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Preface 

In setting up the Fowler Reviews , the 
Government was right about one thing. 
There is a very strong case for funda-
mental re-examination of the rationale 
and operation of so much of the social 
security system. However, almost every-
thing else about the Reviews is highly 
questionable. 

Most are chaired by Ministers , which is 
not only virtually unprecedented , but 
strongly militates against independent , 
unprejudiced inquiry. The membership of 
the review committees is in many cases 
restricted to three members only, and 
stacked by being limited to card-carrying 
Tory Party members. When specifically 
asked to produced a more balanced mem-
bership, Mr. Fowler refused . External 
contributors to the Reviews were given 
only two months to make submissions. 
Each Review has been made subject to a 
nil-cost restraint, which means that open-
minded examination of what is required to 
meet identified need is precluded. The 
Reviews, when completed , will not even 
be published. 

Most serious of all, the reviews are built 
on a narrowly partisan ideology of wel-
fare. It is implicitly assumed that public 
expenditure is too high , that taxation 
levels are too high , that the Welfare State 
is oppressively egalitarian and that private 
sector welfare is automatically preferable 
to state welfare. Each one of these deceit-
ful assumptions can be empirically 
challenged. 

Nor do the Reviews address the funda-
mental questions. If poverty is only the 
worst case of a maldistribution of income 
that is endemic in the economic system , 
can it be remedied by ad hoc tinkering 
with social security or does it require more 
basic structural change in the generation 
of incomes in general? Does there not 

need to be reformulation of both the 
practical and philosophical basis for deter-
mining what is appropriate income sup-
port in the 1980s, given the immense social 
and economic changes that have occurred 
since National Assistance, built on 
Seebohm's principles, was established in 
1948? 

The Tories argue that welfare should be 
distributed strictly according to need. But 
since welfare is not simply a facet of public 
welfare systems, how can national 
resources (including tax reliefs , to which 
other poorer persons contribute by having 
to pay more tax to compensate for tax 
foregone) be rationalised according to 
need? 

Perhaps the most serious objection of 
all to the Fowler Reviews is the fragmen-
tation of issues which are all collectively 
part of a single indivisible whole. By the 
very way the Reviews are structured , they 
sidestep basic problems which we should 
not similarly avoid . However , can the in-
terface between social benefits and tax be 
smoothed so that the poverty and un-
employment traps and other disjunctions 
and anomalies are worked out of the 
system? How can benefits be concen-
trated on those in greatest need without 
inefficiency and stigma of means tests? 
How can personal taxation be made fairer , 
more progressive, and much less oppres-
sive on the lowest paid and poor? 

These are the real questions which we 
should now, as a nation , be asking about 
the ramshackle system of income gener-
ation , social security and tax that we have 
inherited . The essays that follow are a 
contribution to the genuine radical re-
thinking that must now begin. 

Michael Meacher MP 



1.1 ntroduction: Challenging 
Government Assumptions 
Brian Abei-Smith and Peter Townsend 

There are two underlying reasons why the Government have decided to 
undertake a review of social security. First, the Government are looking 
for ways to reduce the cost of social security. Secondly, the Government 
are searching for ways to provide a larger role for the private sector in 
this as well as other fields. It is because of this hidden agenda and because 
they are in a hurry that the Government have chosen 'reviews' under 
tight ministerial control rather than the more open procedure of a 
Departmental Committee. Both these reasons for undertaking the review 
are unjustified-a response to the doctrinaire thinking of the most reac-
tionary government Britain has known for half a century. 

There are in fact five separate reviews. 
The first to be announced covered pen-
sions. Later came the announcement of 
the three further reviews covering benefits 
for children and young people, housing 
benefit and supplementary benefit. In the 
case of provision for disablement all that 
has been announced is a survey of handi-
cap and impairment. In this area where it 
is glaringly apparent that more money 
needs to be spent, decisions are being 
delayed while more information is col-
lected . By carving up the field of social 
security into five separate packets the 
Government are failing to examine the 
crucial interrelationships between the dif-
ferent sectors and particularly the total 
impact of means-testing discussed in 
chapter?. 

Is Public Expenditure 
a Problem? 
We will begin by criticising the Govern-
ment's assumptions underlying its present 
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policies. First, it believes that public 
expenditure is too high. The central prop-
ositions of the Government must be chal-
lenged. It is the Government's view, 
according to its recent Green Paper on 
Public Expenditure, that the increases in 
taxation needed to finance rising public 
expenditure have had "a serious impact on 
Britain's economic performance over 
many years" (Cmnd 9189, para 62). 
"Without firm control over public spend-
ing there can be no prospect of bringing 
the burden of tax back to tolerable levels" 
(para 65). The key target is the cost of 
pensions. "The implications of the present 
state pension scheme and related pension 
issues are under study in the Govern-
ment's Inquiry into Provision for Retire-
ment. They remain the major source of 
future pressures on social security ex-
penditure" (para 32). 

The Thatcher Government was pledged 
to reduce public expenditure and taxation. 
It has in fact increased both. Thus if there 
is a problem of the level of public expendi-
ture it is of the Government's own 



making. First, it has increased expendi-
ture on defence by £8.2 billion over the 
last five years-by 23 per cent in real 
terms. Second, it has increased expendi-
ture on the law and order programme by 
33 per cent, with over half of the extra 
expenditure going on the police even 
though the Home Office's own research 
unit has shown that more expenditure on 
police can only have a negligible impact on 
crime. It has increased expenditure on 
prisons even though we already have 
prison sentences longer than comparable 
countries in Europe. Thirdly , by its econ-
omic policies it has savagely increased un-
employment to an extent much greater 
than can possibly be attributed to the 
worldwide recession. Public expenditure 
on the unemployed has grown in real 
terms by £3.7 billion at 1982-3 prices-168 
per cent-between 1978-9 and 1982-3. In 
addition the rise in unemployment has cut 
the yield of taxes and national insurance 
contributions, reduced company profita-
bility and thus the yield of corporation tax, 
and added to or created deficits in key 
nationalised industries . The extra cash 
spent on the unemployed , on defence and 
on law and order by the Government 
could alternatively have been used to in-
crease the levels of social security benefits 
of 1978-9 by over 20 per cent. 

Any rational review of present public 
expenditure would lead to the conclusion 
that Britain is making a wholly dispropor-
tionate contribution to the Western de-
fence effort, is spending far too much 
money on law and order without getting 
anything for it, and that even simply in 
expenditure terms the current level of un-
employment is intolerable. Instead the 
Government, having already cut social 
security by £2 billion, is looking for further 
ways of making the poor and vulnerable 
pay for its misguided policies. Social 
security is being made the scapegoat for 
the Government's ill-chosen priorities and 
disastrous economic management. 

Underlying these priorities is an ar-
rogant view about the condition and 
desirable future of British society. Mrs 
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Thatcher and her closest associates be-
lieve (wrongly) that Britain has become 
more equal in the last 20 years and that the 
"discipline" of lower wages and benefits is 
required to restore both profitability and 
effective social control by ruling elites. 

As mentioned earlier, the key target is 
the cost of pensions and particularly the 
state earnings-related pension scheme 
legislated in 1975 with the backing of what 
was at the time a political consensus. Can 
the growing cost of pensions be met? This 
question was asked and answered by the 
Government's own Social Security 
Advisory Committee in its second Report 
for 1982-3. The Committee concluded 
that the developing c;;ontribution burden 
of providing a decent standard of living for 
pensiOners 
"is not greatly out of line with what is 
being paid already to meet the costs of 
exceptionally high unemployment. 
From 1983, employers and employees 
paying at the standard rate have been 
paying contributions of 17.65 per cent 
to the National Insurance Fund. On the 
most costly of the Actuary's six central 
assumptions about the movement of 
earnings, earning limits and benefits, 
the contribution to the Fund required to 
sustain the pension scheme would be 
16.7 per cent of earnings by 2005-06, 
providing that unemployment averages 
6 per cent for the 20 years from 1985 
onwards... Beyond that the contri-
bution rate does become much higher ... 
But at this distance of time we do not 
think these can be solid grounds for 
altering the scheme now for fear of all 
the worst outcomes occurring steadily 
for 40 years". 

We endorse this conclusion. We also 
agree with the Committee that "there is 
widespread support for the principle of 
providing a pension income for elderly 
people which is not only adequate in itself 
but enables them to share in any improve-
ments in living standards which are gained 
by people at work" . Sadly, the Govern-
ment have already broken the link be-



tween pensions and earnings levels estab-
lished by the Labour Government. Flat 
rate pensions are now increased only in 
line with prices , not with earnings . This 
means that the married couple's flat rate 
pension of £54 .50 would be about £3.90 
higher today if the Labour Government's 
earnings-related formula had been re-
tained . And , on top of this, the Govern-
ment have changed the way in which the 
calculation of the change in prices is made 
so as to make a once and for all cut in the 
real level of pensions. If the Government 
continue on their present path , flat rate 
pensions will fall year by year as a propor-
tion of average earnings. The relative 
poverty of the aged will increase year after 
year. 

Spending on the British Welfare State is 
not excessive by any criteria we care to 
examine. As shown in Table 1 Britain 
spent in 1981 relatively less on social pro-
tection (which includes spending on 
health services) than any other country in 
the European Community except Greece 
(for which figures are not available). 

TABLE1 
Social Protection Expenditure as a per-
centage of Gross Domestic Product-EEC 
1981 
Netherlands 
Belgium 
Denmark 
FRGermany 
France 
Luxembourg 
Italy 
Ireland 
UK 

31.7 
30.2 
29.5 
29.3 
27.2 
27.1 
24.7 
24.6 
23.4 

All the countries which have had a better 
economic performance than us have been 
spending substantially more on social pro-
tection. It is true that these countries are 
now worried about their current level of 
spending. Some of them may have cause, 
but that cause is political rather than econ-
omic. We certainly do not . Various 
studies of spending on welfare by other 
rich countries during the 1970s and early 
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1980s shows that in relation to GNP 
Britain's contribution in several areas has 
been average or below average. (See R. 
Walker , R . Lawson & P. Townsend , 
Responses to Poverty: Lessons from 
Europe , 1984, Chs 2 and 13; J.Vogel et al , 
Level of Living and Inequality in the 
Nordic Countries , 1984). 

A recent report of a review of social 
security in industrialised countries under-
taken by ten experts from ten different 
countries came to the following 
conclusion: 

"The problem of the cost of social 
security is essentially psychological and 
therefore becomes a matter for political 
decision. It is this that limits the level of 
contributions which are accepted, 
rather than any economic consider-
ations. There comes a point at which 
people believe that they are paying too 
much, whether they are paying this in 
the form of taxes or contributions, and 
no matter to whom such taxes are paid 
or by whose authority contributions are 
extracted. People see the benefits that 
social security will provide as remote, 
and tend to underestimate their own 
risks". (ILO, Into the Twenty First 
Century, 1984, para 206). 
By presenting a psychological problem 

as an economic problem, the Government 
are appealing to the short-sightedness of 
the less informed sector of public opinion. 
They are trying to buy short term votes at 
the price of creating more long term 
poverty among the voters . 

Is Taxation Too High? 
Second, the Government believe , corres-
pondingly, that taxation is intolerably 
high. This we do not accept as a general 
proposition. We agree that taxes are too 
high for those with low incomes. We do 
not accept that they are too high for those 
with high incomes. Indeed there is sub-
stantial historical , social and international 
evidence to the contrary. The Govern-
ment 's policies have been deliberately 



aimed at creating greater inequality. The 
number of people in poverty has doubled 
while Mrs Thatcher has been in office 
largely because of the growth of un-
employment but also because of the 
Government's policies to legitimise low 
pay. It has done this in the public sector by 
its pay policies and its special schemes to 
take young people off the unemployment 
register , and in the private sector by poli-
cies to reduce the role of wages councils 
which used to fix at least a minimum , al-
beit very low level , for rates of pay for a 
wide range of occupations. At the same 
time the rates which directors of firms 
choose to pay themselves have been al-
lowed to shoot ahead much faster than 
average earnings. The massive reduction 
of higher rate tax has been the Govern-
ment's own further contribution to the 
massive increase in inequality over the 
past five years. On top of this the Govern-
ment have shifted the burden of taxation 
from income tax which falls dispropor-
tionately on the richer to VAT and rates 
which fall disproportionately on the poor. 
And, for good measure , the Government 
have driven up Council rents and are 
making gas and electricity bills a disguised 
form of taxation-all of which place dis-
proportionate burdens on people with low 
mcomes. 

No less important are the tax allow-
ances for pensions, mortgages and until 
recently for life assurance, which are the 
critical ways in which the better off start 
paying income tax at much higher levels 
than those with low incomes and avoid 
massive amounts of higher rate tax. In so 
far as the current tax and social security 
system creates problems of disincentives 
to work, those disincentives operate on 
the poor through the poverty trap, the 
unemployment trap, and the trap where 
part-time workers, mainly women , start to 
pay social security contributions. They do 
not operate on the rich. 

Most important of all, the central prop-
ositions of the Government must be chal-
lenged. We do not accept that the increase 
in taxation over the past ten or twenty 
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years has had "a serious impact on 
Britain's economic performance" and that 
as a result spending on social security 
should be picked out for review. 

Is Privatisation a Solution? 

The Government 's third belief is that the 
ascendancy of the so-called private sector 
should be re-established. They mean that 
they are not prepared to accept that , in the 
public interest and for reasons of account-
ability as well as efficiency of service and 
administration , there are sector of ac-
tivity which have to be organised and dev-
eloped according to broad principle of 
public management. This represents a de-
parture even from the political principles 
of a long line of Conservative leaders-
including Churchill , Macmillan , Butler, 
Home, Macleod , Boyle , Heath and Pym . 
The private sector of social security 
cannot do the job of guaranteeing security. 
And it is security that people want . This is 
because the private ector cannot give a 
guarantee to keep any benefit it pays in 
line with inflation. Only government can 
do that. The dismal history of the perfor-
mance of private occupational pensions 
demonstrates this failure . Most private 
pension schemes do not promise to in-
crease the level of pension in payment 
when prices go up and very few have suc-
ceeded in maintaining the real value of 
pensions. This is because pension schemes 
depend on the capital growth and income 
·yield of their investments . They are in-
trinsically speculative . The pensions 
which people will have to live on when 
they retire or if they are widowed or be-
come disabled are much too important to 
be left to the luck, or what appears after-
wards to be the skill , of private investors. 
People want a guarantee of what they will 
have to live on , which only government 
can underwrite. 

