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8  0  0  1  ^ 1
r e v i  S e  ? u r i t  >  ' White Paper and B i l  l w i l  l mark the cu l m i n a t i o n of the 

u r i t 
c i r c u l °  H 

S ° C ^ ^ ^ »  y - The White Paper (a d r a f t copy of which w i l  l b e 
U a 6
 b e f o ^ ^ ^  A ting on 28 November) w i l  l endorse the o b j e c t i v e s 

orm which were agreed by the Cabinet e a r l i e r t h i s year and were set 
out  the Green Paper. 
o  f  r f raee


 l  n


 6 W h i t e P athere P e r  ^ ^  - l  ̂ k  s a four-month c o n s u l t a t i o n period in which 
e r 7 , 0 0 0
responseg6  ° V r ^PO%ses. We have taken account oi I hose 

a c c o r d i n  1 
s e t o u t 6 ^ ' g y there are a number of changes t o the proposals 

G r e e n P a 
and the ^ ^ p e r . These proposals f o r change are set out below 


6 b e e n a g r e e d
The o t l  /  b y the M i n i s t e r i a l Group on Soci a l S e c u r i t y . 

Proposals remain unchanged. 


a t d l t l ° W 6 3 r  e c o m m i td e m o n s t r  n ' t e  a to p u b l i s h i n g i l l u s t r a t i v  e f i g u r e s 
c i r e f f e c t s o f
c u l a t i n  8  t h e  ̂ K j B ^  s on i n d i v i d u a l s . I s h a l l b e 

t a b > l e  s
chanses l n g  .  showing the ef f  ̂ ^ k j ^  f the income-related b e n e f i t 
 o  n
'  i n d i v i d u a l s i n advance o F ^ P k e e t i n g . 

PENSIONS 


p e n s i o n a i m s a r e t 0
E a r n i n g s - R S i e e  d  reduce the cost of the State 
& H  " " ^P e n s i o  nPensions-  Scheme (SERPS); t  ̂ ^  e  %  e x p a n s i o  n oi occupational 


i n c r e a s  e
The Green p" t  0  choice through the C^ ^ J^n of personal pensions, 
those w i t h i n P f  ̂ p r o p o s e  d
 t  o
 achieve these by phasing out SERPS f o r a l  l but 

0 1 1  1
 employers  years of pension age; and replace i  t by a requirement 

p r o v ^ d  e
j o i n t cont 'V. t 0  .  occupational or personal pensions, w i t h a minimum 

r i  b u t i o n of 4 per cent of earnings. 


u p t h <  ! r  e  1 S w i d e s P°r Green e r e a  d agreement that SERPS c A K  ̂  s t a  y as i  t i s  , 
 p r o p o s a i  S
b°dies whos^ 6 1  7  have a t t r a c t e d s u b s t a n t i a l o p p o s i t i o n from 

S U p p o r t w et h  a  t the Gr i  w o u l  d v a l u e  . Ln summary, t h e i r ^ H B ^ i o n  s are 
n  P a P e i W O L l l d l e a d
C e  n  t c o n t r i b u  -  t o h i g h e r costs f o r e m p l o j K P f c h a t 4 per 

S n 0 t e n o u g h
the so-called " °  n  t o give an adequate p  e  n  s  i  ̂  ̂  #  u  l t h a t 
consensus" on pensions p o l i c y w o u l  d be d a m a g e  ̂ ^ j ^  ̂  

m e r i t s o f
s h -ould' r e c o g n - t h  e  these arguments are debatable, I b e l B f l ^  e 
S t r e n g t h 0 L  t h es h o u l d r e c o g n i S  e ^ '  o p p o s i t i o n . At the same t i M  ̂ k ^  ̂ 

1 8 
  e t h a t many of the bodies who oppose replacement or^SEJpkA 




 1
V  w e r  e i n favour o f reducing the Scheme's emerging c o s t .
f  a v o u  r o  f m o d i f y i n g SERFS are the Confederation o  f B r i t i s  h I n d u s t r y the 
^ f t  | t i o n a  l A s s o c i a t i o n o f Pension Funds, major insurance companies and 

main consumer bodies. 
6
t e r " ^ ^ 
^ J k  h e r  e i s no doubt t h a t modifying SERFS would provide an  ^
 

w  * T  o  f meeting our o b j e c t i v e s , w i t h wider support. I t h e r e r o V v 

that our pension s t r a t e g y should be t o : 


a. make changes to SERFS so t h a t we can a f f o r d i t  , w h i l e p r o t e c t i n g . 
the pennons o f people due to r e t i r  e t h i s century, women who 
i n t e f C | t h e i r careers to b r i n g up a f a m i l y , and the s i c k and 
d i s a  ̂ J  ̂ T ^  d people l o o k i n g a f t e r them; 

b. g i  l K f c  y o n  e the r i g h t t  o opt f o  r a contracted-out personal 
p e n s i o n T  ̂  t  l k  d o f remaining i n h i s employer's scheme or f u l l y 
SERPS; ^ j j ^ 

c make c o n J E g j t o g - o u t simpler f o r occupational pension schemes, 

so enc our aging ^ ^ | ^ ^  p r e a d  ; 


d. g i v e an a d d i e  ̂  t f i n a n c i a l i n c e n t i v e t o newly contracted-out 
o c c u p a t i o n a l schemes and personal pensions; 

e. take f u r t h e r steps t o give as many people as possible a pension 

from t h e i r j o b . 


These proposals are set out i n ^ y f c  t a i  l i n Annex A. 


