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Foreword 
 
In every society, there are four sources of well-being for citizens:  market income, non-market 
care and support within the family, state-sponsored services and income transfers, and 
community services and supports.  The roles and responsibilities of actors in markets, states, 
communities and families vary considerably from one country to another, and they can change 
over time.  Certainly, all four sources of well-being have been transformed by economic, 
demographic, political and social trends both within and beyond Canada’s borders in recent 
years.   
 
During the 1940s, as government leaders looked ahead to the post-war period, they were 
convinced that fundamental changes would be needed to ensure that Canada would avoid another 
Depression and begin to create a better life for all Canadians.  They therefore commissioned 
Leonard Marsh, a young McGill professor who was an advisor to the federal Committee on Post-
War Reconstruction, to write a report on social security for Canada.  Marsh had been educated in 
England and was influenced by William Beveridge, the architect of the British welfare regime.  
The Marsh Report, as we have come to call it, was published in 1943 and had a major impact on 
the design of Canada’s social policies over the next three decades.  
 
Since 1980, governments have tinkered with many of the policies put in place in the first two 
decades after the war.  They have recognized the existence of new realities and tried to address 
them.  But the underlying principles governing the roles for market, family, communities and state 
have not been thoroughly discussed since the years of the Marsh Report.  Canada again, therefore, 
needs to go back to first principles.  CPRN has commissioned the Social Architecture Papers, a 
series of nine research reports, all designed to undertake a serious look at these issues.  Some 
research reports examine Canada’s history and others look to the experience of neighbouring 
countries and jurisdictions.  A final synthesis report will summarize what this research suggests for 
a basic social architecture that will maximize well-being for all Canadians in the 21st century. 
 
The fourth Social Architecture Paper is the work of Roxanne M. Pawlick and Family Network 
Research Associate, Sharon M. Stroick.  These researchers provide a very detailed comparative 
policy analysis of the three “liberal welfare regimes” usually treated as most similar to Canada, 
that is, the United States, Australia and the United Kingdom.  In addition to a narrative analysis 
of the ways these three countries have altered their social models, the research report provides a 
unique set of comparative inventory tables of the specific programs in place in each country. 
 
I want to thank Jane Jenson, who directs the Social Architecture Papers, those who provided peer 
reviews of this paper and the four members of the Advisory Team as well as the participants at a 
CPRN roundtable in October for their helpful comments and advice on the paper.  We are also 
grateful for the funding provided by six federal departments and agencies, and three provincial 
ministries, listed at the back of this document. 
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All nine Social Architecture Papers will be released in the first six months of 2004, including a 
final synthesis report that will summarize the findings and propose the building blocks for a new 
social architecture for Canada.  Stay tuned. 
 
 
Judith Maxwell 
January 2004 
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Executive Summary 
 
 
The Family Network of Canadian Policy Research Networks is exploring future options for a 
new social architecture for Canada’s 21st century through a set of linked research reports.  This 
paper examines the ways that the welfare mix has been altered in response to social and 
economic challenges in three countries classified as liberal regimes – Australia, the United 
Kingdom, and the United States.  In order to identify the assumptions and choices made about 
the welfare mix in each country, the ‘welfare diamond’ is assessed to determine the respective 
roles of government, market, community, and family.  The analysis uncovers how three possible 
public policy logics – ensuring security for all, social inclusion, or social cohesion – orient the 
shift in the social architecture in these liberal regimes.   
 
For each country, the paper includes a brief review of the historical roots of the welfare state, a 
presentation of the current welfare mix, and an examination of recent employment-oriented 
social policy reforms that are designed to support low-wage labour markets by ‘ending welfare 
as we know it’ and helping to ‘make work pay.’  A particular focus is on the ways that the 
welfare mix of families, especially poor families, has altered due to changes in the labour market, 
family structures, and state policy.  The reason for this emphasis is that much of the recent policy 
reform in these three liberal regimes has been directed towards families with children, especially 
those with market incomes.  Indeed, through the American Personal Responsibility and Work 
Opportunity Reconciliation Act of 1996, the ‘New Deal’ parcel of programs introduced in the 
United Kingdom in 1997, and the recently launched Australians Working Together reforms, 
there is an emphasis on the individual to provide for his or her own well-being to the greatest 
extent possible, especially in terms of labour market participation.   
 
The United States 
 
Americans have looked to the market as their primary source of welfare for most of the past 
century.  Historically, there has never been a guarantee of poverty reduction even though the 
United States has the highest child poverty rates among the rich OECD countries.  In fact, the 
1996 welfare reforms were driven by increasing rates of welfare dependency and poverty traps.  
The current welfare mix in the United States is founded on new federalism and the politics of 
race, along with social insurance principles that date back to Roosevelt’s New Deal.  Although 
these principles have influenced the policy choices made by the United States, it could be argued 
that there is no national vision for a welfare system and that, instead, it is a product of individual 
decisions made by 50 states.   
 
American employment-oriented social policies stress markets, and to a lesser extent families, 
with limited state support provided almost exclusively to those with some market income.  While 
the social policy initiatives that support employment have been developing for several decades, 
they were given a significant push in 1996.  Reforms were intended to ‘end welfare as we know 
it’ and move welfare recipients into jobs.  At the same time, the social assistance program Aid to 
Families with Dependent Children was abolished.   
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The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 places a five-year 
maximum life-time limit on the receipt of social assistance benefits and makes work a mandatory 
requirement for claimants.  Through the program Temporary Assistance for Needy Families, 
which provides a time-limited income floor to needy families with children who lack other 
means of support, even shorter life-time limits for assistance have been adopted by individual 
states.  Under this program, the exemption for job search requirements for single parents with 
children was reduced from three years to 12 months or less.   
 
The goal is to move people into work quickly.  However, because the only jobs available often 
pay very low wages, the United States has also moved to provide significant support to low-wage 
workers via generous tax credits that supplement low market incomes.  The Earned Income Tax 
Credit and its collateral supports help to make work pay.  Health insurance has been significantly 
extended to cover many low-wage workers who do not receive health benefits from employment, 
or at least to provide coverage for their children.  Childcare benefits are also increasingly 
available, especially for those just moving into work, although access to childcare remains an 
issue for the majority of the working poor.  With diminishing state welfare programs, community 
and business efforts such as the Welfare to Work Partnership also help to move individuals into 
independent lives, and the employers of low-wage workers also benefit from readily available 
tax and financial incentives.  There is also a rising enthusiasm for asset-based welfare.   
 
When we look at the consequences of this design, we observe that the United States’ social 
policy for low-income individuals and families is a work support system.  There is a definite 
emphasis on markets and on families as the primary sources of well-being.  To the extent that 
security is a goal in the United States, public funds can now legitimately go only to those who 
are taking responsibility for themselves by earning market income.  Those without a job have 
little security, however, because they are “under the time-limits gun.”  There is little focus on 
social inclusion apart from the Welfare to Work Partnership and the diverse but fragmented 
efforts of the voluntary sector.  Indeed, the recent spate of welfare reforms focus on taking 
responsibility for one’s self and one’s family – in short, on not being dependent.  Very little 
attention is given to social cohesion as it is commonly understood.   
 
The United Kingdom 
 
A neo-liberal revolution in economics defined the Thatcher era but it was Tony Blair who 
completed the revolution in the social arena.  Today, the welfare system in the United Kingdom 
is a mixed contributory and tax-funded model, which is intended as a general guarantee against 
poverty.  New Labour has been somewhat more redistributive in its social policies with regard to 
the very poor by raising the level of social assistance and instituting a minimum wage for the 
first time ever.  However, the United Kingdom has not escaped the fallout from increased 
earnings inequality, compounded by the growth in the number of lone-parent families.  To 
address this, the Blair government adopted a ‘Third Way’ – the maintenance of a broad safety 
net, active support to provide opportunities for the unemployed, some compulsion for the 
unemployed, and support to enable individuals to take up opportunities for self-reliance.  In 
addition to the policy aims of ‘ending welfare as we know it’ and ‘making work pay,’ the United 
Kingdom has a third focus that aims to eradicate child poverty.   
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Administrative reforms offer individualized support to enable people of working age to move 
into the labour market or to improve their current market income potential.  Community and 
business partnerships support this active policy aim.  Asset-based welfare is also on the rise in 
the United Kingdom, as seen by the creation of a Saving Gateway scheme to provide government 
matching grants as a financial incentive to help individuals ‘kick-start’ a regular saving habit.  A 
similar Child Trust Fund provides financial endowments for all children at birth but more for 
those born into poor families.  This is part of the United Kingdom’s efforts to end child poverty 
within a generation.  In addition, the Labour Government has increased direct financial support 
to families with children and created financial incentives for parents who are employed.  The 
Sure Start Childcare Program provides free early education and childcare for young children 
living in disadvantaged areas, as well as health and family support, and will be expanded to 
include all three- and four-year-old children in March 2004.   
 
The market in the United Kingdom still has a dominant position in providing for welfare and, 
with employability as the watchword for the new economy and the new welfare state, it is 
becoming increasingly important.  Yet the state is clearly willing to assume a significant role in 
ensuring well-being, via universal as well as targeted programs.  In addition, communities have 
assumed a major role in supporting economic development, primarily through the participation 
of employers and voluntary sector organizations in New Deal employment and training 
programs.  An increased focus on personal responsibility means that families are being 
encouraged to save for and invest in their own future and that of their children.  However, 
individuals are now being asked to play an increasingly important role since those who are of 
working age and able-bodied are expected to work or train for employment in exchange for 
receiving benefits and other collateral support.   
 
In the United Kingdom, security derives from employment, in-work benefits, a wide variety of 
state supported social assistance programs, and a move to encourage saving by individuals and 
families.  Anti-poverty measures, whether explicit (as they are for children) or discreet (as they 
are for seniors) help to promote social inclusion.  Inclusion in the community is also encouraged 
by way of opportunities to work for benefits in the voluntary sector.  Finally, social cohesion is 
being advanced through locally-based community economic development initiatives throughout 
the United Kingdom, in which public, private and voluntary sector partners work together to 
increase local employment and respond to local economic needs.   
 
Australia 
 
Unlike the United States and the United Kingdom, Australia has focused less on social policy in 
favour of other instruments.  It has primarily used wage regulation as a form of social protection 
and is known as a “wage earners’ welfare state.”  Australia’s 80-year legacy of wage fixing 
continues to compress wage differentials today.  This instrument has been combined with a 
means-tested, flat-rate income support system that is supplemented by payments for dependents.  
Thus, Australia has developed a social assistance model that is based on need.  Most programs 
are funded from general tax revenues rather than employee-contributed social security and 
payroll contributions.   
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Despite a decade of economic growth in Australia, the number of working age people on income 
support has grown.  While it is true that there is less income inequality and lower rates of child 
poverty in Australia than in the United States or the United Kingdom, the problems of welfare 
dependency and poverty traps are still of concern to the Australian Commonwealth Government.  
The recently introduced Australians Working Together reform package is intended to strike the 
right balance between incentives, obligations and assistance in order to modernize the current 
income support system.  It takes account of individual circumstances in order to help people to 
achieve independence, extending the traditional focus on economic participation to include a 
broader notion of social participation.  Australia’s goal of social reform is long term and it is 
estimated that it will take about 10 years to implement all of the strategies planned.   
 
As part of its overall welfare reform strategy, Australia has undertaken an innovative and unique 
endeavour in an attempt to build a social coalition comprised of individuals, families, businesses, 
communities, and government working in partnership.  While the focus is on building individual 
capacity through social partnerships, participation in the labour market by those who are 
immediately able is also encouraged.  As part of its employability strategy, the government has 
introduced a number of financial and collateral incentives including a childcare program and 
family tax benefits.  Parents with a youngest child aged 13 to 15 are now required to do up to 
150 hours of part-time activity over six months.  However, there is still an emphasis on parenting 
that may stem from the legacy of the traditional ‘male breadwinner model’ that characterized the 
beginning of the wage earners’ welfare state.   
 
In Australia, the market is dominant, although its role in the welfare mix has been circumscribed 
by wage regulation and the influence of strong unions.  Its role is increasing, however, since it is 
now expected to create employment opportunities that meet the needs of the community, 
facilitate employment for the disadvantaged, and support philanthropy.  Staying true to its legacy 
as a wage earners’ welfare state, the state continues to be an intervener and protector.  As a 
result, Australia still has a high minimum wage, as well as low income inequality when 
compared with other OECD countries.  The state also plays a key role in providing benefits and 
now has a major role to play in preparing individuals for the market.  Although the role of the 
community is weaker, the latest reforms seek to develop it to a much greater extent.   
 
As a result, security derives from wage-regulated work and in-work benefits, extensive social 
assistance seen in the universal nature of most programs, limited social insurance and, in the 
future it is hoped, from personal and community assets.  There is a strong focus on social 
inclusion through active citizenship measures that include both economic participation and 
community involvement.  Increasing attention is also being given to social cohesion through a 
‘social coalition’ intended to create community social and economic development through 
partnerships.  Family tax benefits, together with supplements provided under income support to 
families with children, uphold the notion that family remains an integral part of the welfare 
diamond.  Welfare reforms place a new and significant emphasis on the individual by requiring 
an increased measure of responsibility from individuals who receive benefits.  This is coupled 
with support for the development of individual capacity over time and by enabling individual 
choice as to how and when such participation will occur.   
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One Discourse, Three Dialects 
 
This comparative analysis of welfare reform in Australia, the United Kingdom, and the United 
States has found that, true to their liberal ideologies, there continues to be a strong emphasis on 
the market in the three regimes.  There has been little interest in market restructuring but, rather, 
a strong emphasis on the design of employment-oriented social policies.  All three regimes are 
redirecting welfare dollars to financial incentives that ‘make work pay’ to enable well-being to 
be achieved through labour force participation.  Moving the individual toward self-sufficiency, 
especially in terms of employability, is a primary goal.  This is the singular discourse shared by 
the three regimes.   
 
Within this discourse, however, are three distinct dialects.  The United States continues to view 
the market as its primary source of welfare.  The United Kingdom is attempting to use a ‘third 
way’ to deal with the problems arising from its fairly recent move to neo-liberalism.  The market 
is still a dominant source of welfare but the state maintains a broad safety net while encouraging 
stronger roles for the community and family.  Australia has remained true to roots as a wage 
earners’ welfare state and is attempting to build a social coalition that encourages individual self-
determination, both in economic and social terms.  Like the United Kingdom, Australia is also 
making investments in individuals and, through partnerships, in communities.   
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One Discourse, Three Dialects:  Changing the Social Model in 
Australia, the United Kingdom and the United States  

 
 
1.  Introduction 
 
In response to changing demography, restructured labour markets, deepening poverty, and the 
emergence of a knowledge-based global society, a number of states have made major reforms in 
their policies and programs related to social protection, the labour market, pensions, and health 
care.  Indeed, it has been said that “the search is on for a recast welfare architecture, for a 
rewritten social contract” (Esping-Andersen, et al., 2001: 4).  This search has resulted in a shift 
in the balance of contributions to citizens’ well-being made by markets, governments, families, 
and communities – contributions collectively referred to as the welfare diamond.1   
 
This paper examines the ways that the welfare mix has been altered in response to social and 
economic challenges in three countries classified as “liberal regimes” – Australia, the United 
Kingdom, and the United States.  After identifying the assumptions and choices made about the 
welfare mix in each country, we uncover how three possible public policy logics – ensuring 
security for all, social inclusion, or social cohesion – orient the shift in the social architecture in 
each country under review.  We focus in particular on the ways that the welfare mix of families, 
especially poor families, has altered due to changes in the labour market, family structures, and 
state policy.  The reason for this emphasis is that much of the recent policy reform in these three 
liberal regimes has been directed towards families with children, especially those with market 
incomes.  The paper describes these changes in detail.   
 
Despite differences in the specific approaches taken in the United States, the United Kingdom, 
and Australia, all three countries have implemented policies and other incentives to foster labour 
market participation and, therefore, to facilitate the earning of income by everyone.  They have 
chosen to supplement low market incomes via tax credits, and to increase various services and 
supports to enable the parents of young children to enter the labour market.  This has meant 
somewhat of a shift away from family responsibility for childrearing to greater public action.  
Remaining true to their liberal principles, however, these regimes have devoted little effort to 
redesigning the market processes that affect wage setting or to ensure that workers have access to 
adequate market incomes and protections.  These states make efforts to support low-wage labour 
markets rather than designing actions, including regulations, to change the ways markets work.   

                                                 
1 The terms ‘welfare’ and the ‘welfare mix’ are used by economists and social policy experts to refer to the ways 

in which citizens achieve well-being (and are not to be confused with the much narrower use of the term 
‘welfare’ as a synonym for ‘social assistance’).  Welfare depends on a mix of income and services provided 
from a variety of sources (Jenson, 2003b) including markets, states, and families.  For this research, we 
conceptualize the welfare mix as a diamond (first proposed by Evers, et al., 1994) because there are important 
distinctions to be made between the welfare distribution made by families (through intergenerational income 
transfers and care, for example) and by communities (via programs supported by the United Way and other 
social service agencies in the voluntary sector, including service clubs and faith-based organizations).  The 
fourth source of welfare, then, becomes the ‘community,’ whose volunteers and non-market exchanges provide 
a range of services and supports, such as childcare, food banks, shelter, recreation and leisure activities, and so 
on.  Therefore, the four points of the welfare diamond are markets, states, families, and communities.   
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In addition, and again as liberal regimes, they have reduced the “space for choice” about whether 
to participate in the labour market or not.  The post-war social architecture permitted this choice 
for some people.  However, by strengthening their commitments to individualism, these regimes, 
even more than previously, now require that individuals take major responsibility for providing 
for their own well-being via earned income.   
 
Why Reform? 
 
Given the fiscal difficulties many governments faced in the 1980s and 1990s, as well as the rise 
of neo-liberal ideologies in liberal welfare regimes, a familiar political question was again raised:  
“Do individual citizens in the wealthy countries still need a state welfare system to maintain 
themselves, and would these countries start to fragment and disintegrate without some sort of 
state welfare system to hold everybody together?” (Saunders, 2002: 24, citing Wilensky and 
Lebeaux, 1965, and O’Connor, 1973).  The clearest response to this question has been “yes, but.”  
Current challenges are not the same as earlier ones, so policy responses are different.   
 
The harmonious existence of full-employment and income equalization found in the post-war 
epoch has, for the most part, disappeared.  Now, many believe that positive employment 
performance can only be achieved by deregulation and freed markets.  Common features of this 
neo-liberal route, however, are increased inequality and poverty, exemplified by sharper 
inequalities in wages and household incomes (a ‘hollowing out’ of the middle class), growing 
poverty rates, and perhaps even the emergence of an underclass.  The data are of ppaarrttiiccuullaarr  
ccoonncceerrnn  with respect to the rise of child poverty in Canada, the United Kingdom, the United 
States, and Australia.  Unskilled workers and lone-parent households are especially vulnerable 
because they tend to generate low earnings.  A confounding factor is that lone mothers, as well 
as married women seeking to supplement the low incomes of their husbands, are often impaired 
in their efforts by childcare dilemmas (Esping-Andersen, 1996: 4).   
 
An underlying cause is the ‘low-wage phenomenon’ that often creates a ‘poverty trap,’ especially 
for employed lone-parents, unskilled workers, non-unionized workers, and youth.  As Gøsta 
Esping-Andersen (1996: 16-18) notes:    
 

The burning issue, of course, is whether these jobs become dead-end traps, that is, 
whether the low-wage strategy fosters a new kind of chronically impoverished post-
industrial proletariat.  Research on this issue is still fairly rudimentary, but much 
suggests that mobility chances are substantially conditional upon adequate skills.  …  
Unskilled workers have a high risk of remaining trapped.  Hence, an active social 
investment strategy seems to be paramount if we wish to avoid the emergence of a 
proletariat of the working poor.   

 
Governments in these three countries have, as yet, paid little attention to such vulnerable 
workers.  Rather, in order to reinforce the longstanding notion that, as much as possible, people’s 
welfare should be provided as market income, states have designed employment-oriented social 
policy in an attempt to reduce the number of people on the welfare rolls and without work.  Such 
is the case with the American Personal Responsibility and Work Reconciliation Act of 1996, the 
United Kingdom’s New Deal, and the new Australians Working Together package.   
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The extent to which each state emphasizes the labour market as the exclusive source of welfare, 
however, varies in accordance with underlying core values attached to the market, government, 
families, and communities, as well as the particular structures of its political economy.  Despite 
differences in the way that such policies have been implemented, we can identify an emerging 
emphasis on the individual, which merits some attention.   
 
Anna Yeatman (2001: 1) asserts that the value of discussions concerning social policy reform is 
the discovery anew of the real purpose of the welfare state.  Although acknowledging the value 
of employment-oriented social policy, she questions whether the issue of independence should 
be reduced to economic or market-based self-reliance.  She distinguishes between individualized 
citizenship and patrimonial democracy in her analysis:   
 

Individualized citizenship means a concept of government that includes all persons, 
including children, as individuals who are capable of autonomous action and who 
being so are to be respected and recognised as individual agents in all transactions 
with them.  …  By patrimonial, I mean that the condition of being regarded as an 
individual required one first to be an independent head-of-household who governed 
those who came under this household’s jurisdiction as its dependents.  Within 
patrimonial democracy, it was legitimate for adults who could not establish their own 
households to depend on those who could, either as private householders or as the 
public association of householders that they comprised.   

 
Patrimonial democracy has been undermined by efforts undertaken by the women’s movement, 
the disability movement, and indigenous people’s movement.  The individual no longer has to 
rely on a household, or to be a head of household, to merit full recognition.  Indeed, “if we value 
democratic citizenship, then we require a public institutional order that not only provides the 
infrastructure for the market economy but also builds and maintains the capability of individuals 
to be self-determining citizens.  This means also securing an equality of civic status for all who 
belong to the jurisdiction in question.  For this reason, inequalities of wealth must not be allowed 
to get so great that they overwhelm both the ethic of civic equality and the capacity to deliver it.  
In addition, in order to maintain civic equality, redistribution is justified” (Yeatman, 2000: 4).   
 
Yeatman (2001: 45-46) concludes that the individual has to fully emerge as the ‘unit of social 
life.’  She asks us to consider what roles others, including public institutions, play in securing 
and developing individual autonomy, in order to find the “role of social policy in providing for 
an institutional design for individuality.”  This notion is complementary to Esping-Andersen’s 
call to make social investments in training the individual.   
 
Public opinion data also support this attention to the individual.  A study of popular attitudes in 
40 different countries assessed beliefs in individualism, which were measured by determining the 
extent to which people based their identity on their own achievements versus the character of the 
groups to which they belong (Hofstede, 1980).  The mean individualism score across all 
countries was 50, with a standard deviation of 25.  In Europe, the mean was 68, with a standard 
deviation of 16, indicating a higher than average level of individualism.   
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In all Anglo countries, however, the average scores were much higher than this.  The United 
States had the highest mean score of all, at 91.  Australia was second with a score of 90, and 
Britain ranked third with a mean of 89 (Saunders, 2003: 5).2  In examining the three countries 
and their redesign of the welfare diamond, we thus inquire about the extent to which each is 
providing real autonomy for individual citizens.   
 
Of course, social policy has historically had goals such as social inclusion and social cohesion, 
as well as security for all.  It has sometimes been designed to help ensure participation and 
inclusion in what has been the key social relation for centuries – labour market participation.  
Such inclusion has also been seen as a way to ensure social cohesion, that is, ties across members 
of the same society.  While many countries are still concerned about these goals, they have also 
made significant changes in the ways that they seek to ensure inclusion and cohesion.   
 
The liberal states of Australia, the United Kingdom, and the United States have each turned to 
employment-oriented social policies in recent years to increase employment and address social 
exclusion.  They have also sought, in some cases, to ensure that equality of opportunity is 
fostered by the basic initial endowments of assets.  In addition, privatization is becoming a 
common strategy, for two reasons.  First, public spending is reduced while, at the same time, 
self-reliance is encouraged.  Second, privatization is a response to the different and unique 
demands of post-industrial society (Esping-Andersen, 1996: 26).  Hence, there is a current 
enthusiasm for asset-based welfare3 (Saunders, 2000), achieved via pension and other savings 
plans as well as through employment.    
 
The changes to the welfare mix that have been made in these three regimes, especially the recent 
focus on employment-oriented social policy, are discussed in detail in the following sections of 
the paper.  Section 2 examines the welfare reforms undertaken in the United States historically, 
as well as the recent reforms of 1996.  Section 3 describes changes in the social architecture over 
time in the United Kingdom, along with the recent welfare reforms that began in 1997 and are 
still evolving.  Section 4 discusses the context for and content of the new reforms planned for 
Australia, which are just being launched.  Section 5 compares the three regimes and illustrates 
their similarities and differences through a set of comparative policy tables.  It concludes with a 
comparative analysis of the core values, reform principles, and public policy logics in these three 
liberal regimes, and summarizes the roles of the actors in the welfare diamond that together are 
the source of well-being in each regime.   
 