Secondly , most pensioners are women. 
The private sector cannot provide for the 
needs of women many of whom spend 
many years out of the labour market rear-
ing children. It cannot provide for one-



parent families headed by women or for 
women who become divorced after rear-
ing a family with a record of little or no 
paid work. 

On top of this private pension schemes 
are an inefficient way of providing for old 
age because most people change jobs 
three or more times in the course of their 
working lives. Even if it were possible to 
require private pension schemes to treat 
early leavers on the same basis as the small 
minority who stay with the same firm for 
all their working lives , there would still be 
the costly business of tracing and paying 
out pensions to ex-employees , some of 
whom had only small pensions from short 
periods of service . 

But even more important in the present 
context is the fact that substituting private 
pensions for public pensions does not 
solve the problem of tax resistance. As the 
ILO Report quoted earlier pointed out , 
"they also reduce compulsorily the 
amount that earners have in their pay 
packets or cheques" (para 799). Indeed it 
may make the problem of tax resistance 
worse "in so far as the administrative costs 
and full funding requirements of private 
insurance involve greater costs. If em-
ployers withhold money which might al-
ternatively have been in the pay cheque or 
packet for private social security contri-
butions , this money is not available to pay 
taxes and public social security contri-
butions. People still feel that they are not 
left with as much money as they want for 
their daily expenses" (para 204) . 

Thus the transfer of pension responsi-
bilities from the public sector to the 
private sector will solve nothing. The fact 
will remain that in the next century there is 
likely to be a substantially higher ratio of 
pensioners to workers. Ultimately it is 
these workers who will have to support the 
pensioners whether the title to pensions 
comes from the private sector or the 
public sect-or. The question at issue is 
whether the adequacy of the e pensions is 
underwritten by the Government or left to 
the uncertainties underlying the private 
investment market. 
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Is Britain Too Equal? 

The Government's assumption is that it is 
both necessary and desirable for Britain to 
become more unequal. There are a 
number of beliefs which make up this 
assumption- discussed , for example , in 
publications of the Institute of Economic 
Affairs and in the book on Equality by Sir 
Keith Joseph and Jonathan Sumption 
(1979). Greater discipline is felt to be re-
quired at all levels of society ' in the family ' 
in the schools, in the community and in the 
workplace. The working class have to be 
put in their place. Traditional values of 
obedience and subservience as well as pat-
ronage deserve to be upheld. Greater 
discipline in the work-place can only be 
created , it is further believed , by the more 
immediate threats of redundancy and un-
employment, and a weakening of the 
power of the trade unions. The nature of 
immigration control and some forms of 
racism are themselves expressions in part 
of the attempt to re-establish the as-
cendancy of the ruling elites , including the 
major property holders , of the modern 
state. 

The trends in social structure in recent 
years can be multifariously documented-
and are highly relevant to the assumptions 
on which the Fowler reviews are based. 
Millions more people have been forced 
down to and below the state's minimum 
income-and that standard has been cut. 
Many more people are having to live for 
years , and not just months , on such an 
m come. 

The challenge here to the Govern-
ment's thesis is both that mass poverty has 
been deliberately recreated and that in-
comes are indefensibly low. On official 
figures the number of people in house-
holds dependent on supplementary bene-
fit has increased from just over four 
million in the early 1970s to over seven 
million in 1984. According to calculations 
by the DHSS, the number of people on 
low incomes below the supplementary 
benefits standard was 1,840,000 in 1975, 
2,100,000 in 1979 and 2,810,000 in 1981 



(the last year for which figures have been 
published). There are huge numbers of 
people not receiving benefits to which 
they are entitled, not only because of 
pride and lack of information but also be-
cause of unwillingness to engage with the 
system which, because of cuts in staff, has 
become increasingly abrasive. By a suc-
cession of piecemeal actions more and 
more people, especially among the un-
employed, have been manipulated into a 
situation where they are not entitled to 
benefit. The evidence of fraud has always 
been relatively small in numbers and 
amount and recent attempts to suggest 
that many of those on supplementary 
benefit have "black economy" jobs have 
turned out to be wrong. The latest evi-
dence is that there is far more "moon-
lighting" by those in employment than by 
those out of employment. 

Nearly a quarter of the British people 
have now become an impoverished , de-
pendent category in the population. This 
is not just a creation of recession and 
growing unemployment. It is a structural 
feature of rich, especially capitalist , 
societies but particularly of Britain. Any 
account of this situation has to begin with 
unemployment. Officially the number of 
unemployed is put at over three million , 
and unofficially at four and a half million . 
The number unemployed for one year or 
more is now larger than at any time in the 
1930s and is continuing to rise. There are 
hundreds of thousand of young people 
who have been recruited to temporary 
employment programmes-a kind of 
"twilight dependency"-and are not yet 
counted as "unemployed". Then there are 
hundreds of thousands , perhaps millions 
of people who are prematurely retired , for 
many of whom retirement is as savage as 
unemployment. Many who are still active 
fe'el they are offered nothing constructive 
or meaningful to do and have been rel-
egated without choice to the status of de-
pendence . Much the same is true of many 
people with disabilities , who e poten-
tialitie are often greater than those in 
ecure job are prone to imagine. One of 
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the paradoxes of the present situation is 
that while the Government are wriggling 
out of their responsibilities to place dis-
abled people in employment, voluntary 
organisations are often giving heroic illus-
trations of just what potentialities exist in 
disabled people themselves to take their 
places alongside non-disabled people at 
the work place . 

If we add to these groups the huge num-
ber of women who are denied access to 
paid employment and allowed no rights to 
an income for the domestic and caring 
roles which they practice, these social 
problems of partly unnecessary and cer-
tainly ill-financed dependence can be 
recognised to be very serious. The accom-
modation of the market to new tech-
nologies is following a course which de-
pends on the development of greater in-
equality-greater power and rewards for 
the few, at the expense of a much larger 
dependent class living on incomes as low 
as can be made acceptable to the elec-
torate. Already the number of people in 
Britain who depend upon the state for 
their primary source of income is seven-
teen million. More than twelve million of 
them have been dependent on social 
security benefits for more than a year, 
some for several years. That number is 
larger than the entire membership of the 
British trade unions. 

In every single context the Govern-
ment's claim that they are re-establishing 
conditions in which "the individual can 
stand on his own two feet" can be demon-
strated to be a hollow sham. Institution , 
predominately state institutions, are turn-
ing people out of jobs and providing them 
with incomes too low to afford any real 
opportunities to take occupational initia-
tives. The Government are taking no res-
ponsibility to create large numbers of job 
directly, and enhance the nation's wealth 
as well as its morale by meeting the occu-
pational wishes a well as material needs 
of unemployed, di abled and elderly 
people and women. Mass dependence is 
an unacceptable consequence of the 
pre ent polarisation going on within the 



British nation. 
The problem is not just the numbers 

who are poor but the level of their poverty. 
A person entitled to unemployment bene-
fit gets only £27.05 per week. A married 
couple gets £43.75, with 15p in addition 
for each child. If child benefit of £6.50 per 
child is added, then a married couple with 
two children receives £57.05 in total per 
week, with the possibility of claiming 
housing benefit in addition. The equi-
valent entitlement in most of Europe, in-
cluding some central and Eastern 
European states as well as Scandinavian 
countries, is more than twice this amount, 
sometimes more than four times this 
amount. Allowing for housing costs, the 
figure of £57.05 is less than half the 
average disposable income of those in 
paid employment with families of the 
same size. Unemployment benefit for a 
single person is approximately 17 per cent 
of the disposable income per head of the 
entire population of the United Kingdom. 
This method of identifying and comparing 
the living standards of different groups of 
poor people in Britain could be ustained. 
For example, those who do obtain sup-
plementary benefit, whether to sup-
plement or instead of unemployment 
benefit, get only marginally more if they 
do not have children (it amounts to a few 
pence for single and married claimants-
though they might get additional sums to-
wards their housing costs), and only a few 
pounds more when they do have children. 
Invalidity and retirement pensioners do 
about a third better than those on un-
employment benefit, which at present 
means £6.30 more per week for a single 
person and £11.05 more per week for a 
married couple than the "ordinary" rate. 
But these are not exactly munificent sums 
and the basic retirement pen ion for a 
single person (at £34.05 per week) is still 
as low as a fifth of the average gross wage 
for men-the same fraction as thirty years 
ago. Unemployed people never become 
entitled to a "long-term" rate of sup-
plementary benefit even when they have 
been unemployed for everal year . 
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While recogmsmg that a careful and 
complex review discloses some variation, 
it is apparent that the income levels are 
low. Families cannot meet the claims 
placed upon them in a modern society. A 
child aged under eleven is allowed £9.15 
per week. This is £1.31 per day. Consider 
the problem of feeding, clothing, washing 
for and supporting a child on that amount. 
There is never money left over to pay for 
emergencies. Ther.e is certainly insuf-
ficient money to fulfil the kind of expec-
tations placed upon people in a modern 
society by employers, doctors , school 
teachers and fellow citizens in the 
community. 

The Thatcher Government take a de-
rogatory view of the needs of working 
people and people not in employment. 
They spurn their potentialities for edu-
cation and production , and they under-
estimate the minimum income they re-
quire to participate in a modern society 
and to assume responsibility for their chil-
dren, members of their families and others 
in the community. 

Nowhere do the Fowler investigators 
attempt to consider what standard of in-
come should be regarded as the minimum 
in the modern state. That is a major chal-
lenge which should be put to them. How 
do they defend the present paltry scales of 
benefit? Early in the war , forty-three 
years ago, Lord Beveridge adopted the 
subsistence scale first promulgated in the 
1890s. That scale was built primarily on 
people's "physiological" needs, rather 
than their needs to live and contribute to a 
society of the late twentieth century. The 
Government should be obliged to argue a 
case on the level of benefit. It would have 
to pay attention to some very radical dis-
cussions going on in some other countries 
(especially Australia, Canada and 
Sweden). 

We have argued that the Thatcher Gov-
ernment must be challenged on the extent 
of mas poverty and the level of income 
ju tified for the poor. But we must also 
argue that the problem cannot be dis-
cussed a if it were a question of what 



might be called "soft" poverty rather than 
"hard" poverty. We mean that the di cu -
si on of poverty is often softened, some-
time because of the gentle influence of 
religious and charitable group , from ab-
rasive conflict of intere t to condescend-
ing and compa sionate action on behalf of 
elderly people , prematurely retired 
people in middle age and handicapped 
people. But poverty i al o a phenomenon 
attributable to schism in ociety-raci m, 
sexism and ageism, for example. It was the 
systematic exclu ion from political power 
of Catholics in Northern Ireland which 
bred the large scale deprivation which re-
mains one of the Province' major 
features. And whatever excu e might be 
offered for Government policy toward 
Northern Ireland , direct rule may be aid 
to have institutionali ed poverty and in-
equality in Northern Ireland and to have 
had a destructive effect on the value of 
democracy. 

The Government have al o failed to 
take structural action over raci m and 
near-raci m. Lord Scarman argued that 
"urgent action is needed if it is not to be-
come an endemic, ineradicable di ease 
threatening the very urvival of our 
society." While it was not hi respon i-
bility to pell out a programme in detail he 
argued for action in particular on housing , 
education and employment in inner cities, 
co-ordinated by central government. He 
acknowledged the (relatively mild) efforts 
made by different statutory bodies and 
took the (perhaps over-optimistic) view 
that "institutional racism" did not exist in 
Britain "but racial disadvantage and its 
nasty associate racial discrimination have 
not yet been eliminated. They poison 
minds and attitudes; they are , and so long 
as they remain, will continue to be , a 
potent factor of unrest" (The Scarman 
Report, The Brixton Disorders, Cmnd. 
8427, 1981 , pp.131-136). There is no 
shortage of first hand accounts of the de-
pressed conditions of black minorities , 
and action to improve matters in social 
security is no less important than in em-
ployment, housing and wages policy. The 
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deci ion in 1982 to introduce health er-
vice charge for over ea tudent and 
visitor in Britain for less than one year 
ha prompted black re idents to be treated 
with u picion when they eek NHS treat-
ment. Before that the Social Security Act 
1980 and regulation made under it greatly 
re tricted the rights of immigrant claim-
ant and al o affected black people 
generally. There i evidence that more 
and more black people are being required 
to produce pas port before getting up-
plementary benefit. Under the S code of-
ficial are invited to a k any claimant who 
come from abroad for a pa port and an 
explanation of the basi of entry into the 
country. This doe of course lead to di -
putes between applicant and official , 
delay in getting benefit and even the 
denial of rightful benefit. One tudy of 
ocial ecurity argued that thi change had 

made much wor e the unfavourable or un-
equal treatment of black people by of-
ficial but that the legislation was itself 
"based on a white value system" (V. 
Sharma, Second Class Claimants, 
LeicesterCPAG.1981, p.54). 

