9 Social security reform, 1984-86
and after

In April 1984 the government announced the establishment of a Social
Security Review. It suggested that it would be ‘the most substantial
examination of the social security system since the Beveridge Report
forty yearsago’.1 This proved to be the case but the exercise was not
comparable with the Beveridge inquiry. The Review neither looked
at the social security system as a whole nor the whole of the social
security system. There were four separate review committees, one
each for provision for retirement, Housing Benefit, Supplementary
Benefit, and benefits for children and young people. There wasto be
no immediate review of the full range of benefits for disabled people.
Thiswould await the outcome of anational survey of disabled people
about to be undertaken.

As the Review developed it became evident that there would be
other important gaps. No examination of the functioning of the
National Insurance scheme was intended. The Review would
concentrate on the meanstested benefitsand, in the case of the elderly,
on the second pension provision. No review of the provision for the
unemployed as a separate subject area would be undertaken. As a
large population group dependent on means tested benefits, ther
position within those benefits had to be considered, as well as the
relationship between these various benefits and between the
unemployed and the low paid working population. But the balance
between contributory and means tested benefits in provision for the
unemployed was not part of the brief given to the review teams.

This would not (and did not) prevent witnesses to the Review
giving evidencewhich discussed these wider issues, but therewaslittle
likelihood that the teams would depart significantly from their briefs,
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Whilethe Beveridge inquiry had asignificant degree of independance
from government, three out of four committeesin the Social Security
Review were chaired by Ministers and the fourth (Housing Benefit)
had avery specific task - to examinethe Housing Benefit scheme. The
co-ordinating committee which was established at alater stageto look
at the outcome of the four separate elements of the Review was made
up of civil servants. Thus, the review was substantially controlled by
government at al its stages and the decisions on how the subject of
the provision for the unemployed would be handled were government
decisions.

The structure of provision

In 1984/85, benefit expenditure on the unemployed was around £6.4
billion or 17 per cent of al social security expenditure. Thiswasmade
up of around £1.6 billion in Unemployment Benefit, £4.5 billion in
Supplementary Benefit and related Housing Benefit, and the balance
in sundry benefits such as Child Benefit and war or industria
disablement pensions.2 Whereas at the end of 1970, 240,000 or 41
per cent of the unemployed on benefit had been wholly or partly
dependent on Supplementary Benefit, by theend of 1984, 1.95 million
unemployed or 65 per cent of the unemployed on benefit were
receiving SB. Of these, 202,000 were receiving supplementation of
Unemployment Benefit and 1.75 million were on SB aone.3 This
pattern of expenditure raised obvious questions about the benefit
structure. Among the evidence given to the Review, three approaches
can be considered.

The first sought to remove the unemployed from Supplementary
Benefit almost entirely. The evidence of the Society of Civil and
Public Servants (SCPS), which represented executive and managerial
administratorsin the DHSS socia security divisionsis an example of
this. It said:

Unemployment benefit in a time of mass and long term
unemployment must as afirst prerequisite continue to be payable
for the duration of an individual’s unemployment. The absurdity
of limiting benefit to only one year is cruel and irresponsible.
There should be no limit to the duration of benefit.4

It al so sought alevel of Unemployment Benefit set at 20 per cent above
the SB level, and wished to see the Earnings Related Supplement
(ERS) restored, to cushion short term unemployment and the early
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months of long term unemployment. In addition there were proposals
to credit-in school leavers to National Insurance so that they had UB
entitlement while neither in work nor on atraining scheme.

This plan would upgrade the income of the unemployed and
reduce the use of means testing quite substantially, but it had obvious
cost implications. The SCPS acknowledged that its plan involved
extraexpenditure but it believed this should not be adeterrent. It said:

Social Insurance, becauseit restson apooling of risksand asharing
of benefits between the whole national community, is the sound
way to pool the risks of unemployment. We firmly believe that
those who are in work would be willing to pay the increased cost
of national insurance contributions to raise benefits for the
unemployed in the way we have described above.5

A quite different point of view was put forward by the Institute of
Fiscal Studies (IFS) in aplan for social security reform which would
have involved abolishing the National Insurance scheme altogether.6
| FS argued that to meet what it considered should be the primary goal
of asocia security system — poverty prevention — it was necessary to
concentrate resources on those in need and withdraw paymentswhich
It described as ‘wasted’. |FS assumed, for the sake of its argument,
that the prevailing SB level was adequate to prevent poverty and it
based its estimates of ‘wasted’ benefits on this. It calculated that, in
1981, nearly 76 per cent of Child Benefit expenditure, 26 per cent of
pension costs and 45 per cent of sickness and unemployment benefits
went to the non-poor. If these benefits were not paid, the resources
released could, in part at least, be used to raise the level of benefits
paid to those in need.7

The new scheme proposed by IFS would be based on a universal
means test applied through tax assessment mechanisms. A minimum
income line would be drawn taking into account the number of adults
and children in the household and housing costs. Those with zero
income would receive a Benefit Credit, reduced as income rose until
the minimum income line was reached when it would cut out.
Thereafter tax would be payable, increased as income rose.