                                                 
2 Canada’s results were midway between Europe and the other three liberal regimes, with an individualism score 

of 80 (National Scores on Cultural Dimensions: 2).   
3 Asset-based welfare refers to sometimes compulsory savings initiatives that encourage individuals to build up 

assets for their own retirement and other needs (such as housing or education), and increase personal autonomy 
and independence.  This movement was prompted by the financial problems facing a number of government-
funded retirement pension schemes in Western Europe and North America (Saunders, 2002).  Such initiatives 
include pensions and other savings plans that are often co-sponsored by employers or governments.   
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2.  The United States – Work for All? 
 
During the past 25 years, social policy in the United States has almost always emphasized “cost 
containment, market-oriented restructuring, or reductions in social welfare provision” (Swank, 
2002: 219).  Americans have looked to the market as their primary source of welfare for most of 
this century (Myles, 1996: 116).   
 
The Historical Roots of the American Welfare State 
 
During the 1977-80 Carter administration, there was a broad shift to deregulation and restrictive 
macroeconomic policies (Swank, 2002: 219).  Initiatives to reform the program Aid to Families 
with Dependent Children (AFDC) and the emphasis on strengthening the work-oriented 1975 
Earned Income Tax Credit (EITC) began to take hold in this time period.  In fact, it was Carter’s 
administration that labelled ‘means-tested social assistance’ as both anti-work and anti-family 
(Swank, 2002: 219).  Here we see the emphasis on work and self-sufficiency as a policy response 
to the ‘low wage/high employment’ phenomenon.   
 
The Reagan and Bush administrations reduced both social assistance programs for the poor and 
social insurance for the labour force.  This was done despite the fact that there were “significant 
increases in unemployment, poverty, and declining incomes at the low end of the income 
distribution” (Swank, 2002: 220), as well as polarization of wage and earnings distributions, the 
‘hollowing out’ of the middle class, and a rise of lone-parent households (Myles, 1996: 127).  
The principle that the receipt of benefits required work was firmly established.  States “were 
mandated to enroll stipulated percentages of their AFDC populations in work or training 
programs, and work requirements for two-parent AFDC families were initiated” (Swank, 2002: 
221).  As several policy analysts have observed (see, for example, Banting, 1997; Myles, 1996; 
and Myles and Pierson, 1997), by “reducing the social wage and reinforcing work incentives, 
[the] reductions in cash income transfers, ‘workfare,’ increases in programs such as the EITC, 
and related policy changes are a coherent approach to enhancing flexibility at the low end of the 
labour market” (Swank, 2002: 225).   
 
John Myles describes the American approach as a “decentralized system of social expenditures,” 
which he contends is the response of the United States to the “economic restructuring and new 
macro-economic environment of the 1980s.”  This decentralized system began with Roosevelt’s 
New Deal, however, which was characterized by a national social insurance program for the 
elderly and the disabled, coupled with state unemployment and social assistance programs.  One 
consequence of decentralization is “fiscal competition amongst jurisdictions that puts downward 
pressure on social spending … a pattern evident in the decline in AFDC and unemployment 
benefits since the 1970s” (Myles, 1996: 128) [emphasis in original].   
 
Decentralization was strongly connected to American ‘politics of race’ as well.  Social assistance 
programs were left to state discretion in order to protect the sanctity of the southern economy, 
specifically, the plantation economy based on indentured black labour that was in existence in 
the 1930s.  These politics continued into the 1960s, with the migration of southern blacks to 
urban America.  Thus, the labour market and social policy were confronted with the politics of 
the African-American civil rights movement (Myles, 1996: 129).   
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Rather than “responding to the need for jobs, housing and social services that the black migration 
brought to the urban centers, the nation turned its back on the cities” (Quadagno, 1994: 197, 
cited in Myles, 1996: 129).  Later retrenchment was also founded in these politics.  Indeed, 
“during the Reagan era, the very word ‘welfare’ became synonymous with single black 
American mothers and their children” (Myles, 1996: 129).  Debates on welfare have often been 
“mean and ugly” and, some argue, have exhibited a general disdain for the poor.  For example, 
“in the Congress, welfare recipients were occasionally compared to alligators and monkeys” 
(Ellwood, 2002: 17).  This type of debate continues today, albeit with much more subtlety.   
 
It is against this backdrop that, in 1993, the Clinton administration pledged “to end welfare as we 
know it.”  In large part, the 1996 welfare reforms that resulted were driven by increasing rates of 
welfare dependency and the creation of welfare traps.  The ‘low wage/high employment’ reform 
strategy undertaken was followed by employment growth, but also by a rise in the inequality of 
income distribution, leading to poverty (especially in lone-parent households) and increased child 
poverty.  One result is that the longer-term poor in the United States consist predominantly of 
female-headed lone-parent households.  Moreover, among the rich OECD countries, the United 
States has the highest child poverty rates, at 55.4 percent for lone-parent families and 15.8 
percent for other families (UNICEF, 2000: 10).   
 
In his paper No Child Left Behind (named after a slogan used by President George W. Bush) 
Timothy Smeeding (2002b: 14; 26) describes “several distinctly different periods of income 
inequality change during the past 50 years”:   
 

First, one of falling inequality and widespread real income gains, largely in concert 
for all families from roughly the 1950s through the mid-1970s; second, one where 
real income growth was increasingly different depending on where one lies in the 
income distribution from the 1970s onward.  And within this latter period we note 
two different epochs.  While average family incomes grew during the 1980s, and 
especially the period from 1993 onward (albeit reflecting the cyclical changes of the 
1991-1993 recession), higher incomes grew by much more than did lower incomes 
throughout the period.  Lower incomes fell from 1979 until 1993 before rising 
markedly in the later 1990s.  Still, by the end of the 1990s, the average income for 
families in the bottom fifth of the distribution had barely reached the real standard of 
living experienced at the end of the 1970s, despite the real income gains for all during 
the latter 1990s.   

 
Although there has been a high level of poverty in the United States, job growth has occurred 
much faster than the OECD average for almost three decades, and, for the past decade, 
unemployment has been well below the OECD average.  Smeeding explains that the size of the 
low-income population in the United States is larger than in other rich countries for two reasons:  
low market wages for parents with few skills, and limited public benefits for low-income 
families with children.   
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The Current Welfare Mix in the United States 
 
The preceding brief historical overview has illustrated that there has never been a general 
guarantee of poverty reduction in the United States.  The current welfare mix in the United States 
is founded on new federalism and the politics of race, along with the social insurance principles 
that date back to Roosevelt’s New Deal.  Hence, one can legitimately ask whether the United 
States has a single architecture and one policy logic that underpin interventions to ensure the 
distribution of well-being.  Alan Weil (2000: 1) claims that, as yet, there is no national vision for 
the American welfare system, which he calls “a program very much in flux.”  He contends it is 
not a system at all but, rather, a product of individual decisions made by 50 states, with limited 
guidance from either the federal government or the American people.   
 
Some programs operate under the insurance principle, whereas others employ the principle of 
universality, at least to some degree.  Still others are ways of modernizing traditional social 
assistance to deal with the negative impacts of the ‘low-wage/high-employment’ strategy.  To 
maintain the self-sufficiency of the individual through work and to avoid creating welfare traps, 
employment-oriented social policies involving social investments in education, training, and 
other labour market initiatives, as well as selective wage and income subsidies, were highlighted 
in the 1996 American reforms (Myles, 1996: 119).   
 
The Insurance Principle 
 
Some welfare programs operate according to an insurance principle, meaning the “redistribution 
of an individual’s earnings across the life-cycle – however notional that might be in practice.  
There is a strong self-interest in funding.  The individual has an entitlement earned through his or 
her own work efforts and contributions, rather than as a citizen of a collective society who has 
paid taxes” (Perry, 2000: 42).  Social insurance programs in the United States include Old Age, 
Survivors and Disability Insurance, which covers dependent spouses and widowed lone parents 
with children under the age of 16, as well as the disabled.  Recipients are not required to seek 
work.  The system of old-age pensions was created with the 1935 Social Security Act and 
expanded in the 1970s.  In 1983, legislation moderately reduced old-age pensions and increased 
social security taxes (Swank, 2002: 222).  Private pensions are another option available to 
Americans.   
 
Short-term compensation is also available under the Federal Unemployment Tax Act (FUTA).  
However, the rules in this unemployment insurance program are stringent, as they relate to 
previous work experience and the reasons for joblessness.  Currently, FUTA covers about one-
third of the unemployed, which can rise to 50 percent during recessions (Ellwood, 2002: 29).   
 
On the health care front, the Medicare Act of 1965 provides health coverage for 99 percent of the 
population over the age of 65 (Myles, 1996: 121; 126).  President Bill Clinton succeeded in 
passing the 1993 Family and Medical Leave Act but the legislation provides no income supports 
for medical or maternity leaves and exempts roughly 40 percent of employers from the Act’s 
provisions.  In addition, the 1993 Health Security Act, which was a form of universal health 
coverage at the national level, failed to win approval (Swank, 2002: 222-223).   
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Private health care insurance is an alternative available to Americans.  However, health care 
insurance costs left over 30 million people in the United States without coverage in 1996 (Myles, 
1996: 121), which has since risen to 43.6 million, according to recent U.S. Census Bureau data 
(Pear, 2003: n.p.).  The likely rationale for these shortfalls is that “the model of citizenship 
entitlements – benefits that accrue to individuals independently of need or labour force 
participation – is quite foreign to the American social policy tradition” (Myles, 1996: 126).   
 
The Principle of Universality 
 
The United States provides benefits to all taxpayers according to the principle of universality.  It 
is one of the few countries to still offer a tax deduction for dependent children, a measure that 
benefits wealthy Americans in significant ways (Mendelson, 2003: 1).  In addition, there is a 
Child Tax Credit for low-income families with earned income above $10,000, which also helps 
to ‘make work pay.’  The amount available for each dependent child under 17 years of age can 
reach $1,000 per year (Government of the United States, 2003: n.p.).  The credit is refundable 
but is only available to those who actually pay taxes, which limits its universal nature, of course.  
Combined, these benefits might be considered a form of progressive universalism, which offers 
something for all taxpayers with children, but more for poor ones.  However, such benefits have 
a dual effect – benefiting the rich as well as the poor (Mendelson, 2003: 5-6).   
 
Employment-Oriented Social Policy 
 
The employment-oriented social policies of the United States provide a social architecture that 
stresses markets and, to a lesser extent, families, while allowing for limited state support that is 
provided almost exclusively to those with some market income.  There is clearly a push towards 
individual self-sufficiency, especially via the labour market.  While the social policy initiatives 
that support employment have been developing for several decades in the United States, they 
were given a significant push in 1996.  Recent initiatives are of two kinds.  First, those intended 
to ‘end welfare as we know it’ aim to move welfare recipients into jobs and include the abolition 
of the social assistance program Aid to Families with Dependent Children.  The promotion of 
community partnerships emphasizes a shift from the state to community in the provision of 
individual well-being.  As well, the development of asset-based welfare seeks to establish 
individual responsibility through the acquisition of an asset base that could provide personal 
security.  The second type of initiative is intended to ‘make work pay’ and includes notable 
improvements to the Earned Income Tax Credit.  These two thrusts are described in detail below.   
 
Ending Welfare as We Know It 
 
Consistent with a set of American values focused on work, independence, and individual 
responsibility, the Government of the United States enacted the Personal Responsibility and 
Work Opportunity Reconciliation Act of 1996, often referred to as PRWORA (Ellwood, 2002: 
22).  The objectives of this federal Act are to increase marriage rates; decrease the number of 
out-of-wedlock births; reduce the number of lone parents receiving government cash assistance; 
and increase employment rates.  The Act placed a five-year maximum life-time limit on the 
receipt of social assistance benefits and made work a mandatory requirement for claimants.   
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Through the program Temporary Assistance for Needy Families (TANF) – which provides a 
general time-limited income floor to needy families with children who lack other means of 
support – 10 states have adopted even shorter life-time limits for the receipt of benefits (Gray 
and Stanton, 2002: 5).  Under TANF block grants, states are given a fixed amount of money 
based on the caseloads they had in 1996.  The grants are not adjusted for inflation and the level 
of funding does not change with variations in caseload numbers.  After PRWORA, the states 
were allowed greater flexibility in spending, as long as the purposes were “consistent with the 
Act.”  For the most part, states have placed little focus on training or long-term education, and 
instead have adopted three strategies for spending (Weil, 2000: 1), in which they:   
 
1. Support Work with supplemental state-provided Earned Income Tax Credits and collateral 

support for childcare, health insurance, and transportation 
 
2. Improve Skills for Work through substance abuse treatment, domestic violence programs, 

soft skills development, and programs for the hardest to serve, and  
 
3. Create Barriers to Obtaining Welfare through strict sanctions, active efforts to divert clients 

to other programs or agencies, and short time limits for receiving benefits.   
 
Tightening Eligibility Criteria 
 
It could be argued that the general increase of women in the labour force has created a different 
value in the United States concerning parents with young children.  Another factor “central to the 
success of the US reforms is that there appears to have been a congruence with general 
community attitudes that women with children could justifiably be expected to be in paid 
employment.  This provided an apparent moral legitimacy to efforts to increase employment 
rates” (Gray and Stanton, 2002: 19) [emphasis added].   
 
Therefore, it is probably not an exaggeration to say that the United States is effectively shutting 
down the system of means-tested social assistance for lone parents (Ellwood, 2002: 14).  The 
exemption from job search requirements for single parents with children was reduced under 
TANF from three years to 12 months or less.  In some states there is no exemption for this group 
of recipients at all.  In addition, different states have various exemption criteria for those who are 
disabled or caring for someone disabled, including the elderly; caring for a young child; 
pregnant; a minor parent; or for whom childcare is unavailable.   
 
Another restriction was put in place in 1996 when eligibility for Food Stamps – a program to 
provide food coupons for eligible low-income households – was reduced for non-citizens and for 
Americans aged 18 to 50 without dependents.  Funding of the Food Stamps program was also cut 
by 30 percent (Jenson, 2003b: 21).  As a result, when the TANF cash grant to claimants is cut, 
benefits for Food Stamps are no longer increased (Gray and Stanton, 2002: 8).  Additional 
restrictions apply to:  (1) benefits available to non-citizens who are legal residents of the United 
States; (2) benefits for unmarried teenagers, who are required to reside with their parents if 
seeking social assistance; (3) the narrowing of benefit eligibility for children with disabilities 
under Supplemental Security Income – a social assistance scheme designed for the aged, blind 
and disabled; and (4) provisions that target the use or sale of illegal substances by limiting or 
removing benefit eligibility for individuals convicted of drug related crimes.   
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Time Sanctions and Work Requirements 
 
As previously noted, TANF has a strict five-year life-time limit on the receipt of benefits.  It also 
requires compulsory work participation after two years.  The law defines the “work activities” 
that count toward a state’s participation rate as (Perry, 2000: 44):   
 

• Unsubsidized employment 
 

• Subsidized private or public sector employment 
 

• Work experience 
 

• On-the-job training 
 

• Job search and job readiness assistance for a maximum of six weeks, including only four 
consecutive weeks 

 

• Community service programs 
 

• Vocational educational training for a maximum of 12 months 
 

• Job skills training that is directly related to employment 
 

• Education for recipients without a high school diploma or equivalent that is directly related to 
employment 

 

• Satisfactory attendance at secondary school, and 
 

• The provision of childcare services to a TANF recipient who is participating in a community 
service program.   

 
Work requirements are enforced through the use of sanctions.  States are required to terminate or 
reduce benefits pro rata for non-compliance.  The amount and duration of sanctions, however, is 
not specified (Gray and Stanton, 2002: 8).  Moreover, research suggests that many families do 
not understand the reason for a sanction and that there is inequity in application, which can be 
problematic.  For example, “in some states, as many as a third of the cases are under sanction or 
have received a sanction, and 35 states use full family sanctions, meaning they can end the entire 
cash welfare benefit for families that fail to meet requirements” (Haskins, Sawhill, and Weaver, 
2001: 4).  However, “while the time-limit may seem very blunt, in reality states are allowed to 
give some recipients exemptions or extensions, which means that the way in which time-limits 
operate is complex.  It seems that most recipients who have reached a time-limit and who are not 
employed but have made a genuine effort to find employment receive an extension of the time-
limit” (Gray and Stanton, 2002: 5).   
 
Administrative Arrangements 
 
As of fiscal year 1997, one-quarter of each state’s TANF recipients were required to participate 
in “work activities.”  The caseload percentage was increased annually to reach 50 percent by 
fiscal year 2002, and requirements are considerably higher for two-parent families.  However, up 
to 20 percent of a state’s caseload can be exempted from this requirement.  Nonetheless, states 
risk a penalty for failure to meet the prescribed “annual rate of work” (Handler, 1997: 292).   
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It could be argued that this is part of the reason for the growth of “the culture of the welfare 
office.”  Some states have dramatically increased pressure on recipients to move off welfare but 
their methods have generally not involved lowering benefits.  Rather, other means have been 
sought to “divert people from getting aid or to move people off welfare quickly.”  These 
diversion programs include providing a lump-sum payment to cover a particular expense that is 
limiting a person’s ability to work.  This is exchanged for a specified period of assistance.  
Applicants are also diverted to housing programs and charities (Ellwood, 2002: 15).   
 
Diversion programs do indeed reduce caseloads but they can also create other problems.  Gray 
and Stanton (2002: 11) found that “one particular problem is that since eligibility for TANF, 
food stamps, and Medicaid are determined using the same application, families who are diverted 
from applying for TANF did not apply for food stamps and Medicaid to which they would have 
been entitled.”  It is for this reason that that “administrative arrangements matter” (Jenson, 
2003b: 26).  There needs to be coordination among specific programs, services and providers to 
meet needs.  Administrators need to be trained to help people with issues related to employment 
and to ensure claimants receive all the benefits to which they are entitled.   
 
Redirection of Benefits 
 
Recent reforms are not about cuts in aid for those who are not working outside the home but, 
rather, “it is a story about drastic redirection.  Aid is being withdrawn from non-workers and 
added to workers.  On net, the nation is actually spending far more than before on low-income 
families, but it is spending it very differently” (Ellwood, 2002: 17).   
 
One example of this ‘different spending’ involves childcare.  Increasing amounts of money from 
TANF block grants are providing subsidies to low-income families to help with childcare costs.  
Accordingly, states have introduced rules on program eligibility, the types of subsidy covered, 
and the level of subsidy provided.  In many states, however, families receiving welfare or those 
who have recently left welfare are more likely to receive childcare assistance than low-income 
working families (Gray and Stanton, 2002: 7).  It is estimated by the Department of Health and 
Human Services that only 12 percent of all eligible low-income children have access to this 
funding (Haskins, Sawhill, and Weaver, 2001: 5).  Therefore, many analysts believe that more 
federal funding is needed for childcare.  This is one of the issues being raised in ongoing debates 
about welfare reform reauthorization.   
 
The ‘Wisconsin Works’ TANF Program 
 
The Wisconsin Works TANF Program, which is described in Box 1, serves as an example of a 
state welfare-to-work program that has experienced an 80 percent reduction in caseloads since 
the peak reached in 1994.  This is compared to the national average of a 60 percent reduction in 
caseloads since 1994 (Ellwood, 2002: 14).   
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Box 1 

The Wisconsin Works TANF Program 
 
The Aid to Families with Dependent Children program was replaced with Wisconsin Works or “W-2” in 
1997.  Administered by the Wisconsin Department of Workforce Development, it attempts to provide all 
services at a Job Center.   
 
Under this program, only work pays.  There is a 60 month (five-year) life-time eligibility limit for social 
assistance, and participation in Trial Jobs, Community Service Jobs, and W-2 Transition is limited to 
24 months each.  If job search assistance helps an individual become employed, an Advance Earned 
Income Credit may increase their monthly income.   
 
Community Service Jobs 
 
A community service job is designed to prepare an individual for employment.  Under the Community 
Service Jobs program, an individual spends up to 10 hours per week in education and training and up to 
30 hours per week in work activities, and earns $673 per month.   
 
W-2 Transition 
 
This program is for individuals of limited capability.  Up to 28 hours per week is spent in work activities 
and 12 hours per week in education and training.  The amount earned is $628 per month.  Payment 
reduction results when activities are not completed.  Extensions may be granted to the lifetime eligibility 
limit if local labour conditions prohibit work or if an individual has extreme barriers to employment.  An 
adult caring for a child under 12 weeks of age is exempt from participation requirements.   
 
Program Highlights 
 
• The financial eligibility test is met if the family’s gross income is at or below 115 percent of the 

Federal Poverty Line.   
 
• Childcare is available to all low-income families who are working or participating in Learnfare or a W-2 

employment position.  Low-income families are deemed to be at or up to 185 percent of the Federal 
Poverty Line for applicants, and up to 200 percent for participants.   

 
• Short-term loans help eligible individuals to meet their expenses related to obtaining or maintaining 

employment.   
 
• W-2 participants can access transportation assistance to get to and from work, childcare, and school.   
 
• A family is not immediately eligible for Medicaid based on eligibility for W-2.  Wisconsin, however, 

offers the program BadgerCare to provide health coverage to uninsured working families.   
 
Source:  Wisconsin Department of Workforce Development (2003).   
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Welfare Reform Reauthorization 
 
Congress first intended to reauthorize the 1996 welfare reform legislation in 2002, and then 
again in 2003, but agreement was not reached on the final bill.  The issues that pervade the 
reauthorization are obviously challenging, and those that dominate the agenda are summarized in 
Box 2.  Clearly, the current political environment is affected by significant declines in welfare 
caseloads and by the lack of commitment by President George W. Bush to proceed with reforms.   
 
 
 

Box 2 
Welfare Reform Reauthorization Issues 

 
• What is the purpose of the TANF program?  Is it about work and family formation issues or about 

adequate income for needy families?   
 
• Should the five-year time limit on the use of federal dollars to provide assistance to any adult remain?  

Should sanctions continue to be imposed on families that do not meet requirements?   
 
• What should the size of the TANF block grant be?  It was set at $16.5 billion per year during a time 

when caseloads were much higher.   
 
• Should states be required to place a fixed percentage of their caseload in work programs?   
 
• A large number of families that are eligible for Food Stamps and Medicaid are not receiving it.  What 

can be done to solve this problem?   
 
• Do states have enough money to pay for childcare, and is such care of high quality?   
 
• Do lone mothers who have moved into the low-wage market have enough income to adequately 

support their families?   
 
• There is reluctance among workers to discuss issues of family formation.  What can be done to 

change this?   
 
• What is the impact on children?   
 
• What happens to families when they are unable to meet the requirements?   
 
• There seems to be agreement that child support payments should only go to working mothers.   
 
• Now that approximately two million additional low-income mothers are working, how are questions of 

education, job retention, and job advancement addressed?   
 
• What will happen to these mothers and their children when the next recession hits?   
 
Source:  Haskins, Sawhill, and Weaver (2001).   
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Community and Business Partnerships 
 
Although community and business partnerships with government have not been highlighted in 
the American reform, some examples can be found.  One initiative is the Welfare to Work 
Partnership, which was founded on May 20, 1997 by Burger King, Monsanto, Sprint, United 
Airlines, and United Parcel Services.  These companies recognized that the private sector needed 
to take a lead role in response to the 1996 welfare reforms.  The Partnership is a national non-
profit organization that is not affiliated with government.  Its goal is to move individuals into 
independent lives.   
 
More than 20,000 businesses have committed to hire or retain former welfare recipients and 
other low-income workers.  Proper training and job supports, mentoring, and assistance with 
childcare or transportation are often provided (Welfare to Work Partnership, 2003).  Firms that 
participate in this ongoing program include Allied Signal, American Airlines, Anheuser-Busch, 
Bristol-Meyers Squibb, Chevron, EDS, Federal Express, General Motors, Hewlett-Packard, 
Marriott International, McDonald’s, Monsanto, Pizza Hut, United Airlines, United Parcel 
Services, and Xerox Business Systems (Reference Group on Welfare Reform, 2000c: 94).  This 
suggests that the program appeals to major corporations.  Reasons cited by businesses for joining 
include access to a large pool of entry-level workers, as well as tax and financial incentives that 
are readily available.  As well, among executives surveyed from participating companies, 8 of 10 
report that former welfare recipients make “good, productive employees” (Welfare to Work 
Partnership, 2003).   
 
At the state level, a recent measure that “just passed both houses of Florida’s state legislature 
(Senate Bill 1454, 2nd engrossed) would allow private charities like the United Way, 
foundations, and even businesses to donate monies to make up the local portion of state matches 
for social service programs.  Under the legislation, organizations would donate funds to a county 
government or special taxing district, where these funds can be certified as a local match and be 
counted to state spending against which to draw down federal funds.”  In South Carolina, which 
has a similar program, the level of donor financing has reached $12 million, leveraging $27 
million of federal spending (Carasso and Bess, 2003: 1).   
 
