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MINISTERIAL COMMITTEE ON ECONOMIC STRATEGY

penefits and Allowances for Young People

Memorandum Dy the Secretary of State for Employment

I was asked to set out the options for a revised system of
benefits and allowances, taking into account Ministerial discussion
bn Young Persons Benefit (YB), and covering the options for re
raining allowances and for changing unemployment benefit fo:
beople (E(81) 8th Meeting). 1

¢ Som'Y
b. Annex 1 is a note by my officials, consulting DHSS as real

hich sets out the present position and the YB proposal as ¢

Gered by H Committee, relates them to the New Training
(NTI) and sets out the options.

P. There are four options on YB:

1. No YB - keep the existing structure of allow
possible minor adjustments. ¥ A

= 1B for those in education or unemplo;
those in training who would otherwis

3. YB for those in education or unemploy!

K. YB for those unemployed.

t:td?fmse options mean in terms of al
in Annererem categories is shown in
n yo cX 1. In particular, the con

a i .
Anne)s( iflmsmered by H Committ‘ee‘u'

™ OWN ASSESSMENT

T

Mex :;ew the YB proposal primar

2equa; € latter we are trying
"°¥€ skill and other vocat:
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them or unemployed but trained on their premi
ses
We have agreed that our approach to thispshould

mployed by
expense.

r €
lic 'his means that we must i

b o c . This m persuade employers to rovide
b volur.];?ﬁzi places for the unemployed young and persuade thepunions %
s craltinj the employees they must work alongside and with many
pepr"sennber‘s unemp}oyed - to cooperatg in their provision. The

qult mer are having to mount a special campaign to get the many

sthe
Wi ub

;sc an?agji already needed this year. More again will be needed if
hore P nemployme"c continues to rise and if we are to achieve our
O“tzrucer‘m aim under the NTI.
fong!

These places will not be forthcoming if the ¥YB concept is applied
b. yoP allowance and the latter reduced by parental means test.
ko the 1ready lowered its real value this year by holding it at

I nave 81T 24 of the .{;6 recommended by the MSC and YOP is coming
‘er increasing criticism from union.f. and young people as a source

“rfueneap labour. We shall risk forfeiting essential union coopera-

bt cf altogether and employers will then offer fewer places on their

“g;ises- To meet the YOP guarantees the Government will then have

lég s'tep up provision of alternative courses, at up to twice the cost

br those on employers' premises, and not the kind that we mainly want

hnder the NTI.

f. To means-test the YOP allowance would also make YOP less attrac- l
tive to young people, often those who can most benefit from it. We
kould of course react - as suggested at our last meeting - by refusing
B to those who do not accept a YOP place. But that would destroy the
oluntary basis of the programme to which sponsors - both firms and
oluntary organisations - attach great importance. They don't want '
to take "pressed men". '

[. So I am opposed to applying any YB scheme to training allowances.
[ think we have to accept that young trainees are akin to young people
pn work and should be treated accordingly to the extent of having a
Flat rate allowance paid to them. Nonetheless, I am very co {
Of the rising costs of YOP as youth unemployment mounts and
Fule out a further reduction of the allowance's real value at
FeXU uprating as a contribution to the cost of providing m

f- Of the four options I would therefore rule out op io!
PPlying also to training allowances). I do, however,

E rationalising training allowances and I propose to
O review them.

e unemployed only) does
option. It is really only the applicat
Buch, ~1¢ C unemployed young people and Wc
froney ¢ S best justification would be that it :
frost op tﬁ“"”de YOP places for the unemployed
N3 yepy 5 YOUNE unemployed much worse of
ek ) woﬂllow income (about half average earni
esteq o) d continue to receive full SB and
Farnin )ement Would cease at quite mode
¢ o Could we rebut the criticism
* Whom pauc SXPeNnse of the most vulne

ve ¢eértainly not chosen to be

* Opty. ,
0 3 (YB for those intealiont oy
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_ namely, transferring resources from the young unem