The analy is of "hard" poverty ha an-
other , important id e. Too much of the 
political di cu sion in Britain concentrate 
on the victim, or rather, on ways in which 
the victim' circumstance might be mildly 
ameliorated. The legitimacy of the 
po ition of the rich ha to be properly 
que tioned. Tho e who express cla and 
other form of prejudice have to be 
brought to account for them elves. If the 
prices of goods manufactured in Britain 
are uncompetitive , may this not be due to 
unfair hares within the wage structure 
itself rather than poor productivity or un-
ju tifiably "high" wage among labour? 
There may be too many chiefs and too few 
foot oldiers. The chiefs may be feathering 
their own ne ts. The Government are 
wrong because they concentrate attention 
on certain parts of the public ector and on 
the price and the organisation of labour , 
while failing to lay out the facts and discuss 
the questions of ownership and manage-
ment. One important method of exploring 



whether public expenditure is too high is 
to explore private expenditure. And how 
can taxation be said to be too high if the 
incomes and wealth of the rich are not 
discussed? There are two underlying 
structural questions which this Govern-
ment refuse to discuss. On what grounds 
can the initial or original distribution of 
resources among the British population be 
regarded as fair? Is is possible to reach 
judgements about the "fairness" of tax-
ation without demonstrable information 
about the total resources available to the 
rich both after as well as before taxes are 
applied to them? 

This is not the place for a lengthy an-
alysis of the enhancement of power among 
the rich in recent years. That analysis must 
include the diminution in the taxation of 
wealth; tax relief on income to the rich; 
trends in inheritance and augmentation of 
assets, particularly owner occupied 
housing, in the last twenty years; and the 
increasing remuneration in kind for ex-
ecutives and other rich groups. 

What Can We Afford? 

A final assumption made by the Govern-
ment is that better benefits, and even 
adequate benefits, cannot be "afforded". 
In the early days after 1979 Mrs Thatcher's 
Government argued that new benefits-
for example, for disabled people-had to 
be po tponed until the nation's economy 
was put right. That view has now shifted to 
one of exploring how new but cheaper 
forms of benefit can be sub tituted for 
existing forms of benefit. At both stages 
the presumption is made that there are too 
many poor and additional monies cannot 
be found. But it hould be argued that the 
Government are them elve manufac-
turing more poor people. Whether further 
fund can be found through redistribution 
turn on the analy i of the distribution of 
income in combination with the effect of 
taxation and the re ulting distribution of 
dispo able income. Again the Thatcher 
Government mu t be challenged. Pros-
perou group are not merely paying les 

J(J 

tax than they did five years ago. They are 
paying far less tax than even the most 
cursory scrutiny of disposable income 
suggests they might pay, given the need 
for the introduction of a subtle combin-
ation of new wealth and income taxes. 
Table 2 sets out the latest figures pub-
lished by the Central Statistical Office. 
These are not the most informative figures 
that ought to be available to a modern 
government. Corrections would have to 
made to bring in other additional forms of 
income as well as allow for size and type of 
family. But independent re earch suggests 
that differentials would not be very dif-
ferent from those produced on the official 
data available, as shown. These figures 
give the lie to those who argue that the 
country cannot afford to pay better bene-
fits to the poor (even without resort to the 
further evidence from other countries 
which are already paying better levels of 
benefits to their poor). If the most pros-
perous twenty per cent in the country were 
to lose only £1 in £7 or £8 from their in-
comes the incomes of the poorest twenty 
per cent could be doubled. 

This line of arguement must be dev-
eloped in other ways. Can we afford the 
extent of inequality in earnings which the 
Government have created simply in terms 
of the Government's own criterion-the 
level of public expenditure? The more 
families that are struggling to live on low 
earnings , the higher the claim there are 
for Family Income Supplement, free 
school meals, housing benefits etc. For 
example, it may make sense in terms of 
the Government's ideology to force the 
contracting out of services to private 
operators-whether it is cleaning services, 
hospital catering or refuse collection. 
Private contractors may reap their profits 
by paying low wages. The e low wages 
may produce savings in one et of account 
of the public sector but increa e expendi-
tures in other ets of Government ac-
count -in a whole eries of extra or larger 
claims for means-tested benefit . An ef-
fective ystem of minimum wage i the 
right way to save public expenditure on 



means-tested benefits and all the bureau-
cratic costs in delivering them. Above all , 
can we afford the public expenditure cost 
of unemployment? 

2. Pensions 

Cost and Portability 
MikeReddin 

On the available evidence , this Govern-
ment is the mo t wasteful- socially and 
economically- in Britain ' entire history 
ince early industriali ation. 

While the number of people of pension age will change little over the next 
fifteen years there will a major increase over the first three decades of the 
next century. More pensions will have to be paid out and they may well 
have to be paid for longer periods. It is the ability and will to meet these 
future costs which is central to the review of pension policy. But what is 
forgotten is that we already demonstrate an enormous "commitment to 
pensions". For instance, we already contribute more to occupational 
pensions than we do to the state scheme. In total, through current 
contributions and savings, by way of state, occupational and private 
insurance and associated tax reliefs, we devote something like £50 billion 
per annum to "retirement income". Current state retirement pensions 
represent less than 30 per cent of this amount. From such a total we could 
in theory treble existing fiat rate state pensions-and more than meet 
future promises for state earnings-related pensions--of which the rising 
cost is the central reason for establishing the review. Instead of ac-
knowledging and juxtaposing all demands for pension spending (public 
and private) the Government start from the familar premise that the 
state scheme is burdened by the threat of people staying alive. 

Thirty years ago the report of the Phillips 
Committee set up by the second most re-
actionary government since the Second 
World War produced a report loaded with 
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ominous warnings about the growing bur-
den of old age. The majority proposed 
that the pension age for men should be 
ultimately raised to 68 and for women to 



63. The latter has a familar ring in a less 
sexist age. But the then Government 
faced with a forthcoming election ignored 
this recommendation. Since then , the 
growth in the number of pensioners has 
been close to the projection of the Com-
mittee. Not only are we supporting about 
fifty per cent more pensioners but their 
incomes have been raised on average from 
just over 40 per cent of average adult dis-
posable income to an estimated 69 per 
cent this year. It would have come as a 
shock to the Committee to be told that 30 
years hence contributions to pensions 
would be so much higher than pensions 
paid out. Pensioners' share of total dis-
posable income has risen from 7 per cent 
in 1951 to 15 per cent estimated for 1984/5. 
But still Britain has the lowest expendi-
ture on social protection of all countries in 
the EEC (except Greece). 

Now the Government are worrying 
about a further distant transfer of income 
to pensioners of about 2V2 per cent of dis-
posable income (on the basis of price-
related basic pensions which the Govern-
ment have so far been operating) or about 
5 per cent of disposable income (on the 
basis established by the late Labour Gov-
ernment of earnings-related basic pen-
sions) . This modest additional transfer 
would operate over about 40 years com-
pared with the transfer of an extra 8 per 
cent over the past 33 years . The Govern-
ment are worried about the time when the 
generation of the post Second World War 
baby boom, whose contributions have 
done so much to ease the main transition 
to an ageing population which has already 
happened, themselves become pensioners. 
The Government are considering whether 
their long-term claims to pensions should 
be scaled down to justify some paltry 
savings in public expenditure over the 
next few years. 

The above calculations are based on 
Government Actuary's central assump-
tion which includes a drop of unemploy-
ment to 6 per cent of the working pop-
ulation . The extra current provision for 
the unemployed of some £3 billion is not 
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shown in the Government's background 
paper for the inquiry into provision for 
retirement. This is a crucial missing fact. 
The assumed decline in the cost of sup-
porting the unemployed will go a con-
siderable way to support more pensioners 
and support them at a higher level without 
any need to raise taxes or contributions. 
Moreover if a higher proportion of women 
join the paid labour force in the future and 
join it in full-time jobs, paying both 
national insurance and occupational pen-
sion contributions , this will also ease the 
task of paying more to more pensioners. 

The crucial point is that to take drastic 
steps now to prevent the worst possible 
scenario in some forty years time is ab-
surd. And it is particularly absurd in a 
country which by European standards is 
currently under-taxed. The most likely 
prospect is that, given rising standards of 
living, people will save more of it for re-
tirement in the future just as they have in 
the past. To look only at the consumption 
of the retired and ignore the savings 
generated by the prospect of retirement is 
to look at only one side of the balance 
sheet. 

Portable Pensions 

The Secretary of State has decided to 
tackle the issue of "portable pensions" be-
fore all other issues in the current enquiry. 
Those who stand to gain from offering 
individual (private) pensions, transport-
able from one job to another, have ob-
viously impressed themselves upon the 
Secretary of State. As long ago as 1957 the 
Labour Party adopted a policy of full 
transferability of pensions, but the deci-
sion to obtain agreement with the occu-
pational pensions sector and with white 
collar trade unions restricted the scope of 
this proposal when the state earnings-
related pension scheme (SERPS) was en-
acted in 1975. The private "portable pen-
sion" however , has many characteristics 
which appeal to the current Conservative 
ethic, providing yet another opportunity 
to translate public into private costs. 



The advocates have several lines of 
argument. First, they promise a private, 
individual solution to what has previoulsy 
been seen as a public problem. They 
suggest that individuals could and indeed 
should set aside resources for their old 
age. It is an appealing concept which, if it 
worked, would not only meet the ideals of 
self-sufficiency but could correspondingly 
diminish demands on the public purse. 
But "self-sufficiency" is hard to come by. 
To afford to contribute you must have sur-
plus income before retirement; you must 
accurately anticipate your own life ex-
pectancy (and how much you will need to 
live on), and estimate correctly the future 
level of inflation and interest rates. In this 
process you are still relying on the willing-
ness of future producers to let you have a 
share of the cake and not frustrate your 
efforts by generating unanticipated in-
flation after you have retired. 

Secondly, the personal pension offers 
the allure of personal savings decisions 
and personal investment management. In-
dividuals are expected to make day-to-day 
decisions about the investment and man-
agement of their pension funds. This is 
seen as "good" for the souls and the bank 
accounts of "thinking investors" and con-
sequently for a revitalised British industry, 
thriving on "thoughtful" investment 
practice. 

Thirdly, portability with its individual 
rights offers a solution to the "importa-
bility" of existing occupational pensions. 
The majority of employees who have 
changed their jobs have lost out badly, 
since their benefits have generally re-
mained with their former pension scheme 
when they changed their jobs. (See Carl 
James, Occupational Pensions: the Failure 
of Private Welfare, Fabian Tract no. 497 , 
1984) The review enquiry suggests that 
this has inhibited labour mobility (although 
there is little evidence of this). If benefit 
portability really were the key issue , then 
this could and should have been resolved 
long ago within the existing occupational 
scheme structure. It would have been very 
'simple to legislate for portability of future 
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pension rights either by way of full trans-
fer rights, a fully-dynamised system of 
preservation or a central "holding bank" 
for all "dispossessed" occupational 
pensiOns. 

However, the real significance of porta-
bility is concealed. Portability, while 
deserved by scheme members, does not 
operate to the advantage of the solvency 
of the schemes themselves. In brief, most 
funded occupational pension schemes 
have made their generous promises by 
virtue of the fact that they have not had to 
pay benefits to the majority of their mem-
bers. Many were members but few were 
chosen-actually to get the promised pen-
sions. Those who left lost all or part of 
their pension rights: their "contributory 
bequests" helped to pay for the benefits of 
survivors. Fully portable occupational 
schemes would have to face up to the real 
costs of pension provision. The immobile 
stayer could no longer live off the bequest 
of the mobile. Full portability would 
dramatically increase the cost of occu-
pational pension schemes. 

Of course , the state has been providing 
portable pensions since 1908. A wider and 
larger state scheme is the obvious answer 
to the problem of portability, as pointed 
out in a Fabian publication nearly 30 years 
ago (B. Abel-Smith & P. Townsend, New 
Pensions for the Old , Fabian Research 
Series No . 171, 1955). Pension rights can 
be linked to citizenship, years of residence , 
or years spent in the labour market , rather 
than particular jobs. In a world of pre-
carious employment, tying benefits to par-
ticular jobs is plain daft. 

Contributions and 
Contributors 
There is a fundamental misunderstanding 
(running through state and occupational 
schemes) that employers make a peculiarly 
independent contribution. This is a com-
plete fallacy. If employers "contribute" to 
pension schemes they do so out of re-
sources which could have gone elsewhere 



-not least to employees in their wage 
packets. At best the employer acts as an 
intermediary paying contributions "on be-
half of' an individual contributor. The 
"employer's contribution" is a myth. 

Even more important , however , and 
the theme runs throughout the submis-
sions to this enquiry, is the assumption 
that the number of future contributors will 
be a key constraint on future (state) pen-
sion developments . The prospect of an 
estimated roughly static workforce 
(though if more women earn , it is likely to 
grow) is seen as undermining our capacity 
to finance the future. This is another non-
sense. Our capacity to pay for pensions 
depends on the resources we can generate 
not the numbers who will generate them: 
the number of workers is not the sole 
determinant of a nation's wealth. Not 
least , we do not need to finance pensions 
wholly from individual contributions. 

Pensions for Women 
Sue Ward 

Taxes can be used to fill any gaps caused 
by a fall in the number of contributors. 

The crucial error in the Government's 
thinking is to concentrate on public expen-
diture and ignore overall costs. We should 
be expanding the state scheme, and paying 
for it by reducing tax concessions to occu-
pational and private alternatives. Private 
pension arrangements cannot guarantee 
security in old age. Let us recognise how 
much is currently spent on private pension 
arrangements and how little most people 
will ever see in returns from them. They 
are a shoddy alternative to a good state 
scheme. The resources which are now 
frittered away on insufficient private solu-
tions could give us pensions-today and 
tomorrow-sufficient for a secure retire-
ment. The state earnings-related pension 
entitlement should in time be expanded-
not abolished. 

Of all retired people 65°/o are women; this proportion is expected to stay 
roughly the same for the next forty years. Three-quarters of the pen-
sioners in real poverty are women. This is because the system has been 
primarily designed to serve the interests of men. Women are invisible in 
the average employer's booklet about "your pension scheme" except 
when they appear as ''your wife" or "your dependant". The state too has 
created a system which suits women even less than men. 