The United Way works with community leaders to make transitions to work easier.  It manages 
grants and provides services such as transportation for welfare-to-work clients.  It is also an 
advocate of poverty reduction and works with state policy makers and other agencies to pursue 
this objective (United Way of America, 2002).  Many other charitable and faith-based 
organizations across the country do the same.  A wide range of other voluntary sector agencies 
provide non-market or below-market supports and services such as childcare, parenting support, 
recreation and leisure activities (especially for children and youth), clothing and furniture 
exchanges, food banks, community gardens and kitchens, homeless and transitional shelters, 
domestic violence support, health and mental health services, financial management and life 
skills training, and so on.   
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Asset-Based Welfare 
 
Should employment rates continue to rise, the United States would be in a position to further 
develop and support asset-based welfare programs.  In 1996, using federal welfare funding under 
PRWORA, states were allowed to set up Individual Development Account, which are personal 
savings accounts generally “aimed at poor families.  Individuals are encouraged to save by 
matching their own contributions with government contributions (either directly, or in the form 
of tax credits paid by government to the lending agencies).  Savings can then later be used for 
specified purposes such as house purchase, funding a small business, post-secondary education 
or retirement annuity” (Saunders, 2002: 32).   
 
Under these schemes, the government provides tax incentives for financial institutions to set up 
accounts.  Non-profit bodies then work with poor families to provide advice and encouragement, 
and to supervise the cashing out of money.  Only a handful of states have chosen to implement 
Individual Development Accounts under this scheme, however.  One reason is that, despite 
personal support and financial counselling, over one-third of participants withdrew their savings 
for “unauthorized purposes” before the fund matured, thereby forfeiting the matching funds 
(Saunders, 2002: 35).   
 
Making Work Pay 
 
Another important part of the 1996 reforms centred on changes to the Earned Income Tax Credit 
and other collateral supports to help make work pay.  Indeed, Ellwood’s (2002: 17) argument 
that the reforms are about ‘the redirection of aid from non-workers to workers’ is especially true 
with respect to the EITC, which has a major impact on the employed.  Together with prolonged 
economic expansion, EITC “improvements in income supplements for low-wage breadwinners 
in 1996 have recently pushed the United States poverty rate in the right direction” (Smeeding 
(2002b: 16-17):   
 

Reductions in wages at the bottom of the earnings distribution between 1979 and 
1993 eroded the living standards of a large and vulnerable population, just as real 
wage gains among these families since 1995 have reversed some but not all of the 
previous trend.  …  Improvements in the social safety net for these families were too 
small to offset the adverse effects of wage developments from 1979 to 1993, although 
the recent expansion of the EITC has added greatly to the anti-poverty effectiveness 
of United States anti-poverty policy for females with children.   

 
The EITC began modestly in the 1970s as a program for the ‘working poor’ but grew 
substantially over time.  The EITC “excludes the ‘non-working poor’ (such as welfare mothers) 
and makes only small adjustments beyond the first child.  In 1991, the maximum credit was 
$1,192 for the first child and only $1,235 for families with more children.  …  The annual cost of 
the once modest EITC grew from $2 billion to $12 billion between 1980 and 1992.  And 
President Clinton’s 1993 budget added $20 billion over five years while cutting billions from 
‘middle class’ programmes such as Medicare” (Myles, 1996: 123-124).   
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Such negative income tax programs – part of a liberal welfare model which holds that people 
with low wages are entitled to pre-tax income as well as a government income supplement – are 
particularly supported by the business community “as an alternative to both social benefits for 
middle income workers and minimum wage laws.”  Indeed, policy analysts see negative income 
tax programs as an alternative way to deal with welfare traps.  They are less visible, easier to 
legislate, and carry none of stigma associated with means-testing (Myles, 1996: 124).   
 
Matthew Gray and David Stanton (2002: 6) summarize the key financial incentives and collateral 
supports used by the United States to help make work pay:   
 
1. The minimum hourly wage was increased from $4.25 to $5.15 in 1993.   
 
2. There was a major expansion of the Earned Income Tax Credit in 1993 [and again in 1996].   
 
3. In 16 states, the federal EITC was supplemented with additional state income tax credits, 

which provide extra resources to working families.   
 
4. Prior to PRWORA, when a lone mother moved from welfare to work, she would lose health 

insurance, since the jobs that mothers leaving welfare typically find do not have employer 
provided health insurance.  In order to reduce the effects of this, Transitional Medicaid was 
introduced, covering adults leaving TANF for 12 months.  Perhaps even more significant was 
the passing of the State Child Health Insurance Program.  Along with changes to Medicaid 
rules, this program has improved the coverage of health insurance for both children and 
parents in low-income families, thereby increasing the incentive to take up low-paying jobs 
that do not offer health coverage.   

 
5. States further increased their financial incentives by modifying the rules related to the impact 

of earned income on benefit receipt.  In 31 states, the earned income “disregards” were 
expanded and, in many states, the rate of withdrawal of benefits was reduced so that benefits 
could be received over a much larger range of earned income.   

 
The most significant of the post-1996 American work support reforms are found in the EITC, 
health care, and childcare.  Through TANF block grants given to states, several programs serving 
low-income people were able to be combined to increase employability among recipients.  For 
example, states were authorized to transfer funds from TANF to the Child Care and 
Development Fund (CCDF).  By the year 2000, federal childcare funding through TANF and 
CCDF reached $7.4 billion, up from $2.1 billion in 1997 (Gray and Stanton, 2002: 6).   
 
The introduction of such flexibility in the use of funds, “consistent with the Act,” was also used 
for the expansion of other programs in some states, in areas such as transportation support.  
Housing is another matter, however.  Welfare reforms and low-income housing fall under the 
jurisdiction of different agencies and congressional committees, and also have different funding 
cycles (Swartz and Miller, 2002).  Therefore, the question of housing is seldom addressed at the 
same time as issues of welfare reform.   
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In summary, the Earned Income Tax Credit and its ancillary systems are geared to increasing 
supports for parents who work outside the home.  Indeed, there has been a dramatic expansion of 
supports available to low-income working families.  Aid jumped from about $11 billion in the 
late 1980s to over $70 billion by 2002, in real dollars (Ellwood, 2002: 15):   
 

About half of this growth can be traced to dramatic expansions in the EITC.  The 
EITC is an earnings credit with benefits ties to levels of earning and the number of 
children.  For each dollar earned up to a maximum, the parent gets a refundable tax 
credit from the government.  For a parent with two or more children, the credit is 
currently 40 percent of earnings up to a maximum credit of roughly $3,800 – roughly 
triple the maximum for such families in 1992.  For a minimum wage worker, this is 
roughly the equivalent of a 40 percent pay raise.   

 
This incentive is expensive, however.  In 1995, the federal government spent a total of $17.3 
billion (in 1999 dollars) on the old Aid to Families with Dependent Children program.  The 
subsequent increase in EITC alone has been almost as large as the total amount the federal 
government ever spent annually on the previous program (Ellwood, 2002: 16).  In addition, at 
least 10 states add 5 to 25 percent in state credits on top of what is provided by the federal EITC.   
 
Conclusion 
 
Although the 1996 reforms to the welfare mix have continued what had been developing for 
several decades in the United States, the two thrusts to ‘end welfare as we know it’ and ‘make 
work pay’ have been a success, according to the standard that was set for them.  Some argue, 
however, that this is due to the buoyancy of the United States economy.  Smeeding (2002b: 1) 
states that the 1996 Welfare Reform Act is “a major ‘accountability’ success story, with the 
AFDC/TANF caseloads (households) falling from over 5.0 million in 1994 and 4.5 million in 
1996 to 2.2 million cases by June 2000, about one-third of the 6.6 million households which 
benefited from the SSI [Supplementary Security Income] program in that same year.”   
 
Through the enactment of the Personal Responsibility and Work Opportunity Reconciliation Act 
of 1996, the United States has adopted one vision – an almost total preoccupation with market 
work.  This strategy is consistent with a set of American values focused on work, independence, 
and personal responsibility (Ellwood, 2002: 22).  The goal is to move people into work quickly.  
However, because the only jobs available often pay very low wages, the United States has also 
moved to provide significant support to low-wage workers via generous tax credits that 
supplement low market incomes.  As well, the employers of low-wage workers also benefit from 
readily available tax and financial incentives, as noted by employers who belong to the Welfare 
to Work Partnership.   
 
In addition, health insurance has been significantly extended to cover many low-wage workers 
who do not receive health benefits from employment, or at least to provide coverage for their 
children.  Childcare benefits are also increasingly available, especially for those just moving into 
work, although access to childcare remains an issue for the majority of the working poor.   
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When we look at the consequences of this design, we observe that the United States’ social 
policy for low-income individuals and families is a work support system.  There is a definite 
emphasis on markets and on families as the primary sources of well-being.  Indeed, to the extent 
that security is a goal, public funds can now legitimately go only to those who are taking 
responsibility for themselves by earning market income.  There is also a form of social cohesion 
behind the design as well (Ellwood, 2002: 22):   
 

By converting the welfare poor into low-income working families, a very different set 
of coalitions emerged:  low-income workers connected automatically with union 
workers and working people at all incomes who fear the market stresses and 
insecurities.  And the potential for protections which spread to a wider part of the 
population rises.  There is not much logic in providing supports to working single 
parents while ignoring the struggles facing two-parent families.   

 
From this argument, it is possible to conceive that the ‘us’ versus ‘them’ rhetoric could begin to 
diminish, leading to a type of solidarity around the American values of personal autonomy and 
responsibility.   
 
Evaluations of the impacts of welfare reform are still underway.  Some studies find that most of 
those leaving the welfare rolls found and retained jobs (albeit quite low-paid ones).  Most former 
claimants reported enhanced levels of self-esteem as a result of getting off welfare and into work 
(Brauner and Loprest, 1999).  Moreover, child poverty did not worsen as a result of the cuts to 
social assistance.  Estimates are that 2.3 million children no longer live in poverty, and that 
behavioural and educational outcomes for younger children seem to have improved (Butler, 
2000).  Nor does social cohesion seem to have been damaged by the welfare roll-back.  Indeed, 
crime rates fell significantly during the 1990s and rates of single parenthood began to stabilize 
(Phillips, 2001).   
 
Others would say, however, that it is too soon to be able to evaluate impacts.  For example, some 
families are not able to meet the requirements of the new reforms, and their ultimate fate remains 
uncertain.  Moreover, “Census Bureau data show that in 1995 and 1996, mothers with total 
incomes below about $11,000 actually experienced declines in their total income.  Finally, while 
the overall poverty rate has dropped consistently since 1995, the rate of families in deep poverty 
(below half the federal poverty level) has actually increased” (Haskins, Sawhill, and Weaver, 
2001: 2-3).   
 
With respect to the policy logics underpinning the new reforms, security derives from 
employment and in-work benefits.  Those without a job have little security, however, because 
they are “under the time-limits gun.”  There is little focus on social inclusion apart from the 
Welfare to Work Partnership and the diverse but fragmented efforts of the voluntary sector.  
Indeed, the recent spate of welfare reforms focus on taking responsibility for one’s self and one’s 
family – in short, on not being dependent.  Very little attention is given to social cohesion as it is 
commonly understood.   
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In assessing the welfare diamond, the role of the market as a provider of jobs is paramount.  The 
role of the state is in providing a short-term safety net for those who are out of work, as well as 
subsistence level support and some health benefits to children as well as the aged, disabled, and 
severely disadvantaged.  The state makes a major contribution to working families through a tax 
deduction for dependent children, the Child Tax Credit, the Earned Income Tax Credit and, at 
the state level, supplemental EITC as well as collateral health and childcare programs.  There is 
significant emphasis on the individual as a wage earner and, to a lesser extent, on the family via 
the Child Tax Credit, the child tax deduction, and the 1996 PRWORA objectives to increase 
marriage rates, decrease the number of out-of-wedlock births, and reduce the number of single 
parents receiving government cash assistance.   
 
The community plays a modest role through arrangements like the Welfare to Work Partnership 
and contributions in some states towards social service funds that are matched by the federal 
government.  An important, albeit less publicized, role of the community is found in the supports 
and services provided by faith-based foundations and private charities such as the United Way 
and numerous others.  Ironically, while markets are the primary focus of recent reforms, the poor 
still receive a significant proportion of their income security from the state through the Earned 
Income Tax Credit, which is a way of distributing income security that is hidden, and therefore 
less vulnerable to social issues related to federalism and race.   
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3.  The United Kingdom – Carrots or Sticks? 
 
The 1970s was marked by sluggish growth, low profitability, accelerating inflation, and sharply 
rising unemployment in the United Kingdom.  With an underdeveloped formal welfare state, the 
expansion of social services was limited.  Moreover, the combination of a policy commitment to 
full employment, union militancy, and weakly organized employers generated a disastrous, 
downward wage-price spiral (Hemerijck and Schludi, 2000; Swank, 2002).   
 
Neo-Liberal Economics in the United Kingdom 
 
In 1975, inflation skyrocketed to 24 percent and the peak organization of unions agreed that 
restraint was needed.  Wage control was temporary, however.  Deeper change was precipitated 
by the economic crisis of the late 1970s, along with Margaret Thatcher’s election in 1979.  The 
neo-liberal social architecture was constructed in the Thatcher era, when major economic 
reforms were made.  Hemerijck and Schmidt (2000: 188-189; see also Schmidt, 2000: 244) 
identify how Thatcher succeeded in creating a neo-liberal revolution in the economic arena:   
 

Supported by an absolute majority in parliament, facilitated by the Westminster 
model of democracy and legitimized by the ideology of neo-liberalism, Thatcher’s 
supply-side policies included substantial tax cuts for middle- and higher-income 
brackets, the privatization of nationalized industries, and the deregulation of product 
and labour markets.  Corporate tax rates were also substantially reduced.  To make up 
for losses in the budget, indirect taxes were raised, a shift that clearly favored the 
better-off.  Trade unions were especially hard hit by the new legislation, which 
massively reduced their scope for collective action, especially their capacity to strike.  
Labor market deregulation in all its forms facilitated the expansion of temporary jobs 
for young people and stimulated the growth of non-standard, mostly part-time 
employment.  Most restrictions on hiring and firing of temporary workers were 
simply abolished.  Special policies were introduced to encourage employers to hire 
workers at low wages.  A subsidy scheme supporting the creation of small enterprises 
proved fairly successful.   

 
Changes related to pensions, public housing, and health care were also made, which created the 
foundation of current policy.  The restructuring of the State Earnings Related Pensions System 
(SERPS) culminated with the 1986 Social Security Act, which significantly altered the earnings-
related tier of public pensions.  The benefit formula was “altered to reduce general income 
replacement rates from 25 to 20 percent of earnings; provisions to base benefits in the ‘best 20 
years’ of earnings were changed so that benefit calculations would be made on lifetime earnings.  
In addition, significant tax incentives were created to encourage workers to opt out of SERPS 
and establish personal pensions (or take advantage of private occupational pensions).”  The 
government of John Major further reformed pensions by making them less generous, increasing 
the retirement age for women from 60 to 65 (to be achieved by the year 2010), and by shifting 
the costs of indexing occupational pensions from government to employers (Swank, 2002: 230).  
These policies ultimately weakened public support for public old-age pensions.   
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Public housing was privatized.  Policy favoured the replacement of support for social housing 
and construction with a private housing market, while providing cash allowances aimed almost 
exclusively at those below the poverty line (Swank, 2002: 232).   
 
The Conservatives not only fundamentally changed the policy profile around which the British 
welfare state was organized, but also transformed the basis of political support for the welfare 
state.  This was achieved “by destroying the power resources of the trade unions and 
undermining middle class support for the welfare state by making public programs residual while 
expanding options for exit into private schemes” (Hemerijck and Schludi, 2000: 191-192).   
 
General exceptions were the National Health Service and public education, “which remained 
very popular with the middle classes.”  For example, the 1990 National Health Service and 
Community Care Act provides publicly financed, universal, and comprehensive care that is free 
at the delivery point, making it one of the few universal programs still remaining in the United 
Kingdom.  Even that program, however, is otherwise reflective of neo-liberal ideology, with 
competitive internal markets that contract public services to the private sector (Swank, 2002: 
232-233), within and outside of the United Kingdom.   
 
Neo-Liberal Social Policies and Poverty Traps 
 
While a neo-liberal revolution in economics defined the Thatcher era, it was Tony Blair who 
completed the revolution in the social arena.  Today, the welfare system in the United Kingdom 
is a mixed contributory and tax-funded model, which is “intended as a general guarantee against 
poverty” (Perry, 2000: 44).  The policy logics underlying this thrust are social inclusion, seen in 
a variety of anti-poverty measures, and social cohesion, demonstrated by an increased focus on 
local community economic development.  These new measures were combined with assistance 
programs aimed at providing security for all.  Education and Employment Secretary David 
Blunkett (2000: 2) explains:   
 

It is vital that we develop patterns of provision which enhance capacity at [the] 
community level, nurturing the social coherence which is every bit as important to 
well-being as raw wealth.  We talk often of social exclusion, but there is a hard-
headed economic imperative here as well.  Impoverished communities are unjust but 
they are also incapable of generating the economic vibrancy and growth which is our 
goal.   

 
New Labour has been somewhat more redistributive in its social policies with regard to the very 
poor by raising the level of social assistance and instituting a minimum wage for the first time 
ever (Schmidt, 2000: 244).  However, this neo-liberal revolution has resulted in the predictable 
development of poverty traps, meaning that the United Kingdom has not escaped the fallout from 
increased earnings inequality, compounded by the growth in the number of lone-parent families 
(Smeeding, 2002a).   
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Ironically, the United Kingdom has one of the highest employment rates among developed 
nations, with 75 percent of adults [defined by the government as women aged 16 to 59 and men 
aged 16 to 64] in work.  Indeed, the number of households where all adults are in work increased 
between 1979 and 1999.  However, the share of workless households – those with at least one 
working age adult but no person employed – jumped from 8 to 17 percent during the same time 
period.  Research indicates that about one quarter of this change is from “a shift in household 
structure toward more single adult households,” while the remainder is due to “a polarization of 
work among households of a given size, producing both more workless and more fully employed 
households” (Brewer and Gregg, 2001: 3; see also Dickens and Ellwood, 2001).   
 
The degree of mobility up and down the earnings distribution also fell sharply between 1978 and 
1994.  In 1988, for example, 37 percent of men in the second lowest earnings decile were still 
there a year later, up from 29 percent a decade earlier.  A confounding factor is what has been 
called the “permanent cost of job loss,” where those receiving unemployment benefits return to 
work on lower wages than in their previous jobs and remain on lower wages for a sustained 
period (of two to three years) after returning to work.  Between 1982-86 and 1992-97, the 
permanent cost of job loss in the United Kingdom rose from 11 to 20 percent for “prime age 
men” (Brewer and Gregg, 2001: 3).   
 
Children are particularly vulnerable in such a situation.  In the United Kingdom, poor households 
are defined as those with incomes (adjusted for household size) of less than 60 percent of the 
national median income, which is calculated before and after subtracting housing costs to 
account for regional variations and differing expenses for homeowners and renters.  Using the 
after-housing-costs benchmark, 4.2 million children (33 percent) were living in relative poverty 
in 1998, versus 1.7 million (14 percent) in 1979, an increase of 19 percentage points, and more 
than 235 percent.  The employment-oriented social policies of the current government of the 
United Kingdom have been developed to deal with these realities.   
 
The Current Welfare Mix in the United Kingdom 
 
In recent decades, the welfare state in the United Kingdom has taken three major turns.  Until the 
1970s, unemployment was seen to be the result of economic dysfunction and class disadvantage, 
and the welfare system was not thought to produce work disincentives.  In sharp contrast with 
this perspective, Margaret Thatcher’s Conservative Government believed that unemployment 
was largely a product of both individual inadequacy and the generosity of the welfare system.  
Benefit levels were therefore reduced, and access was tightened through increased reliance on 
means-tests.  The Conservative attitude towards welfare “served to shift the moral obligation 
from government to the individual, and reduce its legitimacy.”  Prime Minister Tony Blair’s New 
Labour adopted a ‘Third Way’ – the maintenance of a broad safety net, active support to provide 
opportunities for the unemployed, some compulsion for the unemployed, and support to enable 
individuals “to be responsible in taking opportunities for self-reliance” (Perry, 2000: 44-45).   
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Blair emphasizes “rebuilding the work ethic and Christian family values, the negative role of 
passive welfare in perpetuating an underclass” (Perry, 2000: 45) and, in a well-known quote, 
“the social evil of welfare dependency amongst able bodied people.”  He maintains that 
“matching opportunity and responsibility is the only way to obtain consent from the public to 
fund the welfare state.  It has become the new deal for 21st century welfare” (Deacon, 2000: 11, 
cited in Perry, 2000: 45).   
 
Traditionally, the welfare diamond in the United Kingdom was tipped towards employment 
income, with some support for non-participation.  Now it is tilted to participation in employment 
for all, with state support for such participation.  Following the welfare reforms of 1997, greater 
emphasis has been placed on the labour market – through tax incentives, employment bonuses, 
in-work benefits, and individual support to increase employability among both the unemployed 
and low-wage earners who have limited hours of paid work.  Communities also play a larger part 
via partnerships between government, voluntary sector organizations, and employers.  Incentives 
for hiring and in-work training are also available to employers.  Public, private and voluntary 
sector organizations are all involved in providing skills upgrading assistance as well as work 
experience placements, which are aimed particularly at young people at the present time.   
 
This new focus on employability was strongly influenced by the American reforms.  The United 
Kingdom looked to the United States for ideas about ‘welfare to work’ programs and wage 
supplements, and has borrowed heavily from the language of reform used by American 
politicians and commentators (Deacon, 2000).  As a result, payments for Income Support have 
been redirected to a largely parallel program offering a Jobseeker’s Allowance to those who are 
actively engaged in seeking employment or increasing their earned income potential through 
training and skills upgrading.   
 
Yet the past provision of a social safety net for people in need remains influential.  Through 
various New Deal employment and training programs provided for those who claim Jobseeker’s 
Allowance, lone parents, the disabled, people aged 50 and older, and the partners of benefit 
recipients are not compelled to work but, rather, are encouraged to become jobseekers in order to 
access a variety of supplemental programs that help to make work pay.  Young people (aged 18 
to 24) and, most recently, those aged 25 plus, are strongly encouraged to apply for Jobseeker’s 
Allowance, which requires them to participate in supported employability programs through New 
Deal.  Even here, however, there are hardship provisions and exemptions that do not force 
people to comply.   
 
A Complex System in Constant Flux 
 
The welfare system in the United Kingdom today is nothing if not complex.  New programs are 
being introduced on an ongoing basis, old ones are being phased out, and frequent adjustments 
are made to benefit levels.  Despite such upheaval, the state has continued to demonstrate 
compassion in its employment policy by offering far more carrots than sticks.  Most programs 
include differential targeting to specific groups but also offer supplemental benefits based on age 
or family circumstances.   
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There are also “premiums” or “extra elements” in the form of bonus payments, top-up payments, 
or special grants for those deemed particularly vulnerable – the underemployed (who work 16 
hours or less per week), older unemployed men of working age, lone parents, and the disabled.  
While New Deal programs are clearly aimed at the young in order to move them out of poverty 
(and whose earned income will support future social programs), older generations and vulnerable 
populations have not been forgotten.   
 
To provide a more detailed understanding of the various conditions and exemptions that apply, 
as well as the targeting measures and “extra elements” that are in place, Appendix A provides a 
series of policy tables that outline specific programs and their components.  The most significant 
of these programs are discussed below under the headings Ending Welfare as We Know It; A 
‘New Deal’ to Increase Employability; and Eradicating Child Poverty; the latter of which is a 
special focus of the Blair government.   
 
Ending Welfare as We Know It 
 
Policies aimed at increasing employability and at eradicating child poverty serve to mitigate the 
poverty traps that neo-liberal economic policies have created.  Another dimension of this thrust 
is the shift to welfare policies that increase the self-determination of the individual.  This is seen 
in the administrative reforms that offer individualized support to enable people of working age to 
eventually move into the labour market or improve their current market income potential.  As 
well, community and business partnerships support this active policy aim.  Finally, as in the 
United States, there has been a move in the United Kingdom towards asset-based welfare.  This 
emphasis is intended to encourage individuals to provide for their own welfare and, in some 
cases, to foster an equal opportunity for doing so through the initial endowment of assets.   
 
Administrative Reforms 
 
The 1998 Welfare Reform Green Paper called for “an Active Modern Service, providing positive 
help into work and delivering an efficient and straightforward service to everyone – whether they 
are able to work or not.”  One significant change has been the increasingly work-focused nature 
of social assistance benefits, both for the unemployed and those previously considered inactive.  
This has been accompanied by a transfer of responsibilities between departments that reflect the 
way certain benefits are now viewed (Brewer, Clark, and Wakefield, 2002: 35).   
 