1B Concsggnts can afford to keep them to those in educatign whoglogggencs
whofe p But whatever the case in equity for this, I very seriously doubt
oah'v: iom of making the change when youth unemployment is so exceptionally
¢he Wi on the basis of the i‘lnan:xclal impact on the unemployed that I
high“ust described the change is bound to be depicted as being at the
have Je of those who are suffering the greatest difficulty in order to
expen: those who remain in education and generally have the better

ects. As it is, the increases to those in education would in
prosp modest and the incentive to stay on not great, particularly

f"’“inbﬁhac case YB goes to the parents.
as

CONCLUSION
I therefore propose that:

11.

(a) we drop the YB idea. It is a political loser. If it applied
to YOP allowances it would act against our training aims and have
a perverse effect on costs. If it is applied to the young

unemployed, with or without extension to those in eduecation,
it would be seen, however unfairly, as an attack on them.
concept may have more merit when we are much further advance
with the longer term aim of the NTI and can offer all }
people an alternative to involuntary unemployment.

e

(b) we seek to improve the existing structure by

(1) asking the MSC to review training
view to rationalisation.

(ii) considering in the Autumn review o
possibility of lowering further
of the allowance as a contrib
of providing more places, alth
level this year has led to coi

(iii) asking the Secretary of State
to consider, before the ne
ment benefit, the possib.
for those under 18 who ha

DeDal‘tmen
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JEFITS AND ALLOWANCES FOR YOUNG PEOPLE
BENEX

This note sets out existing benefits and allowances for
hha people and the Youth Benefit proposals considered by
0!

nmittee; relates them to the new training initiative; and
H E: out the options for action.
se

EXISTING BENEFITS AND ALLOWANCES

2 16-18 year olds fall into the following four categories:
(a) Education (30% of them).

Assumed to be dependent on their parents, who receive child
benefit (£475)* and, if eligible, a dependency element with
social security benefits such as unemployment or sickness
benefit, or family income supplement (FIS).

(b) Employment (Over 50% of them).
Paid wages ranging from £30 (female) to £32 (male) in the
decile, through the average of &45-548, to £61 and win,
highest decile. - i

(¢) Unemployed:

Eligible for supplementary benefit (SB) in th
£15.25 for 16-17 year olds. Fewer than a qu
total of young claimants become eligible thro
NI contributions for unemployment benefit of

(d) YOP and other trainees:

YOP trainees are paid £23.50 by the

receive a £26 training allowance under
Scheme (a substantial part of the e«
industries covered by the Scheme bein

3 Individuals move rapidly between
and from job to Job.

YOUNG PERsONS BENEFIT (YB)

4 Under thisg
proposal YB would
gegsle aged 16 and 17 and child be
not apontinuing in full time (but
o5 wOSily to unemployed 18 year olds
oo > but living away from hom
natig People who have paid suff
Nal insurance benefits wo

*
Nov2;§ benefits ang allowances
T 1980; earnings fig
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yB would consist of a basic allowance of £4.75 a week

plement of up to £10.50 a week depending on parents'
a Sﬁguld be paid to the parent as long as the young person
yBF; in education, but paid to the young person after he had left
:gat sector

> Plus
means.,

The main aim of YB is to treat equally all those 16 and 17
ear olds who are not in employment. So those in education and
{he unemployed would both be regarded as dependent on their par
though YB would go to the parents of those at school and to the
young people chemselve§ if unemployeq. Few in either group would
ualify for the.full a;lowancg: a minority of the parents of
ghose in education would receive more than the current CB of
gl.75 and the majority of unemployed would get less than the
present SB of £15.25. At the rates proposed it would have a nil
benefit cost at 1980 levels of youth unemployment.

ents,

7 As regards YOP trainees, a possible alternative to the

present arrangements has been suggested. This would replace the
present flat-rate allowance of £23.50 by YB plus a flat-rate

supplement of £8. In effect this would mean a minimum flat-rate ]
allowance of £12.75 (£4.75 plus £8) with a supplement of up to {
£10.50 according to parental means. This would result in a 1
lower average payment, the introduction of means-testing and é
complicated three-part structure paid partly by DHSS