INCOME-RELATED BENEFITS 

8
- The i  n elements i n our agreed V S f L  o  f income-related b e n e f i t s are 
m a
 

t hat we should: ^M^U. 

a- replace supplementary b e n e f i t w ^ ^ p u c  h simpler scheme o  f 
income s u p p o r t / w i t h a l  l special p a y m e W J ^  l  t w i t h by a separate 
d i s c r e t i o n a r y s o c i a l fund; 

b- replace f a m i l y income supplement w i t h f a m i l y c r e d i t , on a basis 

c o n s i s t e n t w i t h income support and paid through the wage packet as 

o f f s e t t o tax and n a t i o n a l insurance c o n t r i b u t i o n s ; ^ 

c
- g r e a t l y s i m p l i f y housing b e n e f i t , again b a s  M j  w on the income 
^ P P o r t r u l e s and t r e a t i n g people i n and out o f wMW^tne same 
basis; ^ f c W  ̂ 
d
- r e q u i r e t h a t everyone should make some c o n t r i b u t ^ T ^ L  t h e i  r 

lL 8 r e h a s b e e n a n
! ?   encouraging response to the p r i n c i p l e t h  4 R «  k 
 t h  e
i f  income-related b e n e f i t s on a more coherent f o o t i n  g a j

 Annex B s e t s  ̂ ^  h  e 
t w ^ 


 p r 0 p o s e n o
m o d J f ^  Ganges i n the broad
^ i c a t i o n  s which I propose i n the l i g h t

 s t r u c t u r e .

 o f c o n s u l t a t i o n s . 



^ V P H A S I N G OF REFORMS 

^PTJk The o ther major issue is t i m i n g . Local a u t h o r i t i e s w i l  l have to 
e m e n  t


t h
  the housing b e n e f i t changes; and employers w i l  l need to absorb 
c h a n  s a n d t h e m o v8 eariu înSl0n

e to f a m i l y c r e d i t  . Both groups have 
^ g u e d s t r o n g l y t ha t the Green Paper t i m e t a b l e of i n t r o d u c t i o n i n 

8 7 would be unworkable, and the l o c a l a u t h o r i t i e s have made c l e a r 
on housing b e n e f i t they would not co-opera te . 

t h a  t

e n c r u c a^ V
Play j  ^ j ^ .  ^  l p a r t t ha t l o c a l a u t h o r i t i e s and employers have to 
a nt r i e d W W B  l n c  e  d tha t we would be c o u r t i n g o p e r a t i o n a l d i s a s t e r i  f we 

l n s i s tb  f i !  °  on an A p r i  l 1987 s t a r t  . The main l e g i s l a t i o  n w i l  l need to e


u a t o n s  a n d
Passed ^ l l P i ^ M  ^  *  >  thus the time between r e g u l a t i o n s being 
a t i o n
propo r  % 5 B K t i n A p r i  l 1987 is very s h o r t . 1 the re fo re 

t 0 l n t W ? V t h e m aa v o i d i n J °  r s t r u c t u r a  l reforms i n A p r i  l 1988, so 
e  P P e r a tP a r  l i a m e n  t l l  * ^ °* i °  n a  l problems towards the end o f t h i s 

e a r* n befor" ' ^ °  m P t of the programme of reform however can be brought 
* l e n  a n dE x p e n d  t '  I have agreed w i t h the M i n i s t e r i a  l Group on Pub l i c 

r e v i e w  
n u m b e  ^0 |3^ a s u r e  s

l t U r  e 3  which b r i n g e a r l y savings from the 

EXPENDITURE 


j 2 "pĵ  

C n a n 8 e sAutumn s  i n t h i s paper are c o n s i s t e n t w i t h my programmes i n the 
a e m ^ n t >c o n f i  r m e d   which were d e scn ^ed as p r o v i s i o n a l and are now 

TIMETABLE 

t 0  p u b l i s n c h et h  a  t t h e n R 6 n  d  White P  ̂  e r  ̂  i  n mid-December. I  t i s poss ib le 
i s  r e a d y f o r more l '  k ^  i n t r o d  ̂ k j ^  k j u s t before Chris tmas, but i  t 
Ch 

r i s tn ias R ° e in t roduced as s o o l  ̂ m ^  h  e House resumes a f t e r the 
e c e s se n d of j « That w i l  l mean Second^KffcLng w i l  l be i n the middle or­

n a G U a r y  W i t h R o y a l° L o c a i  '  Assent by the end of J u l y . The Sub-Committee 
e r n m e ro v e r a l l G >  t Finance have agreed tha%, l^kpresen t a coherent 

° ^  e r n m e n  tcontext  p o l i c y and put the h o u s i n g ^ r e f t f i t proposals i n 
W O u l d  b eE n v  i r o n m e n t ^ r  e  a d v a  n t a g  e i n the Secretary o f Sta te for the 

S G r e e  nSecond Ro  J •  Paper on Loca l Government Finance appear ing before the 
R e a d l n  g  0 f my B i l l  . 

CONCLUSIONS ^ 

d r ° n S e S t C > t b " e G r e e ni a g n o s i  Q f  P P a  P e r do not s e r i o u s l y chal lenge our 
f 

s
 

t t l e  p r o b l e m s
compie . i  °  o f S o c i a l S e c u r i t y today - na i le ly t h a t i  t i s too x
 

a r e  t 0 g e t  b e p  t 0
 handing  d 9 1  ^ I  some groups who most neea j^^^and t ha t we 
t 0  g r e a t 3b e l i e  V  t ha t °IT °  P e n  s i o n s b i l  l fo r fu tu re g e n e r  ̂ j f c k  . Ie


 r e ^ o r m  s
p r  ° p o s e  d  i (-u-6  on which we are a l ready agreed, wi tb^^e^changes n


S e c  1 S p a  e r 
u r i t y  . P » w i l  l p rov ide us w i t h a b e t t e r s t r u c t u r  J f t k  S o c i a  l W e


1 e  a c h i e v e d a
^ a Vc ? u p l e d w i t h 6 f f  1  r a d i c a l s i m p l i f i c a t i o  n o f the system, 
f i  C t i v eg u r  which 6 T  e  c o n t r o l s over spending. At the same t i m e  ̂ ^  s  ̂  t h  e e s

r e f  o r   are c i r c u l a t i n  g w i l  l show - those who w i l  l gain from our r a  s

some of those i n g rea t e s t need, l i k e f a m i l i e s w i t h c h i l a r e n . 