The Institute saw no reason why Unemployment Benefit should
be an entitlement based on contributions, payableregardlessof current
income and resources and, in the case of the short term unemployed,
regardless of futureincome. In the proposed scheme, an unemployed
person would not be eligible for a Benefit Credit while he had
resources above his minimum income line.  Moreover, since
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assessment for Benefit Credit entitlement or tax liability would be on
an annual basis, someone who returned to work after a brief spell of
unemployment and secured a reasonable wage, might, in a full tax
year, find himself repaying the Benefit Credit through tax. In effect
the benefit would operate as aloan.

Thisproposal would concernitself, therefore, only withimmediate
need. Unemployment Benefit would no longer act to cushion asharp
fall inincome. No account would be taken of the problem of meeting
commitmentsundertaken whileinwork, which could not immediately
be abandoned. No action would be taken until the income fell below
the minimum level. On the other hand, if the proposed redistribution
of resources in favour of the poor produced a Benefit Credit higher
than current benefits, it would provide a better standard of living for
the longer term unemployed.

A proposal which fell between these two extremes came from the
National Consumer Council (NCC). It wished to retain the National
Insurance scheme and Unemployment Benefit, but to improve their
functioning. First, the Council sought the relaxation of the
contribution conditionswhich at present excluded from UB those who
could not show a sufficient contribution record in the previous tax
year. It looked at various alternatives and favoured adopting a test
used under the Equal Treatment Regulationsto determine the right of
awoman to claim benefit asthe breadwinner inamarried or cohabiting
couple. Thiswasknown asthe ‘ contact with employment’ test, under
which it was necessary to show employment of eight hours or more
per week for the six months prior to the claim. Applied to all adults,
it would removethe barriersto UB for alarge proportion of those now
excluded. For young people, the NCC proposed that NI credits should
be given for education or training so that on seeking work, and failing
to find it, they had an immediate entitlement to Unemployment
Benefit.8

Thiswould reduce the extent of means testing, but the NCC were
not prepared to recommend an indefinite right to a non-means tested
benefit as an immediate goal. Thiswas partly a question of cost and
partly because for some groups — for example young people who had
never been in work — this might have undesirable side effects. Its
proposal was for a one year entitlement only, for those who had just
left school, college or a training course. However, for adults, while
benefit would begin with a one year minimum duration, it might be
increased in respect of years of prior work. The NCC envisaged that
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a worker made redundant at 50 years could, if necessary, draw
Unemployment Benefit until retirement.9 In all casesthe availability
for work rule would apply.

In the event, none of these (or other) propositions were accepted
by government. The Social Security Review produced no
comprehensive report, but in late 1985 a Green Paper was issued in
which the government laid out its plans. Subsequently a White Paper
confirmed most of these proposals.

The government had decided it did not want to abandon the
contributory principle which it regarded as an important link between
contributions paid in, and benefits received. In the case of
unemployment, it saw the contributory principle not so much associal
insurance (i.e. the pooling of risks) but as a social compact, between
those in work and those not.10 The government saw ‘a clear
continuing role for unemployment benefit as a contributory, national
insurance benefit’ .11 It went on to say:

Alternatives to the present arrangements would involve either
extending unemployment benefit or replacing it with a wholly
income-related approach. The Government do not believe either
course to be appropriate or sustainable. Theformer would require
substantial extra resources which are neither justified nor
affordable without adding to the already heavy burdens on
contributors or taxpayers. For example, paying unemployment
benefit for an unlimited period could cost over half abillion pounds
extra... Relying on awholly incomerel ated approach would reduce
expenditure and ensure that resources were targeted on those who
need financial help during unemployment. But this would be a
step away from the contributory principle and would have the
effect of depriving anybody with more than modest savings from
benefits. We propose, therefore, to leave the present arrangements
for unemployment benefit asthey are.12

Any additional help for the unemployed would comefrom reforms
to the means tested (income related) schemes. The government had
no proposal s to open up unemployment benefit entitlement to some or
al of those currently excluded, and no comments to make on the
desirable bal ance between social insurance and meanstested provision
for the unemployed.

Although the Green Paper said that the government’s intention
was to leave the present arrangements for unemployment benefit ‘as
they are’, thisdecision did not last for long. Subsequent to the Social
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Security Review, it took four steps which would have the effect of
reducing entitlement to the benefit.

The first of these was the abolition of the reduced rates of
unemployment benefit available to those with a less than full
contribution record. Provision to end thisright was added to the 1986
Socia Security Act — the legidation which implemented the Review
proposals. Two reasons were given; the administrative costs of the
payment were high (over 20 per cent), while the low rates required
supplementation from Supplementary Benefit for around half the
recipients, who thus gained nothing from the payments.13 The main
losersfrom the change were married women who could have qualified
for the partial Unemployment Benefit on the basis of their
contributions, but were not eligible for the means tested benefit.