The several tiers of pension in the UK 
have different implications for women. To 
acquire the basic pension at the full rate 
you have to be in paid employment for 
nine-tenths of your "working life". Under 
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the Barbara Castle scheme there are 
"home responsibility credits" for people 
at home with children. These credits, 
however, did not start until 1978 and are 
given only for complete years out of paid 



employment. Anyone unwise enough to 
start a job in February or March loses 
entitlement to the credit, and does not 
gain any pension. A person who earns less 
than the lower earnings limit by working 
part-time-and the bulk of part-timers are 
women-is a "non-person" as far as social 
security is concerned. Many existing and 
future pensioners are still penalised by 
having paid at the reduced NI rate for 
married women, but in a few years the 
majority of new women pensioners will 
have benefits in their own right. 

The state earnings-related pension 
scheme (SERPS) started in 1978, and 
gives a pension of 1f4 of your earnings be-
tween specified limits, after 20 years in the 
scheme. It is therefore considerably better 
for women than most private schemes, but 
it still has the deficiency common to all 
earnings-related schemes, that the lowest 
paid also receive the lowest pension. The 
problem this creates for women is exacer-
bated by the fact that they also live longer, 
and so may have to last twenty-five or 
thirty years on an inadequate income. 

The third tier is "occupational" pension 
schemes, which do not in fact relate to 
your occupation, but to your employer. 
These discriminate both directly and in-
directly against women. The Equal Pay 
and Sex Discrimination Acts do not apply, 
and the Social Security Pensions Act in-
sists only on equal access to pension 
schemes, not equal benefits. The design of 
occupational schemes means that the 
highest benefits go to those who spend a 
forty-year working life with one company, 
and receive their highest real earnings 
shortly before retirement. Women tend to 
have breaks in paid work to bring up chil-
dren. Their restricted employment oppor-
tunities mean that women are generally on 
a flat career-pattern, reaching the top of 
an incremental scale well before retire-
ment. Thus women generally end up with 
low occupational pensions. 

Widows' benefits however are wide-
spread, and this is often assumed to re-
press the balance, since ~idowers' bene-
fits are much rarer. The basis on which 
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widows' benefits are provided is historical 
rather than logical, and is somewhat de-
meaning, in that a woman is assumed 
automatically to be her husband's depen-
dant, without any sort of test of this, finan-
cial or otherwise, being applied. If we 
were starting afresh, we might well want 
to alter this, but as it is, the pressure for 
equalisation here is through the provision 
of widowers' benefits (which are much less 
costly than widows' benefits, because men 
on average do not live as long as women). 

The Government have considered 
raising women's retirement age to 63 and 
lowering that of men to the same age. 
They have not taken this further, pre-
sumably because they realise it would be 
extremely unpopular. Polls have shown 
very heavy support for reducing the male 
retirement age; in practice, a large num-
ber of men have been retired, more or less 
voluntarily, over the last few years as a 
way of reducing the workforce. Only 
59.6% of men aged between 60 and 64 
were economically active in 1983. Often 
earlier retirement is at the employee's 
cost, because the pension is lower than it 
would otherwise be, and must keep the 
pensioner for longer. A well thought-out 
phased reduction in male retirement age 
would have considerable advantages. 

Those in the pensions field who dislike 
the SERPS argue that men "subsidise 
women", through the home responsi-
bilities credit and the rule that allows the 
survivor to inherit the deceased spouse's 
benefit, after retirement age. Although 
this is open to both sexes, again men's 
shorter life span means that the majority 
of those benefitting from this are women. 
Married women for these reasons receive 
a higher return on their contributions than 
men. This should be accepted as a justi-
fiable redistribution, taking account of the 
fact that it is only because women take on 
the tasks of child care and providing 
household services that men can work 
long hours and earn higher wages. 

Any changes should follow these 
guidelines: 
8 all pensioners should be treated as in-



dividuals , not couples. Disaggregation is 
as important for the old as for the young. 
However , too many people have expec-
tations of widow's benefits for these to be 
swept aside ; a long-term phased change 
over to giving dependants ' benefits to true 
dependants only, of either sex , should be 

3. Disability 
Lynda Bransbury 

carefully researched and introduced; 
e discrimination in occupational pension 
schemes must be outlawed; 
e the floor of minimum pensions must be 
set higher , so that those whose earnings 
have been low are not penalised through-
out retirement. 

The new survey of handicap and impairment is welcome news. Accurate 
information on the extent and nature of functional impairment in the 
population is long overdue. However, given the overwhelming evidence 
of the additional financial costs of disability and the high incidence of 
poverty in households with a disabled member, there are many improve-
ments in the benefit system which should not be delayed until the results 
of the survey are available-perhaps a delay of four or more years. 

Clearly the current lack of knowledge 
about disabled people and their circum-
stances inhibits the provision of benefits 
which can adequately reflect or meet the 
needs of these people and their carers. But 
the record of governments in implement-
ing a coherent system of benefits for dis-
abled people in the fifteen years since the 
first survey of functional impairment pro-
vides a history of prevarication and pro-
crastination . That survey showed there 
were far more people than had been sup-
posed whose disability seriously limited 
their daily life and caused considerable 
financial costs (A. Harris et. al. Handi-
capped and Impaired in Great Britain 
OPCS, 1981) . Subsequent research and 
statistics suggest that even so the first 
survey seriously underestimated the num-
bers of people with appreciable handi-
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caps. Governments have therefore con-
stantly had to balance the need to provide 
adequate benefits to meet the costs of dis-
ability against the huge financial impli-
cations of such provision. 

This dilemma has led successive govern-
ments to make commitments in principle 
to the creation of an adequate and com-
prehensive system of benefits, while in 
practice dragging their heels or im-
plementing a series of piecemeal benefits 
with increasingly complex and arbitrary 
conditions of entitlement. The impetus 
has been to restrict the number of claim-
ants rather than to create benefits which 
cater for the needs of disabled people and 
their carers. Mobility allowance provid~s 
a good example. The allowance was 
phased in, being gradually extended to 
different age groups. However, for some 



years now, there has been no commitment 
to allow people who develop serious walk-
ing difficulties over the age of 65 to claim 
benefit. Phasing in can often provide a 
reasonable political solution to the prob-
lem of cost but with mobility allowance it 
is precisely the age group which is most 
likely to experience walking difficulties 
which has been specifically and unfairly 
excluded. 

The range of benefits available to dis-
abled people lacks any coherence, logic or 
equity. All governments have resisted the 
creation of a comprehensive disability in-
come, primarily on the grounds of cost-
latest estimates suggest this would amount 
to about £3bn. Instead, they have from 
time to time responded to strong pressure 
from particular interest groups. Minor 
changes and piecemeal provision have 
each introduced further anomalies and 
created arbitrary, and therefore, in-
equitable, conditions for claiming dif-
ferent benefits. 

Disabled Women 

Nowhere has this process been more ap-
parent than in the history of married and 
cohabiting women's eligibility for a non-
contributory benefit when they are unable 
to work. These women were originally ex-
cluded from non-contributory invalidity 
pension (NCIP) when it was introduced in 
1975. It was argued that the benefit was 
intended to replace earnings and these 
women would not normally be in employ-
ment, but in the home and financially 
dependent on their husbands. The Gov-
ernment finally conceded in the face of 
concerted oppostion to allow married 
women of working age to claim benefit 
when they were both incapable of paid 
work and incapable of their "normal" oc-
cupation-housework. So, the humili-
ating and unfair household duties test was 
created to allow these women to claim 
non-contributory invalidity pension 
known as HNCIP. 

Changing attitudes to the role of women 
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in the home and statistics on married 
women's economic activity have success-
fully challenged the assumptions behind 
the houshold duties test. Politicians of all 
parties have been committed to its abol-
ition. It has endured for so long because of 
the vital function it plays in limiting the 
number of claimants. In 1974 it had been 
estimated that there were 40,000 women 
"of working age, incapable of doing 
housework and without basic benefit 
cover" (Social Security Provision for 
Chronically Sick & Disabled People, 
HC270, 1974). The stringency of the 
household duties test was precisely to pre-
vent more women from claiming. The 
numbers have, in fact, gradually increased 
over the years, so that by February 1984 
there were 50,000 women receiving 
HNCIP. But as long ago as 1979 
Townsend had estimated that there were 
95,000 women under 60 who were ap-
preciably handicapped (Peter Townsend, 
Poverty in the UK, 1979). More recently, 
the Government have admitted that 
240,000 women would qualify if they were 
allowed to claim NCIP on the grounds of 
incapacity for work alone. 

The campaign to abolish the "house-
hold duties test" has gained momentum 
over the .past three years. This is in part 
because of the effect of the EEC Directive 
on equal treatment between men and 
women in social security which will come 
into force in December 1984. The Gov-
ernment have now found a way of abolish-
ing the test without in practice significantly 
increasing the number of women who can 
claim benefit. They have introduced a new 
clause into the Health and Social Security 
Act, 1984 which means the abolition of 
non-contributory invalidity pension-
NCIP and HNCIP-in November. They 
will both be replaced by a new benefit-
severe disablement allowance. The clear 
sex discrimination of the household duties 
test, by which married women have .to 
pass two tests to claim HNCIP, incapacity 
for paid work and incapacity for house-
work, will end. Instead all claimants who 
become incapable of work after the age of 



twenty will now have to pass two tests-
incapacity for work and 80% loss of 
faculty-to qualify for the new benefit. 
Those under 20 will get severe disable-
ment allowance on grounds of incapacity 
alone. 

In practice, the faculty test will be ap-
plied primarily to married and cohabiting 
women, because few men and single 
women will claim severe disablement al-
lowance after the age of 20. It will also 
function in the same way as the household 
duties test in that the vast majority of 
these women will not be able to pass it. 
The Government's most optimistic esti-
mate is that a maximum of 20,000 out of 
240,000 women currently unable to pass 
the household duties test-all of whom 
are incapable of work-will qualify for the 
new benefit. 16,000 women who have 
qualified under the previous rule would 
not meet the new test; those already re-
ceiving a pension will transfer to the new 
benefit, but those in similar circumstances 
in future will fail to qualify. 

So the new benefit, far from producing a 
more equitable and acceptable system, 
will introduce further complexities and 
anomalies into the benefit system. The 
overt discrimination of HNCIP is being 
abolished and replaced by implicit dis-
crimination in the new two tier system. 
One form of discrimination is being re-
placed with others more subtle and less 
easy to monitor. For example, the dif-
ferent conditions imposed on claimants 
above and below the age of 20; the exemp-
tion of mobility allowance recipients from 
the 80% test. Also, NCIP and invalidity 
benefit were both the same sort of benefit 
even if they were paid at different rates: 
they were intended to replace income lost 
from earnings due to disability or ill 
health. Severe disablement allowance can 
be seen as a different tier of benefit which 
will confuse the need for income replace-
ment with an additional component re-
lated to degree of compensation for 
disability. 

The Government have replaced one un-
satisfactory benefit with another because 
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they say they cannot afford to pay benefit 
to everyone prevented from working by ill 
health and disability-an estimated in-
creased net cost of £250m. Married and 
cohabiting women have been singled out 
as the group to be excluded. This is be-
cause there is still a lingering belief that 
they are in the home anyway and not in 
need of a basic income. 

As a result of a particular group of dis-
abled people being prevented from claim-
ing benefits in their own right-in this 
case, married and cohabiting women-
they also become largely "invisible" in 
statistical terms. Since 1970 most of the 
information about disabled people has 
depended on analysis of benefit claims and 
registrations for employmee_t and social 
service provision. We are left with very 
little idea of the number of women af-
fected or of their household circumstances 
and needs. 

Women Carers 

Nowhere is this lack of information and 
financial provision more evident than in 
the position of women carers. Informal 
carers are the "Welfare State's Forgotten 
Army." Even before the heightened 
political emphasis on the desirability of 
community care, much social care for 
frail, elderly and disabled people had been 
undertaken informally without recom-
pense by family and friends. (See The 
Welfare State's Forgotten Army, Family 
Policy Studies Centre, 1984, and C. 
Rossiter & M. Wicks, Crisis or Challenge: 
Family Care, Elderly People & Social 
Policy, 1982). Voluntary organisations, 
friends and neighbours can play an impor-
tant part, but community care is in most 
instances family care, and within the 
family it is women who bear the main 
brunt of caring. In a study conducted for 
the Equal Opportunities Commission 
(Caring for the Elderly and Handicapped: 
Community Care Policies in Women's 
Lives, EOC, 1982), three out of four of 
those caring for others were women, the 



majority being daughters or wives of the 
dependent person. This in fact goes some 
way to explaining why the contribution of 
these informal carers is o undervalued. 
Women are expected to cope. Trained or 
not, fit or unwell themselves , whether in 
paid employment or at home , they are 
expected to be able to provide sensitive 
care and to do so without reward. 

The recent emphasis on cost effective-
ness in social welfare provision has en-
sured that community care policies have 
come to the centre of the political stage. 
The rhetoric of community care is com-
pelling- it is seen as providing more ac-
ceptable and sympathetic care for the 
individual at lower public cost . But a 
growing body of evidence shows that if 
community care policies are cheap in 
direct public expenditure teirns , they 
often entail substantial costs for those who 
do the caring and their families. It is clear 
that the significance of this contribution is 
not ignored, but it is not priced. Thus the 
1981 DHSS study on the cost effectiveness 
of community care shows that "the cost 
effectiveness of these packages (of caring 
services) often depends on not putting a 
financial value on the contribution of in-
formal carers , who may in fact shoulder a 
considerable financial , social and 
emotional burden" (DHSS, Study of 
Community Care, 1981). 