For example, Jobcentre Plus is central to the government’s plans for helping people move from 
claiming benefits to taking up work, and is working with government offices as well as local and 
national organizations “whose commitment and expertise will be needed” to ensure that the 
programs are a success (Government of the United Kingdom, n.d.j).  Individualized support for 
people of working age is provided through Jobcentres, whereas Jobcentre Plus offices offer fully 
integrated work and social assistance benefit services.  This administrative shift is ongoing and it 
will take until 2006 to integrate the entire “local office network of Jobcentres and social security 
offices” (Government of the United Kingdom, n.d.n).   
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A second change that increased administrative complexity and is described by Brewer, Clark, 
and Wakefield (2002: 35) as “very much ongoing” is the modernization of the means-tests.  They 
note that “as the Government has expanded the scope of means-tested benefits and tax credits, it 
has promised to reform the way the means-test operates, presumably to reduce compliance and 
administration costs, and try to increase take-up rates.  This shows how the Government is 
prepared to tailor what was a fairly uniform administration of social security benefits to achieve 
its wider goals:  for its preferred target groups of families with children and pensioners, benefit 
administration is modernised and made less cumbersome; for other groups (but not all), benefits 
come with more responsibilities and conditions.”   
 
Community and Business Partnerships 
 
As part of the New Deal employment and training programs, a strong emphasis is placed on local 
partnerships aimed at community economic development.  Local authorities, the voluntary 
sector, trade unions, Learning and Skills Councils, race equality councils, colleges, career 
companies, training providers, and employers are all involved in delivering New Deal programs.  
They are also vital to local marketing activity.   
 
New Deal for Employers provides businesses with access to pre-screened candidates who are 
prepared for work, and sweetens the pot with incentives of up to £75 per week ($168.30 CAD4) 
for business that hire a full-time employee aged 25 or older; up to £60 per week ($134.65 CAD) 
for hiring someone aged 18-24; and up to £750 ($1,683.07 CAD) towards training a young 
person aged 18-24.  As well, Job Brokers throughout England, Scotland and Wales help to match 
New Deal participants’ skills and abilities to what local employers need.  They play an especially 
important role in helping participants in New Deal for Disabled People find work (Government 
of the United Kingdom, n.d.j; n.d.n).  Although this program is geared to employability, it also 
helps to reduce social exclusion and contributes to social cohesion.   
 
Asset-Based Welfare 
 
The United Kingdom has a long-standing National Insurance program, which is the contributory 
portion of its mixed-funding model.  Contributions are paid by employees, the self-employed, 
and employers, as well as on a voluntary basis by those who wish to protect their state pension 
earnings, and by some married women and widows.  National Insurance credits can also be 
accrued by those who are unable to pay.  Entitlements arising from the scheme include 
contribution-based Jobseeker’s Allowance, Incapacity Benefit, State (Retirement) Pension, 
Widowed Parent’s Allowance, Bereavement Allowance, Bereavement Payment, Maternity 
Allowance, Statutory Maternity Pay, Statutory Sick Pay, and Home Responsibilities Protection.  
For details on each of these programs, see Appendix A.   
 
The OECD (2003) reports that “Government pension plans, most of which collect contributions 
from current workers to pay the pensions of current retirees, likely face a funding squeeze in 
many OECD countries as the size of the working age population shrinks and the size of the 
retired population grows.”  This has stimulated additional measures to increase individual and 
family responsibility for creating asset-based welfare through special savings funds.   
                                                 
4 Currency conversions from United Kingdom pounds to Canadian dollars (CAD) are as of September 30, 2003.   
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The Government of the United Kingdom stated in Budget 2002 that it recognizes “the value of 
saving and asset-ownership in providing people with security, comfort in retirement and long-
term independence and opportunity.”  As a result, it announced a Saving Gateway scheme, which 
will provide a “pound for pound Government-funded match for all money saved, up to a limit.  
The Saving Gateway would offer a valuable, transparent financial incentive to kick-start a 
regular saving habit, provided alongside financial education to enable individuals to make the 
right saving decisions” (Government of the United Kingdom, 2003f).   
 
Over 18 months, a maximum of £375 ($841.57 CAD) can be deposited in to a Saving Gateway 
account, at up to £25 per month ($56.11 CAD).  Personal savings can be withdrawn at any time 
but the government matching funds cannot be withdrawn until maturity.  The Government 
contributions will be treated as capital payments for tax purposes and covered by the £7,000 
($15,709.60 CAD) annual capital gains exemption.  If participants exceed their annual tax-free 
capital gains allowance in the year in which they receive the matched funds, the government will 
“top up the matched payments so that the net effect is that they are received tax free.”  There are 
no restrictions on how the funds can be used (Government of the United Kingdom, 2003e), in 
contrast with the Individual Development Accounts that are available in the United States.   
 
Similarly, the creation of a Child Trust Fund was announced in Budget 2003, which provides 
£250 ($561.06 CAD) at birth for all children born from September 2002, and £500 ($1,122.13 
CAD) for children from low-income families.  Parents, family members, friends, and children 
themselves will be able to contribute to the Child Trust Fund, which will be accessible at the age 
of 18 and “could be rolled over into other saving products, reinforcing the lifetime saving habit” 
(Government of the United Kingdom, n.d.c; 2003a).  Both the Saving Gateway and Child Trust 
Fund schemes will be piloted in five locations before broader implementation occurs.  It is 
expected, however, that Child Trust Fund accounts will be widely available by 2005.   
 
A ‘New Deal’ to Increase Employability and Make Work Pay 
 
To address many of the social and economic changes that have taken place in the past 20 years, a 
key policy direction taken by the Labour government since the 1997 general election is the 
employment-oriented package of programs known as New Deal, exemplified by its slogan “all 
kinds of people, all kinds of jobs.”  This comprehensive program to increase employment and 
employability is being implemented in stages by targeting various demographic groups.  There 
are five key objectives to ensure the modernized welfare state functions as a positive element in 
the economy, which will “strengthen the welfare state beyond the provision of a safety net – to 
enable, support and help people take risks as they enter the labour market.”  The five objectives 
of welfare reform in the United Kingdom are aimed at (Blunkett, 2000: 1-2):   
 
1. Ensuring the welfare state and Government serve as an enabling force in the lives of men and 

women, removing barriers and helping them to overcome fear of change, minimise risk and 
seize the opportunities of the new economy for themselves, their families and their 
communities.   
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2. Ensuring it serves as a provider of skills for the economy as a whole, helping individuals and 
communities to develop their capacity but also ensuring that people have the skills that 
employers need:  employability is the watchword for our new economy and the new welfare 
state [emphasis added].   

 
3. Positioning a reformed welfare state at the heart of our economy by increasing flexibility of 

both in-work and transitional benefits, as well as the more traditional safety net, to take 
account of the substantial change in the labour market, working patterns and the challenge of 
globalisation.   

 
4. Ensuring that we maximise the productive capacity of every individual – maximizing 

potential, talent and well-being.  This includes looking further at the patterns of people’s 
working and family lives, and the balance between the responsibilities of individuals, 
families and the State.   

 
5. Updating its role as safety net, including looking at how to ensure people have access to the 

assets they need to be self-reliant and invest in their education and well being:  a hand-up, 
not a hand-out [emphasis added].   

 
Making Work Pay 
 
As part of the ‘new deal for 21st century welfare,’ the United Kingdom has introduced a number 
of financial incentives to help make work pay for those who are immediately able.  On the wage 
front, an independent Low Pay Commission was established to advise government under the 
National Minimum Wage Act of 1998.  As a result, a National Minimum Wage was introduced 
for the first time as of April 1999, which covers all business sectors and all parts of the United 
Kingdom.   
 
There are two levels of National Minimum Wage, a higher hourly rate for workers aged 22 years 
and older and a lower ‘development rate’ for workers aged 18-21 years.  Both have risen in 
steady increments since 1999 and will do so again as of October 1, 2003.  The new adult rate will 
be £4.50 per hour ($10.10 CAD) and the youth rate will be £3.80 per hour ($8.53 CAD), up from 
£3.60 and £3.00 per hour ($8.08 and $6.73 CAD) respectively since April 1999.  A further 
increase to £4.85 and £4.10 per hour ($10.89 and $9.20 CAD) respectively is proposed for 
October 2004 but is subject to prior review by the Low Pay Commission, which will consider 
current economic circumstances.  Consultation is also underway regarding the implementation of 
a minimum wage for workers aged 16-17 years (Government of the United Kingdom, n.d.m).   
 
As another inducement to work, three tax credits were introduced in 1999 but were replaced with 
updated programs in April 2003.  The new Child Tax Credit is income tested but 90 percent of 
working families with children qualify.  It includes a basic family element, a baby addition, a 
child element available for each child in the family under age 16 (or aged 16-18 if in full-time 
study or registered for employment), and a disabled child element that can be claimed for any 
child who is severely disabled.   
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The Working Tax Credit supplements the incomes of families working for pay an average of 16 
hours or more per week and caring for a child, as well as individuals aged 25 or older who work 
on average 30 hours or more per week.  Several extra elements are available, including one for 
workers who log over 30 hours of paid work per week.  The Working Tax Credit Childcare 
Element is available to couples who both work at least part-time and who have a child under the 
age of 15.  A new Pension Credit will be introduced in October 2003 to replace the Minimum 
Income Guarantee currently available to people aged 60 and older, which tops up income to a 
minimum subsistence level determined by the government.   
 
A cornerstone of the United Kingdom’s welfare reforms is the Jobseeker’s Allowance, which 
was introduced in October 1996 to replace Income Support for the Unemployed.  People of 
working age (16-59 for women and 16-64 for men), who are unemployed or working for pay less 
than 16 hours per week, are entitled to apply.  Benefits may be contribution-based, available to 
those who have paid into National Insurance (usually through employment), and are payable at a 
fixed rate for up to 26 weeks.  For those who have not paid insurance contributions, benefits are 
income-based, payable according to what the government considers to be a subsistence income.   
 
Enrollment for Jobseeker’s Allowance provides access to a wide range of supplemental benefits 
that also help to ‘make work pay.’  These include a Back to Work Bonus, numerous Business 
Start-Up schemes, and Employment on Trial, a program designed to give people the confidence 
to try out a new job without loss of benefits if they leave the job voluntarily within a certain 
fixed period.  As well, a Job Grant of £1,000 ($2,244.63 CAD) is paid to those aged 25 and older 
who begin full-time work after collecting benefits for an extended period.  Similarly, a Lone 
Parent’s Benefit Run-On enables lone parents who enter full-time employment to continue to 
collect benefits at the same rate for an extra two weeks.  It also enables them to keep their 
Housing Benefit and Council Tax Benefit for four weeks after starting work or increasing their 
hours to full-time.   
 
Along with the carrots, however, comes a stick.  Based on age and ability, graduated targeting of 
those on Jobseeker’s Allowance is being implemented via New Deal employment and training 
programs.  Claimants aged 18-24 are required to participate in New Deal for Young People, and 
those aged 25 or older who were eligible for New Deal for 25 Plus are now compelled to enroll.  
Although there is a requirement for these Jobseeker’s Allowance claimants to participate in New 
Deal programs, the benefit for doing so is that participation opens up a range of other financial 
incentives and collateral supports.  For example, a Jobmatch Allowance provides New Deal for 
Young People participants with supplemental income for six months after starting paid work of 
16-30 hours per week.  A recent addition to the bundle for mandatory participants is New Deal 
for Musicians, which provides specialized support for claimants aged 18-24 and 25 plus who 
have a serious interest in pursuing a career in the music industry.   
 
All New Deal participants are provided with individualized support.  They must meet with a 
Personal Advisor every two weeks for the first four months they claim Jobseeker’s Allowance, 
which is known as the “Gateway” period.  During a series of personal interviews, Advisors help 
claimants to identify the kind of work sought; develop an action plan for getting that kind of job; 
provide help with applying for work, skills upgrading, and transportation; and identify any extra 
help that may be needed.   
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Following the Gateway period, a Jobseeker’s Agreement will be made for full-time intensive 
help that may include work experience with an employer, a voluntary organization, or the 
Environment Task Force; training for a specific job; courses to develop the skills employers 
want; and practical help with job applications and interview practice.   
 
There are five other New Deal programs in the bundle, which provide specialized support geared 
to the particular needs of each target group.  New Deal for Lone Parents provides financial help 
to cover the costs of finding work, as well as advice on childcare and other benefits to ensure that 
parents are better off in work.  New Deal for Disabled People provides help through Job Brokers 
across the United Kingdom, who help to match claimants’ skills and abilities to what local 
employers need.  With New Deal for 50 Plus, people aged 50 and older can work with a Personal 
Advisor or access a wide range of practical help with job search skills, costs for travelling to 
interviews, work-based learning for adults, and work trials, with extra help for those who are 
disabled.  As well, a Training Grant is also available when starting work, of which £1,200 
($2,693.26 CAD) can be used to improve existing skills and £300 ($673.31 CAD) can be used to 
learn new skills.  New Deal for Partners is aimed at the unemployed or underemployed partners 
of those receiving a range of income assistance benefits, to enable them to seek work or 
undertake training if they so choose.  Finally, New Deal: Self-Employed is available to all New 
Deal participants who seek to start their own business.  Participation in these programs is 
encouraged but optional, at least at present.   
 
Effective Targeting 
 
In their report Five Years of Social Security Reform in the UK prepared for the Institute for Fiscal 
Studies, Mike Brewer, Tom Clark, and Matthew Wakefield observe that the Labour Government 
has maintained support for the welfare state by increasing funding to the universal services that 
the middle classes most care about (notably health and schooling), while at the same time 
increasing the redistributive nature of the financial support provided by the state.  This pattern of 
“something for all but more for the poorest,” which has been called progressive universalism, 
has most often been used to support families with children and for pensioners (Brewer, Clark, 
and Wakefield, 2002: 13).  Means-tested benefit rates have increased far more than other 
benefits, and “increases have been concentrated on specific client groups, most notably the very 
young and the old; some other groups have seen cuts.  Targeting in this way has allowed the 
government to increase benefits both affordably and significantly for its selected target groups.  
Selective income tax cuts, like the children’s tax credit, have also played a part in targeting 
support” (Brewer, Clark, and Wakefield, 2002: 43).   
 
On the other side of the targeting coin, it is clear that young people aged 18 to 24 and most 
recently those in the 25 to 49 age bracket have been targeted for ‘welfare to work’ programs 
through New Deal, although this has been tempered with a plethora of back-to-work incentives 
and employability supports to enable claimants to succeed in employment over the longer term.  
Means-tests for those claiming disabled benefits have also been tightened to induce claimants 
who are physically able (but who have been classified as ‘disabled’ rather than ‘unemployed’) to 
move into employment.   
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Some statistics are available on the number of people moved into employment through New Deal 
programs so far (Government of the United Kingdom, n.d.j):   
 

• New Deal for Young People – This program for young people aged 18-24 began operating in 
January 1998 and was introduced nationally in April 1998.  Between January 2000 and 
November 2002, 414,200 young people moved into jobs, of which 325,000 are sustained and 
88,700 are other jobs.  As well, 70,300 started work in the voluntary sector; 65,000 started 
work with the Environment Task Force; and 127,800 were in full-time training.   

 

• New Deal for 25 Plus – Between January 2001 and December 2002, 135,900 people aged 25 
or older moved into jobs, of which 107,300 are sustained and 28,600 are other jobs.   

 

• New Deal for Disabled People – Between July 2001 and March 2003, 40,708 disabled 
people registered with a Job Broker; 12,449 were helped into work by the program; and 
3,190 achieved sustained employment following Broker assistance.   

 
Given their relatively recent implementation, very little comprehensive evaluation information is 
available on the effects of such programs.  A recent report prepared by the Department for Work 
and Pensions (Evans, et al., 2003), however, examines the outcomes and impacts of New Deal 
for Lone Parents (NDLP) in view of the government’s “target of 70 percent of lone parents being 
in work by 2010.”  About 317,000 lone parents participated in NDLP between October 1998 and 
September 2002.  As a percentage of lone parents on Income Support, the program coverage at 
least doubled over the period and is now reaching over nine percent of lone parents claiming 
Income Support.   
 
Although far from the target of 70 percent of lone parents being in work by 2010, program 
participation appears to “dramatically increase the rate at which lone parents leave benefit.”  
Employment chances were “roughly doubled” for those who took part in the program and, since 
October 1998, 53 percent of participants have exited Income Support and entered work of at least 
16 hours per week.  Lone fathers, teenage and older lone parents, those with ill health and 
disability, and ethnic minorities all had below average employment outcomes, as did lone parents 
with young children and those with large families.  Previous spells on income assistance, and 
working less than 16 hours per week while receiving Income Support were both associated with 
positive work outcomes.  Having a long current spell on benefit, however, was not.  Location 
was also a factor in the success of NDLP participants.   
 
Job quality and the sustainability of jobs gained were generally better for NDLP participants than 
for non-participants, and job satisfaction was higher.  Lone parents highly praised their Personal 
Advisors (who specialize in NDLP) for their helpfulness and competence in providing practical 
and specific help with finding work, accessing training, making the transition to work, and 
maximizing income through available in-work benefits.  The report concludes that NDLP is cost-
effective, and that the “interim analysis suggests an economic gain to society of £4,400 
[$9,873.96 CAD] per additional job, and a net exchequer saving of just under £1,600 [$3,590.53 
CAD] per additional job, and a substantial social benefit” (Evans, et al., 2003: Summary).   
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Eradicating Child Poverty 
 
A policy objective made in 1999 was to end child poverty in the United Kingdom within a 
generation, specifically by the year 2020.  To that end, the Labour Government has increased 
direct financial support to families with children, initiated a Child Trust Fund matching grant 
system to encourage families to save for children’s future needs, created financial incentives for 
parents who are employed, and adopted a much more intensive approach to case management for 
the welfare caseload.  As Brewer and Gregg (2001: Abstract) concluded about the measures 
taken by 2001 to eradicate child poverty:   
 

The Working Families’ Tax Credit (WFTC) is the centerpiece of the financial support 
innovations but there is a broader swathe of welfare reforms which has received less 
attention.  Overall, the U.K. system provides more generous support to the lowest-
income families than is available in the U.S., and recent reforms have directly 
reduced child poverty.  For most households, the reforms have reduced marginal 
benefit deduction rates and increased incentives to work.  Preliminary evidence 
suggests the changes have had greatest effect on single parents.   

 
The ultimate effects on child poverty of the universal Child Benefit and the Child Tax Credit that 
were introduced in 2003 remain to be seen.  However, one concern with the approach relates to 
the transition periods between short-term employment and benefit receipt, especially for children 
in severe poverty.  A study by Save the Children followed 4,000 children from 1990 to 1999 
whose family income was below 40 percent of median British income.  The authors found that 
the “constant switching between benefits and short-term jobs exacerbated family instability, 
income, housing security and general well-being.”  In turn, “children suffered crises in 
confidence, were more likely to be bullied, missed out on activities others took for granted, and 
went without basics such as warm winter coats, stout shoes and proper meals.”  The authors are 
concerned whether the government can meet its targets to eliminate child poverty by 2020 
“without focusing on those in the most severe poverty” (Casciani, 2003: n.p.).   
 
Other Benefits for Families with Children 
 
A range of benefits are available to parents in addition to those previously described.  By and 
large, these are provided in recognition of the value of parenting to society, rather than purely as 
measures to increase employability.  Statutory Maternity Pay, which is paid by employers for 26 
weeks, is available to pregnant women if they are employed and earn enough to be “relevant” for 
National Insurance purposes, even if they do not contribute.   
 
Those who do not qualify for Statutory Maternity Pay may be entitled to claim Maternity 
Allowance, if they are employed or self-employed and earn £30 or more per week ($67.32 CAD).  
As well, a Sure Start Maternity Grant of £500 ($1,122.07 CAD) is paid to low-income new 
parents who receive income assistance benefits.  Another component of the Sure Start program 
provides free early education and childcare for children aged three and four who are living in 
disadvantaged areas, but will be offered universally by March 2004.  The Sure Start childcare 
program is described in Box 3.   
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Box 3 

The Sure Start Childcare Program 
 
Sure Start was introduced in 1998 for children living in disadvantaged areas in order to provide early 
education, childcare, and health and family support as an integrated service.  By March 2004, 400,000 
children will have access to 524 local Sure Start programs.  The program complements the support to 
families with children provided through the Child Tax Credit and local Children’s Centres with:   
 
• £325 million per year ($729.4 million CAD) to help with childcare costs via the Working Tax Credit 

Childcare Element 
 
• Free, part-time early education for disadvantaged children aged three and four, which will be 

expanded to include all children of that age by March 2004 as part of the Foundation Stage of the 
National Curriculum for children aged three to six 

 
• Community-based service delivery through Children’s Centres, which consolidate the links between 

local Sure Start programs, Neighbourhood Nurseries, and Early Excellence Centres 
 
• More childcare spaces, which will reach 250,000 new spaces by March 2006 
 
• Start-up grants for child minders, nurseries and after school activities 
 
• Improved inspection and approval processes for early education and care 
 
• Recruitment and training of people to work with young children 
 
• For parents, better access to information about available services through local Children’s Information 

Services and a national Information Service for Parents 
 
• Stronger links between employment advice and information on childcare “to offer families early 

education, childcare, and health and family support with advice on employment opportunities,” and 
 
• Community partnerships between early education, childcare providers, local Sure Start programs, 

local authorities, schools, social services, health services, and Jobcentre Plus, “all working together 
alongside employers to deliver better provision for children of all ages.”   

 
The Sure Start Unit budget will reach £1.5 billion ($3.4 billion CAD) by 2005/06, which represents a 
doubling of previous funding allocated for childcare.   
 
Source:  Government of the United Kingdom (n.d.).   
 

 
 
The plan to build stronger links between Sure Start childcare services and Jobcentre employment 
services is a clear inducement to encourage parents to improve the lives of their children through 
their own employment.  Moreover, a 2002 government childcare review confirmed that childcare 
can make a positive difference to children, parents and communities by helping to tackle child 
poverty, improving children’s achievements at school, enabling parents to choose work as a 
route out of poverty, improving health, and reducing crime.  The review concluded that there is a 
strong case for the government to invest in new, good quality childcare; that existing services 
should be expanded and should place more emphasis on health and family support; and that 
“new investment in childcare services needs to be backed by strengthening the role of local 
authorities in ensuring delivery” (Government of the United Kingdom, n.d.l).   
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In addition to the childcare component of the Sure Start program, which is soon to become 
universal for three- and four-year-old children, a universal Child Benefit is available, which is 
not affected by income or savings.  This benefit is available to a person raising a child under 16 
(or a 16-18 year-old who is studying full-time or has registered for work or training with Careers 
Service or Connexions Service).  The benefit amount is £16.05 per week ($36.01 CAD) for the 
eldest qualifying child, £17.55 per week ($39.38 CAD) for the eldest child of some lone parents, 
and £10.75 per week ($24.12 CAD) for each other child who qualifies.  Delivery includes in-year 
benefit adjustments for income change and end-of-year reconciliation.  There is a maximum 
benefit for those with little or no earnings, and a diminishing benefit for families at higher 
income levels.   
 
With an income of $20,000 to $30,000 (in 2003 Canadian dollars), there is a gradual reduction of 
the benefit.  Given that 90 percent of families with children qualify for the benefit, “practically 
speaking, there are very few families at upper-income levels, so the ‘universal’ nature of the UK 
child benefit is largely symbolic – both for the government that pays it and for the families that 
receive it” (Mendelson, 2003: 8).   
 
Another benefit, targeted to low-income parents who receive income assistance, is Child Support 
Maintenance, which is designed to help with the cost of bringing up a child when the other 
parent is living somewhere else in the United Kingdom or working for an employer based in the 
United Kingdom.  Payments are based on the income of the absent parent.  Parents who receive 
this benefit may also be entitled to a Child Maintenance Premium, which entitles them to keep 
up to £10 per week ($22.43 CAD) of any child maintenance paid for their child or children, 
without it affecting their benefit entitlement.   
 
An employability incentive is found in the Child Maintenance Bonus, which may be available to 
parents receiving child maintenance payments (paid voluntary or determined by a Court order or 
Child Support Agency) and who stop receiving Income Support or Jobseeker’s Allowance 
because they have entered paid employment.  Other parenting benefits are available in the form 
of a Guardian’s Allowance and a Widowed Parent’s Allowance.   
 