1 
1 i n v i t  e the Cabinet to ­

4n*L 1. approve the changes from the Green Paper set 

P̂̂ ^ out above; 


. A  ^ m o f a  h l  e f o r implementing our 

agree the r e v i s e d t imetaDie m  i v 
reforms; 
3. note the t i m e t a b l e f o r p u b l i s h i n g the White Paper 
and B i l l  . 

\ 
Department o f H e a l t h and S o c i a l S e c u r i t y 

25 November 1985 ^ ^ ^  ̂  



ANNEX A 

A " 7Tii 

*-«Sloas STRATEGY 


•^~-i2£ture  o fMs


•—-^_JLi3iL_State earnings-related pension scheme (SERFS) 

*-t stands, Rwpoe 


' ^tfPS works m the following way: 

 o l o n  s


 1sta - t -^- '  are based on 25% of revalued earnings since SERPS 
ite^' in 1978 mu i CQ] 0 .., u* band of earnings on which pensions are 


 l l a  t
Upvjev  between the national insurance (NI) lower and 
a r n
~e
: i n g
 s  U m i t s 


2acondf  .
foT_

t h  e  l G
° p
i  r best"" *G r°tiring after 1998 pensions w i l l be based on 


e a r  s
w i t h p<3r£c>  ^  of earnings. This particularly helps people 

•  U u  w o r ^
°̂nc-ter-ii  ° *  (eg mothers bringing up children, 

a n  «
 unemployed) 


^G°?lo  i n 


( a  n ^ SOod occupational schemes can contract out of 

i n f l  a l 0 W e r 1 3 1^ t i n  n  contribution). The State 


i 0 n  ~proof s thn­
aeir occupational pension after award. 


R e a u
 = i n  g
 t h e 


c o s t  s o  f SERPS 

The r,,. 


p r°?03als
 f o  r 

reducing the emerging costs of SERPS are to: 


^ ^ a c t ^  ̂ for inflation-proofing 
^ r a  ^ 9 e ^ ^ ^  ̂ with the present 
~ ^ H H G  S _

 l n f l a  t i o n - oroofing taking over above this. This T H

PenTT^ c°st of Q * .  * 
 J C a t  e
A°ns.  topping up of good occupational 


—~-SSseJ  o ^ T _ 
^ • ^ g s  t J T  ̂ ^ ^ ^ P J l s  ̂ o  n lifetime earnings since 1978, not on 

' 'ar n e  s


i

 o - r r " ^ ^ This would put SERPS and contracted-out 
m o r  e equal * • 

a J - rooming and reduce over-provision. We 



w i l  l b u i l  d i  n p r o t e c t i o  n f o r p e o p l e who h a v e b r e a k s i  n emp 

t o b r i n  g up c h i l d r e n  , f o r t h e l o n g - t e r m s i c k a n d d i s a b l e d / 

f o r p e o p l e l o o k i n g a f t e  r t h e m . 

( i i i  ) c a l c u l a t  e t h e SERPS o e n s i o n as 20 p e r r^nt-. o f earniSSL-^ 
£ T77,pen 

r a t h e r t h a n 2 5 p e r c e n t . B u t SERPS r i g h t  s b u i l  t up betwe 
a n d 1988 w i l  l s t i l  l be b a s e d o n 25 p e r c e n t . 

( i v ) w i d o w s a n d o l d e r w i d o w e r s t o i n h e r i  t h a l  f tne i i__3L_-—• , 
" \ T h a v e 


SERPS r i g h t s  . The a r e s e n t a r r a n g e m e n t s w h i c h l e  t t hem 

a r• a)

nown a n d t h e i  r s p o u s e ' s f u l  l SERPS p e n s i o n ( u p t o a c e i l  i 
widely r e c o g n i s e d as o v e r - g e n e r o u s . 

The f i r s  t c h a n g e w o u l d a p p l y t o p e n s i o n r i g h t  s e a r n e d tto --^ 
n e a t > °1 9 8 8 / 9 ; i  t w i l  l n o t a f f e c  t p e n s i o n e x p e c t a t i o n s .  T ^ j 

o f t h e b e s t 2 0 y e a r s c a n n o t t a k e e f f e c  t u n t i  l a f t e r 1998/ ' ^ ^ 
propose t h a t the changes f o r widows and widowers s h o u l d ^ 

1o c n n w i -- ^ 

e i t h e r . S E R P  S p e n s i o n s f o r people r e t i r i n  g up -o _^ 

bo c a l c u l a t e d as 2 5 p e r c e n t o f e a r n i n g s , a n d t h e move 

c e n t w i l  l be p h a s e d i  n o v e r 10 y e a r s , t o g i v e t r a n s i t  i 

p r o t e c t i o  n t o t h o s e r e t i r i n  g e a r l  y n e x t c e n t u r y . 
f 

r e t i r e  d 
T h i s p a c k a g e o f m e a s u r e s w i l  l s a v e o v e r £ 1 2 b i l l i °  n  ° n j 1 et 

rntecj~s_ -̂—­
p e n s i o n s b y 2033 a t November 1935 p r i c e s  . I  t fuJLljM2=—--—'  l en 

p o s i t i o  n o f p e o p l e r e t i r i n  g t h i  s c e n t u r y , as we pron^J———""""^ 

