long been a feature of the income tax SY: iy ce
: : | ghe
and was put on an age-related basis with hid 1east
g were

for older children, families on lower incomeé
able to benefit from them.
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8.4

social
rn of
: e patte
serious gap in th
as a

The result w

Secur;j +

- families
means
those with leas;its - the State 3
Aty : For : bene 'n lng
f ovision ocial securlty, 1 costs of bring nition
¥holly dependent on g 11 the essentia State gave recog
rightly Provided for a e in work, the efits and tax_ g up

. r thos h ben ingin
Chlldren' Ao ibution throggl burdens of br incomes,
°f, ang Made a contr xtra financia ilies with low Eha
concessions to, the : se working famlThe gap between U ot

. tho 2 . e
chlldren. BUt'for s insufficient rovided to thos orking
thig Contribution wa ith children p t low income w TAEk
leveyg °f assistance rk was such tha y were out of

in wo : e

YOTk ang ¢, Hiose in :e OLf tHaR if th
familjeq could be wor

n

8.5

oblems
; these pr

de to deal with

ma

AN attempt was

through t

(FIS)
lement by
f family income Suiiing families
- o . wo ce
1n 1971, This is paiq onliowed s irzznces by a chi
fo . 0 -
Teén. It was es and family ain child benef;twanceS
: 0
Oth chijg tax a11°wanzually resulted lacad both‘al
X creqj This even.onal period, re?cular WOrklng-ld tax
: i : i ;
vhlch, after 5 tranS;:i helped in partge of their Ch:sholds,
T gene el £uTl advantiall in the thr a1
famiy o oo poor to.ta the relative d it is offset a
alloy €S though, wlf-lvely small. An the national
the p Were relati under these
the b:ii:iis for children payabliit Rehclle: Soright
insur 4 Supplementary benebalance in the
changance an helped to move the
€S have
direction.

"1th chiyy
b

FIS
roblems.
d the p
have not remoVeIt is
8.6 But thege changes sure.
mea
Was introduced 38 a temporary
admyj

Its
lar.

d popu

t prove

implatbut: it has no

nistratively Slmp

flat ra

; ith rates
line wi
for children arebozefit- e lt’ng
S Eor e ; rki

Payap) . ﬁllof??:: on Supplementarzlaiming 3 wg older

i A n
it € to fami b by those er families a
feen OPen tq Manipy those with larg
amilie > especially
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children, can still find themselves worse off than if they

were unemployed. The combined effect of increasing
deductions for tax and national insurance and reducing
ben?fit levels as income increases mean that disposable
family income scarcely rises at all, and can in fact falls
over substantial ranges of gross income. The disincentive
produced by these effects to work and to self-help are
exacerbated by the way that child benefit and FIS are paid
normally to the wife, so that wage earners may not beé £ully
aware of the total income which their family 18 receivird:
8.7 The Government's strategy of raising taX threShOlds
and thus reducing the burden of taxation on low income

families is an important part of the answer tO these 2
he Budget mear g

problems. The increases announced in t
] terms

tax thresholds are over 20 per cent higher in rea ced
than in 1978/9. The changes to national {insurance ann01‘1n

1§ the Budget will also mean that the lowest
will pay less in contributions. But the raising ©

thresholds and changes in contributions, helpful thos
nment 'S

are, will not be sufficient to meet the Gover '
purpose. Because families with children are in 8 minorlty
among low-income households, such means cannot b€
precisely targetted on them. The Government therefor®
believes that a new approach is required to create & me
effective bridge between income in and out of work 9 88
of the poorest families in our community-.

8.8 Nor does the Government believe that child benezl

can be the right vehicle. Although, SuperfiCia . _:nate
unemployment and poverty traps could be largely ellml?ld
for families with chilren by for instance doub1in9 gus
benefit, the cost of doing so - some £4 pillion ~ b ectiVe
insupportable and completely inconsistent with owr i great
of targetting help on the areas of greatest need- "
bulk of the extra spending would in fact be directed-r
those well able to meet the costs of bringing UP i
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Nor does the Government accept the alternative
prODOSal £

SubjeCted zat child benefit should be increased but

tesult i, O a means test or be taxed. To do so would

meanS-test?n unacceptable degree of Tchurning' and

asic accelng. It would also go ?gélésF the Governme?tts

With Childizance that the resp?n51b111t1es of all families
N should be recognised.

8.9

to the Ehe Government do not therefore propose any changes

Contjp aS1s of universal child benefit. Child benefit will
u

Cost ofeb:? b? paid to all mothers as a contribution to the

t 1Nging up children. Nor are any changes proposed

< arent benefit which will continue to provide extra
Parents bringing up children alone.

F .
LY creait

8,
Chanj g ;
wily b M to assist low-income families. Its objectives

accordanzz D?ovide §Xtra support to these families in.

3t they azlth their needs; to ensure as far as possible
achieve i € better ?ff in work; and to see that they can
Without los?°VEments in family income by greater effort
Tateg Thelng all the benefits because of high mrginal tax
Wil act po New system - to be called the family credit -
for Ose Oth as an offset to tax and an addition to income
Ncone Sup ? low earnings. The credit will replace family
Compa 4 ep ehent and will be so structured as to be
families Winth Fhe basic income support available to
°f the fullth Children not in work. To make employees aware
M1y be paiGQXtent of the help they are receiving the credit
emPloyErS . by employers through the pay packet. The
Mation, i 11l deduct the amount of benefit from the tax and
Sarne, Wilisgrance payments and the effect for the wage
e enhance that he will see his payments reduced and his

€d to reflect his family responsibilities.

6] One p
help t

€ad the Government propose to introduce a new

SECRET
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ith children on

8.11 Under this proposal anybody in work w 1
a family

low income will be able to apply to the DHSS for
credit. The basic entitlement will be assessed DY refere?ze
to rates related to those applying to supplementary bfnefl
and reduced in proportion to the amount by which his .mcom:n
exceeds a minimum level. This weekly entitlement Would't?
be notified to the employer and paid as part of his nporma
net pay. The employer would recoup the cost £rom the
contributions or tax he has to pay to the Government.