CONSIDERATIONS BEARING ON YB

8 H Committee had before it in its discussi

item 2) a report by officials (H(81)17) on the an
of the introduction of YB. This report identi
relevant factors:

(i) To pay SB to 16 and 17 year olds
in many cases meet a genuine financi

at a whole. YB would mean that the poor
a child staying on in full time edu Le
slightly better off families (thosi
average earnings) whose child did n

(ii) People between 16 and 18 not
freated more equally by the State
Support available to different
Or vocational group would be

(1ii) The financial incen
tull‘time education would d
up Without loss of benefit.
Staying on rates is, how
dramatic effect on numb
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(iv) Most unemployed young people would get up to £10.50
1ess than under present arrangements. The change would
thus be seen as an §ttack on the young unemployed and
parental means testing as a return to the unpopular
household means test. Young people would be treated as
rinancially dependent on their parents, which could be
particularly difficult for those who have had the
independence of a job. Those not living at home would
be eligible for SB, so there would be some incentive

to leave home.

(v) While locally administered means tests for educational
and maintenance allowances could 80, there would be an
additional means test for YB to complicate the national social
security system.

RELEVANCE TO THE NEW TRAINING INITIATIVE (NTT)

The NTI (as set out in E(81)33) aims at improving the
training of young people in employment and at moving to a position
whereby young people under 18 have the opportunity St of y
continuing in full-time education or of entering a period of /
planned work experience combined with work-related training anc
education. &

10 So far as those in employment are concerned, there
direct relationship between Government benefits an

and payments to young trainees and others in employmen
the employer will normally be responsible. (Any f
assistance given by Government would be channelled

(as under UVP) rather than to the individual).
NII objective to secure some reduction of leve
young trainees relative to those of adults. *
approach, however, this has to be done by infli
bargaining, particularly by persuading the uniol
in relative wages would influence employers to
for young people and better training. It
would set a new floor for young people's wa
dscrepancy between SB for 16-17 year ol
lowest earnings levels (£30-32 for the
the former can have little effect on the

1 1¢ 54
pProposed to move over the n
Other NTI op; 01 k
%”%M 16-17 year olds - by dev
o Ways been on work experience
¢ there has been no questio

a stang i
aE:eord‘ard allowance. Means-test:
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a higher cost eg through entirely colle
training centres.

at ge-based courses

and
or 1N
g0 if this aim of the NTI is to be met, it seems necessary
1 ontinue to pay a flat-rate allowance, at a sufficiently high
to'c with none of its elements means tested, to YOP trainees.
rabelével should continue to be fixed in relation to the maximum
It;sthe 5B rate (or YB if that were introduced) on a basis
Ofoviding some modest incentive to take up training and reflecting
iicreased expenses.

other Training Allowances._ There is a case, however,
&yithin the NTI approach for seeking to rationalise the differing
jevels of allgwgmce currently p?.ld by MSC to young people under
different training schemes. This ought to be examined.

14 Developments to improve the preparation young people receive
in school for the transition to working life ?lear'ly support the

NTI, but there 1s no necessary consequence arising from the NTI
for payments to those in education. Nor does the NTI depend
particular levels of, or systems of payments to, the unemploy:
But introduction of YB for the unemployed would need careful
handling so as not to affect attitudes towards the NTI ad:

ELIGIBILITY FOR BENEFIT AND LEVEL OF UNEMPLOYMENT BENEFIT

15 Before considering the options on YB, there are
questions affecting benefit which were raised by E and
The first is the suggestion that an unemployed oung |
refuses a training opportunity should not receiv
suggested in the context of all 16 year olds ha
would leave none involuntarily unemployed. Af
goal is unlikely over the next 2-3 years under
and to apply this rule now to YOP would undermi
character, create difficulties for sponsors i

recruits and affect the number of places o:
Character of YOP has been one of its stre
and voluntary organisations who provide
Disqualification does not seem advisable