The second change formed part of the 1987 Socia Security Bill
(the 1988 Act). The contribution rules for Unemployment Benefit
were made morestringent. Asthey stood beforethe Act, contributions
on earnings of at least 25 times the lower earnings limit (ie the
threshold for NI contributions) must have been paid in any one tax
year since 1975, and in some circumstances, contributions in two tax
yearscould bejoined. Inaddition, contributionson earningsof at least
50 times the lower earnings limit must have been paid or credited in
thetax year prior to the year of claim. The credit rules, though limited
IN some respects, gave access to Unemployment Benefit to those who
had spent some time on disability related benefits (including carers
receiving the Invalid Care Allowance) as well as to those who had
been in approved education or training. They also assisted those who
had had a period of unemployment in the recent past but had met
certain minimum contribution conditions. Under the new rules, the
required contributions must be paid in the two tax years immediately
prior to the claim and no other contributions could be taken into
account. In these two years, contributions must have been paid on
earnings of 25 times the lower earnings limit in one year and
contributions on earnings of at least 50 timesthe limit must have been
paid or credited in both years. In addition, creditswould no longer be
awarded to people entering the National Insurance schemefor thefirst
time, a provison which had helped them to satisfy contribution
conditions at an early stage. These rules would come into force in
October 1988. Their immediate effect would be to exclude 350,000
people from Unemployment Benefit, all but 50,000 of whom were
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likely to qualify for the means tested benefit.14 The ruleswould also
reduce the access of young people to the insurance benefit.

The link between recent employment and entitlement to
Unemployment Benefit was further tightened in the 1989 Socia
Security Act. Where aperson had exhausted his/her entitlement to the
Insurance benefit, it would be necessary to have worked 16 or more
hoursin at least 13 of the 26 weeksimmediately before the new claim.

Thegovernment presented these various changesas‘ measuresthat
emphasise the contributory principles in qualifying for national
insurance benefits and re-inforce the original purpose of
unemployment benefit’.15 This purpose was defined as ‘to insure
those who are accustomed to earnings from employment for short
periods of unemployment while they seek work’.16

But the method chosen to emphasise the contributory principle
wasto link benefit rightswith paid contributionsin theimmediate past.
The government appeared to be recalling a former ‘purer’ period in
National Insurance, but it chose to ignore the fact that the scheme had
always sought to beflexible and to giverecognition to the earlier years
of contributions where this was needed to give access to insurance
benefits. Indeed, as the account in Chapter 3 of the practice
immediately following the original National Insurance Act indicates,
not only was the early record part of the reckoning, but it was used to
extend the duration of benefitsthrough the additional days provisions.
The credit rules were a later development. They sought to increase
the access to insurance benefits. For the unemployed at least, the
government chose the opposite course.

The fourth step taken to limit Unemployment Benefit rights also
appeared in the 1988 Socia Security Act. Thisextended downwards,
from 60 to 55 years of age, the rule requiring pound for pound
deductions from Unemployment Benefit of any occupational pension
in excess of £35 per week. Thiswould apply from January 1989.

The government’s argument was that, by drawing their
occupational pension rights, the 55-59 year old unemployed were
signifying that they werereally retired. Since Unemployment Benefit
was not intended for those who were retired and no longer seeking
work, it was ‘ consistent with the original intention of unemployment
insurance’ 17 to abate (ie reduce) the benefit. It was pointed out in the
debate on the Bill that the pension income at which reductions began
— £35 — had not been increased since 1980 and should now stand at
£48 to take account of inflation. But the government argued that no
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uprating was needed since the full benefit would not cut out until
income reached £66.50 for a single person and £88.90 for a married
couple on 1987 benefit rates.18

No proof was offered that the 55-59 year old unemployed saw
themselves as retired. Indeed the opposition quoted a government
survey showing that only 3.5 per cent of them did s0.19 Moreover, it
has to be assumed that these men and women were meeting the
availability for work rules required of the unemployed. It wasjust as
likely that they had claimed their occupational pension, even though
this may have meant accepting an actuarially reduced rate, in order to
cope better with low income in unemployment. Unless the pension
was an ample one, the benefit reduction, therefore, was another blow
to an already disadvantaged group. It was expected to extinguish the
benefit rights of 400,000 claimants and reduce the benefits of afurther
300,000,20 and it would reduce public expenditure by £65 million.21

The adequacy of benefits
By 1984, a good deal of evidence had accumulated to show that the
long term unempl oyed on the short term rate of Supplementary Benefit
were suffering financial hardship. As early as 1976 the
Supplementary Benefits Commission in its Annual Report presented
evidence on the severe difficulties experienced by unemployed
familieswith childrenin particular, in managing on the short term rate
of SB for extended periods.22 The report of the DHSS review of the
Supplementary Benefits Scheme in 1978 also referred to the
unemployed as ‘often the claimants experiencing the greatest
hardship’.23 The DHSS team were concerned not only at the denial
of thelong term rate to the unemployed, but also with the inadequacy
of the children’s scale rates which compounded the problem for
families with children.24 Some changes were subsequently made to
theratesfor children, but they remained inadequate, and especially for
older children.25

Studies in the early 1980s confirmed these earlier findings.
Reporting in 1983 on an examination of the living standards of the
unemployed, Bradshaw et a concluded that:

the cumulative weight of evidence suggests that the living
standards of the long term unemployed are lower than those in

short term employment and that the living standards of both are
below those of the poorest familiesin work.26
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In 1984, Ditch reported for the National Consumer Council on the
unemployed on Supplementary Benefit in Northern Ireland where
long term unemployment was at its worst. He noted evidence of
concern about the diet of unemployed families, and of debts for rent,
heating, electricity and hire purchase.27 Evason, too, found hardship
among the long term unemployed in Northern Ireland in 1983/4.28

In light of these and many other reports and studies, it was not
surprising that the income of the unemployed was a central issue for
many witnesses to the Social Security Review. However, they were
not all in favour of increasing benefit rates. The issue of work
incentives and the relationship between benefits and wages so
prominent in the 1970s continued to be raised.