8.12 The family credit will be an integral part Of’the
take-home pay of the wage earner in low income families:
will put such families in a position where they €a% seed o
clearly the level of income on which they can depend anthose
which they need to plan their lives. For this reason -

in receipt of family credit will not receive free schoo ;
meals or free welfare foods (although they will be e?emiill
from NHS charges). Instead the rates of family credit
be enhanced to provide extra cash help. Free school ipt 0
and free welfare foods will continue for those in ;recs
supplementary benefit but the low income scheme foT ¥
foods and local authority discretionary schemes

meals will be ended.

more

meals

8.13 The family credit scheme will represent ? Sl loW
change in our approach to helping working famill€® T
incomes. Figure 6 shows that it will reward thosee'ng .
seeking to help themselves and prevent families belnildren
off in work than unemployed. It will ensuI€ that cd. 1t
in all low income families can be properly supportin

will put extra help in the pay packet rather thal
benefit order-book. And it will reduce the worst

disincentive effects of the poverty trap-

SECRET

<

It tJ

e
L

F =

L= —
I

[ o —
L




SECRET

Figure 6. THE EFFECT OF THE FAMILY CREDIT SCHEME TAKING ACCOUNT OF CHANGES IN OTHER
RELEVANT BENEFITS INCLUDING SUPPLEMENTARY BENEFIT AND HOUSING BENEFIT

£pW Married couple with two children aged 11 and 15.

incomel in work
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CHAPTER 9: PROVIDING INCOME SUPPORT

Basic income support

: - help
9.1 Supplementary benefit is the mailn provider of

for those in need in this country. It is pased on @
detailed test of individual circumstances and persond:
A national scheme has existed for 50 years. ID that Rt
the scheme has changed considerably. But what is most b
noticeable is not how much has changed but hoV much of i
original concept has survived. The scheme W€ have tOdazf
the descendant of arrangements in place before the end

the Second World War. Beveridge gave lit
assistance as he.expected his proposals to elimind et
need for additional help for all but a residual
the scheme has always played a mass role. since
never dealt with less than 1 million claimants-
scheme has been an unachieved aim. But many refo
concerned themselves primarily with that aim and have

: 5s1s
largely ignored the question whether the social @
s of the day

1 need-

mers have

scheme was continuing to meet the need
as it could. The Government's proposals tackle

question directly.

main
9.2 At present the scheme suffers from three

problems. First it is too complex.
claimants to understand and for staff to run-. peind
nass of detailed rules, with the basic PIOViS Sl
overlaid by a series of qualifications, getailed Seqlbiif
specifications and exceptions to the rules. Th? F of ho¥
that many claimants have little real understandlég

their benefit is worked out or what they are
Help may therefore go to those with the pest Kn i
are not necessarily those who need extra help mzse
staff are expected to have encyclopaedic knowledd
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Take extreme
EERULE T A v

Bitq Simple

y difficult judgements in deciding help. The
ery staff-intensive scheme. We believe people
T system.l

B s oo

role S extré add1t10n§ Y 1y oA e P f

Clain, € scheme is to provide a regular weekly'lncome or

groupsnts on Fhe basis of set rates of help For different

accountOf C}al?ants. But the scheme also trléslto take

behefit of individual need through weekly additions to

Some of and one-off payments. These rules do not'work well.

DurPOSesthe extra payments are now for all practical

already part of the basic benefit. Others no

flect Present day society or today's needs. And we

With a'mushrooming of payments to claimants for

tems now totalling almost three million a year -

to what by any standards are minor items. Trying

°f incop € these rules puts at risk the efficient deliver

€Qree o: ?uppoFt for claimants. It also leads Fo an undeélrable

Often on Intrusion into claimants' lives. Detailed questions =

adminiSt Personal and sensitive matters - are needed to

ot coSter the rules. we believe that these arrangements a?e' .
effective ang that they undermine people's responsibility

ing their own lives.

longer re
dre faCed
SPecific 4
descending
to ad'minist

Or Manag

neezh;rd' the scheme does not target resources to those
D aVailelp Most as effectively as it could. Tﬁe level of
Ue sip Plegtor claimants overall has doubled in real

i X Ce l94s, Originally, common rates were set. But
betwee 5L ten Years there has been a marked divergenc?

in Dartizroups of claimants. The higher rates of b?neflt,
Valye 4lar those for pensioners, have increased in real
pehsiony °Ver one fifth since 1973. And over 90 per cent of

e ;
'S also get extra help each week on top of their

S of public attitudes to complexity in social

N 5
Nalvyes
l +
tY is glven in Appendix 4 Volume 3.
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basi
sic rates. By contrast, the ordinary rates have increased

by less than one tenth. The Government accept that rates ok
help for different groups should differ. But ther® s good
evidence to support some re-allocation of help towards
families with children.

9.5 A further problem is created by the fact that the
means-tested benefits differ both in terms of theif
sFructure and the rules by which they are aPPlied‘
mismatch undermines attempts to establish a moIe€ co
system of help for people in and out of work. some
divergence may be needed - different benefits have
functions - but there is little dispute that one€ &
problems of housing benefit, for instance, has aris
the lack of a common basis for assessing income support
The result is housing benefit supplement - & benefit created
solely to deal with the differences between Supplementary
Penefit,and housing benefit rules. That can be
idea of sensible social security provision. Greater
?ompatibility is impossible while supplementary penefi*
%tself offers such a wide range of potential extra help £
its claimants.

This
nsistent

differen
f the main
en from

no-one ' s

9.6 The Government have concluded that theseé PrOblems
require radical change and the replacement of the £
supplementary benefit system. In its place the Governmen
W%ll provide a system to fulfill two separate functioP®”
First, there would be a system of 1299@2_2222952’ . 1 they
provide people with a reasonable level of incomeé which
will be responsible for managing as they wish.

will not provide in detail for every variation in 17
circumstances. Benefit will be determined essential
age and family responsibilities with extra allowances g1+ P°
limited number of specific client groups: Thus © g I
a lo?er rate for those under 25 and a higher pake +pion &P
pensioners. Families will receive a flat-

the basic rate as well as age-related amou

nts
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M4 disapleq
Needg :

es will be payable only to the long-term sick
and lone parents, reflecting their greater
Pt T:is income support scheme will replace both thé
h°u8eh01z Tucture of scale rates (based on age and marriage,
€r status, family responsibilities, and time on

benef'
) 1t) and the separate system of weekly additional
Yments 5

9.7
De The scheme will also give more encouragement to
Ople

to save and take on work than the current scheme.

h&c
u ; . ;
£3 000rrent Capital rule - under which anyone with over
unfairlsaVlngS is not entitled to any benefit - operates
increa o discourages thrift. That maximum will be

S

Simple :i'z? £6000 although benefit will be reduced on a
and ﬁﬁ,goz 1Ng scale for those with savings between £3,090
emSelves' To help them in seeking emp%oyment and helping
couples -y Some groups - lone parents, disabled pe?ple, and
Alloyweq too have been unemployed for two years - w1%l ?e
affected €arn up to £15 a week before their benefit is
Works ou£ bThe Government will want to see how this change
Made j, th Efore.deciding whether further changes should be
€ €arnings rules.