G r e e n P a p e r . 
E n c o u r a g i n g t h e sp r e a d o f o c c u p a t i o n a l schemes 


i . C h a n g i n g c o n t r a c t i n  g o u t a r r a n g e m e n t s 

t ( ^ e 

O n l y " f i n a  l s a l a r v " schemes c a n c o n t r a c t o u t a t p r e s e ^ i n O " 5 

e a r  n 1 o f
schemes w h i c h p r o m i s e a p e n s i o n r e l a t e  d t o t h e l e v e l 

ii c r h e m e s

a t r e t i r e m e n t )  . We s h o u l d a l l o w "money p u r c h a s e ^ rt 

• g  g 3 
t o c o n t r a c  t o u t as w e l l  . T h e s e a r e schemes w h i c h p r o i . 

. * h e r t h a n 

o n c o n t r i b u t i o n  s i n v e s t e d o v e r a working l i f e  , r a ^ " ^ 



final sala ' 

CrH_, . les. They do not expose the employer to open-ended 


™*tinents 
a s o
en-o '  Will be more attractive for manv small "-^Plovers.

 j/ a r  s
scries  T  h a^-so the key to expanding industry-wide 
-me s. 


T h  e
 cornplex c
Schema ~ " o n t r a  o t i n  g out requirements for salary-related 
,̂ wh ich  a y 
9 o u r c l , G n
Setti n r  .  on employers and deter people from 


9 U  ? S C h e n e s  ­ w i l  l be simplified. 

c°ntracte£­
bennf-;̂  schemes w i l  l be required to orovide survivors' 


' a e  n a  s W e  H
cover •  as women. Not a l  l occupational schemes 

 n a o u r
••'as 4 '  Green Paper proposal to make them do so W f l•-~eiy welcomed. 


U. a 


Sensi^o^ " Hlgentive for new occupational and personal 


;0 n^acted-ou, , 

n s i o n
contracted "  ° e  schemes get a reduction (the 


U t r e b a t
^surance C  o
G " ) in employers' and employees' national 


^ " r i l : ) u t : i  - 0 ns.
°Ccu.pationa  As a special incentive to encourage new 

t h e  ? e r s o n a l
r ebat e °  pensions, I intend to add 2 per cent to 


 l n c G n t i v  e
0 c c u  ? a t i o   w i l  l be available from 1988 to 1993 to 
n a  l

C o n trac

 c
-'-o^  eWes and personal oensions becoming 
wG°--out  f u .
o r  r
 

tne f i r s  t time during that period. 

U  i 


^^-^nsion^coverage 

° n r  i g h t 3 •
c


 W l b e
° n t t i b  U ti 0 n s  )  P r e s  e rved (instead of refunding 

r a o r
 

s  i i e - not, c ,  , 
. G v ei"yone who has been in a scheme for 2 years 

 ,j a  s
0 ldes ci_UT..  now. There was pressure for this from 

 1 9 8 5 S o c i a l
9 n  i f i c a n t i  y ^ ^  Security B i l l  , and i  t would 


 n c r G a s  G
n-3ion rig^ t r  ,  the numbers of people with occupational 




P e r s o n a l p e n s i o n s 


F o r t h e f i r s  t t i m e t h e r e w i l  l b e a r i g h t f o r a l  l e m p l o y e e 5 ^ 


o p t f o r a c o n t r a c t e d - o u t o e r s o n a l t e n s i o n . P e r s o n a l p e n s i ° n 


 a  n  °
l • i i t y

a n e s s e n t i a l e l e m e n t i n o u r p o l i c y o f i m p r o v i n g j o b m o D i 


t t o s t a y 

g i v i n g p e o p l e m o r e c h o i c e . T h e y m u s t h a v e t h e o p t i o n n o 


i - ^ n s i ° I l  S 

i n a n e m p l o y e r ' s s c h e m e , o r f u l l  y i n S E R P S . P e r s o n a l p « " 

w i l  l a d d a n o t h e r d i m e n s i o n o f c h o i c e - o f p e n s i o n p r o v i d e r . 


r .  thei s t
P e o o l e w i l  l b e a b l e t o d e c i d e o n t h e k i n d o f b o d y t o m v 


rphi S wiiA 

p e n s i o n s a v i n g s - b a n k , b u i l d i n g s o c i e t y , u n i t t r u s t . 

n
•in Densi°

e n d t h e v i r t u a  l m o n o p o l y o f t h e i n s u r a n c e c o m p a n i e s i n i 


p r o v i s i o n . 

f t h e 


H o l d e r s o f p e r s o n a l p e n s i o n s w o u l d h a v e t h e a d v a n t a g e 01 


t o t a l r e b a t e t o p a y t o t h e i r p e n s i o n . T h i s w o u l d b e o e u 


a n d 6 p e r c e n t o f s a l a r y , p l u s t h e 2 p e r c e n t i n c e n t i v e 


o U
s a l a r y . A l t h o u g h p e r s o n a l p e n s i o n s w o u l d b e c o n t r a c t e d  ^ 

e m p l o y e r s w o u l d s i m p l y p a y f u l  l N I c o n t r i b u t i o n s . T h e Di 

' n t h & 
t h e n p a y i n t o t h e p e r s o n a l p e n s i o n a n a m o u n t r e f l e c t i n g >­

u 
. +- i o n r  ^


d i f f e r e n c e b e t w e e n f u l  l a n d c o n t r a c t e d - o u t N I c o n t r i o u x -


T h i s s y s t e m i  s m u c h e a s i e r - a n d m u c h m o r e a c c e p t a b l e 


e m p l o y e r s - t h a n t h e o n e i n t h e 1 9 8 4 p e r s o n a l p e n s i o n s 


c o n s u l t a t i v e d o c u m e n t . 