The Institute of Directors revived the old principle of ‘less
eigibility’ which the Poor Law had used asthe basis for benefit rates
for the unemployed in particular. Its evidence said:

since on the principle of less eligibility the income of alow paid
worker should be more (or at least not less) than the income of a
non-working recipient of welfare payments, the market thus
imposes a ceiling on the amount that should be paid in benefits.29

The ‘fundamental anomaly’, the Institute went on, was that welfare
support wastoo large aproportion of low pay. Supplementary Benefit
wastoo high and should be reduced for both adultsand children. This,
it claimed, would strengthen work incentives.

A more common approach wasto recommend the extension of the
long term rate of Supplementary Benefit to the unemployed on the
sametermsas other SB recipients. Thiswas, for example, the highest
priority of the National Consumer Council, pending more extensive
reforms.30 It also appeared in the evidence of such groups as the
Scottish Convention of Women,31 the Association of County
Councils,32 the Child Poverty Action Group33 and many others. This
was often accompanied by recommendations for improvementsin the
rates paid to children or for asignificant increase in Child Benefit.

The Social Security Advisory Committee, in its evidence to the
Review, introduced a new element. It noted recent research evidence
that new SB claimants, going on to the short term rate, experienced
considerable financial problems while adjusting to a lower income,
and did not necessarily have financial reserves to cushion the
changeover.34 The SSAC aso thought the differential between the
long and the short term rates, now 25-27 per cent, had become far too
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great. It wanted, therefore, to see a staged transition to asingle rate,
set at the higher long term rate.

In the event, the government rejected all of these
recommendations, though elements of each of them appeared to have
some influence. The government began from the position that any
socia security reform had to be undertaken without additional
expenditure - ano-cost basis. So money for any benefit increases had
to befound by shifting resourcesfrom onegroup or oneform of benefit
to another. This clearly limited the options for change.

Thegovernment acknowledged that some of the unemployed were
suffering financial hardship. In the Green Paper it declined to
formulate adefinition of poverty, assomewitnessesto the Review had
urged, but it set out abasis for the determination of priorities for the
reallocation of resources, through adefinition of low income. It said:

Families whose needs are likely to be greatest may be defined as
thosefalling into the bottom 20 per cent of the national distribution
of income, with family incomes being adjusted for differencesin
family size and composition to allow for the greater requirements
of large families.35

The composition of the bottom 20 per cent had changed in the past
decade. Fewer pensionerswereto befoundinthisgroup thanin 1971
and more families with children. In 1982 those in the bottom 20 per
cent of income as defined were proportionally: 19.2 per cent
pensioners, 57.1 per cent one and two parent families with children, 8
per cent coupleswithout children and 15.7 per cent working agesingle
persons. The Green Paper went on to say that * higher unemployment
was the single most important cause of the shift in composition of the
low income group’ and that, ‘ unemployment has now displaced old
age asthemainreasonfor low income' .36 Thequitesubstantial group
(15.7 per cent) of working age single persons were, however,
dismissed on the grounds that ‘many of them are non-householders
living in householdswith higher incomes’. Thereal causefor concern
was familieswith dependent children who, the Green Paper said, ‘ now
account for over half of individuals living on low income’ .37

A decison to improve benefits for unemployed families with
children might, however, have undesirable consequences for work
incentives. The Green Paper said:

Whileitisoneof thefunctionsof the social security systemto help
those who are unemployed, it is self defeating if it creates barriers
to the creation of jobs, to job mobility or to people rejoining the
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labour force. Clearly such obstacles exist if people believe
themselves better off out of work than in work...38

The rates of support, therefore, could not ‘be isolated from
consideration both of the returns and the rewards that are availableto
people in society generally’ .39

The government, therefore, set out to create a structure of benefit
provision for unemployed familieswith children which would operate
in harmony with provision for low income working families, but
would ensure that working families would always be better off than
those not working. As part of this process, it would restructure the
Supplementary Benefits scheme — to be renamed Income Support —
not only for the unemployed, but for other population categories al so.

In the new scheme the distinction between long term and short
term cases and between househol ders and non-househol derswould be
ended. Therewould beastandard personal alowancefor all claimants
varied only by age and marital status. Child Dependency Additions
would be unchanged, but a new feature would be introduced. There
would be ‘premiums’, i.e. additional alowances, paid to certain
categories — families with children, the elderly, one parent families
and disabled people.

The family premium would be available to unemployed families
with children — thus improving their income. The structure of their
benefits — a basic allowance, plus a family premium, plus Child
Dependency Additions — would then be ‘matched’ with a similar
structure for the low paid in a new Family Credit Scheme to replace
Family Income Supplement. Thiswould also havethreetiers—wages,
afamily benefit and child additions. But this‘matching’ need not be
exact. Higher payments could be made within Family Credit to ensure
that those in work had a disposabl e income which was higher than for
those not in work.

The plan for better matching also involved modificationsto other
benefits. Housing Benefit for those in work would be improved.
Under the prevailing arrangements, adifferent meanstest was applied
to thosein and out of work. Moreover, whilethose on Supplementary
Benefits received full housing costs, those in work received
allowances in the region of 60 per cent of the rent and rates payable.
In future, the operating means test would be the same, both groups
would receive 100 per cent of rent but only 80 per cent of rates. The
lower percentagefor therate rebate did not relate to thework incentive
issue. It was introduced because the government believed that
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freedom from the responsibility to pay rates induced irresponsible
voting in local elections.