9.8
! T ) .
1ncop he Government recognise that, alongside the new

€ Support scheme,

& ey it will be necessary to provide for

Cepty ; :
: minOri Ptiona) Clrcumstances and emergencies faced by a

an:Zi;f Cla%mants and to help those who find difficulty
thege Drob? their resources and budgetting. At present
Single 5 €MS are dealt with ineffectively through the
Thege SYszments and exceptional needs payments systems.
?ernSive NS have become unacceptably cumbersome and
Mstrye ién They are subject to complex regulations and
2 inti'as A result of which help is often depeédent
ment O;CaCleS of interpretation than on a genuine
New SYstep Need. These arrangements will be replced by a
l°°al B Social aid. It will be administered by DHSS

of i )
€€s on a discretionary basis so that appropriate
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and flexible help can be given to those in genuine need-
The social aid budget will be cash limited and supject t°
close monitoring to ensure that it is being operated
appropriately. Staff will be specially trained to @
individual need, to offer help with budgetting problems
to assist the more vulnerable groups who face special

difficulties.

gsess
and

er the

99 In the longer term, the Government will consid 1
omo

further development of this aspect of social aid @ Pt
our objectives of encouraging care in the community £0E
mentally and physically handicapped, elderly and mentally

ill people. At present, the social security system c¢al ;
ag in the case ©

either be seen as an automatic paymaster, | X
& senSib1e i

residential care, or as a barrier to the moS . ing
of cash and services for people. What we should be g

- . : an
for is a more effective and responsive system which ¢
efit schere’

d health
meet 59

bring the resources of the supplementary ben
local authority personal social services, an cial
authorities together in a cost-effective way to
and financial needs.

9.10 The new income support and social aid schene®
not generally provide assistance with housing costs: -
is largely provided through the housing penefit g
discussed below. At present, people receiving supple”
benefit can get assistance with mortgage interest ?a me
as part of their benefit. For those dependent o7 G put
support for long periods help from the state 18 rlGht;mﬂﬁ
the Government believe that short-term diffiCUIties

be handled by arrangement between the mortgagee and
mortgagor, rather than by the State. 1ndeed,

mortgagors now operate arrangements under whlC a
ected 1B rep

C
offer insuranwne
dancy-
stat®

instance in interest rates, are not refl
for up to a year afterwards; and others

and redun

against contingencies like sickness
t the

Government therefore think it reasonable tha
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zhould °nly accept responsibility for the individual's

enterESt Payments once it is clear that the interruption of

tEplOYment is no longer temporary. It is therefore proposed
at

i "OTtgage interest should only become payable under the
come support scheme after the first six months on benefit.
9.11

- The replacement of supplementary benefit by the new

SUPport and social aid schemes will be the most
Change in the safety net of support provided by the
fCe the 1930s. It will provide a simpler and more
ible System, able to deal more effectively with
Detailed proposals are set out in Chapter 2

Tadica)

intellig
QQHUine

on the e Government's proposals for housing benef%t build

fairer reforTS of supplementary benefit. Théy provide a

hOusehoigd S%mpler system for assisting ?ow—lncome

Changes 5 wth their housing costs. This takes forward the

Dreviousmade 1n 1982 and 1983 which brought together the

aANQ the lSeDarate but overlapping schemes run by the DHSS
°cal authorities.

the Prey
; been

Present scheme was an important step forward from
S fragmented systems. Its main achievement has
inone plOCus the administration of help with r?nt'a?d rates
faseq th aCe:  the local authority. This has significantly
allowe = Work of supplementary benefit staff and has

benefit iroposals for the simplification ?f su?plementary
iSfaO be d?Veloped. But the scheme 1s.st1%l .
cl'&ated mCFory 10 a number of respects and 1its introduction
?uthOritizjor administrative problems for many local
lndepend8ni' c?nsequently the Government  set up an

“®port | Te€View of the scheme in February 1984, whose

l 1 . ] "
dDCUmentflbelng Published at the same time as this

ioy

Hoyg;
l "
g Benefit Review: Report of the Review Team Cmndxxxx
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: ~ture
9.14 There are three main difficulties with the struct

and scope of the scheme. First, it does not Provide
equitable treatment to all recipients. Housing penef
still basically two separate schemes: one for those ©of
supplementary benefit and one for other claimants, with
different entitlement rules and different tests of inc?me |
and capital. People on supplementary benefit can recelve.ew
more help than others on similar net incomes. As the ReVZ
Team noted, this is unfair and can substantiallY W
incentives. |

it 1s

9.15 Second, housing benefit is too complicated'

different rules for those on supplementary 5
other households-are in themselves a source of compl
and confusion for claimants. Attempts to reduce the
inequity caused by different rules have led to futher
complications: the prime example is housing penefit usind
supplement. Another source of complication is that 72
benefit also attempts to relate benefit in dEtaillto
individual circumstances: more so than most hongid f
assistance schemes abroad. Moreover certain aspeCtst;e
scheme have particularly complex rules, 12
treatment of students and of high rents.

the

el of

9.16 Third, housing benefit goes to a very large ®
households - about one in three - much higher thel O
countries with similar economies and social Securltz
systems. The Government have already taken step® tr
the scope of the scheme, but there is still room fi most-
resources to be directed more to those who need he'P

therl

control

9.17 The Review Team called for basic reforms 7
and structure of the scheme since they found thaF e cuningd
inherent flaws which no amount of tinkering ©OF flESion.
will put right.2 The Government accept this conc?

2 Review team report para 1.2
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9.18

Te The fundamental reform is, as proposed by the Review
am, t

© align the entitlement rules - including the capital

ru e . . "
fle a0d the income test for housing benefit with those
o the new,

supplementary
SWport o, =
fllture be elig
Tent and rates

income support scheme which will replace
benefit. All households in receipt of income
equivalent levels of income will therefore in
ible for the same level of help with their

9.19
Sligip;
1ncome

The Review Team proposed that rents should be

€ for full reimbursement to all those in receipt of

SUpport or at equivalent levels of income. The

Nt accept this proposals, subject to safeguards to
t the rents charged to such households are not
The effectiveness of the safeguards will be

if there were evidence of rents rising because

Was meeting the bill, the decision on full

uld be reviewed.

GOVernm

*lburgeq o

9,

rei: ?he Whole structure of rates is currently und?r
iSsue inntStudleS of local government finance. .A major
Payment £ hat review is the need to Foasv the.llnks between
®hsure prOr, and use of, local authority serv1ce§ to help
dOmeStic :per local accountability. IH?wever, whilst
auth°rity étes continue to be a significant element of }o?al
Woulg Ncome the Government believe local accountability

Make - Strengtheneq if every household was required to

So : :
€ ma Te €Ontribution towards them. This would mean that
e setleum level of rate rebate in a reformed scheme would
3t less thap 100 per cent.
9,21

S“DDortBenefit For households with incomes gbov? the income
fOrmula rZXEl Will be reduced by a simple, stra%ghtforward
in Figure ted solely to net income. This is illustrated
S °n7. The Review Team based their main recom@en-
current SChSEparate formulae for rent and rates, as in the
SSE But they suggested that in the longer term
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Figure 7

Full

gchemé
Illustration of Housing Benefit entitlement under current

benefit)
Standard cases only - certificated cases (on supplementary

receive 100% HB.
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BENEFIT
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Tent ang rates

should be assessed together as one sum. This
Yould leaq to 4

reduction in the number of households on
0 ] . .
sy benefit, further simplification and greater

Con ; ‘
C®Mtration of resources on those most in need.