Anyone c h a n g i n g h i s j o b w i l  l b e a b l e t o t r a n s f e r a l  l h i s ^  ^
 

•nhs w i *
e 

c 
O U
r i g h t s t o a o e r s o n a l t e n s i o n . P e o p l e n o t c h a n g i n g  3 „ i  t 

• t h e n ' 

a b l e t o t r a n s f e r r i g h t s b u i l t u p a f t e r 1 9 8 8 - a n d b e f o r e 

t h e i r e m p l o y e r a g r e e s . 


• i  i be broads 
T h e t a x r e g i m e e n v i s a g e d f o r p e r s o n a l p e n s i o n s w i  n >->'­
s i m i l a r t o t h a t w h i c h a p p l i e s n o w t o r e t i r e m e n t a n n u i t y c 

r  t £@ 

c o n t r a c t s . T h u s c o n t r i b u t i o n s b y e m p l o y e e s w i l  l a t t r ^ 


a t t h e i r m a r g i n a l r a t e o f i n c o m e t a x ; t h e b u i l d - u p w i t * 1  1 


f u n d w i l  l b e e x e m p t f r o m t a x ; a n d p a r t o f t h e u l t i m a t 




 i 

c 

Thpre w i l  l be 

n a 
  y  b * commuted and t a k e n as a t a x f r e e lump sam. Tnei ^ 

p r o v i s i o n f o r employers' c o n t r i b u t i o n s w i t h i n a p p r o p r i a t e

w h  - i c h w i n be t a x - d e d u c t i b l e i  n t h e normal way. 


J additional Voluntary C o n t r i b u t i o n s 

P 2°Ple i  n o c c u p a t i o n a l schemes are a b l e t o pay e x t r a 

c o n t r i b u t i o n s t o b o o s t t h e i r p e n s i o n r i g h t s . But a t p r e s e n t t h e y 

^ o n l y do so i  f t h e i r employers i  s p r e p a r e d t o make t h e 


^ c e s s a r y arrangements. The Green Paper p r o p o s a l t h a t a l  l 

schemes n u s t a l l o w employees t o pay a d d i t i o n a l v o l u n t a r y 

C°ntributions was u n i v e r s a l l y welcomed, and i  t i  s proposed t h a t 

W  e
 should go ahead w i t h i t  . 




ANNEX B 


H A N G E S F R 0 M T H E
 GREEN PAPER PROPOSALS ON INCOME RELATED BENEFITS 


Propose to make a number of m o d i f i c a t i o n s to the Green 

a p e r pron 


p o s
 , a l  s f o r income r e l a t e d b e n e f i t s i n the l i g h t of 

c°nsultation t-h« 


i n  e main changes are s e t out below. 

Pri_


PSH-O p i o  P o s a  l that c l a i m a n t s under 2 5 should r e c e i v e lower 
QLes of 

n e
 

c 

of f i  t than older claimants has a t t r a c t e d a great deal 
t i c i s m A  T 

for c "' A 1  t h o u g h I think we should hold to our p o s i t i o n 
°̂ "̂ Sle c 1 a." 

a i  m ants, I do not think we can s u s t a i n i  t f o r 0  U  n  l  Q
to f  ̂ o * l c  u l a r l  y couples with c h i l d r e n . I propose th e r e f o r e 
0 u P l e s
o t  h e r niai <  aged IS and over on the same b a s i s . The 


with .4 - n a n  S  e I propose i  s that we should give l i m i t e d help mortgage i n t 

1 T : e r e s t
m°nths rs  - °  - r a t h e r than none - during the f i r s  t s i x 

0  n
 income cs, 
D u  i l d i n c ? o u  P p o r t . Negotiations are continuing with the 

- P i e t i e  s about t h i s . 


A
 good deal 

C O n c e r  n
rund on  d' °  has been expressed about operating a
a


c ° n v i n c p r  , C r e t l  o n a r  y b a s i s and with a f i x e d budget. But I am 

 1 S i s t n e
Present f>i  only way forward i  f we are to stop the L
 Hood  0 f , 


a r  r e . n g  e s i n g l e payments. D e t a i l e d accounting 

under d i s c u s s i o n with the Treasury. 


r 

' A l t hough the 

6 e  n  m c i ; i-n
W e  l comed  s t r u c t u r a l changes i n housing b e n e f i t have 

l 0 r n  S r e n a s
 the  i Q p  „  ,  been strong opposition, p a r t i c u l a r l y 


 a  i
e v e r  , ,„  authori 

y e
° n
  shorn i x t  y a s s o c i a t i o n s , to our proposal that 

U i  d
 Pav One 
-> cWo of r a t e s . We w i l l want to stand firm on 



c 

 * n
h • i i t y

t h i s proposal because of i t  s implications f o r accountaoi 


to m&̂ 

local government, but I propose a number of other change 

the housing benefit proposals more acceptable: 