Conclusion 
 
Four years after launching the most significant reforms of the British welfare system to be 
undertaken since the 1940s, Prime Minister Tony Blair (Government of the United Kingdom, 
2001) asserted that:   
 

As a Government, we are committed to extending power, wealth and opportunity to 
the many, not just the few.  To building a Britain in which everyone has the chance to 
make the most of their potential.  Opportunity for all dictates everything that we do as 
a Government.  …  We have already made important strides in extending opportunity 
for all – through improving skills and work, through improving living standards, and 
through improving the quality of public services.  But now we want to add a fourth 
element:  more people getting the benefit of assets and savings, so that we help spread 
prosperity and opportunity to every family and every community.   
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So have important strides been made?  In New Labour’s first two years in power, total real social 
security spending fell from £104 to £102 billion in 2001/02 prices ($233.3 to $228.8 billion in 
2003 CAD) since declining unemployment and rising incomes combined to help reduce welfare 
costs.  Moreover, there were few significant changes in benefit rates.  Since then, however, “the 
story is very different.  …  The increased generosity of benefits came to dominate the path of 
social security spending.  It is forecast to continue to increase in the foreseeable future,” 
increasing the budget from £102 to £119 billion ($228.8 to $266.9 billion in 2003 CAD) by 2004 
(Brewer, Clark, and Wakefield, 2002: 20).  However, average growth over the seven-year period 
from 1996/97 to 2003/04 was just 1.9 percent annually.  By historical standards, this “remains 
extremely low” given that, since the 1940s, social security spending has tended to grow at an 
average annual rate of around 4 percent.  As Brewer and Clark (2003: Abstract) conclude in their 
analysis of The Impact on Incentives of Five Years of Social Security Reforms in the UK:   
 

The incentive to enter work increases for the first earner in families, but for second-
earners in couples the incentive to work has generally been dulled.  Effective 
marginal tax rates have generally increased for workers, in spite of reductions in 
benefit withdrawal rates, owing to the increasing numbers facing means-tested benefit 
withdrawal.  Reforms have reduced the number of pensioners facing very high 
effective marginal rates, but increased the number on moderately high rates.  
Incentives regarding family life have been affected:  partnering has become less 
financially attractive for low-income individuals; having children has become more 
financially attractive.   

 
After five years in power, “the main features of Labour’s welfare policy have become clearly 
apparent.”  These are widespread and significant benefit increases, which are highly selective 
due to more stringent means-tests and targeted support.  As well, although the government “is 
not explicitly committed to reducing inequality, the targets on child and pensioner poverty 
actually commit it to increasing – in relative terms – the incomes of the majority of the poor” 
(Brewer, Clark, and Wakefield, 2002: 43; 7).  Indeed, the United Kingdom National Action Plan 
on Social Inclusion 2003-05 states that “tackling poverty and social exclusion is primarily the 
responsibility of UK authorities, whether central, regional or local” (Government of the United 
Kingdom, 2003h).   
 
The welfare reform policies of 1997 are beginning to demonstrate results, although evaluation is 
a challenge due to ongoing program changes (to wit, the introduction of three new tax credits in 
April 2003 to replace three other credits that were only implemented in October 1999).  Despite 
such challenges, published data from 2000/01 demonstrate the uptake of selected social security 
programs, as shown in Table 1.   
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Table 1.  Receipt of Selected Social Security Benefits in 2000/01, by Family Type 
 

Family Type Percentages of Families in Great Britain Receiving Benefits in 2000/01 
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Pensioners2         

• Couple 5 11 17  99 25 1 100 

• Single          

• Male 13 25 32  98 20 - 99 

• Female 25 30 42  97 20 - 100 

Couples         

• Dependent children 14 7 9 2 - 9 98 98 

• No dependent 
children 4 4 7 1 9 15 - 27 

Single Person         

• Dependent children 75 52 55 1 0 8 97 98 

• No dependent 
children         

• Male 6 10 11 7 - 9 0 22 

• Female 8 10 12 4 0 8 - 23 

All Family Types3 13 14 17 3 24 13 23 58 

Notes:   
1. Incapacity benefit, disability living allowance (care and mobility components), severe disablement allowance, industrial 

injuries disability benefit, war disablement pension, attendance allowance, and disabled persons tax credit.   
2.  People aged 60 and over for females and 65 and over for males; for couples, where ‘the head’ is over pension age.   
3.  Components do not add to the total as each ‘benefit unit’ may receive more than one benefit.   

Source:  Government of the United Kingdom (2003d).   
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In its summary of these findings on program uptake, the Government of the United Kingdom 
(2003d) states:   
 

Benefits are available for a range of needs.  In 2000/01, 58 percent of families in 
Great Britain received some form of social security benefit or tax credit.  Nearly all 
people of pensionable age (women aged 60 and over and men aged 65 and over) 
received a state retirement pension.  In addition, many older people also receive other 
social security benefits such as council tax benefit or housing benefit, particularly if 
they are single.  Many also receive occupational or personal pensions, which they 
have saved for throughout their working lives.  Child benefit is paid for all children 
aged under 16 (or under 19 years and studying up to A level, NVQ level 3 or 
equivalent).  It is a universal payment, not affected by income or savings or National 
Insurance contributions, which is received by nearly all families with dependent 
children.  Single parent families with dependent children are more likely than couple 
families to be receiving some other benefits such as WFTC [Working Families’ Tax 
Credit] or income support, council tax benefit or housing benefit.   

 
According to the government, this approach is also producing “a dynamic and healthy labour 
market.”  The number of people in jobs in 2000 was “the highest it has ever been at 27.8 million, 
and over 900,000 more men and women are in a job than in May 1997.  Claimant unemployment 
is the lowest it has been for 20 years, with the claimant count of unemployed men and women 
down to the levels of January 1980” (Blunkett, 2000: 2).   
 
With respect to the policy logics underpinning the new reforms, security derives from 
employment, in-work benefits, a wide variety of state supported social assistance programs, and 
a move to encourage saving by individuals and families.  Anti-poverty measures, whether 
explicit (as they are for children) or discreet (as they are for seniors) help to promote social 
inclusion.  Inclusion in the community is also encouraged by way of opportunities to work for 
benefits in the voluntary sector or with the Environment Task Force.  Finally, social cohesion is 
being advanced through locally-based community economic development initiatives throughout 
the United Kingdom, in which Job Brokers, businesses, local councils, and other voluntary sector 
agencies are working in partnership with government to increase local employment and respond 
to local economic needs.   
 
In terms of the welfare diamond, the market still has a dominant position in providing for welfare 
and, with employability as the watchword for the new economy and the new welfare state, it is 
becoming increasingly important.  Yet the state is clearly willing to assume a significant role in 
ensuring well-being, via universal as well as targeted programs.  In addition, communities have 
assumed a major role in supporting economic development, primarily through the participation 
of employers and voluntary sector organizations in New Deal programs.  Completing the welfare 
diamond, an increased focus on personal responsibility means that families are being encouraged 
to save for and invest in their own future and that of their children.  However, individuals are 
now being asked to play an increasingly important role in the welfare state in the United 
Kingdom, since those who are of working age and able-bodied are expected to work or train for 
employment in exchange for receiving benefits and other collateral support.   
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4.  Australia – Building a Social Coalition? 
 
As we have seen, economic pressures in the United States and the United Kingdom resulted in 
the redesign of public social protection programs and a renewed emphasis on the market.  In 
contrast, Australia focuses less on social policy in favour of other instruments.  Although many 
neo-liberal reforms have been implemented in the past 10 years, Australia’s historical legacy is 
substantially different from the other two regimes.  By primarily using wage regulation as a form 
of social protection, Australia became known as a “wage earners’ welfare state.”  Hence, 
compared to the other liberal regimes, there is a marked difference in the way in which policies 
in Australia have been designed.   
 
The Australian Welfare State as a Social Experiment 
 
Referring to this difference, the terms ‘social laboratory’ and ‘social experiment’ have been used 
to describe the Australian approach.  Francis G. Castles (1996: 88) refers to the assessment of the 
American scholar M. B. Hammond, who in 1913 declared that Australia was ‘the most notable 
experiment yet made in social democracy.’  Building upon this notion, Castles (1996: 96) states 
that “if it is appropriate to regard the Antipodes [Australia and New Zealand] at the turn of the 
last century as a social laboratory in which state experiments were carried out for the greater 
edification of other nations, the same may be no less true of the last two decades of this century.”   
 
A key feature of this ‘social laboratory’ is Australia’s 80-year legacy of wage-fixing institutions, 
which continue to compress wage differentials today.  A second is the country’s approach to 
social protection based on need, which resulted in means-tested, flat-rate income support that is 
supplemented by payments for dependents.  A related factor in the development of Australia’s 
social architecture was the policy to ensure homes for as many people as possible, particularly 
during the 1950s and 1960s.  This was achieved through subsidized or interest-regulated housing 
loans, which met what was seen as a fundamental need by reducing the costs of a huge living 
expense for what is now today’s generation of older Australians (Castles, 1996: 91).   
 
The Effects of Wage Regulation 
 
In 1950, Australia’s per capita GDP was the fifth highest in the world and the country enjoyed 
full employment from 1950 to the mid-1970s.  Those who depended on state benefits, however, 
had to exist at a subsistence level (Castles, 1996: 89).  A state-regulated minimum wage subject 
to court arbitration and favourable tax conditions existed in an environment of Keynesian 
demand management and the protection of local industries.  The wage regulation system also 
ensured sick leave (Huber and Stephens, 2001; and Swank, 2002).  The historical context is 
described by Castles (1996: 92):   
 

The Australian Court of Arbitration suggested that a ‘fair and reasonable wage’ was 
one which met ‘the normal needs of the average employee regarded as a human being 
living in a civilized community.  …  Since the ‘average employee’ of the time was a 
male, and since his ‘normal needs’ included his domestic responsibilities, a ‘fair 
wage’ was very rapidly defined as a wage sufficient to support a wife and two or 
three children.  In this sense, the notion of the ‘family wage’ has been at the heart of 
Antipodean social and wages policy since the first quarter of the century.   
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Financial deregulation and the diminishment of external protection barriers put pressure on 
Australia’s traditional wage earners’ welfare state (Castles, 1996:  99-100).  In the late 1970s, the 
Liberal government of Malcolm Fraser initiated limited neo-liberal welfare reforms, which were 
pushed somewhat further in the 1980s and 1990s by the Australian Labour governments of Bob 
Hawke and Paul Keating.  The push to reform was precipitated by “pressures associated with 
globalization – a collapse in the 1970s ‘resources boom,’ growing dependence on international 
capital markets, and a concern for declining international competitiveness – in conjunction with 
domestic socio-economic and political forces” (Swank, 2002: 239-240).   
 
The most significant reform evolved from 1985 to 1995, when ‘social corporatist bargaining’ 
between the Australian Labor government and the Australian Council of Trade Unions (ACTU) 
resulted in the development of The Accords.  In them, “wage restraints and other concessions to 
enhance competitiveness-oriented restructuring of the economy (e.g., the acquiescence to partial 
enterprise bargaining) was exchanged in centralized bargaining between the Labor government 
and ACTU for increases in the social wage and the new pension and health care programs” 
(Swank, 2002: 242).  The Accord mechanism, together with traditional arbitration machinery, 
has protected minimum-wage levels and working conditions, despite a “progressive shift towards 
more decentralized, enterprise-based, wage-setting” (Castles, 1996: 104-105).  Tax structures 
also sought to address wage inequality.   
 
Nonetheless, an emerging trend over the past 15 years is greater wage inequality, which is 
attributed to “the progressive disappearance of the middle of the income distribution, as part-time 
employment at low wages has been substituted for full-time jobs at standard wage rates” 
(Castles, 1996: 100).  As well, even though the arbitration system was used in the 1960s and 
1970s to promote equal pay for women, Australia has not escaped the effects of changing family 
structures.  Such changes have increased the percentage of lone-parent families, who face a high 
risk of poverty.  Child poverty rates are not as high as those in the United States or the United 
Kingdom, but they are significant.  The poverty rate for Australian children is 35.6 percent in 
lone-parent families and 8.8 percent in other families (UNICEF, 2000: 10).   
 
The legacy of wage regulation in Australia, which compressed wage differentials, is discussed by 
Peter Whiteford and Gregory Angenent (2001: 80), who find that:   
 

Australia has a relatively high minimum wage.  The ratio of the minimum wage to 
median full-time earnings in Australia in 2000 was 57.9 percent, the second highest 
(after France) of 20 OECD countries.  …  However, this ratio had declined somewhat 
in Australia since the mid-1980s (from 64.6 per cent in 1985), when Australia had by 
far the highest minimum wage of these OECD countries.  The gender-wage gap is 
also comparatively low in Australia.  In 1999, the difference between male and 
female median full-time earnings was 14.3 percent (of male median full-time 
earnings).  Australia has the fourth lowest gap of 24 OECD countries.   

 
In short, the research evidence demonstrates that, even very recently, Australia has a less unequal 
distribution of income from earnings than the vast majority of OECD countries.  Moreover, the 
state intervened only when wages could not provide adequate income.  This explains why social 
expenditure schemes in Australia have “tended to be selective and laggard, and why the tax state 
has been both small and redistributive in emphasis” (Castles, 1996: 93).   
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The Current Welfare Mix in Australia 
 
The legacy of providing for well-being through a ‘fair and reasonable wage’ meant that Australia 
developed a social assistance model that is based on need.  As in the other liberal regimes, some 
programs now operate under the insurance principle.  However, most programs are funded from 
general tax revenues, rather than employee-contributed social security and payroll contributions.  
Moreover, with a single national system that categorically targets social assistance to everyone 
who is unemployed or faces specific barriers to employment, most programs in Australia employ 
the principle of universality.   
 
The Insurance Principle 
 
Australia’s occupational superannuating pension and health care program, negotiated as part of 
The Accords, operate according to the insurance principle, at least to some extent.  Australia’s 
national health care program, Medicare, uses a mixed tax and contributory model that is jointly 
financed through a special tax levy, the Commonwealth Government’s general revenues, state 
government revenues, and contributions from patients (Whiteford and Angenent, 2001: 7).   
 
Australia introduced a compulsory superannuating pension in 1992, prompted by a concern to 
reduce long-run demands on the government’s means-tested pension scheme (which is provided 
in addition to the income support available to men aged 65 and older and to women over 61.5 
years).  This compulsory pension covers more than 80 percent of the workforce.  It is financed 
by an 8 percent contribution from employers (that will rise to 9 percent), which accumulates in 
individual accounts (Whiteford and Angenent, 2001: 1).  As a result, the rise in government 
expenditures for age pensions is now expected to be less than two percentage points over the 
next 50 years (Saunders, 2002: 32, citing ACG, 2002b: 5).   
 
The Principle of Universality 
 
In view of its overall structure, the Australian system is often called a social assistance model.  
Income support is not related to previous earnings and it is not time-limited.  Payments are 
categorical and apply to the aged; people with disabilities; those caring for people with 
disabilities; the unemployed; lone parents; those with short-term sickness; and war veterans.  The 
benefits are usually subject to an income and assets test but are generous when compared to the 
means-tests applied to social assistance in other OECD countries.  The relatively relaxed income 
tests allow for the combination of income support with part-time work, and even with full-time 
work for some lone parents (Whiteford and Angenent, 2001: 1).   
 
Supplementary payments are available for families with children.  These provide support for 
about 80 percent of all families, with higher benefit levels for those who are receiving primary 
income support benefits or working in low-paid jobs.  There is also a maternity allowance; cash 
payments for low- and middle-income parents who are caring for children; help with childcare 
costs; benefits provided through the taxation system; and assistance with housing costs for 
renters (Whiteford and Angenent, 2001: 1).   
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The reforms of the past decade in the Australian social assistance model include:   
 

• Increased coverage and extensions to eligibility for carers of elderly and disabled people, 
families who are dependent on low-wage employment 

 

• Increased payments through substantial increases in family payments and rent assistance, and 
the regular indexation of virtually all payments to the Consumer Price Index 

 

• Increased emphasis on targeting payments to those in need 
 

• Introduction of active society measures, based on the concept that all people have the right to 
participate in society to the maximum extent possible 

 

• Promotion of mutual obligations requiring people in receipt of unemployment payments to 
give something back to the community in return for the support they receive 

 

• Simplification of assistance for families and reform of the tax system, providing for reduced 
marginal tax rates, an increased ‘tax free’ threshold, and the introduction of the GST, and 

 

• Designing payments to provide families with more support, to better enable them to balance 
workforce participation and childrearing responsibilities.   

 
For the most part, the Australian model operates according to the principle of universality since 
payments are non-contributory.  Increased targeting to those in need, however, suggests that 
progressive universalism is taking hold.  One example is found in the Family Tax Benefits Parts 
A and B, which are universal to taxpayers.  These benefits are progressive, and are phased out 
entirely at higher incomes (about 1.5 times the median income).  The Family Tax Credit B is 
similar to the Canadian ‘spousal equivalent tax credit.’  It is fully refundable and available to all 
families with a single earner, but pays higher benefits to families with children than to those 
without.  In 2000, an Australian family with two children and an income of $56,000 to $58,000 
was entitled to child benefits of $1,874 [all in 2003 Canadian dollars] (Mendelson, 2003: 3-4).   
 
The ‘Australians Working Together’ Reform Package 
 
Despite a decade of economic growth in Australia, the number of working age people on income 
support has grown.  In December 2001, approximately 2.8 million Australians under 65 years of 
age were on income support – over 20 percent of all working age Australians.  People older than 
50 and lone parents were the groups most likely to be on payment for a long time.  Spending on 
income support payments for people of working age reached $23 billion in 2001/02, which was 
14 percent of Commonwealth revenue and 3.2 percent of Gross Domestic Product.   
 
Compared with other OECD countries, Australia also has a high rate of family joblessness.  
Approximately 850,000 children live in 435,000 workless households (ACG, 2002c).  In 
response to these challenges, the Australian Commonwealth Government (ACG) announced the 
program Australians Working Together in its 2001/02 budget.  The package is the culmination of 
extensive study and widespread public consultation on Australian welfare reform.   
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The process commenced on October 29, 1999 and the final report, Participation Support for a 
More Equitable Society, was released in July 2000.  The report is widely referred to as the Final 
McClure Report, named for the Chairperson of the Reference Group.  Recommendations from 
the Reference Group’s interim report, along with those arising from community consultations, 
form the core of the recent package.  After release of the Interim McClure Report, the Reference 
Group received over 300 written responses, as well as verbal feedback from income support 
recipients, businesses, and community representatives (Reference Group on Welfare Reform, 
2000a).  Following the announcement of the details of Australians Working Together, forums 
were held in 43 locations throughout Australia, and over 90 written submissions were received 
on the proposed reforms (ACG, 2002c).  Implementation of the current Australians Working 
Together legislation continues into the fall of 2003.   
 
The Hon. Senator Jocelyn Newman (1999: 9-10), Minister for Family and Community Services, 
identifies two key principles of the new Australian welfare reforms:  (1) “creating opportunities 
for people to increase self-reliance and capacity building, rather than providing a passive safety 
net,” and (2) understanding that “good economic policy is good welfare policy.”  Australia 
therefore seeks policies and strategies that strike a better balance between providing a strong 
safety net and employing people.  To do this, Newman sees a need to actively aim to build a 
social coalition among all levels of government, business, and local communities.  Moreover, 
there is a need to move people toward self-sufficiency and, to do that, people’s capacities and 
potentials need to be uncovered.  The focus is not on benefits per se but instead on policies that 
encourage and support people as individuals.  While the package includes financial incentives to 
help ‘make work pay,’ there has also been a tightening of eligibility criteria for social assistance.   
 
In November 2002, Prime Minister John Howard identified two core values that are important to 
Australians – the belief in a fair go and the belief in individual responsibility – and asserted that 
government policies should be derived from those values.  Peter Saunders5 (2003: 3) believes 
that the “idea of ‘a fair go’ is consistent with the meritocratic ideal that people in similar 
situations should be treated in similar ways, and that everybody should enjoy the opportunity to 
make the best use that they can of their talents.”  Indeed, the discussion document Building a 
Simpler System to Help Jobless Families and Individuals (ACG, 2002c) explicitly identifies self-
reliance and social inclusion as the two primary objectives of the welfare system.  Within this 
system, community concerns for ‘fairness’ and ‘compassion’ must be balanced with concerns for 
‘self-reliance’ and ‘individual responsibility.’  Thus, “a welfare system that hopes to retain 
popular legitimacy will need to show compassion for those who cannot support themselves, 
while demanding self-reliance from those who can” (Saunders, 2003: 6).   
 
The Australian Commonwealth Government (2002a) repeatedly emphasizes that “a key feature 
of Australians Working Together is that it seeks to strike the right balance between incentives, 
obligations and assistance in order to modernise the current income support system.  It takes 
account of individual circumstances in order to help people to achieve independence.”  With this 
as an objective, it becomes obvious why the goals of social reform in Australia are long term.  
The Final McClure Report estimates that it will take about 10 years to implement all of the 
strategies planned.   
                                                 
5 Peter Saunders is Director for Social Policy Programmes at the Centre for Independent Studies, an Australian 

public policy think tank.  He is a vocal critic of social programs who is known for his strong neo-liberal views.   
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A primary goal of the reform is to promote social inclusion by increasing access to both social 
and economic participation.  Social participation is related to active citizenship and is explicitly 
intended to enhance social cohesion (Reference Group on Welfare Reform, 2000a).  The first 
stage of the welfare reform process features the introduction of a new Working Credit scheme, a 
Training Credit system, and a Language, Literacy and Numeracy Supplement.  Through the 
introduction of Personal Advisors in Centrelink offices, it also includes significant enhancements 
to service delivery for parents, the mature aged, and Indigenous jobseekers.  There are new 
employment, education and training opportunities, as well as increased funding for childcare that 
is provided outside of school hours (Whiteford and Angenent, 2001: 91).  It also provides the 
largest ever increase in funding for employment services for people with disabilities, who will 
have extra opportunities for education, training and employment.  The budget commitment for 
the first set of reforms is nearly $1.7 billion over four years (ACG, 2002a).   
 
Making Work Pay 
 
Although Australia is currently highlighting the building of individual capacity through social 
partnerships, it also sees the benefit of participation in the labour market for those who are 
immediately able.  As part of its employability strategy, the government has introduced a number 
of financial and collateral incentives designed to help make work pay.  For example, rather than 
targeting programs only to those who are unemployed, people who work for low income are also 
included.  Such incentives have been coupled with changes to the tax system, so that effective 
marginal tax rates have been reduced for low- to middle-income families (Newman, 1999: 8; and 
Whiteford and Angenent, 2001: 2; 92).   
 
Many incentives to work were present prior to the Australians Working Together reforms.  The 
Australian government wanted to establish better incentives for people receiving social security 
payments so that work, education and training were rewarded (Newman, 1999: 9).  Rather than 
providing employment-conditional tax credits, Australia provides in-work ‘top-ups’ through 
mainstream family assistance programs.  The contingency is based on the level of income, not on 
work status.  The rationale is to provide a smooth transition into low-income work and to 
improve the financial return of working.   
 
Supplements are provided for low-paying full-time and part-time work, the latter of which is 
included because the government believes it is a pathway to more substantial work and increased 
self-support.  Those working in low-paid employment may also receive associated benefits such 
as Health Care Cards and Tax Rebates.  Combined with adjusted income withdrawal rates, these 
measures have been successful in encouraging people to undertake a more substantial level of 
part-time work and eventually move off payment altogether (Reference Group on Welfare 
Reform, 2000c: 88-89).  The Working Credit contained in the Australians Working Together 
legislation (to be implemented on September 20, 2003) will encourage people who are receiving 
income support to take up employment by allowing them to keep more of their income support 
when they work.  This initiative is similar to earlier changes made to the pre-existing Youth 
Allowance, which removed disincentives for young people to study and increased incentives for 
them to work.  More than $506 million is being put towards the Working Credit alone – almost 
one-third of the total funding for Australians Working Together (ACG, 2002a).   
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Along with the Working Credit, a new Training Credit scheme and a Language, Literacy and 
Numeracy Supplement will be introduced at the same time.  The supplement will provide support 
to people while they undertake activities that can improve their employment prospects, and was 
designed in response to Australia’s steep migration rates.  High levels of post-war migration saw 
the population increase from 7.4 million in 1945 to 19.2 million in 2000.  Indeed, “among OECD 
countries, Australia has the second highest share of foreign-born in the population” at just over 
21 percent, whereas most of the developed OECD countries have an immigrant share of less than 
10 percent (Whiteford and Angenent, 2001: 11).   
 
Employment-oriented social policy often covers the costs associated with working as well as the 
initial wait for salary.  In Australia’s current system, an Entry Payment is awarded to people 
when starting employment or leaving income support.  In addition, wage subsidies are available 
to supplement low incomes for various categorical groups.  At the discretion of Job Network 
members, wage subsidies are available through the JobStart Program.  The Job Network is a 
national network of private, community and government organizations that help find jobs for 
unemployed people, particularly the long-term unemployed (ACG, n.d.).   
 
There are also specific wage subsidies available to employers who hire people with disabilities or 
Indigenous peoples.  However, “evaluations suggest many subsidies suffer from dead weight loss 
and displacement effects but are justified both on equity and efficiency grounds for particularly 
disadvantaged people, as they increase the likelihood of such jobseekers gaining employment” 
(Reference Group on Welfare Reform, 2000c: 90).   
 
In terms of collateral benefits, the Commonwealth Childcare Program exists to help ‘make work 
pay’ for those with children.  A Childcare Benefit aimed at low- to middle-income families can 
be paid directly to childcare service providers or to eligible families (Whiteford and Angenent, 
2001: 9-10).  As well, the Australians Working Together package is funding 5,300 additional 
childcare spaces through the program Outside School Hours Care.  These programs complement 
the financial incentives available through the Family Tax Benefits Parts A and B, which were 
discussed previously.   
 