Further steps were necessary within the new Income Support
Scheme to achieve afull alignment and these involved areduction in
the benefits available to the unemployed and other recipients. Water
rates and other residual housing costs would no longer be paid in the
new Income Support scheme, as they had been under SB, though
allowance could be made for them on the setting of benefit rates. SB
familieswho were owner occupiers, had received an allowance to pay
the interest on the mortgage (but not for capital repayments), from the
timethey cameonto benefit. Low paidfamiliesreceived no such help.
The Green Paper said of this situation:

The specific extra help through Supplementary Benefit can create
an incentive problem and raise the question of fairness between
those in and out of work. For aclaimant with a sizeable mortgage
there may be little financial reward from areturn to work.40

Help with mortgage interest could not be withdrawn altogether or
the home could belost. The government, in due course, compromised
by ruling that only half of the mortgage interest would be paid for the
first four monthsof unemployment. During thistime, the unemployed
home owner would be expected to arrange with his Building Society
or other mortgager for the deferment of payments if this was
necessary. If a re-scheduling of the loan led to higher interest
payments at a later stage, these would be met for individuals still
remaining on benefit.

It was al so necessary to deal with those additional paymentsinthe
Supplementary Benefits scheme for which there was no equivalent in
the scheme for the low paid. Additional weekly allowances for such
items as heating, diet and for other special needs of disabled people
would be ended and the Income Support rates adjusted to take account
of these costs. A further problem was the Single Payments, which
could be claimed for home repairs, replacement of largeitems such as
cookers, certain items of furniture and other essential outlay which
could not be met out of low weekly allowances. The Green Paper said
of these:

The rapid growth in payments in the last few years had raised
considerable questions of fairness with those not on benefit. The
availability of payments stands in sharp contrast to the position
faced by many others, on what may not be avery different level of
disposable income, who have to budget for such items.41

164



Social security reform, 1984-86 and after

Single payments would therefore be ended and replaced (from April
1987) with loans from a new Social Fund. These would have to be
repaid from benefit.

Finally, those 25 years old and under were singled out for specia
treatment. The Green Paper argued that while there was no one age
dividing line relevant to all claimants, it was clear that, at the age of
18, the mgjority of claimants were not fully independent, and that the
great majority of clamants above the age of 25 were. In the SB
scheme as it then operated, nearly 90 per cent of all claimants over 25
yearswere getting the househol der rate, while‘aclear mgjority’ of the
under 25s were living in someone else’'s household.42 However, if
the non-householder rate was to be abolished, this younger group
would receive a higher rate of benefit than before—inappropriately in
the Green Paper’ sview. The solution adopted wasto pay alower rate
of personal alowance to al those 25 years and younger, other than
lone parents. Originally theintention wasto apply thisruleto married
(and cohabiting) couples as well as single people and to the young
married with children also. This aroused a good deal of opposition
and the later legidation restricted the lower allowance to the single
people of 25 and under and couples under 18 years. Thiswould apply
whether or not they were in fact householders.

The provision for unemployed women was not addressed by the
review at all. Apart from changes to the benefit arrangements which
would affect them as dependent wives, their position was basically
unaltered. If they were single, their treatment would be on al fours
with that of single men. If they were married, the rules prevailing
under SB would apply, with minor modificationsto thedisregard rules
(to be discussed | ater).

The social security reforms offered some improvement in the
position of unemployed families with children after 1988, when the
family premium was introduced. Moreover, this would be payable
from the time the family came on to benefit in the Income Support
scheme rather than after a year’s wait, thus assisting both short and
long term recipients.

However, taken in conjunction with all the other changes
proposed, the improvement has been quite modest. In late 1987, the
DHSS published estimates of the effect of the social security reforms,
based on notional rates of benefit, but sufficiently close to the
implementation date (April 1988) to be reasonably reliable. The
figures showed that, on average, unemployed couples with children

165



Victims or Villains?

would gain around £1.50 pw and those unemployed without children
would, on average, lose £0.70 pw.43 But these figures did not take
account of the loss of Single Payments. In 1986, over 2 million
unemployed recipients received Single Payments, at an average of
£82.20 per head. Tighter rules were introduced for 1987, cutting the
numbers to around 1 million, but still at an average payment of over
£82.44 Thus the abolition of Single Payments would have a
considerable impact on the unemployed, and especially on the longer
term unemployed with children who were among the heaviest users
of Single Payments.45 Unemployed people who were owner
occupiers suffered a specific disadvantage through the reduction in
mortgage interest support for thefirst four months—aprovision which
could become extremely burdensome if the clamant had frequent
spells of unemployment.

As the figures given above suggest, unemployed people without
children tended to belosers. They are effectively to be maintained on
the equivalent of the old short term rate, while losing access to the
various additional payments. Particular note may be taken of three
categories. An older worker who has children when he comes on
benefit and whose children move out of the age of dependency while
he is still unemployed, will lose not only the dependency additions,
but eventually the family premium also, and his income will fall
accordingly. Anindividual classified asdisabled and with entitlement
to the disability premium may be reclassified as unemployed and lose
that premium. Moreover, as adisabled unemployed person in the SB
scheme, he might till have had rights to additional payments in
relation to the disability, but these will no longer be available to
cushion the loss of the premium. Someone who comes on to Income
Support as an older childless unemployed person — for example a
50-59 year old — will be offered only the equivaent of the short term
SB rate until the age of 60 years when the pensioner premium will
become payable.

