Introduction: The Welfare State

Understanding myths

The idea of a “myth” is used in a special way in social science. Georges Sorel used the idea to emphasize the importance of perceptions in framing beliefs and forming policy .

Debates about poverty and welfare in Britain are full of myths. Part of the object of this pamphlet is to challenge some of the more obvious ones. Unfortunately, the situation is so complex and uncertain that it can be difficult to say with confidence what the right answer is. There are very few indisputable, unassailable “facts”. It is much easier to be confident about what is wrong. The best we can look for is to get a little nearer the truth – to replace myths with half-truths.
Poverty and the welfare state: a fairy story

A famous cartoon of the 1940s shows William Beveridge, the founder of the welfare state, dressed as a fairy, waving his magic wand over a demonic looking Giant. The story goes like this. The welfare state was intended to lift people out of poverty. It made extraordinarily generous provisions, delivering services of such quality that Britain became the envy of the world. Governments found, however, that welfare couldn’t lift people out of poverty. People got used to living an easy life on benefits; they became dependent. Poor, inadequate parents had poor, inadequate children, who went on to benefit in their turn. Now the hard core of claimants – an “underclass” – refuse to work, and abuse the benefits system, taking everything they can get, often fraudulently. This has made the welfare system an impossible economic burden. This bears little resemblance to what actually happened. The welfare state was not intended to lift people out of poverty; it was supposed to do something else entirely. It did not offer very generous benefits. Apart from pensioners, it is rare for people stay on benefit for more than a few years.


The welfare state

Contemporary perceptions of the welfare state are depressingly negative.

Tony Blair has commented that the welfare state is “associated with fraud,

abuse, laziness, a dependency culture, social irresponsibility encouraged by

welfare dependency”. These misconceptions need to be taken on. Their persistence seriously distorts political discussions of the welfare state today and inhibits the

development of a reform agenda that truly takes forward the idea of the

welfare state, rather than reverting to the regime of the Poor Law.

A brief history

The “welfare state” was founded in 1948. Although it built on the services

that had existed before the war, it was seen as a radical departure from the system that came before it.

The Poor Law

The Poor Law had existed for three hundred and fifty years. It provided support for poor people who were unable to support themselves. For many nowadays, the image of the Poor Law is captured by Oliver Twist, Dickens’ protest against the inhumanity of the reforms of the 1830s. The Poor Law in Victorian times was based on two core principles:

_ the “workhouse test” – the insistence that people should only receive relief in the workhouse, and _ “less eligibility” – that paupers should not be better off than labourers.

The conditions in the workhouse could not be worse than those outside it, and the Poor Law came to rely on deterrence and the stigmatisation of poor people as a way of policing the boundaries. As later social services were developed, governments attempted to place them outside the Poor Law, trying to avoid the association of new policies with the punitive, minimal treatment offered by the old system.

Beveridge

The Welfare State was a determined attempt to break away from the taint of the Poor Law. It offered social protection to everyone, as a right of citizenship. It aimed to offer services at the best level possible. It was going to offer a network of services, providing a foundation of support for everyone. Above all, the Welfare State was not going to be like the system that had come before it. It was not just for poor people, and it was not going to be provided at a minimal level. The Beveridge report on social insurance was seen by many as the cornerstone of the welfare state – more because of its rhetoric than because of the proposals. Beveridge wrote of the battle against the “five giants” of Want, Idleness, Ignorance, Squalor and Disease. He proposed a “comprehensive” system of social insurance, which was seen as covering people from cradle to grave. The Beveridge scheme remained at the core of the social security system for over forty years. Unfortunately, it had serious deficiencies. As an insurance scheme, it was unable to cover many important contingencies where people were unable to contribute. It failed to take into account certain categories of need, especially disability, divorce and long-term

unemployment. And the benefits it introduced were not adequate, partly because of housing costs, but mainly because they were held to an unreasonably low level.

The scheme was gradually eroded, simply because it did not offer an adequate response to the needs it was supposed to deal with, and resources were diverted to other approaches. The social security system became progressively more reliant on means-tested benefits, aimed at the people who were poorest. Poverty was “rediscovered” in the 1960s. The euphoria of the early days of the welfare state induced complacency about its achievements. Social research on pensioners in particular, and then on other groups of benefit claimants, dispelled the idea that poverty had been conquered.

The response of governments was increasingly to focus on the particular needs of the poor. From the 1970s onwards, a series of selective benefits were introduced, aimed specifically at people on low incomes. When benefits were retrenched, the benefits that bore the brunt of that retrenchment were universal – benefits like sickness benefit, maternity grant, death grant, and earnings-related unemployment benefit. The basic means-tested benefit, Supplementary Benefit, was reformed more than once; it became Income Support in 1988. It is Income Support (and its more recent offshoot, the Job Seekers’ Allowance) that attracts the bulk of criticism about benefits – accusations of dependency, fraud, and unwillingness to work.
The welfare state and poverty

Why, despite the welfare state, are people still poor? The persistence of poverty is not something that social protection alone could have ended. There are issues that welfare systems do not address. The welfare state does not prevent people from being disadvantaged in the labour market. It does not end inequality. Welfare systems do not guarantee full employment or stable marriages. There are limits to what we should

expect. The welfare state should, however, have helped to prevent poverty. Social

protection should mean that people are not materially deprived, and it should reinforce basic security. Social protection in Britain has never been adequate to do this. Benefits are limited, and there are holes in the welfare net. If there is a criticism of the welfare state in this country, it is that it has never done enough.