Effective Targeting 
 
The Australians Working Together reforms presently limit the targeting of benefit recipients for 
compulsory labour force participation, preferring instead to gradually develop the capacity of 
individuals so as to improve employability and increase sustained labour force participation over 
time.  An example of this strategy is found in the Parenting Payment program.  Claimants must 
work with a Centrelink Personal Advisor to create a Participation Agreement in order to receive 
benefits.  Parents with a youngest child aged 13-15 years are required to do up to 150 hours of 
part-time activity over six months, which equates to only six hours per week.  Those with a 
youngest child aged 6-11 are merely required to have an annual interview with Centrelink to help 
them plan for their return to work ‘in the future.’  Similarly flexible participation requirements 
have also been introduced for NewStart Allowance claimants aged 50 or older.   
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Despite the underlying aim to develop individual capacity over time, efforts have been made to 
restrict other benefit entitlements in the short term – with mixed results.  A recent bill was 
introduced to tighten eligibility requirements for people seeking to claim a Disability Support 
Pension (DSP).  It proposed to limit eligibility to only those claimants assessed as incapable of 
working 15 hours per week, instead of the current threshold of 30 hours.  The move generated 
heated debate and the bill was ultimately rejected on July 1, 2003.  Some light was shed on the 
controversy that surrounds this targeting measure by the Mental Health Co-ordinating Council 
(2002: n.p.), which reports that the proponents of targeting believe the economic and social costs 
of the DSP are unsustainable due to the rapidly increasing number of recipients and that 
“Ministers have also implied that some DSP consumers are welfare dependent and that others are 
exploiting the system and do not have a genuine or serious disability.”  The Council notes that 
this position conflicts with the McClure Report, which stressed the importance of maintaining 
current benefit levels and recommended the introduction of a “participation supplement, which 
would increase benefits to recipients with participation requirements.”   
 
Policy analysts also debate the merits of targeting.  Newman (1999: 9) contends that the system 
needs to be more effectively targeted so it remains affordable and sustainable.  In contrast, while 
acknowledging that total social spending in Australia is at the low end of the scale in developed 
countries, Whiteford and Angenent (2001: 92) maintain that spending restraint has already been 
achieved by targeting assistance to low-income groups.  They fear that increased targeting “may 
cut into the political popularity of welfare, as middle- and higher-income individuals perceive 
themselves as paying taxes for benefits they do not receive.”  There is already less ‘middle-class 
welfare’ in Australia than in all other developed countries.  Moreover, higher-income groups get 
less from government social spending than in nearly any other OECD economy.   
 
Despite such debates about targeting, recent reforms have not tightened eligibility criteria in any 
substantial way.  Some analysts conclude that Whiteford and Angenent (2001: 92) conclude that 
this is the right move since “Australia already has a comparatively very highly targeted social 
security system, and a tax system with a nominally high progressive structure.”  Moreover, the 
design features of the Australian welfare system make it difficult to cut spending any further 
without jeopardizing core objectives, such as adequacy, or exacerbating undesirable ‘poverty 
traps.’  They suggest that “perhaps the Australian Government was mindful of this potential.  
More probably, it is the Government being consistent with its goal to encourage social and 
economic participation rather than enforce it.”  The debate about targeting will no doubt 
continue, given that issues related to the further tightening of eligibility requirements for income 
support are among those raised in the government’s current discussion paper, Building a Simpler 
System to Help Jobless Families and Individuals (ACG, 2002c).   
 
Mutual Obligations 
 
There are contrasting interpretations of what ‘a fair go’ means for Australia – the fair and 
equitable distribution of benefits to those in need versus fairness expressed as reciprocity for the 
receipt of public assistance.  Focusing on reciprocity, in June 1998, the OECD Social Policy 
Ministers agreed to “promote an appropriate balance in rights, responsibilities and opportunities 
between government and individuals, families and communities” (OECD, 1998: 2, cited in 
Reference Group on Welfare Reform, 2000a: 91).   
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The OECD stated that the idea of making income support conditional on some sort of activity by 
the recipient is an integral part of social policy development.  In Australia, this reciprocity is 
called mutual obligations.  Ensuring that social obligations apply to everyone is an important 
principle for the Reference Group on Welfare Reform (2000a).  While individual choice is a 
priority, there is a growing emphasis on obligations and responsibilities as well, as the lead 
Minister for the reform initiative explains (Newman, 1999: 10):   
 

The income support system needs to be refocused on participation, emphasising the 
principle of mutual obligation and recognising the contributions that all people can 
and do make to society.  A modern society must embrace the belief in individual 
potential.  It should promote personal responsibility to support oneself and/or 
contribute to the community in other ways.  Those of us who can contribute to the 
community should be encouraged and expected to do so.   

 
With a nod to egalitarian principles, however, Newman acknowledges that Australians are not 
willing to impose strict and severe sanctions for non-compliance.  Since the primary goal of the 
new reforms is the self-determination of the individual, imposing sanctions would only serve to 
undermine that freedom.  An acceptable compromise is to “provide people with choice about the 
types of social and economic participation they engage in.  But these should be informed 
choices, informed by expert advice and guidance, and focused on avoiding welfare dependency” 
(Newman, 1999: 10) [emphasis added].   
 
During the Australians Working Together consultation process, respondents wanted to ensure 
that participation requirements were flexible.  Consequently, the legislation has protections built 
into it such that the circumstances of individuals are taken into account before any breach of 
program requirements is penalized.  It also considers the fact that individuals may breach the 
rules simply because they do not understand the rules they are supposed to follow.  An example 
of this approach is found in the Personal Support Programme, which is aimed at vulnerable 
populations such as the homeless, those who are drug or alcohol dependent, and the mentally ill.  
It provides early intervention for such disadvantaged jobseekers, whose breaches can be waived 
upon entering the program (ACG, 2002a).   
 
It is clear from this analysis that an overarching goal of the policy reforms set out in Australians 
Working Together is to minimize social and economic exclusion.  The Final McClure Report is 
also clear that a social support system should optimize the capacity for participation.  Indeed, the 
Reference Group on Welfare Reform (2000a: Overview) has extended that concept beyond its 
traditional focus on economic participation, labour force status, and financial self-support:   
 

It is not possible, and probably not desirable, to draw a clear line between those 
activities that could be classed as economic participation and those that constitute 
social participation.  Paid work has social value and unpaid work has clear economic 
value.  All activities that build relationships with others have both economic and 
social dimensions and should be encouraged and supported.   
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This enlarged view of what constitutes mutual obligations is a cornerstone of the government’s 
new welfare reforms.  While unusual in liberal states, this shift to broaden the definition is 
consistent with Australia’s history as a land of social experimentation.  However, since this 
approach is experimental, the contrasting views about the Australian notion of ‘a fair go’ are 
likely to remain contentious and, therefore, are certain to have an impact on future reforms.   
 
Individualized Support 
 
Service delivery aimed at developing individual capacity is not without cost.  An additional 400 
Personal Advisors will start work in Centrelink offices when the new reforms come into effect in 
September 2003.  The original role of such advisors – and one that continues – was to encourage 
and facilitate a return to work through an individualized plan.  This includes providing assistance 
with childcare, training, Job Network referrals, and financial assistance for students.  They also 
provide information, advice and referrals to government, as well as community assistance.  The 
reforms contained in Australians Working Together takes this support a step further.   
 
Four ‘pathways’ are now set, with support aimed at different target groups (ACG, 2002a).  The 
Job Search Support Pathway is aimed at the job ready, whereas the Intensive Support Pathway is 
designed for people at risk of long-term unemployment.  The Community Participation Pathway 
is aimed at people who have severe or multiple barriers to employment, and who therefore may 
not benefit from employment services.  Finally, the Transitional Support Pathway is aimed at 
parents and older job seekers who are returning to the workforce.  Since they may have spent 
long periods of time on income support, they may require help with updating their skills.   
 
The new Personal Advisors will also extend the Jobs, Employment, Training (JET) program by 
helping people who receive income support through a NewStart Allowance, Partner Allowance, 
Youth Allowance, Parenting Payment, Widow Allowance, or Mature Age Allowance (for those 
aged 50 to 65 in receipt of a NewStart Allowance).  They will also begin to work with Indigenous 
Australians who are claiming either a NewStart Allowance or a Youth Allowance.  Claimants will 
be able to obtain various levels of assistance through different pathways as their circumstances 
change.  The philosophy here is to cater to the holistic needs of individuals.   
 
Redesigning Welfare 
 
The Australian Commonwealth Government is attempting to change how well-being is achieved 
by encouraging independence and personal responsibility.  This was shown by the inclusion of 
‘mutual obligations’ as part of its efforts to help make work pay.  As part of its long-term reform 
strategy, it also aims to promote the voluntary development of asset-based welfare.  Finally, 
within its current set of reforms, the government is launching a unique venture designed to create 
a social coalition that is intended to engage all Australians in the welfare reform process.   
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Asset-Based Welfare 
 
The Australians Working Together reform package includes a long-term strategy to promote the 
habits of independence and personal responsibility.  As part of this aim, Australia seeks to 
increase the proportion of welfare provided by the accrual of personal assets, but does not wish 
to do so by implementing compulsory savings plans.  One question is whether individuals will 
voluntarily begin to provide for their own well-being by saving for the future.  The emphasis on 
voluntary participation stems from a libertarian belief that when the state requires anyone to 
contribute to savings plans, such as pensions, it undermines both individual competence and the 
self-management that such schemes are supposed to support (Saunders, 2002: 35).   
 
Despite such misgivings, Australia introduced its compulsory superannuating pension in 1992, 
which was discussed earlier.  For some, 10 years of experience with compulsory pension savings 
has laid the groundwork for the emergence of a broader compulsory savings strategy.  The key 
factor here, however, may be whether Australia is able to introduce more asset-based welfare of 
any kind, since saving first requires employment.  Australia’s regulated labour market “may not 
be capable of generating the number of new, generally low-skill, jobs that would be required to 
match America’s record in getting welfare claimants off benefits and into work.  It is therefore 
imperative that any radical welfare reform should be linked to further liberalisation of labour 
markets” (Saunders, 2002: 37).   
 
Building a Social Coalition 
 
As one means to solve long-term problems like dependency, the Australian Commonwealth 
Government is trying to establish a social coalition with the individual, families, communities, 
business, and government as partners.  In order to increase opportunities, there is a need to 
collectively build community capacity by, for example, fostering micro-businesses, community 
business partnerships, and entrepreneurship.  All parties have defined roles and responsibilities.   
 
The major obligation of the state is to optimize the conditions needed for economic growth and 
to sustain employment.  This effort will include additional government resources in its formative 
stages.  The obligation of the individual is to take up these opportunities.  One example of how 
this shift will be supported is through the Prime Minister’s Community Business Partnership, 
which was formed in 1999.  Prominent Australians from the business and community sectors 
were appointed by the Prime Minister to provide the government with efficient and long-term 
solutions to community issues.  The goal is to create greater social cohesion and move away 
from a top-down approach to community development.  Prime Minister Howard put it this way:  
“Working in Partnership not only has the potential to enrich people’s lives but can also deliver 
tangible results for all Australians.  Community and business partnerships are a driver to 
accomplish better outcomes than any group acting alone could achieve” (ACG, 2003b).   
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As described on the program Web site, the Prime Minister’s Community Business Partnership 
has the following goals (ACG, 2003b):  (1) encourage companies to identify and generate 
opportunities for people with disabilities, mature age people, Indigenous Australians and parents 
returning to work; (2) promote a range of opportunities to increase business and community 
partnerships at the local level; (3) progress a national framework of triple bottom line reporting; 
(4) develop an online clearinghouse for ideas, case studies and information on partnerships; and 
(5) establish an Australian Employers’ Forum to improve employment opportunities and access 
for people with disabilities.  The Partnership has also been an active participant in creating a 
number of new tax incentives for philanthropy, which are set out in Box 4.   
 
 
 

Box 4 
Tax Measures to Encourage Philanthropy 

 
A suite of taxation measures has been developed by the Prime Minister’s Community Business 
Partnership to encourage philanthropy by individuals, families, and businesses.  If successful, the role of 
community in welfare reform could be enhanced.  The initiatives are:   
 
• Workplace Giving – Employees can make regular charitable donations at work through a program 

established by their employer.  Immediate tax benefits are received by the employee for the 
contribution and the charity saves on administration costs.   

 
• Private Charitable Funds – This new trust provides an opportunity for businesses, families, and 

individuals to initiate their own philanthropic trust.  Donations made to the trust are tax deductible.   
 
• Averaging Provisions for Donations of Property – As of July 2002, a tax deduction is allowed to 

individuals and businesses who donate property over $5,000 in value to any charity or organization.  
There is an emphasis on donations of property for health, medical research, and education.  The 
income tax deductions for this donation may be spread over a period of up to five years.   

 
• Deductions For Cash – Deductions for cash donations made to charities in installments may be 

spread by the taxpayer over a period of up to five years.   
 
• Gifts of Property – This applies to certain gifts of property to cultural, environmental, and heritage 

bodies.  Deductions for gifts can be spread over a period of up to five income years and the previous 
capital gains tax impost will not apply.  This measure maximizes the appreciated value of a gift for tax 
deduction purposes.   

 
Source:  Australian Commonwealth Government (2003b).   
 

 
 
It must be asked, however, whether encouragement and facilitation alone will lead to significant 
levels of participation, especially among members of the business community.  The Interim 
McClure Report (Reference Group on Welfare Reform, 2000b: 95) speaks to this issue:   
 

One key lesson about encouraging corporate community involvement is the need to 
shift the issue from a paradigm of ‘social welfare’ to one of ‘community economic 
development.’  Formulated in this way, it becomes much more obvious that business 
has a key role to play in partnership within community.  Corporations are intimately 
involved in community development, whether as employers or as providers of goods 
and services.   
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This paradigm shift will ultimately have to be made by all of the partners that are included in the 
social coalition – individuals, families, businesses, communities, and governments.  Whether this 
interesting social experiment will succeed or not, however, remains to be seen.   
 
Conclusion 
 
With the pending introduction of new reforms set out in Australians Working Together, Australia 
has chosen to develop a long-term solution to welfare dependency and social exclusion, which 
will be gradually introduced over a period of 10 years.  Leading up to its implementation, 
however, a number of other liberal reforms were put in place, many of which involved targeting 
in order to help reduce the welfare rolls.  As we have seen, the current Australian system is not 
without its critics (Saunders, 2003: 6):   
 

The proportion of working-age adults receiving social security payments has 
mushroomed from 11 percent in the mid-sixties to 27 percent today.  Some of this 
increase is accounted for by new and more generous supplements to low and part-
time earners, but at least 14 percent of working-age adults are almost wholly 
dependent on welfare payments today as compared with just 3 per cent forty years 
ago.  A system which has increased welfare dependency from 1 in 33 to 1 in 7 of 
working-age adults during a period when living standards have more than doubled is 
not a system that is successfully promoting self-reliance.   

 
Moreover, Australia is thought by some to have an “absurd tax position,” where taxes are so high 
that money is taken away from low-income people, only to be given back to them in welfare 
payments (Saunders, 2003: 6).  Despite such criticisms, it has been argued that some people need 
to be developed in ways that are not related to economics.  The long-term approach to the 
development of the individual proposed in Australians Working Together adopts this type of 
individual development strategy.  Although it will take a significant amount of time to bear fruit, 
this plan may ultimately lead to greater, sustained employment in the long run.   
 
As part of its overall welfare reform strategy, Australia has undertaken an innovative and unique 
endeavour in an attempt to build a social coalition comprised of individuals, families, businesses, 
communities, and government – all working in partnership.  Given the recent introduction of 
Australians Working Together, with its long-term goals and promise of ongoing consultations, it 
may well be years before analysis will be able to prove or disprove its relative merit.   
 
With respect to the policy logics underpinning the new reforms, security derives from wage-
regulated work and in-work benefits, extensive social assistance seen in the universal nature of 
most programs, limited social insurance and, in the future it is hoped, from personal and 
community assets.  There is a strong focus on social inclusion through active citizenship 
measures that include both economic participation and community involvement.  Increasing 
attention is also being given to social cohesion through a ‘social coalition’ intended to create 
community social and economic development through partnerships.   
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In assessing the welfare diamond, the market is dominant, although its role in the welfare mix 
has been circumscribed by wage regulation and the influence of strong unions.  Its role is 
increasing, however, since it is now expected to create employment opportunities that meet the 
needs of the community, facilitate employment for the disadvantaged, and support philanthropy.  
Staying true to its legacy as a “wage earners’ welfare state,” the state continues to be an 
intervener and protector.  As a result, Australia still has a high minimum wage, as well as low 
income inequality when compared with other OECD countries.  The state also plays a key role in 
providing benefits, and now with the new policy initiatives, has a major role to play in preparing 
individuals for the market.  Although the role of the community is weaker, the latest reforms seek 
to develop it to a much greater extent.  It is now expected to provide opportunities for 
community involvement for those who are unable to work, to use charitable trust proceeds to 
invest in the community, and to participate with other partners in the social coalition to improve 
overall well-being.   
 
The Family Tax Benefits Parts A and B, together with the supplements provided to families with 
children under income support, uphold the notion that family remains an integral part of the 
welfare diamond.  The fact that the Australian Commonwealth Government is hesitant to send 
mothers to work in the first decade of their children’s lives is also illustrative here.  It could be 
argued that this is a legacy of the traditional ‘male breadwinner model,’ which characterized the 
beginnings of the wage earners’ welfare state.  Similarly, pensions and health care that are 
contribution-based are a relatively recent introduction, owing to the fact that historically they 
were provided by employers.  The welfare reforms about to be implemented in Australia place a 
new and significant emphasis on the individual, in terms of requiring an increased measure of 
responsibility from individuals who receive benefits.  The adoption of a reform package intends 
to support the development of individual capacity over an extended period of time, while 
enabling individual choice as to how and when such participation will occur.   
 
How the respective roles of the institutions of the welfare diamond shift over time will depend in 
large part on the ultimate course of the welfare reform package Australians Working Together.  
The next steps planned as part of this long-term reform process are outlined in Box 5.  The recent 
introduction of the reform package means that, as yet, there is little assessment of its effects.  
Saunders (2003) has argued that the Australian Commonwealth Government should dispense 
with the attitudes it inherited from the wage earners’ welfare state and rethink its interventionist 
and protectionist policies, promote further liberalization of the market, undertake tax reforms, 
and retreat from the traditional ‘male breadwinner model’ of the family.  Analysts such as 
Castles (1996), however, think that Australia is more likely to continue to be a ‘social laboratory’ 
in which its neo-liberalism will be tempered by other concerns.  Only time will tell which turns 
this ongoing story will take.   
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Box 5 

Future Plans for Australians Working Together 
 
The Australians Working Together reforms discussed in this paper are only the first stage of the welfare 
reform process in Australia.  The following issues are pending and the Australian Commonwealth 
Government promises that there will be further consultation with the community:   
 
• Recognizing that persons with disabilities have different needs, special opportunities for them will be 

created.   
 
• Addressing ways in which housing and transportation can support work requirements and community 

participation. 
 
• A process to integrate older and mature age workers into the labour market. 
 
• Simplifying the payment system for understanding. 
 
• Encouraging government cooperation in service delivery. 
 
• Ensuring that individual needs are met by the income support system. 
 
• Specific issues with regional and remote areas:  enhanced employment opportunities with business, 

improving the delivery of government services, and removing identified barriers to economic and 
social participation. 

 
Source:  Australian Commonwealth Government (2002a).   
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5.  One Discourse, Three Dialects – Welfare Reform in Three Regimes 
 
In comparing the three regimes, the United States expects individuals to support themselves and 
their families with market income.  This policy choice has its historical roots in the ‘Golden Age’ 
of post-war expansion, when there were extremely high levels of economic well-being.  The 
belief in America as a ‘land of opportunity’ has continued to the present day.  The program 
Temporary Assistance for Needy Families, which is controlled by each state, provides a 
maximum five-year life-time limit on the receipt of social assistance benefits and, in many states, 
the limit is even less.   
 
The intent is clear – end welfare as we know it.  Yet there is no evidence of a reduction in state 
spending.  Rather, analysts describe the ways that dollars have simply been redirected from 
government benefits to the Earned Income Tax Credit.  The EITC and its collateral supports act 
to ‘make work pay’ by increasing low wages for the working poor, especially single mothers.  
This negative income tax program is more palatable to those Americans who emphasize a work 
ethic and cling to the ‘politics of race’ in which social assistance was historically seated.  Some 
larger corporations have also acted voluntarily to create ‘welfare to work’ partnerships that 
enable them to find employees among pools of welfare recipients.  However, those without work 
are not provided for in the long run.  Communities are in essence left to pick up the pieces 
through the provision of social services and via efforts to lobby the government to respond to the 
needs of the poor and disenfranchised.   
 
The United Kingdom has borrowed from the United States in its efforts to move people into 
employment.  This is as a result of its commitment to the neo-liberal economics of the Thatcher 
era and the social agenda of the Blair government.  However, instead of leaving individuals 
without social assistance, the United Kingdom focuses on increasing employability by providing 
a wide range of services and supports to the economically marginalized.  There is some 
compulsion for young adults to seek work or training but, even here, the government provides 
income assistance according to each individual’s particular needs and circumstances.   
 
Communities and businesses are also actively engaged in the reform process via partnerships 
with government that promote local community economic development.  Programs such as 
Employment on Trial similarly encourage individuals to ‘test out’ a new job that they can leave 
voluntarily without penalty, within a fixed time period.  Families are largely left out of the mix, 
although there is a new commitment to provide free universal childcare for young children.  This 
seeks to build capacity in future generations of workers and enables the parents of these children 
to seek work now.  Despite such reforms, the policy logic of ‘security for all’ provides a general 
guarantee against poverty, aimed overtly at children and more discreetly at the elderly.  
Employability programs are targeted to the able-bodied and were first aimed at young people 
under the age of 25.  Program requirements are gradually becoming more stringent for those 
aged 25 to 50 and also for those claiming a disability who may be able to participate in local 
employment programs.   
 
Australia has extracted key elements from the welfare policy of the United States and the United 
Kingdom but has modified these according to its own values.  Unlike the other two regimes, 
Australia did not have the same early commitment to neo-liberal restructuring.   
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Its lower rates of income inequality and child poverty in lone-parent families can be linked back 
to the “wage-earners’ welfare state,” with its emphasis on wage regulation as a form of social 
protection, coupled with social assistance provision based on need.  As such, it is the most 
egalitarian of the three regimes and provides security in various forms to all of its citizens.  Its 
new package of welfare reforms places an emphasis on self-determination.  Individuals are 
encouraged to engage in active citizenship (in other words, social and economic participation) of 
their own design and are enabled to do so by families, the community, the market, and the state 
through broad-based community partnerships in a developing social coalition.  This undertaking 
reflects Australia’s reputation of being a ‘social laboratory’ in which ‘social experiments’ have 
been conducted back to the turn of the 20th century.   
 
Both Australia and the United Kingdom have drawn from American strategies to increase 
employment and thereby reduce welfare rolls.  One explanation of why such reforms have taken 
shape in different ways is (Ellwood, 2002: 32):   
 

The US started with quite low benefits to begin with.  Dramatically reshaping a 
system such as Australia’s or the UK’s to match these incentives would imply 
massive benefit reductions and almost certainly an attendant rise in poverty.  But 
increasing work incentives through reducing effective tax rates could raise work at 
least somewhat.  …  Work can work to improve well-being in certain situations, but 
there will remain serious risks, especially to less advantaged adults and their children, 
from programs that emphasise work almost exclusively, as in the US.   

 
The question for the United States, then, becomes:  what happens to disadvantaged adults and 
their children when their benefits run out?   
 
Measuring Relative Income Inequality 
 
Whether or not the employment-oriented social policy choices of Australia, the United Kingdom, 
and the United States will be able to effectively deal with the phenomenon of widening income 
inequalities and poverty, especially child poverty in lone-parent households – characteristic of 
these neo-liberal regimes – is a question that remains unanswered.  The issue, however, has been 
clearly outlined (Smeeding, 2000b: 29):   
 

The evidence that we do have suggests that globalization is one force among many 
which [accounts] for widening income inequalities in the rich countries of the OECD.  
The relationship between inequality and growth has not been sorted out, even in the 
rich nations, and we have yet to determine the effect of very high levels of inequality 
on civic engagement, or on support for policies which enhance opportunity for all 
citizens.  Still globalization in rich nations appears to act more by raising incomes at 
the top of the income distribution than by lowering them at the bottom.  
Notwithstanding this influence, however, domestic policies – labor market 
institutions, welfare policies, etc. – can act as a powerful countervailing force to 
market driven inequality.  Even [in] a globalized world, the overall distribution of 
income in a country remains very much a consequence of the domestic political, 
institutional, and economic choices made by those individual countries – both rich 
and middle income ones.   
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Table 2 compares the trends in income distribution in Australia, the United States, and the 
United Kingdom (as well as Canada).   
 