Notable among the losersisthe 18-25 year old age group. Asseen
these are to be paid a lower rate of persona allowance in Income
Support aslong asthey are single, or if married (or cohabiting) while
they are under 18 years. This proposal had raised quite widespread
opposition. One of the concerns was that the lower rate of benefit
would enforce dependence on young adultsjust at the time when they
are moving towards greater independence. The SSAC noted ‘the
steady trend’ towards the formation of independent households at
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younger ages and did not think the proposal took account of ‘social
realities .46 The National Union of Teachersargued that the proposed
changewould ‘ not only have an impoverishing effect on young people
who are currently living independently, but will aso prevent others
from choosing to liveindependently’ .47 These and other respondents
to the Green Paper also pointed out that the proposal would place an
unfair burden on the parents of these young unemployed adults.

The difficulties the younger (18-25) unemployed would
experienceif they attempted to live independently were reinforced by
later changes in the Board and Lodging rules. Most people on low
incomes, including the low paid, got help with housing costs through
Housing Benefit. Government believed it was unsatisfactory that for
one group —those claiming SB —special ruleswerein operation within
the Supplementary Benefit scheme. The rules, moreover, were
complicated, not only in relation to whether or not the charges made
included food and other non-accommodation costs, but aso by the
time limits imposed on those under 26 years since 1985.

In the context of the new Income Support scheme and the revised
Housing Benefit provisions, it was decided, therefore, that from April
1989, new rules for boarders would be introduced. In future, except
for thoseliving in hostels (who wereincluded from October 1989 with
some additional protective provisions),48 boarders would make a
claim from Housing Benefit for that part of the boarding costs which
related to the accommodation. Other costs—mainly for food —would
have to be met from the Income Support benefit.

These new ruleswere not seen aswholly unwelcome. They would
simplify claims for those 26 years and over and they would remove
the time limits on the younger age group. But, taking the 18-25 group
as an example, but the rules would imply that single unemployed
people attempting to live independently would have to manage on
£27.40 per week (in 1986) after accomodation costs had been met,
instead of the £34.90 availableto those over 25 years. Moreover since
the rate of Housing Benefit was linked to the rate of benefit under
Income Support to which the individual would be entitled, the 18-25
year old would have a lower entitlement to Housing Benefit than
would someone over this age.

Commenting on these provisions in their 1988 report, the SSAC
said they regretted that the structure of Income Support and Housing
Benefit would not only retard the natural development of this 18-25
age group towards greater independence, but would ‘ cause inevitable

167



Victims or Villains?

hardship to somewho may |eave home not just on account of domestic
tension, but also, in areas of high unemployment, to find work’.49

The measures affecting the 18-25s introduced in this period were
presented by the government as necessary and desirable
simplifications of the social security rules. But it is reasonable to
assume that there was no reluctance on the part of government to
reduce the benefit income of the single unemployed of thisage group.
There was some evidence (confirmed in a report published in 1989,
but based on a 1984 survey)50 that a minority of the 18-25 year old
group had ceased to search for employment or to do so actively.
Exerting pressureto work through the benefit system woul d have been
in accord with the government’ s general policy stance.

16 and 17 year olds

Thebrief of thereview team on benefitsfor children and young people
included an examination of the range of benefits for 16-17 year olds.
Although plenty of evidence was submitted on this point — looking at
the confused network of Education Maintenance Allowances, Minor
Awards for non-advanced further education, YTS Allowances,
Unemployment Benefit and Supplementary Benefit — there was no
discussion of this age group in the Green or White Papers.

But the government had not overlooked the young unemployed on
benefit. It was awaiting the right moment to act. As seen in Chapter
6, the government had repeatedly expressed its desire to withdraw
from 16 and 17 year olds the right to claim Supplementary Benefit,
which it saw as the right to opt for unemployment at public expense.
In September1988, the development of the Y outh Training Scheme
had reached the point that a guarantee of a training place could be
givento all 16 and 17 year olds not in education or employment. The
time had come to withdraw benefits for unemployment for most of
this age group.

The 1988 Social Security Act raised the normal minimum age for
entitlement to claim Income Support in one’'s own right, from 16 to
18 years. Section 4 of this Act provided for some exceptionsto this,
The Secretary of State was also given power to make discretionary
Income Support payments in cases of ‘severe hardship’.

In future, in the normal regime, when a young person left school,
the parents could continue to claim Child Benefit — to be known as
Extended Child Benefit — for 4 further months (September to
December) for Summer school leavers and 3 months for Christmas
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and Easter leavers. This right would be dependent on the young
person’ sregistration at a Careers Office or Job Centre aslooking for
aYTSplace or ajob. The benefit would stop if ajob or YTS place
was found, but could be paid again, during the extended period only,
if the young person left the job or YTS, and it would not be cut for
refusal of such opportunities. But no other benefit would be payable
after the extended period was over.