It is in this context that the Govern-
ment's attitude to benefits for these 
women must be viewed. There are direct 
parallels between the treatment of women 
prevented from working by their own dis-
ability and that of women prevented be-
cause they are caring for a disabled or 
elderly person. Married and cohabiting 
women are specifically excluded from 
claiming invalid care allowance which is 
paid to people who are not working be-
cause they care for an attendance allow-
ance recipient. Despite strenuous cam-
paigns and support across all political 
parties these women will continue to be 
excluded from entitlement to invalid care 
allowance when the EEC Directive comes 
into force in December 1984. When 
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HNCIP is abolished later this year it will 
mean that invalid care allowance will be 
the only benefit in Britain (and indeed 
Europe) which directly discriminates 
against women on the grounds of their 
marital status . There is no political dis-
agreement on the principle of extending 
this benefit to these women. But in prac-
tice the Government have argued that in 
the face of competing priorities , the cost 
of this measure could be better spent else-
where. In reality , even using the Govern-
ment's own estimate the costs of extend-
ing invalid care allowance to these women 
would be less than £60 million , taking into 
account savings on means tested and other 
benefits. These costs can hardly be des-
cribed as prohibitive in the context of an 
overall social security budget of £37,000 
million p.a. 

The Government are able to resist 
pressure to extend invalid care allowance 
because there is still an underlying as-
sumption that these women would be "in 
the home in any event". Even where there 
has been a loss of paid work , it is seen as 
supplemental to the main family income 
and there is no real belief that these house-
holds experience financial hardship. The 
Government have repeatedly stated that if 
£60 million were to be spent on com-
munity care , they would rather improve 
the services available to these women than 
pay them a benefit which would not signifi-
cantly increase many households' income. 
These assumptions about the role of 
women also generate the fear that extend-
ing the allowance would simply involve-
in the words of a senior DHSS official-
"dead weight costs .... in the sense that you 
would be paying extra expenditure to 
people who are already doing this without 
any allowances" . 

The Need for Action 

The failure to collect adequate infor-
mation and the manipulation of con-
ditions of entitlement to benefits imposed 
on both these groups of women exempli-



fies the posttlon of the disabled com-
munity as a whole. We need the survey on 
disability because different sources of 
statistical information give different esti-
mates of the extent of disability and handi-
cap in the population as a whole. The 
debate on the "needs" of disabled people 
is hampered by lack of reliable and up-to-
date statistics. This bedevils planning and 
in a general climate of financial stringency 
and "competing priorities" disabled 
people do not have a large enough 
political voice to get their needs priori-
tised. At the moment there is no objective 
base from which to challenge the official 
costings which argue that the Government 
cannot "afford" to implement adequate 
and equitable financial provision. 

But this survey is simply being used to 
delay decisions and defer criticism. The 
debate on issues of importance to disabled 
people's standard of living will be stifled 
while we await the results of the survey. 
Many of the current anomalies and in-
equities could be immediately eradicated 
by: 
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e extending invalid care allowance to 
married and cohabiting women 

e extending invalid care allowance to any-
one prevented from working because 
they are caring for a disabled or elderly 
person 

e providing benefits to everyone who is 
unable to work because of disability or 
ill health purely on the grounds of 
incapacity 

e paying non-contributory benefits at the 
same level as their contributory 
equivalents. 

e creating more flexible social security 
and income taxation so that disabled 
people and carers who are able to do 
part time or intermittent paid work are 
not financially penalised by doing so 

In the longer term, disabled people have a 
right to a comprehensive disability income 
which treats similarly people with similar 
disabilities and handicaps together with 
realistic cost allowances. The current esti-
mates for the costs of such a scheme is £3 
billion. This cost is not prohibitive. 



4. Benefits for Children 
and Young People 

Child Benefit 

Jonathan Bradshaw 

Child benefits will cost £4,300 million in 1984/85-13 per cent of the total 
social security budget. The review of benefits for children and young 
people covers the whole range of benefits for children including one-
parent benefit and family income supplement. The purpose of the review 
is ''to see if better use can be made of resources and staff within the 
present overall level of social security expenditure". A good deal of 
attention is being focused on provision for 1&-20 years olds. But also 
some fundamental questions are being asked about ''the present range 
and structure of benefits", ''the amount of redistribution to families with 
children", ''the balance between one and two parent families", the 
relationship between in work and out of work benefits and the basis of 
entitlement-whether it should be conferred through contributions, 
parental income or in other ways. 

Compared with previous governments-
both Labour and Conservative-the 
Thatcher Government have at least up-
rated child benefit in most years. The level 
of benefit was higher in real terms in 
November 1983 than it had been since the 
start of child benefit in 1977, and higher 
than the combined value of family allow-
ances and child tax allowances in the years 
since 1963. As a proportion of average 

- earnings it now matches the level achieved 
by the Labour Government in its last up-
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rating in 1979. Since 1980 the benefit has 
been increased each year. All this has 
been achieved partly due to a major 
annual campaign mounted in Parliament 
and elsewhere and supported by, among 
others, many Conservative backbenchers, 
the Conservative Women's Federation 
and the churches. The Labour Party's 
belief that a unified provision for children 
instead of the divisive provision of child 
tax allowances and family allowance 
would gain middle class support for reg-



ular uprating has been borne out in 
practice. 

However, the Government still favour 
cuts in taxation as against improvements 
in child benefits. The Chief Secretary to 
the Treasury justified increasing personal 
tax allowance by 7 per cent above the rate 
of inflation in the last budget while only 
maintaining the value of child benefit on 
the mistaken grounds that it was a better 
way of dealing with the poverty trap. 
Quite a lot of people, including Mrs 
Fowler and Mrs Lawson, do not need the 
child benefits they receive. Increasing 
child benefit is very expensive-it costs 
£5.5 million to increase child benefit by 
1p. Is there a case for reducing the level of 
benefits or redirecting them in some way? 
What arguments can be used in favour of 
maintaining child benefit? 

1 Despite the Government's increases, 
the level of child benefit for most families 
is still lower in real terms than the value 
of family allowances and child tax allow-
ances were for standard rate taxpayers 
throughout the 1940s and 1950s. 
2 Child benefit is integral to the tax 
threshold. Now that child tax allowances 
no longer exist, child benefit is the only 
means of maintaining equity in the tax 
burden-for seeing that the tax a family 
pays is related to that family's needs. 
3 Already there has been a steady 
erosion of the position of families with 
children relative to single people and 
childless couples. 
4 Any reduction in child benefit will 
narrow the differentials between income 
in work and income in unemployment 
and thus exacerbate the unemployment 
trap. 

5 Compared with other cou.ntries in 
Europe, Britain does not have a partic-
ularly high level of child support. In 1982 
child benefit for a two child family in the 
UK represented 9. 7 per cent of average 
disposable income compared with 21.2 
per cent in France, 17.3 per cent m 
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Belgium, 10.7 per cent in Netherlands 
and 7. 9 per cent in Germany. 

6 Child benefit plays a vital part in main-
taining the income of many families. The 
1981 analysis of the Family Expenditure 
Survey revealed that 3. 7 million children 
were living in families at or below the 
poverty line (up to 140 per cent of sup-
plementary benefit (SB) income). That is 
1 in 4 children. Child benefit represented 
22 per cent of the net income of families 
in the lowest quintile of equivalent in-
come in 1982. 

There is a case, therefore, for increasing 
rather than reducing the overall resources 
being paid in child benefit. Should they 
however be targetted differently? There 
are a number of ways in which existing (or 
increased) expenditure on child benefits 
could be varied. This could be done either 
by type of child or parent, or by income. 

Age Relation 

Older children cost more. However 
families with younger children are less 
likely to have two breadwinners and 
therefore more likely to be living in 
poverty. To pay higher benefits to older 
children would improve the income of the 
bettter off at the expense of the poorer. 
There may be a stronger case for paying a 
higher child benefit as a form of home 
responsibility payment to the parent of a 
child under five. Such a reform was pro-
posed by a number of bodies in the context 
of the Green Paper on the Taxation of 
Husband and Wife. However, there 
would be administrative complications in-
volved in this reform and, in addition, the 
Government would probably balk at in-
troducing a benefit which was withdrawn 
when the child reached five because of its 
implications that now the mother should 
work and add to the army of the un-
employed. But as a measure of compen-
sating for the suspension of earned em-
ployment on the part of the mother and 



helping the young family this is an impor-
tant long-term means of bringing about a 
more equitable income structure. 

Family Size 

There are no very good reasons for vary-
ing the level of benefit with the number of 
children in the family. Although larger 
families are more likely to be in poverty, 
most poor families are small families and 
research by Piachaud has shown that there 
is little to be gained in the relief of poverty 
by complicating the scheme in this way 
(David Piac:haud, The Distribution and 
Re-distribution of incomes , 1982). 

Single Parents 

There has been a steady increase in the 
take-up of one parent benefit but at its 
present level it is really little more than a 
gesture towards the kind of one-parent 
benefit that exists in many other countries. 
About half of single parents are depen-
dent on supplementary benefit and there-
fore would not gain from an increase in 
OPB. The poorest single parents in work 
already benefit from special arrangements 
in Family Income Supplement. The vast 
majority of poor families in work are two 
parent families. For all these reasons, 
there really is no case for increasing one 
parent benefit as an alternative to child 
benefit. 

There are broadly two ways in which 
child benefit might be varied with income: 

1 Making the benefit taxable. It would be 
possible to tax child benefit in order to 
concentrate help on poorer families. But 
this would be to ignore the function of 
child benefit in relation to personal tax 
allowances. In combination, child bene-
fit and personal tax allowances define the 
tax threshold. If tax thresholds of per-
sonal tax allowances remained at their 
present levels and child benefit were 
taxed, the vast majority of recipients, 
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including many poor families , would pay 
tax. This might not matter so much to 
them if the benefit were grossed up to 
compensate for the tax paid. But hus-
bands would also be paying tax on their 
wives' child benefit and the taxing of 
child benefit would lead to pressure for 
the reintroduction of child tax allow-
ances. A system of individual taxation 
would be required . One way of target-
ting the taxation of child benefit would 
be to tax it only on the income of two-
earner families . 
2 Means-tested child benefit. In the 
Family Income Supplement we already 
have a means tested child benefit. There 
are a number of ways in which child 
benefit could be entirely income related. 
However , there are number of diffi-
culties with such a reform. It would be 
resisted by many people including 
Conservative voters and MPs. Child 
benefits are not as unpopular as many 
politicians suppose. In the MORI poll 
for Breadline Britain only 23 per cent of 
Conservative voters thought that child 
benefits were too high. Many families if 
not poor are hard-pressed and would 
resist the withdrawing of their benefit. If 
to meet the resistance the benefit con-
tinued to be paid up to quite high in-
comes then very large numbers of 
families would be involved in means-
testing. This might be feasible if income 
tax returns were capable of providing a 
flexible and automatic basis for allo-
cating child benefit but it is not certain , 
that even after the computerisation of 
PAYE, this would be possible. There are 
problems, for example, in relating the 
separate earnings in many households of 
husband and wife. A separate means-test 
that focussed the benefit on low income 
families would face the same problems of 
take up which are found with FIS. 
Furthermore any income-related child 
benefit would exacerbate the poverty 
trap which would be against the Govern-
ment's commitment to increase incen-
tives to work. But perhaps above all the 



main objection is that it would be a 
breach of the universal principle that the 
cost of child rearing is something that the 
whole community should contribute to 
regardless of need. It represents a com-
mitment by society to the next generation 
-one aspect of solidarity. It is a collec-
tive task with collective benefits-no dif-
ferent from defence, except that it is 
altogether more valuable. 

In the light of their commitment to family 

The 16-18AgeGroup 
Howard Glennerster 

One real and pressing problem the en-
quiry should address is the mess into 
which financial assistance for this age 
group has fallen. Once more the form of 
the enquiry is not matched to the nature of 
the problem. At issue are not merely 
DHSS benefits but payments by the 
Manpower Services Commission to those 
on youth training schemes and main-
tenance allowances given by local edu-
cation authorities. The chaos produces 
effects that are economically perverse. 
The financial incentives to young people 
are perverse because: 
e It appears financially advantageous for 

a young person to leave school. If they 
stay on into the sixth form their 
families qualify for the meanest of 
benefits over and above child benefit 
only if they are very poor and the 
young person gets nothing. If they 
leave school with no job they can re-
ceive direct support from the DHSS or 
theM.S.C. 
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stability, the Government would find it 
extremely difficult to justify reducing sup-
port to families with children while the 
single and childless continue to benefit dis-
proportionately from tax cuts. Further-
more, the Social Services Secretary stated 
in the House [27.6.83], "I give the Hon. 
Gentlemen a categorical guarantee about 
child benefit. We do not intend and never 
intended to change the basis of that 
benefit". 

e If a young person who has left school 
takes a full time course in further edu-
cation he or she will lose supplemen-
tary benefit. The twenty-one hour rule 
limits the amount of study they can un-
dertake and has even called in question 
the hours spent on homework. 

e Employers are paid if they take on 
young people under the very rudimen-
tary Youth "Training" Scheme but not 
if they train apprentices. 

The present system is also unfair. Parents 
with children at university or doing de-
grees elsewhere get relatively generous 
support. Parents who are expected to sus-
tain unemployed youngsters or those on 
poorly paid apprenticeships or training 
schemes are themselves particularly likely 
to be on low incomes if not actually un-
employed. Any new system of finance 
must be based on the principles of finan-
cial equality which would encourage 
young people to enter training and en-



courage employers to provide training. 
This would involve: 

e A comprehensive scheme which 
covered all 16-18 year olds following 
an approved full-time course of train-
ing or education either in college or at 
school or in employment. 

e An allowance would be paid for those 
in schools, colleges and employment 
equivalent to slightly more than the 
non-householder supplementary bene-
fit rate-say, £20 a week. It would be 
passed on to the young person on con-
dition of satisfactory attendance as 
student grants now are. 

e Approved courses would include A 
levels , other approved academic 
courses, and apprenticeships in ad-
dition to an improved two year youth 
training scheme. The approval could 
be the responsibility of the Manpower 
Services Commission who would also 
pay the allowances. Schools and 
further education colleges would act as 
agents having the responsibility of put-
ting together a coherent package of 
education and training as would 
employers. 

e Existing sources of funding would be 
phased out--education maintenance 
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allowances, supplementary benefit ex-
cept in exceptional circumstances, 
child benefit, the youth training 
scheme and the young workers 
scheme. These payments would all be 
replaced by the new youth training 
allowance. Those who choose not to be 
employed or trained would receive 
nothing. 

e A scheme of this kind might cost 
£1000m. a year now (net) though this 
would fall as the age group declines in 
the next decade. The effects would be 
to subsidise youth training and employ-
ment, remove perverse financial in-
itiatives and introduce equity between 
young people following different 
routes through education and training. 
Separate systems of training and 
student support for over 18 year olds 
are probably inevitable but would be 
built on a more coherent foundation 
under this scheme. 