Welfare and the Poor

The great debilitating myth afflicting all discussions of the welfare state is that welfare is for the poor. The welfare state was never designed for the poor. It was designed to stop people becoming poor, which is very different. The Poor Law, the system that the welfare state replaced, had been designed for the poor, and it was widely hated. Benefits confined to the poor cannot prevent poverty – because people have to become poor before they can claim them. One still sometimes hears the comment that “people on benefit have cars and satellite receivers”, as if this was somehow disgraceful. The question is whether they should be forced to sell their car or satellite dish before they can receive benefit, which was the rule under the Poor Law.

Social welfare in Britain has shifted back towards provision for the poor. General housing subsidies are now focused on individual, means-tested benefits. Old people with capital resources are required to pay for nursing care formerly delivered free in hospitals (a position shortly to be altered in Scotland). Provision for unemployed people who have alternative sources of income – and particularly for married people with a working spouse – has been radically reduced. Protection for mortgage payments has been substantially eroded, and home-owners are mainly expected to rely on optional private insurance to safeguard themselves against homelessness

Services for the poor are problematic. They are likely to be stigmatised, they are kept at a very low level, they often fail to reach the people they are intended to help. This generates the arguments that are today made against welfare – that it breeds dependency, that people are unwilling to work, that benefits have to be kept low to give the right messages, that it is misdirected. None of these arguments would have been unfamiliar to the administrators of the Poor Law. But they are never heard in relation to universal services, like health care or education, that are not seen as services for the poor, but as services that we all (or most of us) need.

The cost of welfare

International comparisons

The cost of the UK system is markedly less than many other systems in

Europe. Precise comparison is difficult, because many continental schemes include other forms of social protection, especially for health care. Figure 1 shows some basic comparisons (51). The UK sits somewhere between the European norm and the lower figures that are found in the English speaking countries outside Europe, like Australia, Canada and the US. In European terms, the UK has low to middling taxation, and low to middling benefit costs.

Figure 1: Expenditure on social protection, 1995
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Source: OECD (1999).

There is a recurrent myth, fed by political preconceptions, that any country with considerable spending on welfare must, somehow, be experiencing economic difficulties. This is usually reinforced by selective evidence, because some countries have economic difficulties at times when others do not. There is no consistent evidence, however, that benefit expenditure has any effect on the performance of an economy. The evidence shows that richer countries can afford more in social protection, which is unsurprising, but is otherwise inconclusive as to the economic effects. There is no economic objection to higher spending on social protection, if governments or taxpayers so wish; the issues are political.

Out of control?

We are often given an image of welfare costs spiralling out of control. Social security spending is more difficult to control than other government expenditure. It is not capped, like spending on health care or local government; if people have a right to benefits, governments cannot refuse to spend money. It is not self-financing, because unlike insurance-based schemes expenditure is not matched by contributions. It is true that the costs of social security have increased. The main reasons are: _ an increase in the cost of pensions, both because the numbers of pensioners are growing, and because the value of pensions has increased _ the growth of long term unemployment, reflected not only in the direct costs of benefits for unemployment but also in related costs for sick and disabled people and single parents, who would not be claiming many of the benefits if they were not also unemployed  _ the inclusion of new factors: Child Benefit incorporated the tax allowance for children. Housing Benefit accounted for £11.1 billion in 1999/2000; it replaced subsidies formerly accounted for on the housing budget. None of this implies a budget spiralling out of control. It simply shows that social security is large and complex. If we had a more diverse system, of the kind used in most of Europe, it would probably cost rather more.

The economics editor of the Sunday Times writes: “Welfare ... is living proof of the rule that throwing money at a problem will rarely solve it. In 1949, at the dawn of the Beveridge welfare state, UK social security spending, in 1997 prices, totalled £12 billion ... roughly five per cent of gross domestic product. By 1998-99, social security had risen to £100 billion ... 12 per cent of GDP.” 

Social security did not cost £100 billion in 1998-99; this figure, which was widely reported, was inflated for public consumption in an inflammatory departmental report on social security fraud. For that year, the Treasury put the cost at £92.4 billion (56). The DSS (now the Department of Work and Pensions) tended to give higher estimates – £95.1 billion in a press release, £95.6 billion in the DSS report on social security spending, and £97.9 billion on the department’s web page. Governments are never very sure what the true figures are; it takes a couple of years to deliver accurate accounts of actual spending.

Rather more serious is the lumping together of different kinds of spending. The largest single expenditure head in the social security budget is the pension. People are living longer, and pensions have become more generous. There are nearly three times as many pensioners now as there were in 1949. The retirement pension alone accounts for one third of expenditure, and spending on pensioners accounted for 48 per cent of total expenditure in 1999/2000. The next largest category concerns people who are disabled, who received 25 per cent of expenditure in 1999/2000. That makes nearly three-quarters of the total budget. 8 per cent goes on children, principally in the form of Child Benefit. Other categories, including statutory sick pay and widows, accounted for 4 per cent.

Support for the more controversial groups – families (including single parents) and unemployed people – accounted for only 15 per cent of total expenditure.
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