Subject
financE'

aSSQSSmen
OUsing p,

O the outcome of the studies of local government
the Government agree that there should be a single

t of housing costs for determining entitlement to
enefit,

9.2 :
g Flnally, as recommended by the Review Team, local
Qthory

ties will retain responsibility for administering the
But there will be changes in the subsidy systems,
Governm uth‘f’rities greater incentive to control ?osts. The
recommeent ?lll seek also to take forward the Review Team's
Centralidatlons for a more systematic approach, both
infOrmat? and locally, to the development of management

Stan 10n and cost controls and for certain common

d : :
acy e iEeoE administration, to ensure equity of treatment
°88; the Country.

scheme.

2
th23sCh:he Review Team sought to simplifyltﬁe subﬁtance of
assistanme ?nd the procedures for its administration so that
eligiblece 1S provided on the same basis to all who are
ecOnomic'land SO that it can be administered more

Ose aia 'Y and cost-effectively. The Government endorsed
Revigy, o ?nd the modifications it has proposed to the
OUsing ;am S'rePOrt are consistent with them. ?he reformed
Sasiey oenele scheme will be more equitable, 51mPler,

iniStrr ?lalm&nts and staff to understand, and 1ts'
3tion will be made more efficient and effective.
9‘24 o
benefit

® reyy

© Government's detailed proposals for housing
ad their response to other recommendations made by
¥ team are set out in Chapter 3 of Volume 2.
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9.25 The introduction of the new family credit and the’
reformed housing benefit system, on a basis consistent with
the new income support scheme, will provide a coherent and
integrated basis for helping those with low incomes,
consistent with the objectives set out earlier. ALL thies
components will be operated on the same system of income
testing. This will be based on net income and will allo¥

resent
more sensible treatment of capital resources than at P
The incomeé
een unemployed
tact

in order to retain the incentive to save.
support scheme will give families who have b
for a long period greater encouragement to keep in#cos
with the world of work by allowing a higher level of neH
earnings before entitlement to support 1is reduced. qhe
system will do much to ensure that those in work but © re
incomes are not disadvantaged compared with those whege

. net
out of work. By basing entitlement to all benefl

in earnings always leads to an increase i ’

st D
worst effects of the poverty trap that can exist
therefore be avoided.

W will

tep towards making

to
h a more

9.26 These proposals will be a major s ;
the benefit system simpler to operate and 83519?
understand. Most importantly, they will establls e
comprehensive and fairer system which will give Pe?ig and bY
greater encouragement to help themselves = py work:

saving - than they receive at present.

Young people and income support 4

9.27 The Government have recently published ;
setting out proposals for tackling the serious pamo schoot
posed by the current high level of unemployme?t oW peind
leavers. Subject to the outcome of Consultatlons

482;
; i, cmnd 2
4 Education and Training for Youngd people,
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Co T
n§u°ted by the Manpower Services Commission the Youth
Training g¢

heme is to be expanded with the objective of
zziraz?eeing training for young people not in work or
~ M€ education for the two years after school leaving
This will reduce substantially the number of young
°Yed people claiming supplementary benefit. It offers
oSpect of a future in which unemployment will not be
Dresenion for this age group. No changes are proposed at
Deoiy, to the benefit entitlement of young gnempl?yedl
light ;f But this will be given further consideration in the
the development of the new training arrangements.

age,
Unemp]
the py
N opt

¢ The Government believes, however, that young people
thig Cain deéneral not rely on social security benefits vhere
highe, 2 = a?oidEd. This applies clearly to students in
SuDplemeducatlon' Moreover, claims from students for
diSpropont?ry benefit and housing benefit create
D&rticulr lOnate administrative problems for bth schemes,
Shaly ;Ily as the amount of benefit involveé 1§ usually
return tohe GOVérnment believe it right in principle to
introduCt-the Sltuation which exist?d ?efore th?
Supportinlon of supplementary benefit in 1966 with st?d?nts
ang 9 themselves by grants, loans, help from families
is object?n Ea?nings in vacations. Some changes‘to?ards
® next 5 Tve flll therefore be made from tﬁe beginning of
ConsiderEQC?demlc yYear and further changes will be
Puby; co 10 the light of the outcome of the process of

Papey Dsultation following the Government's consultative
Oon Stlldent support.

Eir o
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CHAPTER 10 : PROVIDING FOR CONTINGENCIES

‘5 2 s 1 Apart from pensions, the national insurance systen
maternity and

provides cover for unemployment, sickness,
4 L iinetrealin

death. But the development of these benefit
their relevance and the conditions governing them = i
varied considerably. They are therefore best looked at
separately.

Providing for unemployment

he main

10.2 Unemployment benefit was designed to be t
rned bY

support for people who lose work. It was to be €2 A
paid for UP Lo
d recelve

t topped 10

contributions paid in previous work and
year. But only half of those becoming unemplo¥®
unemployment benefit and a fifth of those have 1
by supplementary benefit straightaway. Taking the
unemployed as a whole, about two-thirds are entirely o
dependent on supplementary benefit. The overlap petwe
the two benefits - unemployment benefit and supplem®
benefit - is confusing for claimants who may move

to the other. It also leads to complication in rate
administration. The two benefits are handled in sep?

offices by DHSS and the Department of Employment:

ntary
m oné

has
4 the

been

10.3  Unemployment benefit, in its present form.
ceased to be the main support originally intended 27
contributory basis of unemployment penefit has thu? st
devalued. People who think themselves insured aga%ﬂ
unemployment find that the insurance penefit 18 e ends F
rate little higher than supplementary penefit %
contribution tests which refer back to periods "
much as two years earlier. These tests often X =
who have only recently joined or rejoined the W?rk
If they have children they may need to have thel¥
topped up by supplementary benefit.
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Moreover, if they turn to supplementary benefit for support,

they.may have to run down their capital, and to use up

resources which might have helped them to set up in business
fhselveg, before they can qualify for it. The present

SYsten all too often fails to provide a breathing space for

mployed person during which he can continue to

b Y on hig Own resources and an adequate contributory

fefit before he has to seek income-tested assistance.

i newlY une
re]

1 . 3
w0'4 The Government are therefore considering - and would
S:lCOme Views on - the possibility of moving to a new
FiCture for unemployment benefit under which:
¥ benefit would be payable for six months only;
il the structure of the benefit would be
aligned with that of the income support scheme
(ie including allowance for children);
i the rates of benefit would be set above the
income support scheme levels; and
R entitlement would be related more closely to a
test of regular recent employment than under the
Present complex contribution conditions.