What has to be opposed is the possibility 
that the Government might simply with-
draw entitlement of 16-18 year old people 
to supplementary benefit. This would im-
poverish as well as prematurely break up 
many families . 



5. Housing Benefit 
Michael Hill 

The case for the integration of the housing support provided through 
subsidies to local authority tenants with that given to owner occupiers in 
the form of tax relief has been debated since the mid 1960s (D.A. Nevitt, 
Housing Taxation & Subsidies, 1966). The development of the subsidis-
ation of housing through rent and rate rebates and rent allowances, 
reaching its most comprehensive form after the 1972 Housing Finance 
Act, added another dimension to this issue. An important facet of the 
latter was the relationship between this form of rent and rate support and 
the method by which housing costs are taken into account in supplemen-
tary benefit (SB) calculations. 

The review of housing finance initiated by 
the 1974 Labour Government examined 
these issues and came to the conclusion 
that it was too difficult to develop a single 
integrated form of housing subsidy 
(Housing Policy , Cmnd.685 , 1977). It 
ducked the difficult political issue to be 
tackled if the mortgage interest subsidy to 
owner occupiers were to be reformed. 
However , the experience of operating the 
1972 Housing Finance Act during the 
1970s indicated that the relationship be-
tween rent support through 'rebates' 
(used here as a generic term to embrace 
rent allowances) and through the SB 
scheme was far from satisfactory. 

Official concern thus shifted from the 
examination of the case for a more equit-
able housing subsidy system to recog-
nition of the anomalies arising from the 
coexistence of two means tested rent sup-
port systems. After an initial battle be-
tween central government and the local 
authorities about where the cost of rent 
support should fall , the post 1972 system 
began to manifest as its principal anomaly 
what became known as the 'better off 
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problem': some recipients of rent support 
through the SB system would have been 
better off on rebates, and vice versa. 

The review of the SB scheme carried 
out in the late 1970s recognised the case 
for the development of a unified housing 
benefit to contribute to the simplification 
of the system and solve the 'better off 
problem (Social Assistance, DHSS, 1978, 
paras 7.1-7.7). But the review team's re-
quirement to keep the cost of changes low 
and avoid creating a large category of 
losers inhibited proposals for reforms. 
The new Thatcher Government was less 
inclined to worry about the latter con-
straint , and saw the introduction of 
housing benefit as a way to contribute to 
its commitment to reducing the number of 
civil servants. 

Hence, under the provisions of the 
Social Security and Housing Benefits Act 
1982, most of the housing support respon-
sibilities contained in the SB scheme were 
transferred to local authorities, in a way 
which partially integrated these with rent 
rebates , rent allowances and rate rebates. 
People qualifying for SB were to qualify 



for support from local authorities , to the 
extent of their full 'eligible' rent and rates , 
minus any non-dependent contributions . 
The existing 'rebate' schemes were to 
operate for others , including those who 
lost SB as a result of the changeover be-
cause they had been getting that benefit at 
levels below the amount of their housing 
costs. To prevent some in this group 
getting less benefit than before, because of 
the way the 'needs allowance' and 'taper' 
system works in the rebates schemes , a 
new benefit , housing benefit supplement, 
was devised. The whole change was ren-
dered 'nil cost' in benefit terms by the 
increase in the taper rate above the needs 
allowance, hence most existing rebate 
claimants got less benefit. Subsequently , 
during 1984, the Government has in-
creased the taper again , in two stages , in 
order to further reduce the cost of the 
scheme to the exchequer. 

A recent report by SHAC rightly points 
out that "Housing benefit represents a 
unification of the administration, but not 
of the structure, of the dual system of 
means-tested housing assistance as it 
existed before April 1983. As a result , 
most of the problems of the previous 
system remain while new difficulties have 
been created by the reform" (Housing 
Benefit: the Way Forward, SHAC, 1984). 
But even that criticism is perhaps too kind 
to the scheme. Administration is not uni-
fied inasmuch as people entitled to SB 
have to apply to two agencies , DHSS and 
the local authorities , for help. Moreover 
the procedure for assessing housing bene-
fit supplement, which entails comparing 
SB and HB assessments , involves both 
organisations in a three part interaction of 
a particularly ponderous kind. It is the 
administrative problems of the new 
scheme, involving serious delays in benefit 
payments and substantial incidence of 
both over and under payment of benefit , 
which have attracted attention since its 
introduction. There are good reasons to 
suggest these are more than 'teething 
troubles'. (See M.J. Hill, Housing Benefit 
Implementation , School for Advanced 
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Urban Studies , Bristol , 1983) . 
No significant research has yet been 

done on the impact of housing benefit on 
claimants (but see NACAB , Housing 
Benefit: no cost to the claimant, 1984) . 
Discussions with local authority staff ad-
ministering the scheme, however, suggest 
a variety of problems about it. The pro-
cesses of movement of claimants on and 
off SB and therefore on and off 'certifi-
cated benefit' (that is HB paid on receipt 
of a document from DHSS certifying re-
ceipt of SB) cause substantial problems of 
administration. Certificated housing 
allowances are particularly difficult to 
operate as in these cases local authorities 
need information about private sector 
rents and rates , and have to make cash 
payments to claimants. Rebates are less 
problematical since local authorities 
generally already posssess the relevant in-
formation and merely have to cease to 
collect the money. However , even with 
rebates , rules about 'non-dependent' con-
tributions towards rent and rates , cause 
problems. Finally, in this list of major 
problems about the scheme, the rules 
relating to the administration of housing 
benefit supplement (HBS) are difficult to 
operate , and the 'better off problem' re-
mains because HB recipients and local 
authority staff find it difficult to identify 
HBS. 

The best case that can be made for the 
new scheme is that it does begin a process 
of cutting down the varied , and sometimes 
conflicting, forms of rent support avail-
able . It needs to be seen in the context of 
the Government's shift away from general 
subsidies for local authority housing. 
Britain is rapidly moving towards a situ-
ation in which the only general subsidy for 
council tenants is provided by the rebate 
scheme. The logical way to continue this 
process would be similarly to develop a 
rebate system to subsidise low income 
mortgage payers and end SB assistance 
with this kind of housing cost. Such a dev-
elopment might accompany the with-
drawal of the present indiscriminate 
subsidy of mortgage interest payments. 



However, if that is the way forward, 
steps need to be taken to simplify the 
housing benefit scheme. Such simplifi-
cation as has already occurred has been 
achieved at the expense of low income 
households. The review of the scheme 
being carried out for the Government may 
merely continue the process of 'rough 
justice' simplification. Any other ap-
proach must be costly. Alternative pro-
posals for reform need to take that into 
account. The most radical of those alter-
natives involves reviving the idea of a 
general housing allowance provjded for all 
families out of general taxation to replace 
both housing benefit and mortgage in-
terest relief. While further exploration of 
that approach is appropriate in the long 
run, there are more modest alternatives 
which involve equitable ways of im-
proving the housing benefit scheme. 

What makes housing benefit so compli-
cated is the lack of equivalence between 
the SB requirement rules and the HB 
needs and taper rules. These need to be 
made more compatible so that any house-
holder with an income (whether earned or 
unearned) at SB level is entitled to full HB 
support. The tapering off of HB should 
then only operate above that level. Both 
housing benefit supplement and, prob-
ably, the ponderous certification pro-
cedure could then be eliminated. 

That alternative to the present scheme 
is easy to state in this bald way. In prac-
tice, it is more complicated, and of course 
more costly. Let me deal with the com-
plexities first. One of these is that SB has 
both a long term and a short term rate , and 
SB requirements may include additional 
items. Whilst one might cope with the 
former by making some differentiation 
within HB , that would be complicated for 
non-pen ioners. The best way forward 
here involves the abolition of the hart-
term rate. Additions to SB allowance 
raise further difficulties. The HB need 
allowance might be set a little above the 
SB level to meet the e but an element of 
'rough ju tice' might remain. Another dif-
ficulty is that SB uses 'net income' in it 
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calculations whilst HB uses gross. In fact, 
if HB calculations were to shift to net thi 
would reduce complications, and some-
times injustices, for low earners , and 
would reduce the extent of the 'poverty 
trap' problems with which the operation 
of the tapers is associated. The present 
treatment of water rates also needs atten-
tion. They are additional requirements for 
SB that are ignored for HB calculations 
purposes. There are complicated special 
arrangements at present to deal with certi-
ficated HB recipients who pay inclusive 
water rates; these are themselves in need 
of reform. The appropriate way forward is 
to allow, as is already the case in Northern 
Ireland, water rates to be taken into ac-
count in all HB assessments. Finally, the 
special HB scales for the disabled might 
cause problems. In general the overall up-
ward shifts in the scheme would reduce 
the most obviously disadvantageous ef-
fects of their elimination. They are in-
evitably crudely administered at pre ent, 
and do not provide a particularly satis-
factory or equitable means of channelling 
help to the disabled. 

A few more minor issues also need at-
tention. At the moment, the rules about 
non-dependent deduction are compli-
cated, have been manipulated by the 
Government to reduce the cost of the 
scheme, and cause widespread dissatis-
faction. Whilst it seems wrong to uggest 
that in no circumstances should adult 
members of claimant ' households make 
contributions towards rent , the pre ent 
cheme could be made much more simple 

and fair if such elements were not required 
of 'children' under 21 or of any per on 
not in full time work and were otherwise 
operated at a ingle rate. 

Another area in which problems are 
developing concerns the rule available to 
enable authorities to refuse to meet high 
rents in full. Whilst it is right that there 
should be uch rule to prevent abu e of 
the cheme, the absence of effective rent 
regulation in the private sector, and par-
ticularly the growth of ' licence ' as 
oppo ed to 'tenancies ', mean that rent 



restriction can cause hardship for tenant . 
Effective reform here requires a review of 
landlord-tenant law. 

Finally , it is clear that the HB scheme 
operates particularly badly when house-
hold circumstance change frequently. 
There is a need to develop for HB some 
rules , not unlike the rules relating to 
Family Income Supplement , which could 
enable payments to remain at the same 
level for a period de pite income fluctu-
ations. Such rules would mo t appro-

priately operate to prevent reduction but 
not enhancement of benefit. 

It is essential that the housing benefit 
review should secure and publish cost esti-
mates of the various options for reform of 
the scheme. A significant source of further 
resources for the scheme could be pro-
vided through the pha ing out of mortgage 
interest as i tance , replacing it , as 
suggested above, by a mortgage rebate 
scheme within housing benefit. 

6. Supplementary Benefit 
Richard Silburn 

The Supplementary Benefit Scheme (SB) is a continuing and constant 
source of confusion and difficulty for claimants and DHSS staff alike. 
Some of the root causes for this lie outside SB itself and are to be found in 
shortcomings elsewhere within the system of social security which then 
impact, disastrously, upon SB. In particular the contributory National 
Insurance scheme fails to provide an adequate range of benefits, at 
adequate levels of payment, for adequate periods of time. The con-
sequence is that ever increasing numbers of people are driven to claim 
means tested benefit, sometimes to supplement their National Insurance 
benefits, sometimes to replace them once entitlement is exhausted, and 
sometimes because their needs are not covered by National Insurance at 
all. 

Thus for many years SB has been called 
upon to meet needs of a variety and of a 
scale for which it was neither designed nor 
intended. The criticisms directed against 
the National Assistance Board, the Sup-
plementary Benefits Commission , and 
now most recently the DHSS have in-
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creased steadily as the numbers wholly or 
partly dependent on SB have increased. A 
service that at its inception was intended 
to deal with small numbers of people in 
unusual or unpredictable circumstances 
(and hence was endowed with con-
siderable flexibility and discretion as to 



how its powers should be exercised) has 
been expected to cope with ever growing 
numbers of people in circumstances of 
real hardship , but in many cases hardship 
of an entirely predictable , and to that ex-
tent preventable , kind. 

One persistent response to these critic-
isms has been to seek to simplify the 
scheme. One of the reasons for client dis-
satisfaction , it is alleged , is because of the 
complexity ofthe system, with its different 
rates of benefit for different groups of 
claimants , and the number of payments 
that might be made over and above the 
basic scale rate entitlements. Simplifi-
cation will lead to a smoother, more 
streamlined administration, more readily 
understood by both staff and claimant. 
One driving force behind the discussions 
that led in 1978 to the DHSS review, 
Social Assistance, and later to the 1980 
reforms , was a belief that simplification 
would lead to an improvement in the 
standard of service delivery as the ad-
ministrative task was made easier. These 
hope~ have not been fulfilled. The reliance 
upon legal regulation (in place of officer 
discretion) has created a jungle of regu-
lations that are not perceived by claimants 
and their advisers as either simpler or 
fairer. Moreover , any administrative re-
lief has been grossly undermined by the 
substantial increase in the number of 
claimants since 1980 imposing extra bur-
dens on an already stretched staff. The 
result is quite unacceptable delays in 
meeting needs , even of an urgent nature , 
while claimant resentment and frustration 
is compounded by the legalistic jargon in 
which what still appears to be arbitrary 
decision-making is justified. 