 
Table 2.  Trends in Income Distribution in the Three Regimes and Canada 
 

 
Country 

Mid/Early 1970s 
to 

Mid/Late 1980s 

OECD Study 
 

1980s 

Mid/Late 1980s 
to 

Mid/Late 1990s 

Canada – 0 + 

Australia 0 + + 

United Kingdom + + + + + + + 

United States + + + + + + 

Notes:   
+ + + = Significant rise in income inequality (more than 15 percent increase) 
+ +  = Rise in income inequality (7 to 15 percent increase) 
+ = Modest rise in income inequality (1 to 6 percent increase) 
0 = No change (-1 to +1 percent change) 
– = Modest decrease in income inequality (1 to 6 percent decrease) 

Source:  Smeeding (2002a: 23, Table 3).   

 
 
In analyzing these patterns, we find that, for the three regimes reviewed in this paper, Australia 
has the best record, with no change in income inequality from the 1970s to the mid-to-late 1980s, 
a slight increase in the 1980s of about 1 percent, and a similar rise from the mid-to-late 1980s to 
the mid-to-late 1990s.  This could be attributed to Australia’s history as a “wage earners’ welfare 
state,” as well as its later and slower attachment to neo-liberal restructuring, compared with the 
United States and the United Kingdom.   
 
The trends in the United Kingdom and the United States, which undertook restructuring during 
the Thatcher and Reagan eras respectively, are very similar to each other.  During the same time 
periods noted for Australia, they both experienced rises in income inequality of 7 to 15 percent.  
The United Kingdom, however, experienced an even more significant jump in income inequality 
(of more than 15 percent) during the 1980s.  Perhaps this is because changes in ideology began 
in the United Kingdom in the 1980s, precipitated by the economic crisis of the late 1970s.  
Canada has an even better record than Australia.  It experienced a decrease in income inequality 
from the 1970s to the mid-to-late 1980, no change in the 1980s, and only a 1 percent increase in 
the mid-to-late 1990s.   
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An analysis of disposable incomes in the three regimes (and Canada) is also possible, based on 
data available from the mid-1990s.  By comparing the decile ratios and Gini coefficients for 
adjusted disposable income, we find a measure ‘social distance’ or relative income inequality.  
As we see in Table 3, the United States has the greatest social distance among the three regimes.  
The United Kingdom has somewhat less relative income inequality, and Australia has even less.  
Canada’s level of relative income inequality is the lowest of all.   
 
 
Table 3.  Adjusted Disposable Income in the Three Regimes and Canada 
 

Country Year Low Income 
(P10) 

High Income 
(P90) 

Decile Ratio1 
(P90/P10) 

Gini 
Coefficient2 

Canada 1998 46 188 4.13 .305 

Australia 1994 45 195 4.33 .311 

United Kingdom 1995 46 210 4.57 .344 

United States 1997 38 214 5.57 .372 

Notes:   
1 Decile ratios (P90/P10) are a measure of ‘social distance’ or relative income inequality used to compare the ratio 

of income of a person at the top or 90th percentile of median income (P90) to the ratio of income of a person at 
the bottom or 10th percentile of median income (P10).  The higher the ratio, the greater the income inequality.   

2 Gini coefficients are based on incomes that are bottom-coded at 1 percent of disposable income and top-coded at 
10 times the median disposable income.  Again, the higher the coefficient, the greater the income inequality.   

Source:  Smeeding (2002a: 10, Figure 1).   

 
 
Comparing Patterns of Child Poverty 
 
In examining patterns of child poverty (as shown in Table 4), we find that the United Kingdom 
has the greatest share of children in lone-parent families, followed by the United States, Australia 
and Canada.  The poverty rate of those children, however, is highest in the United States at 
almost 56 percent, drops in roughly five percent increments for Canada and the United Kingdom, 
and plunges another 10 percent in Australia.  Although child poverty rates remain unacceptably 
high, Australia is clearly most effective at supporting families with children.   
 
It could be argued that this is due to Australia’s continued attachment to the “wage earners’ 
welfare state,” with its emphasis on providing social assistance to those in need and supplements 
to families with children.  This pattern continues today, together with tax benefits for families.  
Australia continues to provide for lone mothers with young children.  Indeed, it only begins to 
encourage them to think about social or economic participation when the child reaches six years 
of age and does not require them to participate until the child reaches 13 years of age.  Some 
analysts contend that the Australian government is clinging to the patterns that emerged from the 
wage earners’ welfare state and its model of the male breadwinner family.   
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Table 4.  Patterns of Poverty for Children in Lone-Parent Families 
 

Poverty Rate of Children1 in: Country Share of All Children in 
Lone-Parent Families 

(%) 
Lone-Parent 

Families 
(%) 

Other Families 
(%) 

Canada 12.2 51.6 10.4 

Australia 14.1 35.6 8.8 

United Kingdom 20.0 45.6 13.3 

United States 16.6 55.4 15.8 

Notes:   

1.  Child poverty rates refer to the percentage of children living in ‘relative’ poverty, defined as households with 
income below 50 per cent of the national median (UNICEF, 2000: 4, Figure 1).   

Source:  UNICEF (2000: 10, Figure 3).   

 
 
The United Kingdom continues to value parenting but now encourages the parents of young 
children to work and aims to have 70 percent of lone parents in work by 2010.  Given the Blair 
administration’s commitment to ‘eradicate child poverty’ by 2020, many new programs are 
available to support parental employment (such as New Deal for Lone Parents) and provide 
increased state support for childrearing (via Sure Start childcare programs).   
 
In sharp contrast with both Australia and the United Kingdom, however, the United States 
compels the mothers of young children to work.  This is arguably a response to the acceptance of 
the notion that women, disregarding their status as mothers, are expected to be equal participants 
in the labour force.   
 
Specific Program Comparisons 
 
As discussed in some depth for each country, programs are in place in Australia, the United 
Kingdom, and the United States to provide support to families with children.  They vary widely, 
however, in both their breadth and depth.  Table 5 briefly describes benefits for families with 
children and Table 6 outlines maternity benefits and parental leave provisions.   
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Table 5.  Benefits for Families with Children 
 

Type of Program Australia United Kingdom United States 

• Child benefit or 
family allowance 

Family Tax Benefit – 
Family assistance 
payments are available to 
help with the cost of 
raising children through 
Family Tax Benefits A 
and B.   

The amount received 
depends on the age and 
number of children in the 
family and on the family’s 
total annual income over 
the current fiscal year.   

Parenting Payments are 
also provided to those 
raising children under the 
age of 15.   

Child Benefit – A benefit 
payable for a person raising a 
child under 16 or a young 
person aged 16-18 who is 
studying full-time (12h/wk) or a 
young person under 18 who 
has registered for work or 
training with Careers Service 
or Connexions Service.  Also 
available to a person paying 
towards bringing up a child 
who does not live with them 
and for whom no one else is 
claiming the benefit for them.  
The benefit is not affected by 
income or savings.  See 
Appendix A, Table A-2.   
Sure Start Maternity Grant – 
£500 ($1,121.48 CAD) is paid 
from the Social Fund to low 
income parents (birth, 
adopting a child up to 12 
months of age, or with a 
parental order following 
surrogacy).  Sure Start 
services bring together 
universal, free, early education 
and childcare.  See Box 4 in 
the main document.   
Also available are a 
Guardian’s Allowance and a 
Widowed Parent’s Allowance.  
See Appendix A, Table A-3.   

Child Tax Credit – This 
tax credit is for low-
income families with 
earned income above 
$10,000.   

The payment for each 
dependent child under the 
age of 17 is up to $1,000 
per year.   

• Maintenance payments 
covered by government 
if non-custodial parent 
defaults 

No program.   Child Support Maintenance – 
Help with the cost of bringing 
up a child for a parent claiming 
Income Support or 
Jobseeker’s Allowance.  The 
amount depends on the 
income of the parent who 
does not live with the child.  A 
Child Maintenance Bonus (for 
leaving benefits for paid 
employment – being phased 
out) or a Child Maintenance 
Premium may be available 
(parents keep up to £10 per 
week [$22.43 CAD] of any 
child maintenance without it 
affecting benefit entitlement.   

No program.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Sure Start” and “UK Online – Jobcentre Plus” Web sites; Government of the United 
States (n.d.a); Gray and Stanton (2002); and Whiteford and Angenent (2001).   
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Table 6.  Maternity Benefits and Parental Leave Provisions 
 

Type of Program Australia United Kingdom United States 

• Maternity leave Coverage is the same as for 
Parental Leave.   

Maximum duration of unpaid 
Maternity Leave is 40 weeks.   
Pregnant women who work 
for an employer for 26 weeks 
prior to the 15th week before 
the baby is due and who earn 
enough to be “relevant” for 
National Insurance purposes 
receive Statutory Maternity 
Pay.  Paid for up to 18 weeks 
for babies due before April 6, 
2003 and now paid for up to 
26 weeks for babies due 
thereafter.  The replacement 
rate is based on qualifying 
employment prior to the birth, 
paid up to 60 percent of a 
maximum determined yearly.   
Pregnant women who do not 
qualify but who are employed 
or self-employed and who 
earn on average £30 or more 
per week ($67.29 CAD) 
receive Maternity Allowance.  
Paid for up to 26 weeks (as of 
April 6, 2003).  The standard 
weekly rate for women who 
earn less than £100 per week 
is the lesser of £100 ($224.26 
CAD) or 90 percent of 
average gross weekly 
earnings.   

Maximum duration of 
paid Maternity Leave is 
12 weeks.   
No fixed replacement 
rate.   
Coverage applies only 
to those companies with 
50 or more employees.   

• Parental leave Maximum duration of unpaid 
Parental Leave is 52 weeks 
following the birth or adoption 
of a child.   
For employees who have had 
12 months of continuous 
services with the same 
employer, leave can be taken 
by either the mother or father 
of the child.  Except for one 
week following birth (or three 
week with adoption), parents 
cannot take parental leave at 
the same time.   
More beneficial entitlements 
may be available under state 
laws, in awards or workplace 
agreements, or via contracts 
of employment or employer’s 
workplace policy.   

For a couple where both 
partners are unemployed 
“due to parental leave,” one 
may apply for Income 
Support.   
Benefit rates, eligibility 
criteria, and disqualifications 
for Income Support apply.   

No provisions for 
parental leave.   

Source: Australian Commonwealth Government, “Australian WorkPlace” Web site; Government of the United Kingdom, “UK Online 
– Jobcentre Plus” Web site; and O’Connor, Orloff, and Shaver (1999: 85, Table 3.5).   
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Australia and the United Kingdom have many more policies in place than does the United States 
to provide social assistance, as well as to facilitate employment.  In all three countries, there is 
considerable variation in the targeting of such programs – both for the benefit of some groups 
and to the peril of others.  Universal assistance is provided in Australia and the United Kingdom 
(to the aged, for example) but benefit rates are closer to minimum payment than to income 
replacement.  Investment in both individuals and the community is significant in Australia and 
the United Kingdom (and provided universally for children through some programs) but is 
virtually nonexistent in the United States.  All three countries use passive spending measures in 
the form of tax credits, with the United Kingdom having the most comprehensive package.  
Through a series of comparative policy tables that follow, we summarize the approach each 
country takes to:   
 

• Compulsory labour force participation (Table 7) 
 

• Financial incentives to make work pay, specifically in-work benefits (Table 8) 
 

• Collateral incentives to make work pay, including education or training for employability, 
training grants or employment allowances, transportation support, health benefits, housing 
benefits, the age of the youngest child when labour force participation is required of lone 
parents, and childcare benefits (Table 9) 

 

• Administrative incentives to support employment through the use of personal advisors or 
employment counsellors, employment equity programs, support for partners also seeking 
work, and support for self-employment (Table 10), and 

 

• The tightening of social assistance benefit eligibility criteria for those who are exempt from 
work, specifically the unemployed, lone parents, persons with disabilities, and the aged 
(Table 11).   

 
We also compare the different approaches taken by each country related to balancing rights and 
responsibilities for individuals and families (Table 12); social insurance and asset-based welfare 
programs (Table 13); and measures to promote community economic development (Table 14).   
 



 

60 January 2004 Canadian Policy Research Networks Inc. 



 

One Discourse, Three Dialects:  Changing the Social Model in Australia, the United Kingdom, and the United States 61 

Table 7.  Compulsory Labour Force Participation 
 

Country Degree of Compulsory Labour Force Participation 

(including job search or training for recipients of social assistance income) 

Australia There are activity tests for NewStart and Youth Allowance.   

• People aged 21-65 are eligible for NewStart if they are unemployed.  The activity 
test for NewStart is satisfied if seeking work in Australia or willing to undertake work 
or participate in other programs in the community.   

• People aged 16-21 and up to age 25 if full-time students are eligible for Youth 
Allowance.  The activity test for Youth Allowance is satisfied if in full-time study or 
job search, or a combination of other activities or programs.   

• Claimants of both allowances must enter into Preparing for Work Agreements that are 
highly individualized.  If the Agreements are breached, payments may be reduced.   

United Kingdom New Deal participation (job search with the option of employment preparation) is:   

• Required of people aged 18-24 claiming Job Seekers Allowance for at least six 
months, and provided through New Deal for Young People 

• Open to people aged 25 plus claiming Job Seekers Allowance for 18 of the past 21 
months, and provided through New Deal for 25 Plus 

• Mandatory through New Deal for 25 Plus for people aged 25 and older claiming Job 
Seekers Allowance for over 24 months 

• Optional through New Deal for 50 Plus for people aged 50 or older who are claiming 
Jobseeker’s Allowance, Income Support, Incapacity Benefit, Severe Disablement 
Allowance, National Insurance Credits, Invalid Care Allowance, Bereavement 
Allowance, Widowed Parent’s Allowance or if a husband, wife or partner is claiming 
benefits on the person’s behalf for at least six months 

• Available to all lone parents who are not in work or who are working less than 16 
hours a week, and provided through New Deal for Lone Parents 

• Voluntary for sick or disabled people on health related benefits who want to work, 
and provided through New Deal for Disabled People, and 

• Voluntary for the partners of those receiving certain benefits, and provided through 
New Deal for Partners.   

As well, specialized support is available through New Deal:  Self-Employed for all 
participants who seek to start their own business and, through New Deal for Musicians, 
to mandatory participants (aged 18-24 and 25 plus) who seek a serious career in the 
music industry.   

United States The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 
(PRWORA) placed a five year maximum life-time limit on receipt of benefits and made 
work a mandatory requirement.   

• States have determined the nature of labour market programs, and set rules for 
extensions and exclusions for the Temporary Assistance for Needy Families (TANF) 
program.  Adults are usually required to work after two years.   

• Some states have adopted shorter life-time limits than the TANF maximum.   

• Under the Food Stamps program, certain adults are required to register for work, 
and some adults without dependants are required to work or to participate in training 
as a condition of assistance.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Department for Work and Pensions” and “UK Online – Jobcentre Plus” Web sites; 
and Gray and Stanton (2002).   



 

62 January 2004 Canadian Policy Research Networks Inc. 

Table 8.  Financial Incentives to Make Work Pay 
 

Type of Incentive Australia United Kingdom United States 

• In-work benefits  
(e.g., tax credits) 

Working Credit – A credit 
of up to $1,000 will 
encourage people on 
income support to take up 
employment by allowing 
them to keep part of their 
income support when they 
work.   

Each fortnight, those on 
unemployment benefits will 
accumulate up to $48 in 
credits that can be used to 
offset earnings obtained 
through part-time, casual 
and intermittent work.   

Children’s Tax Credit and 
Working Families’ Tax 
Credit – Replaced in April 
2003 by the Child Tax 
Credit, Working Tax Credit, 
and Disabled Person’s Tax 
Credit.   

Child Tax Credit – Income 
tested, although 90% of 
families qualify.  Couples 
must make a joint 
application.  Includes a 
family element, baby 
addition, child element, and 
a disabled child element.   

Working Tax Credit – A  
basic adult element of up to 
£1,525 per year ($3,420.56 
CAD) is paid to a person 
working 16 hours or more a 
week or if both partners are 
working 16 hours or more a 
week, the couple must 
choose which partner will 
receive the credit.   

Disabled Person’s Tax 
Credit – An income-tested 
tax credit is available to 
working people with a 
disability.  It includes a 
single person basic tax 
credit, a lone parent or 
couple basic tax credit, and 
an enhanced disability tax 
credit.   

For the Working Tax Credit 
and the Disabled Person’s 
Tax Credit, an extra 
element may be paid to 
single parents and couples 
who work a total of 30 
hours or more per week or 
to those employed and 
disabled or to those who 
are the severely disabled or 
to those aged 50 plus who 
are employed after being 
on benefits.   

For detailed information, 
see Appendix A, Table A-1.  

Earned Income Tax Credit 
(EITC) – A refundable tax 
credit for low-income 
working families.  EITC 
was significantly expanded 
during the mid-1990s and 
benefits under this 
program now total around 
$30 billion a year.   

EITC enhances the 
incomes of those who 
have jobs but work for low 
wages and is usually 
received annually as a 
lump sum.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Inland Revenue – Tax Credits Online” Web site; Government of the United States 
(n.d.a); Gray and Stanton (2002); and Whiteford and Angenent (2001).   
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Table 9.  Collateral Incentives to Make Work Pay 
 

Type of Incentive Australia United Kingdom United States 

• Education or training  
for employability 

Under both NewStart and 
Youth Allowance, 
recipients may choose to 
Work for the Dole; take 
vocational training or a 
course; participate in 
labour market, 
rehabilitation or personal 
support programs; or take 
another course that may 
be determined in 
consultation with a 
Personal Advisor and used 
as a route to comply with 
the activity requirements 
that form a part of mutual 
obligations.   

New Deal participants aged 
18-24 have four options:   
(1) employment; (2) up to 12 
months of studying or training 
to improve their employability 
and perhaps gain an 
approved qualification; (3) up 
to six months work 
experience in the Voluntary 
Sector; or  
(4) up to six months work 
experience with the 
Environment Task Force.  A 
Training Grant is available for 
New Deal participants aged 
50 plus to enable them to 
stay in work.  Payment of up 
to £1,500 ($3,364.49 CAD) is 
available when starting work 
(£1,200 [$2,693.26 CAD] can 
be used to improve existing 
skills and £300 [$673.31] can 
be used to learn new skills).   

State dependent under 
TANF block grant.   

• Training grants or 
employment 
allowances 

Training Credit – Allows 
eligible jobseekers to 
accumulate up to $800 that 
can be used to gain work 
related skills.   

Literacy and Numeracy 
Supplement – Claimants 
are paid $20.80 a fortnight 
to help with the costs 
associated with attending 
approved literacy and 
numeracy training 
programs.   

The United Kingdom 
provides numerous 
incentives targeted to 
recipients of various benefits 
who are unemployed or 
employed for limited hours 
and who are seeking 
employment, about to begin 
even limited term full-time 
employment, have increased 
their working hours and thus 
no longer qualify for benefits, 
are starting their own 
business, and so on.  Several 
offer extra elements for those 
in specific age groups, lone 
parents, or the disabled.  See 
Appendix A, Table A-2 for 
details.  The programs are:   
Jobseeker’s Allowance 
Back to Work Bonus 
Business Start-Up  
Employment on Trial 
Job Grant 
Jobfinder’s Grant 
Lone Parent’s Benefit Run-On
New Deal 
Jobmatch Allowance 

State dependent under 
TANF block grant.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Department for Work and Pensions” and “UK Online – Jobcentre Plus” Web sites; 
Gray and Stanton (2002); Haskins, Sawhill, and Weaver (2001); and Whiteford and Angenent (2001).   
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Table 9, continued (page 2 of 3) 
 

Type of Incentive Australia United Kingdom United States 

• Transportation support 
for those seeking work  
or newly employed 

Australians participating in 
Work for the Dole are paid a 
supplement of $20.80 per 
fortnight to cover additional 
costs such as travel.   

New Deal for Young 
People – May provide 
some support for 
travelling to work, based 
on individual need.   

New Deal for Lone 
Parents – Participants 
can receive financial help 
to cover the costs of 
finding work.   

New Deal for 50 Plus – 
Participants aged 50 and 
older are eligible for help 
with the cost of travelling 
to job interviews.   

State dependent under 
TANF block grant.   

• Health benefits 
maintained when 
leaving social 
assistance or with low-
wage or atypical 
employment 

Medicare – Australia has a 
national health insurance 
system with universal 
coverage.   

Medicare is financed partly 
through a specific levy on 
individuals’ taxable incomes 
(with exemptions or 
reductions for low-income 
individuals and families), 
partly from the Government’s 
general revenues, and partly 
by direct payments from 
patients.   

National Health Service 
(NHS) – The NHS 
provides healthcare for 
all citizens based on 
need, not on the ability to 
pay.   

No specific health 
benefits are described for 
those leaving social 
assistance for paid work.  

Medicaid – A federal and 
state funded entitlement 
that provides health 
insurance for pregnant 
women, families on 
TANF, for 12 months for 
adults leaving TANF, and 
for low-income children.   

State Child Health 
Insurance Program – 
This program has 
improved the coverage of 
health insurance for both 
children and parents in  
low-income families, 
thereby increasing the 
incentive to take up low-
paying jobs that do not 
offer health coverage.   

• Housing benefits 
provided when leaving 
social assistance or 
with low-wage or 
atypical employment 

Responsibility for housing 
assistance to people on low 
income is shared by the 
Commonwealth and the 
state/territorial governments.  

Through the social security 
system, the Commonwealth 
government provides Rent 
Assistance for rental housing 
costs in the private sector.   

Commonwealth-State 
Housing Agreements fund  
the provision of public and 
community housing.   

Housing Benefit and 
Council Tax Benefit – 
Income-tested benefit 
payable to those on low 
income and paying rent 
or council tax.   

Extended Benefits for at 
least 26 weeks to those 
on benefit who leave for 
work (that will last at 
least five weeks) or who 
increase the number of 
hours worked or whose 
wages have increased.   

State dependent.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Department for Work and Pensions,” “Inland Revenue – Tax Credits Online,” “New 
Deal,” and “UK Online – Jobcentre Plus” Web sites; Gray and Stanton (2002); Haskins, Sawhill, and Weaver (2001); and 
Whiteford and Angenent (2001).   
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Table 9, continued (page 3 of 3) 
 

Type of Incentive Australia United Kingdom United States 

• Age of youngest child 
when labour force 
participation of lone 
parents on social 
assistance is required 

Lone parents receiving a 
Parenting Payment who 
have a youngest child 
aged 6-12 years are 
required to have an annual 
interview with Centrelink to 
help them plan for 
returning to work in the 
future.   

Lone parents receiving a 
Parenting Payment who 
have a youngest child 
aged 13-15 years are 
required to do up to 150 
hours of part-time work or 
voluntary activity over six 
months (which equates to 
six hours per week).   

Not applicable.   Lone parents must comply 
with state requirements 
under TANF once the 
youngest child is 12 
months old (or younger, as 
determined by individual 
states).   

• Childcare benefits 
provided when leaving 
social assistance or 
with low-wage or 
atypical employment 

A Childcare Block Grant 
was created in 1996 with 
about $4.5 billion to be 
made available for 
childcare between 1997 
and 2002.   

Commonwealth Childcare 
Program – Through the 
Child Care Benefit, the 
Government provides 
financial assistance for 
low- to middle-income 
families using childcare 
services that are approved 
by the Commonwealth.   

The Child Care Benefit can 
be paid directly to eligible 
families as a lump sum at 
the end of the fiscal year or 
directly to childcare service 
providers, where it is 
passed on to eligible 
families as a fee reduction.  

Working Tax Credit 
Childcare Element – Paid 
to the partner receiving the 
Child Tax Credit, who does 
not have to be the partner 
receiving the Working Tax 
Credit.   

Paid to a maximum of 70p 
for every £1 ($2.24 CAD) 
paid in childcare costs.  
Limit of £135 per week 
($302.81 CAD) for one 
child and £200 ($448.61 
CAD) for two or more.   

State dependent under 
TANF block grant.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Department for Work and Pensions,” “Inland Revenue – Tax Credits Online,” “New 
Deal,” and “UK Online – Jobcentre Plus” Web sites; Gray and Stanton (2002); Haskins, Sawhill, and Weaver (2001); and 
Whiteford and Angenent (2001).   
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Table 10.  Administrative Incentives to Support Employment 
 

Type of Incentive Australia United Kingdom United States 

• Personal advisors or 
employment 
counsellors 

Personal Advisors work 
with benefit recipients to 
develop plans for social 
or economic 
participation.  The 
programs included are:   
Widow Allowance 
Partner Allowance 
Mature Age Allowance 
Parenting Payment 
NewStart (including 
those of mature age 
who are 50-65 years 
old) 
Youth Allowance 

New Deal Personal Advisors 
work with individual jobseekers 
to provide job search assistance 
through a four-month “Gateway” 
period, and thereafter negotiate 
a package of full-time intensive 
help related to employment 
motivation and skills 
(communication, presentation, 
timekeeping, and teamwork); 
creating an action plan to get a 
job; job search; application 
writing; job interview practice; 
work experience (with an 
employer or community 
organization); and job-focused 
training.   