Wemp 14 have tpe advantage of ensuring that ?ewly
supportYEd People did not need to apply to the 1nc?me

€ ine Scﬁeme for the first six months; it woulé increase
simplif;ntlve to resume employment quickly; and it would

admi .« the Scheme both for claimants and in terms of
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Providing for maternity

; . ! forms
10.5 The national insurance scheme has provided tWo L
. ' n
of payment to assist mothers at the time thelr Chlldr?lable
: i
born: a single payment of a flat-rate grant, now ava
and a weeklY

to all mothers without any contribution test;
allowance paid for a period to mothers who have beé
regular work and paid contributions. The grant is

with separately in the next section of this chaptel-
which has the :
essential purpose of replacing the mother's earnings fofve
period around the birth of her child to enable her toid

1t
up work. This allowance is complemented DY materni

and who

n in
dealt
This

section concentrates on the allowance,

which is paid by.employers to women wh
‘continuously for the same employer for two years
give up work to have a child.

nity

; T
10.6 The Government propose to retaln poth mateé

allowance and maternity pay to provide income
But

ged.

women who give up work to have a child.
insurance maternity allowance will be chan
unemployment benefit, entitlement to maternity 2 i
will be based more closely on a test of regulal e
employment rather than the present complex €
conditions which often relate to a period UP (=
previously. And the period during which maternltyxpe
allowance is paid - from eleven weeks pefore the ea
week of confinement to six weeks after - will pe T
flexible to allow women more choice about when 0

work.

Maternity grant and death grant

. inal
. h orlglna
10.7 These two grants were included 11 the. te costs
_ . ; a
national insurance scheme to cover the 1rnmealsSen i
associated with birth and death - providingd o

ind £ 4
: ovi
equipment and clothing for a new child and PT
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fune

o ;al, They have not maintained their value and - at £25

task 20 Tespectively - are hopelessly inadequate for their
S,

SuCCessiiven a simple funeral ?ow co§ts some £3§0. 'Yet

Value of € Governments have failed either to maintain the

administrth? grants or to replace them. As a result, the
ative cost of giving out each grant has now -

}Y in the case of death grant - reached a very high

1on of the value of the benefit itself. Extra help

the actual costs of a birth or funeral is only

Certaip
DropOrt

a.Vail

able to those in receipt of supplementary benefit.
10.g
Seemeq At the inception of national insurance it may have

Contip, T1ght to provide State insurance for these
dencies, But in the 1980s this is something which the

GoVer
nm ;
ein Nt believe can properly be dealt with - and is now

r .
sough insurance
ponslbility sho

sinu?“ely without
0V1ded fOr

ang death grant

- almost entirely by individual provision,
if neceésary. The Government's |

uld be restricted to ensuring that those
means to meet these contingencies are

Te

The intention is, therefore, that maternity
S will be replaced with new provisions.

HElp With ma

1 ternity costs will be provided only to

O — ) " . ' " "
W=income families, mainly those in receipt of the

gl : :
a:w 1ncome support or family credit. It will be paid
a flat-rate of £75.

zjiirwiFh funeral costs will be available on a

respoi lonary basis fr?m the DHSS to anyone

e ilble for providing a fune?al who has not the

right t° pay fc?r it. The DHSS w1ll.have to have the

thete wo reclaim money advanced if it turns out that
€re sufficient resources (eg from the deceased

Per

dissonls estate) to meet the cost, but the

5 €retionary arrangements will ensure that effective
elp is

given quickly to those who genuinely need it

With :
o : :
Ut intrusive or bureaucratic procedures.
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Provision for widowhood

(-] stem
10.9 There have been many changes since the present .Y
¢ timelY

of benefits for widows was introduced, which make 1

: ightly
to reappraise this area of provision too. society rlgw g
; . ' g
provides State benefits for widows : equally, it is B is
s that there

established feature of private pension scheme
financial provision for widows. The balance betwe
twin pillars of State and private provision needs

re-examined.

en the
+o be

10.10 The present benefits date from days when farl 4 women
married women worked. Today two thirds of all marr%e e
with children over school age, and over a half of W1d§
between 40 and 60, go to work. The present pattern? oto
benefits nonetheless provides support without regard 4]
widows' other income in many cases long after theyits
ceased to be responsible for bringing up children-  here 1
Beveridge did not propose this. His view Was that

: i
. : sion foF
no reason why a childless widow should get a pfn This vieVw

life; if she is able to work, she should Work'™: “= gke
has all the more force today. The greatest neeé lsen to
provision for widows of working age who have chllérh
support, and for older widows less able to establ®
themselves in work.

types
10.11 The present system of benefits PrOVid?s t?zezllowance
of support for widows under pension age- A E;QQE,—;E;;;#”/
at a higher rate is paid for the first six months e has

. £ sh
bereavement, at whatever age it occurs. e lfo:mﬁw for
children, the widow receives 31QQEEQ_EQEEEELE“E%ISEQI”
as long as they are dependent on her, with add%thout
payments for each child. For the older Widow.Wlt giX months'
children widow's pension is paid after the flrsnsion can P°
The complications do not end there. widow's P€

: op: ‘'cit, ‘para 153

SECRET




\®

SECRET

i;:: Ehen widowed mother's allowance ends, if the widov is
for aﬁver_40' And the rate at which the pension is,péld'
for ity Wldow, depends on the age at which she qua11f1e§
betweeé To get the full rate s?e has to be over 59;,Whlle
Scale 40 and 50 she receives it on a lower but rising

* (Under 40 it is not paid at all.)

1012 g 2
reflect the ch
Vailability o
f}rst that =ho
"idows at the
ereavement.

ernment think the present benefits no longer
anged working patterns of women, and the

f help through private schemes. We propose
rt-term assistance should be given to all
time they need it most - immediately on
Second, longer-term assistance should be

rated on those who are least likely to be able
nselves.

Ctter Concent

10.13
Propgg The Government would welcome views on the following
a

Object- S/ which have been drawn up to meet these
subStalv?S' Widow's allowance would be replaced by a single
Wou) Atial lump-sum payment (of the order of £750), which

Thig wo:lEaYable immediately after the husbané's d?ath.
Perjq of b? Of more help to a widow in the immediate

© Widoy ?djusFment than a benefit paid over 6 months. .If
Wou) 4 Ba e ?llgible for a continuing benefit as well, it
beginnin B l?to pPayment at the same time and run from the
w'idowed §00f Widowhood, instead of starting 6 months later.
present, wtherls allowance, which would continue as atl
¥ithoy ch?uld start immediately on that basis. But widows
Wlegq tldren woulq not qualify for a widow's pension
for the Y were 45 or over. At that age they would qualify

for the OWeSt rate of pension; at 55 they would qualify
% at full rate,

five Year Vement

The rate would increase according to
between 45 and 55 - an age range set
S later than at present.
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: . : em
10.14 This would, in the Government's V1ew, be a sy?t
widowhood 15 @
e can -~

10nger

better attuned to current circumstances.
contingency for which an increasing number of peopl
It is no
WS should .

The twll

and do - make their own private provision.
right to assume that State provision for wido
continue to grow rapidly, as it has in the past.
pillar approach justifies some re-thinking SO that the 5
State's contribution is reduced and concentrated on EuEg
who have the greatest need.