Simplification of administrative pro-
cedures can normally only be achieved at 
the price of 'rough justice', because ad-
ministrative simplification implie cruder 
categorisation of need , and restrictions 
and limitations on the investigations that 
are undertaken with the attendant danger 
that important areas of need (particularly 
needs of a less commonly encountered 
kind) will go unnoticed and unmet. For 
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example , the number of age-related ad-
ditions for dependent children was re-
duced in 1980 from four to two. This will 
have made the calculation of a family 's 
entitlement somewhat easier , and will re-
duce the occasions for periodic upratings , 
but the two rates that now apply do not 
accurately or adequately reflect the very 
different patterns of expenditure that chil-
dren at different ages impose upon a 
family budget. Again, great anxiety was 
expressed in the late 1970s about the so-
called 'frontier problems' between dif-
ferent agencies each of which had the 
power to make payments in respect of 
specific needs , leading to overlapping 
authority. This has been partly dealt with 
in one regulation which excludes from 
consideration for payment by means of an 
SB single payment any item which might 
be supplied by another agency. This has 
certainly simplified the administration of 
SB and clarified one area of possible con-
fusion , but it had also meant in practice 
that many claimants must now do without 
items which they badly need. Further 
exercises in simplification of this kind may 
help to ease some of the problems ex-
perienced by the office , but will do little to 
help the claimants. Increasing reliance 
upon computer technology may well 
create as many fresh difficulties as it re-
solves old ones , but it will certainly inter-
pose a further unwelcome level of mystifi-
cation and spurious authority between the 
claimant and the administration. Simplifi-
cations and technological improvements 
of this kind may well have something of 
value to contribute , but they are usually of 
limited value, and always are considerably 
less useful than the exaggerated claims 
made by those who advocate them. In no 
case can they substitute for substantive 
social policy . 

Many of the difficulties will remain 
acute as long as the needs of millions of 
claimants and their dependants continue 
to be met by a means-tested system of 
social assistance where the investigation 
of individual circumstances remains at the 
heart of the test of entitlement . The first 



aim of the SB review should be to find 
ways of greatly reducing the numbers of 
claimants driven to apply for means-tested 
benefit at all, and to enable SB to fulfill its 
original purpose of dealing (on an in-
dividual basis) with residual pockets of 
need. The first priority must be to create a 
social security system where the means 
test is the last, not the first , resort. 

By far the greatest increment to social 
secupty would follow from economic re-
covery. No other social or economic 
change could effect the same transfor-
mation in material or moral circum-
stances; economic recovery would give 
work, increase employment oppor-
tunities , and hence financial indepen-
dence to many currently relying on the 
dole , and it would indirectly benefit many 
more people , as economic growth gen-
erated resources , widened and 
strengthened the tax base, and made poli-
cies of income redistribution both more 
feasible and more politically acceptable. 
Economic recovery could transform many 
of today's claimants from net receivers of 
resources to net contributors. A soundly 
based and steady economic recovery is a 
prerequisite of a positive view of social 
security, and to urge such a recovery is 
neither Utopian nor fanciful. The present 
very high levels of unemployment cannot 
be accepted either as permanent or 
necessary. 

Are there any particular groups of 
people who could be taken outside the 
scope of means-tested benefit altogether? 
The answer must be an emphatic yes , al-
though to do so will require important 
changes ·elsewhere in the social security 
system, and will certainly cost significant 
sums of money. But the benefits that 
would accrue would be considerable both 
for those taken off SB and for those who 
remain behind. 

Historically, National Assistance has 
been mainly concerned with the needs of 
the elderly; the majority of claimants were 
pensioners until as recently as 1981. In fact 
the gross number of supplementary pen-
sioners has remained very steady through-
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out the past 20 years at about 1.8 million. 
SB is a service which has dealt with the 
needs of the elderly for many years , and 
the detail of the regulations reflects this 
experience. Moreover , the circumstances 
of retirement pensioners are liable to 
change less frequently and less dramatically 
than those of people of working age. Cer-
tainly , improvements in occupational and 
state pension provision may reduce the 
number of pensioners who require sup-
plementary help , but the likelihood is that 
a substantial number , particularly of the 
elderly , will continue to need additional 
cash resources for the foreseeable future , 
and some system of social assistance will 
be needed to provide these resources . The 
principal alternatives would be some pro-
posal to 'blanket in ' very elderly pen-
sioners to the state earnings-related pen-
sion scheme, or to extend to pensions an 
additional right to an allowance graduated 
according to the severity of disablement. 

The unemployed , however , might not 
need to remain dependent on SB. Here 
three things are at once apparent. First , 
more than any other group of claimants, 
the numbers of unemployed claiming 
benefits of any kind will be reduced most 
substantially through an expansion of job 
opportunities . Secondly, in the present 
situation of long-term unemployment for 
a growing proportion of the unemployed , 
the limitations of contribution based and 
short term unemployment benefit are ap-
parent. The most recent social security 
statistics for example (for 1982/83) show 
that in November 1982 there were 678 ,000 
men receiving unemployment benefit , just 
over one third of whom were receiving 
means tested supplementary allowance 
(normally because of their family respon-
sibilities). In the same month SB was sup-
porting 1,722,000 unemployed claimants 
of whom 1,437,000 were receiving no con-
tributory benefit at all. Frequently this 
was because the claimant had exhausted 
his entitlement to 312 days of unemploy-
ment benefit. If the close linkage between 
National Insurance contributions and 
short term benefits were to be broken , and 



unemployment benefit were to be paid at 
the same rate as pensions and for as long 
as the period of unemployment lasted , 
then dependence upon means-tested sup-
plements would be reduced , at least for 
those without dependants . A major justi-
fication of this whole scheme would be the 
abolition of the short term rate of sup-
plementary benefit. 

Thirdly there is a major group of un-
employed claimants in their teens and 
twenties who are wholly dependent upon 
SB because they have never obtained em-
ployment for long enough to satisfy the 
contribution requirements for National 
Insurance benefits . This group of claim-
ants, many of whom have been on benefit 
since leaving school , include many who 
are now of an age to contemplate 
marriage , but have never had the oppor-
tunity to earn and to save , and who have 
no capital resources of their own ; they are 
a most underprivileged and demoralised 
group. Their experience of SB in recent 
years has been dismaying. Official am-
bivalence as to how this group's needs 
should be met is revealed by the con-
troversies about (for example) their rights 
when seeking part-time education , the 
meeting of their housing requirement or 
their requests for help with purchase of 
furniture and household effects. This is a 
large and growing group of claimants for 
whom some more appropriate income 
maintenance measures separate from the 
means-tested SB are badly needed . 

Another group of claimants whose 
needs should be met by measures other 
than SB as proposed above are single 
parent families. Important changes in 
social attitudes and customs have 
weakened the bonds of marriage , and sub-
stantial numbers of people , usually 
women , and often without independently 
acquired entitlements to contributory 
benefits , cope with the responsibilities of 
raising families alone, and are dependent 
upon SB . Although this group is not re-
quired to regi ter for work, and so will in 
due cour e be paid the long term rate of 
benefit , and although the regulation con-
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cerning part-time earning disregards are 
somewhat more generous for single 
parents than for other claimants , it re-
mains the case that many of these families 
experience very real hardship. It is of con-
siderable importance that they should be 
better provided for. This is so above all for 
the sake of the children ; in too many cases 
the loss of a normal family life is ac-
companied by a host of further linked 
deprivations , hardship and foregone op-
portunities. The children's need for pro-
tection and the recognition of the social 
importance of their mother's continuing 
care must be acknowledged. It is now 10 
years since the Finer Committee 
presented detailed arguments in favour of 
a guaranteed maintenance allowance sep-
arate from SB, and it may be that this 
proposal , or better a non means-tested 
version of it , should once again be given 
serious consideration. 

If the numbers claiming SB could be 
substantially reduced by the development 
of more appropriate parallel systems of 
social security then the standard of service 
to the residual groups could be greatly 
improved. Implied in everything that has 
been said , however , is the notion that the 
level of benefit should be adequate to en-
able claimants to live normal lives. where 
the scale rates are too low to allow this, 
then improvements in the bureaucracy or 
the methods by which the crucial decisions 
are taken and explained, however useful 
in themselves , will not provide claimants 
with the social security they need , and a 
civilised society should provide. 

The critical strategy· therefore is to in-
crease and extend benefits as a right in-
cluding comprehensive benefits for the 
disabled by much more than increases in 
supplementary benefit. In the past poli-
ticians have hesitated to go in this direc-
tion because of the criticism that those 
who are regarded as the poore t (then on 
SB) should have as large an increa e as 
those who are not. What this argument 
ignores is two crucial facts. First the sub-
stantial number who have rights to claim 
SB but do not exercise them. These are 



the poorest of all. Second, the stigmatising 
experience of being on SB at all. The only 
real answer to the formidable problem of 
the administration of SB is to reduce its 

scope so that the existing complement of 
staff can be given the time and the training 
to give an efficient and humane service to 
those who will still need to claim. 

7. Low Pay and Means· Tested 
Benefits 
David Donnison 

On the overlapping frontiers of government programmes for social 
security, taxation, employment services and housing subsidies there lie a 
cluster of particularly difficult problems of policy and of administration. 
Expressed in terms of the institutions involved, they are the interrelation-
ships with earnings of housing benefit, free school meals and other local 
authority means-tested benefits, family income supplement, social 
security rules about income disregards, payments for people in training. 
and so on. The services providing these benefits include most of the 
disaster areas of domestic policy: costly administration, poor take-up of 
benefits, complex and incomprehensible rules, anomalies, fraud and ill-
temper-all these are common features of the programmes concerned. 
Expressed in the language of the broader debate about policy, these are 
the problems of work incentives, income replacement ratios, benefits 
withdrawal rates, marginal tax rates, take-up and the "poverty trap": a 
language which grows increasingly technical, and increasingly in-
comprehensible to the ordinary citizen. These problems all affect the 
poor: unemployed people living on social security payments, and 
workers in the bottom third (roughly) of the wage system-particularly 
those of them who have dependent children. 

The analysis of this tangle has been 
divided up between different experts-
civil servants , pressure group staff, aca-
demics and a handful of specialist corres-
pondents at the "heavy" end of the media 
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-who discuss separate bits of the tangle in 
language largely inaccessible to ordinary 
voters and their M.P.s who engage in dif-
ferent and cruder debates about 
"scroungers", "fiddlers" and so on. In 
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each of these debates the fundamental 
issue is the same, and very simple. 

Building on a long tradition , which 
began with Charles Booth's and Seebohm 
Rowntree 's first studies of poverty and the 
early years of the Labour movement , the 

. nation has established through Parliament 
everyone's entitlement to an assured mini-
mum standard of living- an entitlement 
which is expressed in legislation about 
social security benefits , housing subsidies, 
free school meals , a free health service 
and so on . For people with no other means 
of support this minimum standard is pretty 
bleak , but not too difficult to administer to 
those who apply through supplementary 
benefits , housing benefit , free school 
meals , free N.H.S. prescriptions , and 
other programmes. They offer a guaran-
teed minimum to those who take up the 
benefits , for which the money figures in-
volved depend largely on the number of 
dependants a household has to support 
and the rent they have to pay. 

The really difficult problems begin as 
soon as someone in the household starts to 
earn money , because the minimum wages 
earned by low-paid workers , part-time 
workers , and trainees fall well below the 
minimum guaranteed by Parliament for a 
household with dependent children. The 
state has responded in three partly over-
lapping ways: (1) by continuing social 
benefits and disregarding part of the earn-
ings of some low-paid workers in the 
households concerned ; (2) by giving 
means:-tested benefits to low-paid workers 
and gradually tapering them off if earnings 
increase; and (3) by gradually tapering in 
obligations to pay income tax and in-
surance contributions . 

For a household of given size paying a 
given rent , the income they could get can 
in principle be represented in a diagram 
which greatly simplifies reality (figure 1.) 
While wholly dependent on the state their 
income is shown by line A B. If they have 
children to support and the chief econ-
omic supporter of the household starts to 
earn money , their income would drop to 
B 1 and then , if his or her earnings increase , 
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rise through the average wage to E tracing 
the line AB B1 DE. (For the single and 
childless , minimum wages will nearly 
always be well above the social security 
level.) Because the drop in income ex-
perienced at the point when the house-
hold 's chief supporter enters work is not 
tolerable , we have added means-tested 
benefits for low-paid workers which 
gradually taper off as their earnings in-
crease . Taking these into account , the 
household's income follows, notionally , 
the line AB B2 DE. But these and other 
public services are paid for partly by 
income-related taxes which taper in from 
a low level of incomes. Thus the house-
hold 's post-benefit , post-tax income 
notionally follows the line AB B2 C D J E J. 

All of this is of course exceedingly 
"notional". In practice the means-tested 
benefits do not taper off smoothly but are 
suddenly withdrawn or reduced in steps, 
producing sharply jagged changes of 
direction in these lines , and they are part 
of a much larger system of benefits which , 
far from tapering out altogether, gives 
proportionately more to the rich than to 
the poor. Meanwhile at least half of the 
people entitled to means-tested benefits 
like family income supplement fail al-
together to get them. 

However the diagram , precisely be-
cause it is presented in this idealised form , 
shows there are bound to be problems 
about public concern over work incen-
tives , about temptations to fraud , and 
about a poverty trarr-a belt of incomes 
(B2 C D J in this diagram) over which little 
real progress in living standards can be 
made- in any system of this kind , no 
matter how well designed and well ad-
ministered it may be. 