LIIOE until there is comprehensive coverage

Pl E also raised the question of .
entilé<l>Ung people. ‘Young workers p:
o ément to various benefits i
ent.gess and unemployment bene:

1tlement to long term benefif

°F young people wer :
on a Straightp e abandone
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qHE OPTIONS

In the light of the above considerations, there seem to be
%’ou!‘ options:

1 No YB - keep the existing structure of allowances.

2 YB for those in education or unemployed and also for
those in training who would otherwise be unemployed.

3 YB for those in education or unemployed.

N YB for those unemployed.

What these options mean for the young people in the different
categories is shown in Annex 2, together with the possible cost
effects.

18 option 1 (current system) is compatible with the NTI. It
runs no risk of jeopardising industrial cooperation both in the YOP
and in the NTI generally. It does not offer the financial savings
of YB, but still offers the possibility of savings from some
further reduction in the real value of the YOP allowanc
happened in 1980. This would pay for more places withou
mining the supply.

19 Option 2 (YB generally) would be a radical new d
would equalise benefits paid to those in education
Under this option it would also apply to YOP and
have the big disadvantage of maximising the loss
industry, which would be particularly acute in 1
schemes on employers' premises. If at the same
for failing to take up a place on schemes was in
voluntary principle would also suffer with a co;
risk to the provision of places. The essential
could be lost - with an adverse effect on DHS!

generally jeopardised. The impact on the
considered under option 3.

£ Option 3 (YB only for those in e"giu’

than option 2, but would ach
unempy Yo bring those in educat
Young oyed. It would, however, mar)
prospe“’t‘eml’lOyed to the advantage o
Youth ¢ts are generally better.
Meang ggs'gli’loyment this tran

Ng are likely to
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places rathe
r than t
ransferred to th
ose in
educati
ion.

training
It could, however, b
, bem
ore readily criti
icsed
as sim
ple co
st

cutting on =
,»  Handling and ti
timi
ony of the three YB fohs, 4
' SpEt itﬁggugovernment i
L feri wishes
desirab e g
lesto g
set out £
the

force in
the NTI consultati ng
gifficulties of s;gsif Bl
ing acceptangz pelliies
of the i ‘
NTI itse X
tself.
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e FOUR OFTIONS
i
STATE TRAINING
EDUCATION  EMPLOYMENT ALLOWANCES UNEMPLOYED
CcB Wai
- ge YOP sB
gption 1:( £4.75 £30-£68 £23.50 £15.25

sgructure of exigting allowanges ::.s retained. Costs will increase as
e unemployment rises, though it will remain possible to seek to offset

?ﬁ?zhin some degree by further depressing the real value of State training ‘
allowances: i
; :(2)(3) YB Wage YB ¥B
option 2 4,75 £30-368 sk .75 4. 75
+MTAP +MTAY +MTAY
£10.50 £10.50 max £10.50
max +£8

This transfers money from the unemployed to those in education.
jevels of unemployment the transfer mvo:_Lves no net cost.
of unemployment there would be a net saving, eg, if the

young people receiving SB were to rise by 50% the cost on
would be about £25 million less than under the existing

Means testing the YOP allowance would, other things
to savings. Thus, a YOP programme at 1979/80 leve.
million cheaper; at 1981/82 levels, nearer £60 mill
than it would otherwise be. If, however, the change
ability of work experience places in industry and f
provide these by other means (normally twice as e:
be offsetting extra costs.

Option 3 YB Wage
+ £4.75 £30-£68
+MTAP
£10.50
max

The effect of this is the same as option
. “mployed to those in education is conec
€vels of unemployment .

Option 4 CB
£4.75

'fgésmt.)pt@on would result - at
1llion by reducing payme

Sl Mpap

& Mray

means tested on P
o8 i

- Means tested on
EiggregceS to the costs
highép)‘ft also to 18 ye