Provision for sick and disabled people

; : - ot
10.15 The present review of social security has :'s
n

included benefits for disablement. The Governme oherent
objective here, as elsewhere, would be to secure @ ° n theé
and better targetted system, concentrating resources :im-
most seriously disabled : this remains the 1°ng'ter$ormation
But to plan for this, better and more up-to-date 1P :
about the present extent of disablement and it8 S2° C
needed. The Government have set in hand a major ne“r
to obtain this. The last survey of this kind 18 O?zce it
fifteen years old : it had significant gaps. ané Slhave
was conducted a number of new disablement penefits

been introduced. The new survey will providé
needed to enable this important set of penefl
reviewed in their turn.

ts to be

: efo

10.16 In the field of short-term sickness @ majo;iz aCCord
has already been carried through, on Principles 4 he oveflap
entirely with the approach in this Green Pagef' pas bee”

between State and private occupational PrOVISIOHe Which at
rationalised by the new statutory sick Pa¥ SChe: ;nd is 0
present covers the first eight weeks i
be extended to cover the whole duration ©
28 weeks. Most people will then look to

their sick pay for up to six months of

£ sicknes® ~ . for

their emp

SECRET




AW

)¢

rd
ap

o)A

SECRET

illnes , "
B or 1njury : State benefit will be paid only to

thOSe
e vho do not qualify for payment by their employers or
NCapacity for work is long term.

t0'17 The Gov

C

ernment's detailed proposals for benefits for

nempl
Fasi Oyeq bPeople, maternity, and widowhood, are set out in
BESE8S5. oF 'Volume 2.
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CHAPTER 11 : CONTRIBUTIONS AND FINANCES

The contributory principle

: 14 be

11.1 The principle that entitlement to penefits shoY ent
related to contributions paid is one to which the Governi le
remains committed. An opinion survey1 has shown that PeOF
generally regard their contributions as not just another
tax. They realise that they are earmarked to £inance
particular benefits, and consequently find them m?re ol
acceptable. That preference for a separate contributi®
must be recognised.

a
11.2 Some contributory benefits are to tide PeoP%e z;:r
temporary loss of earnings: unemployment penefit lsrﬁion;
most obvious example. Others, like the retirement peorking
provide the certainty of a continuing incomeé When,a wrrupted
life is over, or (as with invalidity benefit) is ln;?s
for a long period, or when a woman loses Her' BEERE | nefits
earnings through widowhood. As the cost of these beinciple
is met on a pay as you go basis, the contributory P; cial
can be seen not so much as social insurance but as
compact - between those in work and those€ not/ e h
one generation and the next. It is a compact w?l WoT
become one-sided. But it is right that PeoPl? gic
should see that they are paying for the benefll-ts zn rights
who are not, and are in turn establishing their ©
to those benefits when they need them.

) : :putions
The structure of national insurance contribu

d
: erwe
. inGlPl
1753 But a commitment to the contributory iire of @
not imply a commitment to a particular struc contﬁﬂmtl

. the on
contributions. As with the benefit SYSt?m’ wider impact.ty.
system should be considered in terms of 1F5 ocia gecur*
Government policies as well and its role 1D

1 see Appendix 4, Volume 3
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iiéztedmgch has been made of the high marginal tax rateé '
which whY a lower earnings limit for contribution liabl}lty
o ali : en.reached, means that contributions must be ?ald
argagg t;ranGS, both below and above it. IF is sometimes
thresholdat Fhe lower li@it should ?perate like a tax
Contributi With all earnings below it exempt from
Carnings 1?n§. And some have suggested tﬁat Fhe uPpe? .
imit - the point at which contribution liability

fnds .
should be abolished for both employers and employees.

11,
marZinaihi Government recognise the threat which a high
inc&htive aX rate at the lower earnings limit may pose to
Workeyg SHand to employers' willingness to take on more
Whicp, n; : OWeYer Fhe cost of changing to a threshold.below
It woulg contrlbutlons would be levied is extremely‘hlgh.
Earnings L?SF S?me £6% billion to convert the existing Lower
instantly }mlt into a threshold. If such a change were'made
Tateg (andli could only be paid for by higher contribution

S enc§ marginal tax rates)'for al%. Nonetheless
Dosition Tint 1s already taking action to improve the .

* +A¢€ Chancellor of the Exchequer announced in his

t speech, that a graduated scale of contribution

e introdu:n:fit low-paid employees and their employers will
marginal taz later this year. This.will Pelp to reduce
wily ace ] rates and will improve incentives. Employers
Tany shouldoger wage costs for their low-paid employees, and
Job Pporty ¢ able to take on more staff, so creating new
1nsurance anltles’ And the changes in both national :
COmbine 3 né tax thresholds announced in the Budget will
91ve low-paid workers more take-home pay. This

1985 Budge

Wi :

Peop) e S€ the incentive for people, particularly young
' o take jobs.
- ™ | |
abOlishede Pper earnings limit for employers is to be

represent At the same time as graduated rates come in. This

0 S - ,

lnsllrance  radical change to the structure of national
Contributions. 1t recognises that there is no
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i on
good reason for aligning exactly the bands of earnings

which employers' and employees' contributions are 1eYled'
It is right that employers as a group should share with
their employees the need to provide for the payment oF
contributory benefits. This implicit recognition of a

: : the
common interest of employers and employees underlies

g : 7 : . : eature
principle of an employer's contribution which 1s @ £ S oF
of most western social security systems. But the purP s

evenue ©

the employer's contribution is simply to raiseé I

the National Insurance Fund. No benefit rights.hln 1
sidered in €

ge on its

ation |

and its structure is therefore best con

to its effect on employment.

. N . gs-related

05 ol With the abolition of the State earnings rekeep

pension scheme, it will no longer be necessary to ch year:
; . a

detailed records of everyone's contributions for ©

h
All that will be needed is an indication of whethe
n a year 0

. d otheT
' : : ' ; ic pension an
maintain contributor's rights to basic P that the

flat-rate benefits. Some may use this to AL abolished.
upper earnings limit for employees should also be
But the circumstances are very different. Employer®
generally will gain more from the graduated ratés 2 1imit
contribution than they lose from the upper earning®
going; but there cannot be a similar trade-off £0F
individual employees. We have made it clear that i
marginal tax rates which abolishing the upper earn
would create make it unacceptable.

contributions have been paid or credited i

the bi9°
gs 1imit

Contributions and PAYE tax

: : . AYE ta
11.8 National insurance contributions and P from

ct bo
generally collected together. Employers dedu total

: evenué t
employees' earnings and pay over to Inland R o the

to ar
sum to cover both. This has led somé people tax and v
there should be a complete alignment petween i, ar
ns should

contributions; or even that contributloO
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And a recent Government scrutiny of burdens
2 bUSiHESs,