OnceinaYTS place, aweekly training allowance of £29.50 for
the 16 year oldsand £35for 17 year olds (1988 and 1989 rates) would
be paid. Some one who left a job or a YTS place could claim a
Bridging Allowance of £15 pw., but only if they were registered as
seeking work or another YTS place, and only for a maximum of 8
weeks in any period of 52 weeks. This alowance could be stopped
for refusal of aYTS place.

Clearly the rules were principaly designed for young people,
living at home, whose families could, if necessary, afford to support
them in an extended period of dependence, on low benefits or no
benefits. Theruleswere expected to cover the vast mgjority of 16 and
17 year olds, but various exceptions were recognised to be necessary.

Provision had to be made for the point of changeover to the new
rules. There were roughly 70,000 16 and 17 year olds on Income
Support as unemployed people at that time.51 Theseweretransferred
to the Bridging Allowance for 8 weeks or until they took upa YTS
place, whichever was sooner. Thereafter, the new normal ruleswould
apply.

Another group retained theright to claim Income Support, because
they were not expected to beavailablefor work. Theseincluded single
mothers, pregnant girls(fromthe 11th week before the expected birth),
young people who were registered as blind, disabled young people
likely to beincapacitated for work for at least 12 months, and anumber
of other people whose circumstances (usually relating to caring
responsibilities) would prevent them from working.

Where the 16 or 17 year old had parents who were on Income
Support or Family Credit, the parents could claim atopping up benefit
for the young person as adependant, but only during the Child Benefit
extension period. A further group could also claim Income Support
for atime. Thesewereyoung people without parents; those who were
inlocal authority care or youth custody immediately before their 16th
birthday; young people who were mentally or physically handicapped
or mentally ill, whose parents could not cope with them, but who were
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capable of work; those at risk of physical or sexual abuse at home as
well as some other equally difficult situations. But again, the benefit
rights lasted only during the Child Benefit extension period.

Beyond this period, Income Support would only be given where
‘severe hardshiip’ could be shown. Initialy this was not defined. It
would bejudged by the Secretary of State, but would not automatically
include cases of family estrangement. Later the Minister (Nicholas
Scott) described the criteriain thisway:

Examples of the factors that are taken into account include the
young person’s health and vulnerability — for example, the risk of
being led into crime, the risk of eviction and subsequent
homel essness asaresult of inability to meet accommodation costs,
the availability of any income which would normally fail to be
disregarded, the availability of any savings, the prospect of speedy
entry into YTS, the prospects of casual work, the young person’s
financial commitmentsand prospectsfor postponing payment, and
whether the young person has any friends or relatives who could
help.52

The object of the new regime was to remove any ‘perverse
incentive for people of this age (16/17) to leave home needlessly’ .53
Y oung people who had the option to live at home must either do so,
or manage as best they might on the new normal benefit provision.
For 16 and 17 year olds who had a responsibility for paying rent and
or rates thisincluded aright to clam Housing Benefit. YTS trainees
in board and lodgings might still be able to claim Income Support to
top up the training alowance.

Both the government’ s interpretation of leaving home needlessly
and the stringency of the severe hardship criteriaproved controversial.
V oluntary organisationsindirect contact with young peopl e, including
the increasing number of young homeless, were particularly critical
and made many representations to government.

In March and April 1989, some concessions werre announced54
mostly operating from July 1989. Cases of genuine family
estrangement would be eligible for Income Support during the Child
Benefit extension period. Thosereceiving Income Support during this
period would, because of their vulnerability, be considered for severe
hardship paymentsif at the end of the period they had not found ajob
oraYTSplace. Y oung people seeking emergency accommodationin
night shelters would get severe hardship payments. And any young
people on Income Support, who for good reason had to live
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independently, would be eligiblefor the 18-25 rate of allowance. The
amount available for 16/17 year olds in Housing Benefit would also
beincreased. Thispackage wasexpeced to cost afurther £3.7 million.,
But the Minister (Nicholas Scott) said:

Our wider policy of encouraging such youngsters (16/17) to stay
in the parental home and, if they are not in education or
employment, to take up the offer of a YTS place, remains
appropriate for the vast majority of young people of this age.55

One other point should be noted. The effect of the new NI
contribution rules, requiring 2 years contributions to qualify for
Unemployment Benefit, will be to exclude 17 year olds from this
benefit. Whereas after ayear’ swork, they could qualify at 17 for the
insurance benefit, now there is no possibility of qualifying before the
age of 18 years. For those who have spent 2 yearson YTS, which
gives no insurance credits for unemployment, it will not be possible
to qualify until the end of their 20th year. During this time, only
Income Support will be available.

Disregards

Returning to the outcome of the Social Security Review, if benefits
for the unemployed were not to be increased to any extent and might
be decreased, were there other ways in which those on benefit could
add to their income?

It has been the practice for many yearsto allow benefit recipients
to earn alittle extramoney without lossin benefit. A certain level of
earnings is therefore disregarded when benefit entitlements are
calculated. Earnings higher than the disregard level are deducted
pound for pound from benefits.