Instead of one combined taper, I propose that the ^ 

be separate tapers f o r rent and f o r rates. This re 

the heaviest losses that owner occupiers - especially 


• o i n r o p o s a  l 

pensioners - would have faced under the o r i g i n a l v 
to o p e r a t  e 

We had proposed that local a u t h o r i t i e s ' powers ^ ^ 

local schemes - w i t h i n t h e i r own resources - shoul 

abolished. We have had a large number of represe 


w a  r
4 -e f or

about the e f f e c t of t h i s on special arrangements 
c
pensioners, and I propose that we should allow l ° 
  
e o n l y * 
a u t h o r i t i e s to keep local schemes f o r that puipo uS
 



W I f 

C ( 8 5 ) 2 7 _ 
R E V I E W O F S O C I A L S E C U R I T Y : 


EFFECT OF 
C H A N G E S I N I N C O M E R E L A T E D B E N E F I T  S 


i  n
 P a r a g r a h t a b l e s of i l l u s t r a t i v e f i g u r e s r e f e r r e d to 

 Q  n  d 1  4 o  f t  h  e  m e m o r a n d u m  t  h  e
S t a t e f o r s  S • 3  by  S e c r e t a r y of 


o c i a l S e r v i c e s ( C ( 8 5 ) 2 7 ) , p r e v i o u s l y c i r c u l a t e d . 

2­ The t a b l 


s a r e
r e f orm of s  i l l u s t r a t i v e of the k i n d of changes which the 
i
 
f o r a l
 income  ° C |  s  e  c u r i t  y w i l l i n v o l v e . They c o n c e r n the p l a n s 


6  3 t e d
r e  P l a c e d bv  b e n e f i t s under which supplementary b e n e f i t i s 

C m e  s u r t
C r  e d i t ; ^ i u  °  P P °  ; f a m i l y income supplement by f a m i l y 
a n 
  

&  h o u
 
s


r e  d u c e d  i n s i n  g b e n e f i t scheme i s r e s t r u c t u r e d and 

t n e e
 P i c t u r e  C ? ?  * I  n  e  v i t a b l  y t h e r e are c o m p l i c a t i o n s i n showing 

concerns r a t e ^ i m p l e m e n t a t i o n of the changes. One of t h e s e 


 I t i s
e f  f e c t of t  h *  not y e t p o s s i b l e to i l l u s t r a t e what the 

r e f  o r  e c r e t a r
 

m
 p r o po 6  ^ y of S t a t e f o r the E n v i r o n m e n t ' s r a t e s 

S M b e " i n^ e n  s i o n e r s .  p a r t i c u l a r t h e i r e f f e c t on s i n g l e 


-  1 S 1 1  p o s s i b l e t o
° r
l n come r e s u l t  i l l u s t r a t e any a d d i t i o n s to 

l n g
 from an i n c r e a s e i n t a x t h r e s h o l d s . 


T a
I b l  ie s

1 t h e  2  i l l u s t r a t e
 new s t r  what e f f e c t the changes would have 


 t t U C t u r e
!!f  i s now  -  were s u b s t i t u t e d f o r the e x i s t i n g s t r u c t u r e 

e  s
*!| o c i  i ^ N o v e  m b e r 1985. T a b l e 1 i l l u s t r a t e s the e f f e c t of 
a s e c 
  

r l t y  r e f o r m s
changes  f t h   w i t h o u t making any a l l o w a n c e f o r any 
r o m

e q u i r e m e
*  r
^ f o r n _ e i t h e n  t to pay 20% of r a t e s or the r a t e s 


e r o v i d i n
re f  f  e c  t f t ,  p g g a i n e r s or l o s e r s . T a b l e 2 i l l u s t r a t e s 
0
 
& S o c i a l
^equirement to ,  s e c u r i t y r e f o r m s i n c l u d i n g the 


 t l l e 2 0 % f
w h ° m  r a t  ̂  ° ^ " ^ e 3  . Thus t h i s i n c l u d e s the l o s e r s 

l c r i  S
c o m  e f r ^ ~  r e  o . u i r e m e n t but not any g a i n e r s or l o s e r s 


f r r a
° m
 t e  r e f o r m . 
s


T a b l e s 3 
r e f ° S n i s i n  g t h a t 4  £ i v e t  h  e
 i l l u s t r a t i v e e f f e c t i n c a s h terms ­

r m S a r e p r a t i n  o f
g i  °   introd"^  U £  b e n e f i t s w i l l t a k e p l a c e when the 
v
 
 S n t o U e d  & n d  t h a t
f r  e nsure t h  °   t r a n s i t i o n a l p r o t e c t i o n i s b e i n g 


m  n o - o n e
S u  P P l e m e n t a ^  l o s e s i n c a s h terms from the change 

 r  y
5  b e n e f i t to income s u p p o r t , 


th  e s e
 a  r  e 


" | ? i t  e
 l n d fP o S s   P a p e r /  R °  1  1  l u s t r a t i v  e f i g u r e s t h a t w i l l be i n 
U  t h e v a r e
f u r t h a n a l  y s e  s  o n l y a s e l e c t i o n from a range of 


e r  3 n d t h e
 working  f i  e u r e s t h e m s e l v e s a r e s u b j e c t to 

6.  T h e 

f a n e r
5 ° c i a [ a ^ e  " t u r b u l e ° t U r  e  ° 2 i s and l o s e r s d e m o n s t r a t e s the 

S e c u r n G i n  s u c h a
Patte- i t  y ^  fundamental r e s t r u c t u r i n g of the 
S v 
  

P a r t i c n - , 0  f r  e  - d i s  t W i t h i n t h a t o v e r a l l framework the 

U a r  i o n i s  m u c h  a s
f  a  m i i i  t h a t the*"  e x p e c t e d . I  t shows i n 


s e - d r e
 w i t h c h i l  i ° ̂  r i  c t i n  g r e s o u r c e s to low income 