Published in April, provided evidence that at
Ployers find the differences between liability
ntributions add to their burdens.->

€ast some e

11,9
Calcula

18 Calc

These differences are significant: contributions are
ted on weekly or monthly earnings, while income tax

Ulated on annual income including unearned income and
S{

for tax o
ignmen

sepaxately
Case

A range of allowances can be made against income
TPoses but not for contributions. Complete
between income tax and contribution liability is
ary, given the Government's wish to preserve a

identifiable contribution. It would not in any
°perat:0a fealistic possibility in the near future: the
far‘rea Eél and distributional eff?cts wo?ld be vast énd
SYstep . 1ng: But the changes envisaged in the be?eflt

etWeenm:ke 1t sensible to see whether th?re are differences
Needeq - @X and contribution liability which are no longer
Particula be removed to help employe?s. In
Dension Sr' e ?bOlition of the State earnlngs-related
Neeqg to Sheme wvill reduce the amount of detail that DHSS

Nd coulg

ine y; 8D These records might then be brought more into
1th the simpler ones used by Inland Revenue.
1,19
th The €Xamination of the scope for better links between
€ tay

Chapter o éocial security systems, refe?redlto in
SCope for' wJ.'ll.thErefore include an exam%natlon of the
cOnhﬁbu -brlnglng PAYE tax and national‘lnsurance
Separate 1ons more into line, while keeping them as two
SYStems. 1p doing so it will consider the

FeCony, .
“hdationg of the study mentioned in paragraph 11.10.

3

Burqe
n :
S on Business, HMSO, March 1985
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The social security budget

) . ba
11.11 Changes in contributions will not changé the loyers

of funding of social security. Contributions from emp £ the
and employees will continue to provide the great bUlE Oabout
income to the National Insurance Fund which in s lstion
half the total social security budget. A small Proporquer
of the Fund's income is provided directly by the Excbirom
from general Government revenue. Most of the Incel the
contributions paid by employers and employees go%a t?ty pay
National Insurance Fund, but some goes to the Maternih
Fund, the Redundancy Pay Fund, and the national heaihe
service. Apart from meeting a small proportion of s
income to the National Insurance Fund, the EXCheque?ts: '
the cost of non-contributory and means-tested benefi e
total therefore over half the cost of social Securltysour
from general taxation. Figure 8 shows the differen

of income for social security in 1984/5.
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Figure 8

OCial S :
€Curity Income (g€ billion)

A

LS
e
1t
National Insurance Contributions €19.3
/ En |
15ve.
. cogtiigral Employees' Self-employed/other
| £8 7UtionB contributions contributions
i 5 £10.0 £0.8
|
1
>t
25

=y 'o:-,

»
PR

National Insurance
Fund investment income
£0.5

o "_7‘*- E

General Revenue
£20.3
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CHAPTER 12: PROVIDING A BETTER SERVICE

£ the benefit
A system

ively |

iZ.t The Government's proposals for reform O
wié Em set a high premium on greater simplicity-
ich has to cover such a wide range of needs effect

must sacrifice some simplicty. But unnecessary and
It makes thé |
hard for |
nisatiorlv 5

incomprehensible complexity must be avoided.
sistem less open to the public, and unreasonably
staff to administer. It stands in the way of moder

12.2 A more rational benefit system, based on clear and
‘mprOVe

t easier to 1

understandable principles, will make i
ould Dbe

the standard of service to the public. People sh

able to know what help they can get; to get advice S
need it; and to have easy access to a quick and efficient
TO

service - whether by post, by telephone or in PErSoh
The gcale

provide such a service is an enormous challengé-
of the organisation is vast. The DHSS has dealings with
?ver 22 million people in this country. EVery yeal 1

issues over 50 million order books for reqularly pesld

E
to.be cashed acros

payments of pensions and other benefits,
post office counters. It makes 13 million

direct into people's bank accounts. AD

claims for benefit are dealt with every year- Each EQEE
nearly half a million people are seen in local oTEL L

the Department.

d
12.3 There are over 65,000 staff workingd in DHS 1ocat i
regional offices, and another 26,000 in the unemp oymener
benefit offices of the Department of Employment AnOﬂHﬁIge
10,000 are employed at Newcastle, where there are efi
computer centres handling contribution records 2% s
ag @ heavy

payments. This is a system which already B
investment in modern technology, and a good recoré ; BU
reducing the administrative costs of payind beneflts.
the public will be most conscious of the cleric? : ££ have
that still dominate work in local offices, where
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an d unremitting task to perform. Local records

C°:Pizz:1 Payment systems are only n?w beginning Fo be

€Cauge tEEd' Contact by.t?lephone is often difficult

capacity 0: le?el of enquiries r?gu%arly.outr?ns th?

ave tq % tSW1tchboard§. The dlff%cultles with which staff

VOIUminouSn.end e C?mpllcated beneles, large caseloads,
lnstructions and old-fashioned methods of work =

me an
the ngiF there are often delays, queues and poor access for
ic,

12.4

tel Putting thisg right must be a high priority. New
€pho

can getnanXChanges are being provided so that the public
services aranswer fr?m thei% local offices, and Freephone
with geherai now-év?llable in most of the c?untry to deal
€nquiries and offer advice. Microcomputers are
elp z:iEEd t? cut out a number of clerical processes
?ffices o E qulcgly locate the records tﬁey nee?. Local
lnitiatives £ e?n given th? task ?f dev?loplng their own'
femuts. Pr o-lmpl‘ove their serv;ce, with mos? enco?raglng
lntroduc3d €mises have been smartened up, advice points
* Contacts with other local services improved, and
Publj o °§hnew Steps taken to explain benefits to the
‘e Department has published its own handbook of
fo andt;ce; and, as part of a programme to improve its
Loca) €aflets it has issued a 'good forms guide'.

Mang
is gers ha_

done

®ing jng
and h

o Ve been given an incentive scheme to carry
forwarq. Nevertheless, there is still much to be

12 5

biggestAZ % Dational level the DHSS is now embarking on the

Wil Not ;mputerisﬁtiOn programme in Europe so that offices

The ai isave to depend on manual records as they do now.