Therulesin force at the time of the Social Security Review were
described in Chapter 5, but are repeated here, for convenience. While
on Unemployment Benefit alone, the claimant might earn £2 per day,
six days per week without benefit loss. The wife of an unemployed
man might earn up to thelevel of her dependency addition, i.e. £17.55
per week in 1984/85 (£21.40 in 1989). Because this disregard takes
work expensesinto account, the amount it is possibleto earn might be
higher, though still limited. If she earns more than her dependency
addition, the whole of the addition is withdrawn. These rules till
apply. Once on Supplementary Benefit, either as a supplement or as
themainincome, the SB rulesapplied. Atthetimeof the Review these

171



Victims or Villains?

permitted only £4 per week in earnings by the claimant and the same
for thewifeof aclaimant, though again work expensesweretakeninto
account.

The policy on disregards was explained by the DHSS in 1981.
Disregards were designed ‘to provide a modest encouragement to
those who are able to help themselves by part time working to do
s0’'.56 For the unemployed, it was considered that disregards ‘ should
not be at a level where the total income from earnings and
Supplementary Benefit would discourage claimants from moving
back into full time work because the net gain would be small’ .57

The earnings disregard for Unemployment Benefit was last
uprated in 1982 after standing still for almost adecade, though that for
the wife moved with each uprating of the dependency addition. For
Supplementary Benefit, thelast increasefor both partnerswasin 1980,
after aSyear lapse. Thusthevalueof thesedisregards, and the number
of hourswhich could beworked beforelossof benefit, hadfallen. This
affected not only the unemployed on SB, but their wives also, whose
contribution to the family budget was thus severely limited.

During the early 1980s, there were many recommendations for a
review of disregard policy. The SSAC, for example, urged in severa
reports (1981, 82/3, 84 and 85) that, at the least, the prevailing
disregards should be uprated in line with inflation so that they retained
the same proportional relationship to the benefit as when they were
first instituted. The Committee also argued that changes in the
economy made it more desirable to facilitate efforts by the long term
unemployed to keep in touch with the labour market. A moreflexible
disregard policy could contribute to this.

These and similar proposals were reected by the government on
the grounds of cost. The first call on additional resources should be
to improvethe benefit ratesfor al claimants, rather than to assist those
who could earn alittle extra58 The Social Security Review, which
heard further evidence on the need for a more generous disregard
policy, did have some proposals to make on disregards in the new
Income Support scheme, to be implemented in 1988.

For the first two years of unemployment, the earnings disregard
would be set a £5 per week each. Thiswas not transferable between
husband and wife. The apparent increase was, however offset by a
reduction in deductible work expenses. These would now cover only
tax, NI contributions and half of occupational pensions contributions,
but would exclude fares to work, child care costs and other work
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expenses. After two yearsof unemployment, a£15 per week disregard
would apply jointly to husband and wife where neither was working.
One could claim the whole if the other did not work. Single people,
on the other hand, would remain on the £5 disregard indefinitely.

To thiswas added an even less favourabl e rule change which was
designed to exclude couples from entitlement to benefit under the
Income Support scheme if either wasin regular work. Regular work
would now be defined as 24 hours per week or more. Couples with
children could instead claim under the new Family Credit scheme.
Couples without children would have to subsist on the part time
earnings of husband or wife, even if these were very low. This, the
government argued, had become necessary following theintroduction
of the equal treatment rules, under which either the man or the woman
can clam benefit.59 It would prevent an unemployed woman
claiming benefit while her partner worked part time and, in effect, had
his earnings subsidised by her benefit.

All of these proposal saroused considerabl e criticism asbeing both
too limited and too inflexible an approach to disregards at atimewhen
unemployment was so high and the chances of full time work so
limited for so many people. The SSAC, for example, said that it did
not think the government had ‘responded adequately to the need for
benefit change to cope with a high unemployment society in which
part time work assumes increasing economic and social
importance’ .60 The Northern Ireland Assembly drew attention to the
higher disregards being offered to other claimant categories (£15 per
week for disabled people and one parent families) from the beginning
of benefit receipt and could see ‘no justifiable rationale for disbarring
the unemployed from the same earnings disregard’ .61 It went on: ‘If
the government are serious about encouraging the unemployed to
maintain contact with ‘the world of work’ then they must recognise
theillogicality of this proposal’.62

The National Consumer Council was, if anything, more critical.
It said:

These earnings disregards are not enough to enable the
unemployed to maintain their skills and their sense of purpose.
Unemployed people are given a choice — either they can lapseinto
apathy and idleness, or be driven into the black economy by
claiming while doing casua work. It isatrap affecting not only

the claimant but their partnersaswell. Having set up the trap, the
government is putting increased efforts on to ‘fraud drives in
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which claimants are pressured to withdraw the claims to
benefits.63

The NCC's dternative strategy was higher disregards and the

encouragement of part timework. The government’s decision wasto
adhereto its proposal s within Income Support and to make no change
to the disregards for Unemployment Benefit.

Concluding Comments
In the White Paper the government wrote:

It cannot be said too often that social security cannot remove the
causes of poverty. it can and should give protection from the
effects of unemployment. But unemployment itself will only be
tackled by creating the conditionsfor sustained economic growth.
Socia security must not hinder that growth — either in the way the
system affectsindividualsor intheburdenit places ontheeconomy
generally.64

In the social security reforms, the government showed a much

stronger interest in giving effect to the latter part of this statement than
in protecting poeple from the effects of unemployment. The benefit
provision cannot, however, be considered as an isolated policy. It
must be seen in the context of a range of other policies towards the
unemployed. It isto these that the next chapter will turn.
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