7  r e n i s
. T h  . "  b e i n g a c h i e v e d , 


5
' l i n i  J 1  note 

s


V a t e
P r i  ' e T a  b l e  s s h o u l d be handed back to the Prime 

s e c r e t a r y t the end of the meeting. 
a
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TABLE 1 

J -
EFFECT OF SOCIAL SECURITY REFORM OF INCOME RELATED BENEFITS  (000) 

C l i e n t C a i n G a i n G a i n Gain G a i n G a i n No L o s s Loss l o s s l o s s L o s s L o s s T o t a l T o t a l 
Group £ 5 + £ 4 - 5 £ 3 - 4 £2-3 £ 1 - 2 <£1 Change <£1 £1-2 £2-3 £ 3 - 4 £ 4 - 5 £ 5 + G a i n e r s L o s e r s 

Pensioners age 80+ 10 40 60 150 90 60 180 100 50 50 30 20 30 400 270 

Pensioners age 60-79 90 50 60 210 580 650 680 220 340 200 130 60 140 1650 1100 

S i c k o r D i s a b l e d 110 40 30 40 50 10 50 10 JL. 10 J L * 10 270 40 

S i n g l e p a r e n t s 200 10 * 30 10 110 70 40 80 20 20 "A" 30 370 190 

C o u p l e s w i t h c h i l d r e n 

- i n f u l l - t i m e work 160 30 30 40 30 20 20 20 20 10 10 * 30 300 90 
- n o t i n f u l l - t i m e work 40 110 50 130 110 20 40 10 20 10 10 10 10 460 60 

O t h e r s 

- i n f u l l - t i m e work 10 •JL J L * 10 JL. 40 30 30 20 20 20 50 30 170 
- n o t i n f u l l - t i m e work 10 JL. 160 10 30 20 690 50 110 70 210 30 200 240 660 

T o t a l 630 270 400 600 910 900 1750 460 650 380 420 150 510 3710 2560 

A l  l p e n s i o n e r s 100 90 110 360 670 720 860 320 390 250 160 90 170 2050 1360 
A l  l c o u p l e s w i t h c h i l d r e n 200 140 80 160 140 30 60 30 40 20 10 10 40 760 150 

Notes 

1. T h i s e x c l u d e s any changes w h i c h may r e s u l  t from a 20% r a t e s c o n t r i b u t i o n 
o r from t h e r a t e s r e f o r m p r o p o s a l s . 

2 . Gains/TO<;«;P5 up t o SOp i n c l u d e d i n 'No C h a n c e ' c o l u a m . 

3 . A l  l f i g u r e s rounded t o n e a r e s t 1 0 , 0 0 0 . * means a f i g u r e o f 
l e s s t h a n 5 , 0 0 0 . T h e r e f o r e , i n many c a s e s , t o t a l s w i l  l not sum. 



TABLE 2 


EFFECT OF SOCIAL SECURITY REFORM OF INCOME RELATED BENEFITS PLUS 20% RATES CONTRIBUTION 1' (000) 


Client G a i n G a i n G a i n G a i n G a i n G a i n No l o s s l o s s l o s s l o s s L o s s l o s s T o t a l T o t a l 

Group £ 5 + £ 4 - 5 £ 3 - 4 £ 2 - 3 £ 1 - 2 <£1 Change <£1 £ 1 - 2 £ 2 - 3 £ 3 - 4 £ 4 - 5 £ 5 + G a i n e r s L o s e r s 

P e n s i o n e r s age 80+ 10 30 20 50 120 60 170 80 130 70 40 30 40 280 370 

P e n s i o n e r s age 6 0 - 7 9 60 30 30 90 190 230 950 470 550 280 200 100 190 620 1790 

Sick or D i s a b l e d 110 30 20 20 30 10 50 10 20 10 J L * 10 230 60 

S i n g l e p a r e n t s 200 10 20 10 20 J L 130 30 60 80 20 10 50 260 240 

C o u p l e s w i t h c h i l d r e n 

- i  n f u l l - t i m e work 150 30 30 30 30 20 20 20 20 20 10 10 30 280 100 

- n o t i  n f u l l - t i m e work 20 10 90 70 140 60 50 20 30 20 10 10 20 390 100 

O t h e r s 

- i  n f u l l - t i m e work 10 * J L J L 10 JL. 10 20 50 40 20 20 60 10 200 

- n o t i  n f u l l - t i m e work 10 J L 150 10 10 20 520 160 130 250 30 40 230 210 850 

T o t a l 580 130 370 270 540 410 1890 810 1000 760 320 210 610 2290 3730 

A l  l
A l  l

 p e n s i o n e r s 
 c o u p l e s w i t h c h i l d r e n 

80 
170 

60 
40 

40 
120 

140 
100 

290 
160 

300 
80 

1130 
70 

550 
30 

690 
50 

350 
30 

230 
10 

120 
10 

220 
50 

900 
680 

2160 
190 

Notes 

1. T h i s i n c l u d e s an i l l u s t r a t i o  n o f t h e e f f e c t o f a 20% r a t e s c o n t r i b u t i o n b u t 
makes no a l l o w a n c e f o r any changes from t h e r a t e s r e f o r m p r o p o s a l s . 

2 . G a i n s / L o s s e s up to 50p i n c l u d e d i  n 'No Change ' co lumn. 

3 . A l  l f i g u r e s rounded t o n e a r e s t 1 0 , 0 0 0 . * means a f i g u r e o f l e s s t h a n 5 , 0 0 0 . 
T h e r e f o r e , i n many c a s e s , t o t a l s w i l  l not sum. 