N the Dublzo €nable staff to get access, on their desks or

G150 s : Counter, to the information they need to deal
Nd provide answers quickly, wherever in the

at information is held. This is a long-term
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penefit in the next

programme which will only yield its full
y of

decade. But when it does it will free staff from man
the constraints under which they currently labour- It
should be easier to provide offices which are more
accessible to the public and properly equipped to
quick and accurate response to all kinds of enquiry:

prOVide a

12.6 These developments will proceed alongside the
he two computer

computerisation of the tax system and t
es of

systems will be compatible. Already the process
collecting tax and national insurance contributions ar?
integrated. As set out in Chapter 6, the GOVer
examining further the opportunities for improvements
new links between these two systems that the compute

plans open up. Computerisation will also create ped

ether the

py DHSS and
examined:

opportunities for drawing more closely tog
operation of the two chains of offices run
Department of Employment, and these too will be
g with @

resente
i hangés the

12.7 DHSS management and staff will be
major challenge in carrying through the penefit €

— e
Government now propose while pressing ahead with th
in traib:

provide a clear focus for this work a social security tment
hich the De?ar

Management Board will be established to W de
will appoint a number of part-time members from outS% esse’®
Government with expertise in running other 1arde buSl?ts aré
The Board will be responsible for ensuring that benihat the
administered quickly, accurately and economicallYf
Government's investment in computers and informatlon that
technology is brought into use as soon as PosSible;On time-
the reforms proposed in this paper are implemente

" " To
operational improvements which are already

' nsive
12.8 There can be no doubt about the Staff-lntets The
nature of the existing social security 3rrangemensu Pl

e
proposals put forward by the Government Should g

; AT ntlyY
significant net saving in the 81,000 staff curré
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:ziioi;: zn S?Cial security. Precise figures must depend

made 4, keetall of the legiSlaFion. Every effort will be

informed o;p the §taff and their departmental unions

reductions & ll#ely consequences in terms of net staff
as detailed proposals are developed.

12,

adm:nisThe Proposed arrangements for the future

tration of social security are set out in detail in

&
haptey B80F Voluma 7.
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CHAPTER 13: CONCLUSION

us

13k The social security system affects almost all Ofcepts

during our lives. It grew out of Beveridge's clear conf its
ol i fo O

but has developed into a leviathan almost with a life

k to achieve @
nefits

rivaté
n pack i
duce

own. The proposals in this document see
greater coherence and comprehensibility in the be
provided by the State and to give the State and P

provision their proper relationship. They will rel
very gre atIY re

the rising social security budget and
the future burden of expenditure.

as
13.2 In summary the main proposals put forward are
follows.

Pensions will be based on a twin pillars:
: partnership between basic State provision an
income from pensions earned by people thro?g 4
jobs. The State earnings-related scheme Wll}l
ended (although all rights earned under it ¥

. - e
honoured). Instead everybody will puild UP -
People wl

£ their o
tateé

pension savings through their job.
free to have a personal pension plan ©
to join the scheme their employers use:
involvement in these private arrangemern
kept to the minimum.

: ; he
Family support will be strengthened by t tra

; . {veler oy
introduction of a new family credit t° gn ¢ will
ell-

help to low income families with childr. .11
ch wi

' h
be paid in addition to child benefit wh:ame pasi® ai
continue as a universal benefit on 2 b pHSS o
be assessed 7 X and

now. The family credit will
paid through the wage packet as an 2
national insurance.

ceset to ¥
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The Supplementary benefit scheme. It will be largely
T®placed by a new income support scheme. This will
Provide an income as of right without detailed
investigations into individual need. A smaller
EQEiél_éiQ scheme will be introduced to give
flexible, discretionary help for those with

SPecial difficulties.

The housing benefit scheme will be greatly
PLED1ificd . Pt income test will be aligned with
that for supplementary benefit and help with housing
€OSts will be on the same basis for those on
SUPplementary benefit as for others. Help with

housing Costs will no longer meet the full cost of
Tateg,

XQHBS_EEEELE will need to look less and less to
Social Security for income support. As the new
training scheme is brought in fewer 16-18 year olds
Will Need supplementary benefit. Their entitlement to
Supplemetary benefit will be further examined after
that SCheme is fully introduced. The position of
Studentg will be reconsidered in the light of the
TeView of student grants now under way.

Hggmgigzmggt benefit could be restructured so as more
adequat31y to meet the needs of people who have
ecently become unemployed. Higher rates of benefit
ke raial o avhidinenpldyad £ob leds ‘than six
Months tq enable them to manage without recourse to
the income Support scheme. The income support scheme

Woulqg Provide for those unemployed for more than six
Monthg
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The two lump sum grants, for death agQ_ggEEEEiEX'
which have long out-lived their purposeé and areé
disproportionately expensive to administer will be
replaced. But extra help will be given €0 those Who
really need it.

: ‘ to
Benefits for widowhood will be restructured S° 25

reduce duplication between the state and private
sectors and direct resources more effectively e
those in greater need. Widow's allowance will b€
replaced by a lump sum payment and changes will be
made to the age limits for entitlement to widow's
pension.

. % he
The financing of the system will be reformed- 2
contributory principle will be retained but e
tured ) toyEelitys
rrent

contributions are being restruc
undesirable disincentive effects of the cu

system.

13.3 These proposals are the culmination of the :
which the Government have undertaken over the PEES lwar 1
months, the most fundamental since the second world
e
has been based on the work of four review teams ~ <
review 0
nt, the ntarY

has

inquiry into provision for retireme
benefits for children and young peoplée, the suppleme

benefit review and the housing benefit review- Thlsi
. : : W

involved a unique exercise in public consultation o
three of the four review teams being led bY ministe ™

fourth, the independent review of housing penefit:
efit of *

Mr Jeremy Rowe. All the teams had the ben have
advice and assistance from outside me o
undertaken extensive public consultation.
pieces of written evidence were received,
from members of the public. Nineteen ora
held in public and over 62 organisat
gave oral evidence at those sessions.

mbers and @ X
Neafly 4

1

well OVER i 2
: r

1 session® 7

jons and 1P = ¢ have
The GOVernmen
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?lready Published, as part of the product of the Inquiry
into Provision for Retirement, a consultation document on
Dersonal Peénsions of which 30,000 copies have been issued.
Tgere have also earlier been consultations over the future

the deatn grant. All of this public participation has
SN important in hel

ping the Government to formulate the
Proposals for change

outlined here.
:Z;:al In view of the long-accepted princip}e of ?arity in
. S€Curity provision throughout the United Kingdom,
View e€xXtends to Northern Ireland as well as to
€gal Britain' Housing benefit is governed by different
i administrative arrangements in Northern Ireland.
e review was therefore conducted by a team of

Of 3 s iho
te ol Wwho reported their views to the Great Britain
am,

1s re
Creat

"

izgzultbeépite the fact that such extensive public
elieVeaFlo? has already been undertaken, the G?vernment
Sfiaiss 1t is right to publish these pr?posals in the form
?enerateen Paper to provide an opportunity for the debate
especia;d bY the review to continue and for quther comment,
Drovisi 1Y on areas such as unemployment benefit and '

of Dubl?n for widows which have not so far been th? subject
GQVernmlc Consultation. Following these consultatlo?s, the
, ent wily Publish a White Paper. Legislation will be

4
.ntr°du0ed b : the reforms
i €fore the end of this year to put the

Teforpy °Ct. It is expected that the main body of the
® W1 pe implemented in 1987.
)
; 5 | .
31 Augy oMents on the review proposals should be made by

CentralSt 1985 at the latest. They should be sent to the
Alexan View Unit, DHSS, Room D406,

e ;
SEL 6By : Flemlng House, Elephant and Castle, London

SECRET