The only, but obvious , solution to these 
problems- a solution from which we tend 
to be distracted by all the experts ' talk 
about replacement ratios and the like-is 
to modify the steep gradient of incomes . 
By tilting this line somewhat , without 
coming anywhere near the horizontal of 
complete equality- that is to say by pay-
ing the low-paid rather more and the 



highly paid rather less-we could reduce 
the role of family income supplement and 
other unpopular and ineffectual means-
tested benefits , and greatly simplify and 
reduce the remaining ones such as housing 
benefit . A notional representation of 
household incomes might then look more 
like figure 2. The post-benefit , post-tax 
trajectory of income would pass through 
the points of A B B2 D E 1

• The triangle 
representing means-tested benefits would 
be smaller and cheaper. The gradient of 
income would be similar throughout the 
range , once people started to earn. And 
the peculiarly difficult belt of income 
arising from the simultaneous tapering in 
of tax and tapering out of means-tested 
benefits could be greatly reduced or even 
(as in this notional figure) abolished. 

To achieve this will call for a reappraisal 
of deeply rooted traditions about differen-
tials and the taboos which inhibit public 
discussion of incomes . But that discussion 
cannot even begin until we recognise that 
many of our public services , providing 
subsidised housing and housing benefits , 
free education and free school meals , free 
health services and the like have grown up 
as politi~ally acceptable ways of bringing 
about what we want but are reluctant to 
tackle head-on: a redistribution of in-
comes which enables people with depen-
dent children and low earning capacity to 
attain the minimum standards of living 
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which we regard as tolerable. 
What needs to be stressed is that the 

problem of the poverty trap arises 
crucially in families with children , where 
earnings plus child benefit are insufficient 
to provide the bare and bleak minimum 
laid down for those on supplementary 
benefit. This minimum is widely recog-
nised to be insufficient because the allow-
ances for children are inadequate. Thus 
the problem cannot be solved by reducing 
supplementary benefit-rates. Any increase 
in child benefit rates will ease the problem 
but a total solution by this means would be 
prohibitively expensive. Nor is it a solu-
tion to tax child benefit in view of current 
low tax thresholds. Thus the key lies in 
raising minimum e-arnings. And this in 
turn does not make sense unless paid for 
by lower maximum earnings. By pressing 
only for higher benefits, the left colludes 
with the right by not facing up to this 
central issue. 

The objection to maximum pay levels is 
that this will lead to the emigration of able 
managers to countries which do not im-
pose such restrictions . Hence this is an 
issue which must be faced by the 
European Community as a whole as part 
of its battle against poverty. The problem 
of poverty can only be solved by reducing 
top earnings. This is the reality which has 
to be recognised. 



Conclusion 
Peter Townsend, Brian Abei-Smith & Hilary Land 

As pointed out at the start of this pamphlet, we challenge both the social 
and the economic assumptions of the Thatcher Government in its 
approach to social security policy. We refuse to accept the constraints in 
the terms of reference of the Fowler enquiries and protest at the hurried 
manner in which they are being conducted. The time scale is too short 
and the reviews are far from being as independent as Ministers would 
have us believe. But it is not enough to expose the Government's 
stultifying approach. There is an ambitious, socially responsible but at 
the same time practical and realistic alternative. 

What does this alternative comprise? We 
have demonstrated above that money can 
be found to pay all existing commitments 
to pensioners. Portable pensions provide 
no answer to the problem of security in old 
age. Security can only be provided by a 
state scheme. Existing occupational pen-
sions discriminate not just against early 
leavers but also against women. So in 
some ways does the existing state scheme. 
Discrimination against women is, how-
ever, a much more formidable charac-
teristic of current inadequate provisions 
for the disabled and a comprehensive re-
form is required. We pointed out that 
there is no tolerable way in which child 
benefit can be made selective and re-
minded the Government that it was com-
mitted not to do so: the rate can be in-
creased and supported by other measures. 
The only solution we could see to the 
tangled problems of supplementary bene-
fit was to reduce substantially its scope by 
improvements and extensions of benefits 
as of right particularly for the disabled, 
one-parent families, children and young 
people and the unemployed. We 
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suggested a number of ways in which the 
housing benefit scheme could be simpli-
fied and improved. Finally, we pointed 
out that the ways to reduce the poverty 
trap and the associated social and adminis-
trative problems was to get rid of low pay 
and this involved the introduction not just 
of minimum rates of pay but of maximum 
rates as well. 

As we have argued, at the heart of the 
Tory policy is the justification of social 
inequality and of individual and sectional 
aggrandisement at the expense of the 
common good. At the heart of any demo-
cratic socialist alternative must be a belief 
in social equality and a determination to 
establish institutions for the common 
good. A clearer definition deserves to be 
given of the objectives of greater equality 
of incomes and wealth. In general terms 
socialist aspirations have remained the 
same for generations. They need to be 
translated into a strategy and programme 
for action. Fundamental changes in econ-
omic, political and social structure will be 
necessary. We need changes in the organ-
isation and nature of work, the devolution 



to the local community of major func-
tions , the much greater participation of 
the individual in local affairs , and the 
deliberate creation of occupational oppor-
tunities and a much higher standard of 
living for people who are now poor. 

What is that strategy? We believe , first , 
in moving as rapidly as possible towards 
more equal living standards for the whole 
population. Necessarily this involves 
some transformation of the system of allo-
cating wealth and income. There are dif-
ficulties of course in distributing scarce 
resources , or giving access to them; in 
allowing for the income needs of depen-
dants , or indeed in reducing the material 
advantages of the economically active in 
comparison with the economically in-
active ; and in defining, for example , what 
additional income people with disabilities 
require in order to secure the same rights 
and standards of living as the non-
disabled . All these difficulties have to be 
discussed if an acceptable basis for distri-
bution is to be found. 

In developing this theme there is the 
crucial issue about the choice of the basic 
unit for the receipt of benefit and the as-
sessment of need. Should it be the in-
dividual , the couple or the household? It is 
no longer enough to be the family because 
forty years ago it was accepted that an 
elderly person had a right to a pension 
(whether contributory or means-tested) 
even if he or she was living with a son or 
daughter capable of providing economic 
support. The review of benefits for chil-
dren and young people will touch on this 
issue because one aspect of the debate 
about their rights to benefit is how much , 
if at all , they are expected to be dependent 
upon their parents. However , the issue 
requires much broader consideration. In 
the contributory national insurance 
scheme the movement has been towards 
giving the individual rights to benefit ir-
respective of household or marital status. 
This is the trend in other European 
countries also and if equal treatment for 
men and women in social security is to be 
achieved as the 1978 EEC directive re-
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quires , this must be the direction future 
developments take. Women have a need 
for , and a right to , an income when they 
are out of paid employment just as much 
as men have. Women's earnings are a vital 
contribution to the economic support of 
their families and caring for the sick , the 
old , and children is socially useful and 
necessary work . This should be recog-
nised and women who care for their 
families should no longer be forced into 
dependency on their husbands. 

Second, the allocation of resources -
must not just be corrective. In the post-war 
period socialists have paid too much atten-
tion to the question of modifying the out-
comes of capitalist organisations , in-
cluding gross salaries and wages , and too 
little to the question of applying particular 
principles to the allocation of income and 
wealth. Wage differentials reflect dif-
ferences in status , jobs and amenities 
which need themselves to be examined 
and changed , not just because they are 
basic to money inequalities but because 
they cannot be justified . Action to change 
the nature of work and reduce differen-
tials will also make much easier the en-
couragement of enthusiastic public sup-
port for greater equality. More control has 
to be exerted by the community over the 
kinds of jobs that exist and are useful , and 
the kinds of public services which ought to 
be readily available. It is the community , 
and not the capitalist entrepreneur or 
state bureaucrat who should decide what 
kind of life deserves to be led and how that 
might be organised. The reconstruction of 
society and not just the redistribution of 
resources must be the objective of social 
policy. 

Third , we believe that equality of 
power, or democracy , can and mu t be 
given substantial effect through social 
policy. Devolution of the management of 
social services and forms of employment 
to the local community ; greater accounta-
bility of professionals , administrators and 
political and trade union repre entatives ; 
clearer definition of individual rights-
especially as recipients or client of social 



services; and higher standards of universal 
education at older and not only younger 
ages, are among the strategies we have in 
mind. 

The policies to be adopted to fulfil these 
objectives will be outlined. Essentially, as 
we have said, we seek to reduce top and 
increase bottom incomes. The argument 
begins with the need for dramatic im-
provements in the lowest incomes. Many 
families who receive supplementary bene-
fit experience deprivation. Many have in-
comes below that standard. The circum-
stances of a quarter of the population must 
be, and can be, improved. A more 
generous and realistic standard of income 
must be adopted for both wage earners 
and the unemployed, and the relationship 
between the two kept in the forefront of 
socialist strategy. The rates of different 
types of benefits paid as of right must be 
increased relative to wages. There must be 
higher rates of child benefit and of housing 
allowances to help the low paid in partic-
ular and higher minimum earnings es-
pecially for women. 

In the early stages of a future Labour 
Government legislation can be introduced 
to define minimum and maximum earn-
ings; raise child benefit and the range of 
social security benefits; introduce new 
benefits like the comprehensive disable-
ment allowance; and greatly increase re-
venue, by widening the tax base, changing 
the form of income taxation to encourage 
equity and introduce a wealth tax and an 
accessions tax. At a second stage there 
would be measures to coordinate the 
relationship between wages and state 
benefits. Steps would also be taken to re-
strict inheritance of substantial private 
property and the accumulation of assets, 
as well as evolve a more equitable incomes 
structure-perhaps on principles drawn in 
part from current expressions of a "social 
dividend". 

However, a careful distinction must be 
made between social dividend and nega-
tive income tax proposals. The former 
develops the coverage of "universal" 
benefits. The latter usually amounts in fact 
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to a return to the worst of the tradition of 
means-testing in social security, and must 
be opposed root and branch. This applies 
as much to recent proposals like those of 
the Institute of Fiscal Studies as to those of 
Professor Patrick Minford. 

What has to be recognised is a need for 
structural change and not just piece-meal 
reform, and for the gradual adoption of 
new institutions and agencies as well as the 
reorganisation of existing institutions. 
Considerable attention will have to be 
paid throughout to the question of har-
nessing public opinion in support of each 
step in an orderly process . 

There are therefore a number of tasks 
for socialists. One is to achieve agreement 
about the clearer definition of the objec-
tive of social equality. In recent years 
socialist aspirations have been too ambig-
uous , with insufficient awareness , cer-
tainly in Labour Party policy statements , 
that a defined reduction of inequality 
would allow a politically realistic strategy 
to be adopted. The objective has to be 
related to the present social structure and 
distribution of income. In short , a feasible 
social plan has to be constructed . The 
Labour Party must seek to go a lot further 
than the faltering exposition of, for ex-
ample , the "Social Contract" of 1974-75. 
In devising such a plan and arranging it 
into stages or phases , there will neces-
sarily have to be consultation at different 
levels of the Party. If there is to be a real 
change in British society it has to be a 
people's plan and not just a leaders' plan . 

Secondly , changes of policy and legis-
lative practice must not be regarded as 
ends in themselves but as initial steps in 
introducing new institutions and institu-
tional practices as well as adapting old 
ones. Thus legislation for a maximum and 
minimum wage should be consolidated 
through the overhaul of pay negotiation 
machinery and the development of guide-
lines about numbers of grades , equal op-
portunities for women and the disabled , 
and the introduction of pay compara-
bilities from top to bottom of the wage 
scale. Some forms of indirect remuner-



ation may have to be extended to all em-
ployees , or prohibited or properly taxed 
on grounds of tax avoidance or unjusti-
fiable social discrimination. Conditions of 
work between different grades of em-
ployees will need to be equalised. 

Nowhere do the reviews consider the 
implications of the changing structure of 
employment. For example , there has been 
a dramatic increase in the numbers of 
part-time jobs so that now they comprise 
over 21% of all jobs compared with 5% 
thirty years ago. This has important impli-
cations for wages policies and the tax and 
social security systems. A shorter working 
day enables those with caring responsi-
bilities to fulfil them as well as partici-
pating in the labour market. This is to be 
welcomed. However , currently part-time 
employees have low wage rates and grow-
ing numbers are excluded from both state 
and occupational benefits. This needs re-
viewing and the assumption that all em-
ployees work full-time needs challenging. 

The third task is to convince the public 
of the desirability of a modern programme 
of socialism. While there are discon-
certing features of public opinion in 
Britain , for example , expressions of 
opinion about nationalism or imperialism, 
and strong elements of sexism and racism , 
and beliefs in widespread abuse of the 
'welfare state', there is powerful support 
for better social services, more progres-
sive taxation and a general reduction in 
the inequalities between rich and poor. 
Thus , in the recent survey for London 
Weekend Television sixty-three per cent 
said that the Government should increase 
taxation on the rich ; and seventy-four per 
cent agreed that the gap between rich and 
poor was too wide . 
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There are grounds for believing, then , 
that a vigorous and specific campaign 
against social inequality would succeed in 
present day Britain. We have seen that 
there are opportunities of bringing about a 
big reduction in inequality , combined with 
a major enhancement of the standards of 
living of millions of poor people , through 
a programme of redistribution. At a first 
stage it would include much higher bene-
fits as of right ; a maximum and a minimum 
wage ; a wider tax base, a more progressive 
structure of personal income tax , and the 
introduction of various wealth taxes , in-
cluding an accessions tax ; and the intro-
duction of a major programme of per-
manent employment for both production 
and service. But these reforms would have 
to be followed up , and developed at 
further stages by a gradual transformation 
of the institutional structures underlying 
present social divisions in Britain. New 
conceptions of social income , equality be-
tween the sexes within the family as well as 
within the community , and community 
power as well as community service would 
have to be translated into empirical prac-
tice. This is a fundamental retort to the 
Government's short-sighted and selfish 
approach to the welfare state illustrated 
by the Fowler enquiries. The poor are not 
a burden upon the state , from whom 
savings have to be found. They are a 
precious potential asset who have been 
increasingly denied opportunity for them-
selves and their families to grow and to 
flourish. A modest cutting back of the af-
fluence of the richest twenty per cent can 
release the resources required both to pro-
vide a decent standard of living and re-
generate the entire energies of the British 
population . 
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