TABLE 3 


CASH POSITION AT POINT OF CHANGE 


EFFECT OF SOCIAL SECURITY REFORM OF INCOME RELATED BENEFITS 1' (000) 


Client G a i n G a i n G a i n G a i n G a i n Gain No L o s s L o s s L o s s L o s s Loss L o s s T o t a l T o t a l 
Group £ 5 + £ 4 - •5 £ 3 - 4 £ 2 - 3 £ 1 - 2 <£1 Change <£1 £ 1 - 2 £ 2 - 3 £ 3 - 4 £ 4 - 5 £ 5 + G a i n e r s L o s e r s 

Pensioners age 80+ 90 50 150 110 160 30 190 10 10 10 10 10 10 610 50 

Pensioners age 60-79 160 160 500 630 910 180 540 80 80 60 40 30 90 2530 370 

J L J L J L J L * * Sick or Disabled 170 30 40 40 40 10 20 	 320 10 

J L 	 J L 
Single p a r e n t s 230 10 30 120 40 40 110 10 10 10 30 470 60 

C o u p l e s w i t h c h i l d r e n 

- i n f u l l - t i m e work 240 20 30 40 40 20 20 10 10 10 10 10 20 380 50 
J L 	 J L - n o t i  n f u l l - t i m e work 210 20 200 40 20 20 30 10 10 	 500 20 * 	 * 

O t h e r s 

J L J L - i  n f u l l - t i m e work 10 	 10 10 10 30 30 30 30 20 10 50 40 160 
- n o t i  n f u l l - t i m e work 10 150 10 30 370 300 560 J L 30 10 10 30 40 890 130 

T o t a l 	 1130 430 970 1030 1580 590 1490 130 180 120 90 90 240 5730 850 

A l  l p e n s i o n e r s 260 210 650 740 1070 210 720 90 100 60 40 30 100 3140 420 

A l  l c o u p l e s w i t h c h i l d r e n 450 40 230 80 60 30 50 10 20 10 10 10 20 880 80 

Notes 

1.	 T h i s e x c l u d e s any changes w h i c h may r e s u l  t from a 20% r a t e s 
c o n t r i b u t i o n o r from t h e r a t e s r e f o r m p r o p o s a l s . 

2 .	 G a i n s / l o s s e s up t o 50p i n c l u d e d i n 'No Change ' co lumn. 

3 .	 A l  l f i g u r e s rounded to n e a r e s t 1 0 , 0 0 0 . * means a f i g u r e o f l e s s t h a n 
5 , 0 0 0 . T h e r e f o r e , i n many c a s e s , t o t a l s w i l  l not sum. 



TABLE 4 
CASH POSITION AT POINT OF CHANGE 

EFFECT OF SOCIAL SECURITY REFORM OF INCOME RELATED BENEFITS PLVS 20% RATES CONTRIBUTION 1' (000) 

Client 
Group 

G a i n
£ 5 +

 G a i n
 £ 4 - 5

 G a i n
 £ 3 - 4

 G a i n
 £ 2 - 3

 G a i n
 £1-2

 G a i n 
<£1 

No 
Change 

L o s s
<£1

 L o s s 
 £ 1 - 2 

Loss 
£2-3 

L o s s 
£ 3 - 4 

L o s s 
£ 4 - 5 

L o s s 
£ 5 + 

T o t a l 
G a i n e r s 

T o t a l 
L o s e r s 

Pensioners
Pensioners

 age
 age

 80+ 
60-79 

50 
110 

40 
40 

60 
140 

140 
430 

180 
690 

60 
620 

70 
550 

170 
380 

30 
180 

10 
70 

10 
50 

10 
30 

10 
90 

530 
2010 

230 
790 

Sick or Disabled 150 20 30 30 50 10 20 * 10 J L * JL J L 300 20 

Single p a r e n t s 220 10 10 30 20 110 50 40 90 10 10 10 30 400 180 

C o u p l e s w i t h c h i l d r e n 

- i n f u l l - t i m e work 
- n o t i  n f u l l - t i m e work 

230 
100 

20 
90 

30 
50 

30 
190 

30 
30 

10 
20 

20 
20 

10 
10 

20 
30 

10 
J L 

10 

* 
10 

* 
20 
10 

360 
480 

60 
50 

O t h e r s 

- i n f u l l - t i m e work 
- n o t i  n f u l l - t i m e work 

10 
20 

J L 

150 

J L 

10 10 
10 

370 

J L 

160 
10 

430 
10 

140 
60 

190 
30 
10 

20 

* 
20 
20 

50 
70 

10 
720 

190 
440 

T o t a l 890 370 320 850 1380 990 1170 770 590 140 90 90 290 4810 1960 

A l  l
A l  l

 p e n s i o n e r s 
 c o u p l e s w i t h c h i l d r e n 

160 
330 

80 
110 

200 
80 

560 
220 

870 
60 

680 
30 

620 
40 

560 
20 

200 
40 

70 
10 

50 
10 

30 
10 

100 
30 

2550 
840 

1020 
110 

Notes 

1. T h i s i n c l u d e s an i l l u s t r a t i o  n o f t h e e f f e c t o f a 20% r a t e s c o n t r i b u t i o n 
b u t makes no a l l o w a n c e f o r any changes from t h e r a t e s r e f o r m p r o p o s a l s . 

2 . G a i n s / L o s s e s up t o 50p i n c l u d e d i  n 'No Change ' co lumn. 

3 . A l  l f i g u r e s rounded t o n e a r e s t 1 0 , 0 0 0 . * means a f i g u r e 
o f l e s s t h a n 5 , 0 0 0 . T h e r e f o r e , i  n many c a s e s , t o t a l s w i l  l n o t sum. 