A disturbing development 
has been seen in the 
growth of “the culture of 
the welfare office,” where 
welfare workers pressure 
clients to move quickly 
into work or divert them 
to other programs and 
charities where they may 
not be eligible for Food 
Stamps or Medicaid 
benefits.  This is thought 
to be related to the 
penalties states face if 
they fail to meet the 
annual rate of work 
participation required 
under TANF block 
grants.   

• Employment equity 
programs 

Legislation in Australia 
combines 
antidiscrimination and 
affirmative action (equal 
opportunity for 
employment for women) 
approaches to 
employment equity.   

However, employment 
equity is not specifically 
addressed in its welfare 
reforms, perhaps 
because these focus on 
individual rather than 
group needs.   

Legislation in the United 
Kingdom reflects an anti-
discrimination approach to 
employment equity, although 
voluntary affirmative action is 
encouraged.   

In its recent welfare reforms, a 
variety of extra benefits and 
incentives are provided via 
Jobseeker’s Allowance and New 
Deal for those who are 
unemployed or working very few 
hours per week and who are 
over age 25, over age 50, lone 
parents, or disabled.   

However, gender equity is not 
specifically addressed.   

Legislation in the United 
States combines anti-
discrimination and 
affirmative action 
approaches to 
employment equity.   

Employment rates for 
women in the United 
States, particularly at the 
upper end of the 
occupational spectrum, 
are higher than in 
Australia or the United 
Kingdom because of 
America’s “individualized 
legalistic approach to 
integration.”   

However, employment 
equity is not specifically 
addressed in programs 
such as TANF.   

• Support for partners  
also seeking work 

No program.   New Deal for Partners – Allows 
the partner of a person claiming 
Jobseeker’s Allowance, Income 
Support, Incapacity Benefit, 
Invalid Care Allowance or 
Severe Disablement Allowance 
for six months or more to 
voluntarily participate in 
employment and training 
programs through New Deal.  A 
“partner” is defined as someone 
married to, living with or being 
supported by someone who is 
claiming benefit for them.   

No program.   
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Table 10, continued (page 2 of 2) 
 

Type of Incentive Australia United Kingdom United States 

• Support for  
self-employment 

Australian programs for the 
development of economic 
and social participation are 
highly individualized and 
target specific needs.  
Thus, a Personal Advisor 
could refer an individual to 
resources to support them 
in starting their own 
business.   

New Deal – Personal 
Advisors can provide 
advice on starting up a 
business for those on 
Income Support or 
Jobseeker’s Allowance, 
and can arrange for 
business  
start-up courses and help 
in developing a business 
plan.   

New Deal:  Self-
Employment – A “test 
trade” Top-Up Grant is 
available for up to 26 
weeks to mandatory New 
Deal participants (aged 18-
24 and 25 plus) who are 
starting their own 
business.   

New Deal for 50 Plus – A 
Training Grant of up to 
£1,500 ($3,364.73 CAD) is 
available to New Deal 
participants aged 50 and 
older, which can be used 
to pay for courses on 
running your own business 
or to “buy” advice and 
guidance from people or 
organizations with 
experience in helping 
businesses get 
established.   

Business Start-Up – Many 
self-employment schemes 
including New Deal are run 
by local specialist training 
providers and 
organizations like Training 
and Enterprise Councils, 
local councils, Enterprise 
Agencies, the Prince’s 
Trust, Chambers of 
Commerce, and others.  
The amount available 
depends on the particular 
scheme.   

There is no formal program 
to support self-
employment.   

However, private 
mentoring may occur via 
participation in the Welfare 
to Work Partnership 
program.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; Ellwood 
(2002); Government of the United Kingdom, “Department for Work and Pensions” and “UK Online – Jobcentre Plus” Web 
sites; and O’Connor, Orloff, and Shaver (1999: 91-94; 104).   
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Table 11.  Tightening Benefit Eligibility Criteria for Those Exempt from Work 
 

Eligibility by Target 
Group 

Australia United Kingdom United States 

• Requirements for  
the unemployed 

Income support in Australia 
is not related to previous 
earnings and is not time 
limited.   

Payments are categorical 
and differ for the aged; 
people with disabilities; those 
caring for people with 
disabilities; the unemployed; 
lone parents; the short-term 
sick; and war veterans.   

The benefits are usually 
subject to and income and 
assets test.   

Two parallel programs 
are in place with very 
similar rates.  Income 
Support is available to 
those aged 16-59 who 
are unemployed or 
working less than 16 
hours per week.   

Jobseeker’s Allowance is 
available for the same 
group but opens up a 
range of additional 
supports and some extra 
financial incentives to 
people actively seeking 
work.   

This is especially evident 
in New Deal programs, 
which are mandatory for 
young people (aged 18-
24) and have recently 
been targeted to those 
aged 25 and older.   

A variety of other 
categorical benefits are 
available to the disabled, 
carers, and so on.  For 
detailed eligibility 
requirements and 
restrictions, see 
Appendix A, Table A-2.   

Temporary Assistance for 
Needy Families (TANF) – 
TANF provides a general 
time-limited income floor 
for needy families with 
children that lack other 
means of support.   

There are major 
variations in the rates of 
payment between states.  
There are also major 
differences in the time-
limits for receipt of TANF; 
the conditions under 
which extensions and 
exclusions are allowed; 
what happens when a 
time-limit is reached; and 
the nature of labour 
market programs and 
other forms of job 
readiness and job search 
assistance provided to 
recipients.   

Food Stamps – This 
program supplements 
TANF benefits and the 
incomes of the working 
poor and the near poor, 
while ensuring access to 
food.  Households must 
have gross monthly 
incomes of less that 130 
percent of federal poverty 
guidelines and few 
assets.  Benefits are 
received monthly.   

• Requirements for 
unemployed lone 
parents with preschool 
or school-aged 
children 

Parenting Payment claimants 
with a youngest child 13-15 
years are required to work 
with a Personal Advisor to 
develop a Participation 
Agreement to undertake up 
to 150 hours of part-time 
work or voluntary activity 
over six months (six hours 
per week).   

Parenting Payment claimants 
with a youngest child aged 6-
12 years have an annual 
interview with Centrelink to 
help them plan for returning 
to work in the future.   

New Deal for Lone 
Parents – Participation in 
the New Deal 
employment search and 
training program is 
optional for lone parents, 
although they are 
encouraged to apply.  
See Appendix A, Table 
A-2.   

Lone parents must 
comply with state 
requirements under 
TANF once the youngest 
child is 12 months old (or 
younger, as determined 
by individual states).   
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Table 11, continued (page 2 of 2) 
 

Eligibility by Target 
Group 

Australia United Kingdom United States 

• Requirements for 
persons with short- 
or long-term 
disabilities 

Programs are currently 
being established in 
Australia to enable 
persons with disabilities to 
voluntarily work to their 
capacity.   

New Deal for Disabled 
Persons – Participation in 
New Deal employment 
search and training 
program is optional for 
persons who are ill or 
disabled, although they are 
welcome to apply.  See 
Appendix A, Table A-2.   

Supplemental Security 
Income – This social 
assistance scheme is 
designed for the aged, 
blind, and disabled.  
Disabled adults and 
children under 18 are 
eligible if they have limited 
income and resources.   

Payments of $552 per 
month for individuals are 
funded through general tax 
revenues.   

• Old age requirements An Age Pension is part of 
the social assistance 
program.  Men aged 65 
and older and women 
aged 61.5 and older are 
eligible.   

A State Pension is for 
people who have reached 
State Pension age – 65 for 
men and 60 for women.  
The age for women will 
change gradually starting 
in 2010 until it reaches age 
65 by 2020.   

If workers take voluntary 
early retirement and then 
apply for Jobseeker’s 
Allowance, there may be a 
delay before benefits start.  
Receipt of an occupational 
or personal pension may 
also reduce the benefit.   

However, men aged 60-64 
who do not want to “sign 
on” at Jobcentres every 
two weeks as required 
under Jobseeker’s 
Allowance can claim 
Income Support.   

Old age benefits fall under 
the Old Age, Survivors and 
Disability Insurance 
Program.  Benefits are 
received at age 65 and 
there is no requirement to 
work.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “New Deal” and “UK Online – Jobcentre Plus” Web sites; Government of the United 
States (n.d.a; 2003); and Whiteford and Angenent (2001).   
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Table 12.  Balancing Rights and Responsibilities 
 

Country Individual Responsibilities 

Australia Mutual Obligations – In Australia, this refers to the proposition that unemployed people 
who are supported financially by the community should seek work and constantly strive 
to improve competitiveness in the labour market.  Those who are unable to work 
should engage in active citizenship and find ways to give something back to the 
community.   

United Kingdom Jobseeker’s Interview – In order to qualify for Jobseeker’s Allowance, a Jobseeker’s 
Interview is held at a Jobcentre (or Connexions Service job placement office for 18-19 
year olds) with a Personal Advisor, who will discuss the kinds of work being sought and 
the best ways of finding a job; provide information about jobs, training and other 
opportunities; and develop a Jobseeker’s Agreement with the claimant during the 
interview.  Claimants must meet with their Advisors every two weeks and report for 
periodic detailed interviews during the four-month “Gateway” period.  Thereafter, a full-
time intensive training and job search package is begun.   

Jobseeker’s Agreement – A Jobseeker’s Agreement is required in order to claim 
Jobseeker’s Allowance.  The Agreement spells out details of the claimant’s availability 
for work, the kind of work they are seeking, what they will do to look for work and 
improve their chances of finding work, and how Jobcentre Plus aims to help the 
claimant.  A Jobseeker’s Agreement for claimants aged 16-17 will cover training issues 
as well as work, as claimants are required to actively seek both.  It will also state the 
actions the claimant will take to seek work and training, about which they will have 
agreed with the Connexions Service or Careers Service.   

Hardship Provision – In contrast with the mutual obligations noted above, a Hardship 
Provision may apply, entitling claimants to receive a reduced Jobseeker’s Allowance if 
they are not available for work, not actively seeking work, do not have a jobseeker’s 
agreement, if there is doubt about whether any of the above apply, or if they 
unreasonably make themselves unemployed (i.e., leave a job voluntarily without good 
reason, lose a job due to misconduct, or turn down a job offer) and they can show that 
they or someone in their household would suffer hardship if they do not receive any 
Jobseeker’s Allowance.   

New Deal for Young People – Young people aged 18-24 may be required to enroll in a 
skills training program or work in the voluntary sector or for an employer to gain work 
experience.   

New Deal – Participation in the New Deal employment search and training program is 
optional but encouraged for those aged 50 plus, lone parents, disabled people, and 
partners of benefit claimants.   

United States In the United States, the individual obligation owed to society is to work, in accordance 
with requirements established by each state.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “New Deal” and “UK Online – Jobcentre Plus” Web sites; Gray and Stanton (2002); 
and Whiteford and Angenent (2001).   
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Table 12, continued (page 2 of 2) 
 

Country Family Responsibilities 

Australia The family plays a collateral role in the welfare diamond in Australia.  The focus of 
recent welfare reforms is on the development of the individual in an environment in 
which a social coalition between all levels of government, business, and the local 
community provides support.  Families are expected to support the endeavors of 
individual family members and contribute to the local community through active 
citizenship.   

Lone parents with children aged 15 and under are exempt from seeking full-time 
employment, which is a tacit way of recognizing the value to society of parenting.   

United Kingdom The family is not the focus of welfare reform in the United Kingdom.  New programs 
such as the Saving Gateway and Child Trust Fund, however, will provide matching 
funds for families who save for their own needs and their children’s future, as an 
inducement to promote greater family responsibility.   

Recent reforms focus on providing a “hand up” to individuals – most notably the young 
– to help them into employment and out of poverty.  Incentives are available, however, 
to the partners of those on certain benefits to enable them to participate in employment 
and training programs, if they so choose.   

The family in all its forms is valued and supported by government through various 
programs targeted to children, youth, young adults, parents (lone or otherwise), 
seniors, the infirm and their caregivers, as well as to individuals, couples, and partners.  

There is no requirement of lone parents with children as old as 19 years (with some 
conditions) to seek employment, which is a way of recognizing the value to society of 
parenting.   

United States The family is an important factor in the welfare diamond in the United States.  Two 
objectives of the Personal Responsibility and Work Opportunity Reconciliation Act of 
1996 (PRWORA) are to increase marriage rates and decrease the number of out-of-
wedlock births.   

This policy generates a form of social engineering in which a specific type of family 
formation is promoted, one that embraces the ideal of patrimonial democracy – where 
an independent head-of-household governs and is responsible for those who come 
under the household’s jurisdiction as its dependents, and where adults who cannot 
establish their own households are expected to depend on those who can.   

As a result, government support is provided only to the poorest families with children, 
and only then for a limited period of time.  Lone parents are expected to work, even 
when their children are very young.   

Source: Australian Commonwealth Government, “Commonwealth Department of Family & Community Services” Web site; 
Government of the United Kingdom, “Department for Work and Pensions” and “UK Online – Jobcentre Plus” Web sites; and 
Government of the United States (n.d.a).   
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Table 13.  Social Insurance and Asset-Based Welfare Programs 
 

Type of Program Australia United Kingdom United States 

• Social Insurance 
Programs 

A compulsory 
superannuating pension 
was introduced for all 
workers in Australia in 
1992.   

National Insurance Plans – 
National Insurance 
contributions are paid by 
employees (including the self-
employed), employers, on a 
voluntary basis by those who 
wish to protect their state 
pension earnings, and by some 
married women and widows.  
National Insurance credits can 
also be accrued by those who 
are unable to pay.   
Entitlements:  contribution-
based Jobseeker’s Allowance, 
Incapacity Benefit, State 
(Retirement) Pension, Widowed 
Parent’s Allowance, 
Bereavement Allowance and 
Payment, Maternity Allowance, 
Statutory Maternity Pay, 
Statutory Sick Pay, and Home 
Responsibilities Protection.   

Old Age, Survivors and 
Disability Insurance – 
This program covers 
dependent spouses and 
widowed sole parents 
with children under 16 
years of age.  Recipients 
are not required to seek 
work.   

Federal Unemployment 
Tax Act – Under this Act, 
Unemployment 
Insurance is a federal-
state program jointly 
financed through federal 
and state payroll taxes.   

Private pensions may be 
available to the 
employed and those who 
save for the future.   

• Asset-Based Welfare 
Programs 

No program.   Saving Gateway – Budget 2002 
announced a proposal for an 
account providing a pound for 
pound Government-funded 
match for all money saved, up 
to a limit.  The Department for 
Education and Skills’ 
Community Finance and 
Learning Initiative will pilot the 
account in five locations to gain 
understanding of how it would 
work if it were offered on a 
larger scale.   

Child Trust Fund – Budget 
2003 announced an 
endowment of £250 ($560.79 
CAD) at birth for all children 
born from September 2002 and 
£500 ($1,121.65 CAD) for low-
income families.  Parents, 
family members, friends and 
children will be able to 
contribute.  The funds will be 
accessible at age 18 and could 
be rolled into other saving 
products.  Child Trust Fund 
accounts are expected to be 
available by 2005.   

Individual Development 
Accounts – Established 
under the Personal 
Responsibility and Work 
Opportunity 
Reconciliation Act of 
1996, these are personal 
savings accounts aimed 
at poor families.  
Individuals are 
encouraged to save by 
matching their own 
contributions with 
government 
contributions.   

Savings can be used to 
fund a house purchase, a 
small business, post-
secondary education, or 
a retirement annuity.   

Source:  Government of the United Kingdom (n.d.c; 2003b; 2003c); Government of the United States (2003); and Saunders 
(2002:32, citing ACG, 2002b: 5).   
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Table 14.  Moving from Social Welfare to Community Economic Development 
 

Type of Program Australia United Kingdom United States 

• Initiatives to involve 
businesses in welfare 
reform or support local 
economic 
development 

Prime Minister’s 
Community Business 
Partnership – This 
program was established 
in 1999 to promote 
partnerships between 
business, community and 
government.   

It aims to promote social 
cohesion by developing 
mutually beneficial 
opportunities for 
individuals, business and 
the community.   

New Deal Partners – Local 
authorities, the voluntary 
sector, trade unions, 
Learning and Skills 
Councils, race equality 
councils, colleges, careers 
companies, training 
providers and employers 
are all involved in delivering 
New Deal.  Partners have 
influenced the design and 
delivery of New Deal (by 
introducing reduced travel 
fares, for example) and are 
vital to local marketing 
activity.   

New Deal for Employers – 
Involvement in New Deal 
offers a “valuable chance to 
invest in the future of your 
business” and provides 
“substantial benefits for 
employers” including 
access to pre-screened 
candidates who are 
prepared for work; up to 
£75 per week ($168.26 
CAD) for hiring a full-time 
employee aged 25 or older; 
up to £60 per week 
($134.61 CAD) for hiring a 
young person (aged 18-24); 
and up to £750 ($1,682.56 
CAD) towards training a 
young person aged 18-24.   

Job Brokers throughout 
England, Scotland and 
Wales provide help and 
support for matching New 
Deal participants’ skills and 
abilities to what local 
employers need.   

Partnership Practice is a 
monthly newsletter that 
outlines the latest New Deal 
developments and provides 
an opportunity for New Deal 
partners all around the 
country to share news and 
views with each other.   

Catalyst is a free magazine 
for New Deal Employers.   

Welfare to Work 
Partnership – This national 
non-profit organization 
works with government to 
help move individuals on 
benefits into independent 
lives by providing jobs and 
job supports.   

More than 20,000 
businesses are committed 
to hiring welfare recipients, 
including 65 Fortune 100 
companies.   

Source: Australian Commonwealth Government (2003c); Government of the United Kingdom, “New Deal” and “UK Online – 
Jobcentre Plus” Web sites; Welfare to Work Partnership (n.d.).   
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Conclusion 
 
This analysis of the social policy reforms undertaken by the United States in 1996, underway in 
the United Kingdom since 1997, and under development since 1999 and now being implemented 
in Australia demonstrates that social policy is founded on the historical development of the social 
architecture in each country and influenced by the political values that emerged in different eras.  
Julia Perry (2000) expressed this poetically in the title of her analysis of these reform packages, 
which she called One Language, Three Accents – a metaphor from which we borrow.   
 
The assumptions and choices made about the current design of the welfare mix in each country 
reflect stated political values and also underlie the principles of reform.  These are exemplified 
by the three public policy logics used to ascribe various roles to states, markets, communities, 
and families in supporting individual well-being.  A comparative summary of our findings for 
the three regimes is presented in Tables 15 and 16.   
 
 
Table 15.  Core Values, Reform Principles, and Public Policy Logics 
 

Reform Components Australia United Kingdom United States 

• Core values Belief in ‘a fair go’ and in 
individual responsibility – 
fairness and compassion 
balanced with self-reliance.  

Belief in the work ethic, 
individual responsibility 
and family values –support 
those in need but build 
community capacity.   

Belief in individual 
autonomy (independence), 
personal responsibility, 
and the work ethic – with 
few exceptions.   

• Key reform principles Individual self-
determination; mutual 
obligations; and the 
support of a social 
coalition.   

A general guarantee 
against poverty; 
employability; community 
economic development; 
promotion of saving and 
asset ownership.   

Increase marriage rates; 
decrease out-of-wedlock 
births; support families with 
children for a limited period 
of time; support for 
employment via significant 
in-work benefits.   

• Public policy logics Security derives from work 
and in-work benefits, social 
assistance, limited social 
insurance, and personal 
and community assets; 
social inclusion through 
active citizenship that 
includes both economic 
participation and 
community involvement; 
and social cohesion 
through a ‘social coalition’ 
that focuses on community 
social and economic 
development.   

Security is achieved 
through employment and 
in-work benefits and a 
mixed tax and contributory 
model; social inclusion via 
anti-poverty measures, as 
well as opportunities for 
voluntary sector 
participation via 
employment programs; 
and social cohesion 
through local community 
economic development 
initiatives.   

Security accrues through 
employment and in-work 
benefits; social inclusion is 
not a priority; a form of 
social cohesion and 
solidarity may develop 
around ‘personal 
autonomy’ among the 
welfare poor, low-income 
workers, union workers, 
and people at all incomes 
who fear market stresses 
and insecurities.   
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Table 16.  Sources of Well-Being in the Welfare Diamond 
 

Institutional Roles Australia United Kingdom United States 

• Role of the state  
in contributing to 
the well-being of 
citizens 

Provide social assistance to 
anyone in need; support 
families with children 
through tax credits and 
collateral benefits; empower 
individuals to contribute to 
society in a way that 
maximizes individual self-
development; and cultivate 
social coalitions.   

Provide security for all; 
support families with 
children through tax 
credits, grants, and 
benefits; help individuals 
to develop the skills 
needed by local 
employers; partner with 
local business and 
community organizations 
to create opportunities 
for employment, training, 
or work experience; and 
provide early childhood 
education and care.   

Increase marriage rates and 
decrease out-of-wedlock 
births; compel individuals to 
support themselves and their 
families and provide tax 
measures as an inducement; 
provide limited benefits for the 
poorest of the aged or 
disabled and, for short time 
periods, to the poorest of 
families with children; provide 
generous support to those 
who work, via in-work benefits 
and some support for work-
family balance.   

• Role of the market  
in contributing to 
the well-being of 
citizens 

Create employment 
opportunities that meet the 
needs of the community; 
facilitate employment for the 
disadvantaged; and support 
philanthropy.   

Create employment 
opportunities for welfare 
recipients and the 
underemployed; and 
work with government to 
create local economic 
development initiatives.   

Create employment and, for 
large corporations, help move 
individuals into independent 
lives via ‘Welfare to Work’ 
partnerships; for financial 
institutions, set up Individual 
Development Accounts.   

• Role of the 
community  
in contributing to 
the well-being of 
citizens 

Provide opportunities for 
community involvement for 
those who are unable to 
work; use charitable trust 
proceeds to invest in the 
community.   

Work with business and 
government toward 
economic development; 
and build the capacity of 
individuals at the local 
level.   

Contribute donations and 
provide social services for the 
needy; lobby government; 
and give financial advice to 
those cashing out Individual 
Development Accounts.   

• Role of the family  
in contributing to 
the well-being of 
citizens 

Work for pay; raise children; 
care for each other, 
including dependent elderly 
and disabled relatives; 
participate in community 
activities; work for pay; and 
build assets through 
personal charitable trusts 
and via community 
philanthropy.   

Work for pay; raise 
children; work for pay; 
and build assets through 
various pension plans, 
child trusts, and personal 
savings.   

Work for pay; provide 
financial support to 
dependent family members; 
and build personal assets via 
employment and through 
private pension plans, and 
savings.   

 
 
We have conceptualized the welfare mix as a ‘diamond,’ first proposed by Evers, et al. (1994) to 
draw distinctions between the contributions to well-being made by communities in addition to 
those understood to come from states, markets, and families.  As we have seen, however, all 
three liberal regimes examined have added an extra dimension to their welfare reforms by 
emphasizing an increasingly important role for the individual – whether through independence 
and personal responsibility in the United States, employability obligations in the United 
Kingdom, or individual self-determination in Australia.  Moreover, these expectations of 
individuals are distinct from the requirements for families, especially in Australia and the United 
Kingdom.  Thus, we introduce here a complementary view of the welfare diamond that we call 
the welfare nest.   
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This construct provides a means of illustrating the relative roles the four institutions of the 
welfare diamond play in supporting the individual’s responsibility for providing well-being.  At 
the centre of the nest is the individual, who is enfolded within the family.  In all three liberal 
regimes reviewed, individuals are expected to demonstrate personal responsibility by providing 
for the well-being of themselves and their families, with clear support from the labour market.  In 
turn, families provide non-market benefits such as intergenerational income transfers and care, 
and are supported in doing so by businesses within the community, and by community-based 
institutions.  The state contributes directly through its own programs and (via public institutions, 
legislation, regulations, and policy) enables the actors and institutions in successive layers of the 
nest to contribute to the provision of well-being.  Conceived in this way, the welfare nest 
demonstrates how individuals are caught in successive layers of support, should one institution in 
the welfare diamond fail or falter.  Moreover, the ‘nest’ analogy reminds us that individuals 
within it are ultimately expected to gain independence and fly on their own.   
 
In liberal regimes, the market always plays a dominant role in allowing the individual to secure 
well-being.  The current reforms have shown, however, the variations in emphasis that Australia, 
the United Kingdom, and the United States place on other institutions in the welfare diamond, 
which are being required to play different roles than in the past.  Figure 1 illustrates the places 
where responsibility is focused and the gaps where it is not, thereby giving ‘shape’ to the welfare 
nest and making similarities and differences among the regimes more explicit.  The assignments 
shown below are somewhat arbitrary, of course, and as such are offered primarily as points of 
reflection and discussion.   
 
 
 

Figure 1.  Layers of Support in the Welfare Nest for Three Regimes 
 
 

Layers in the Welfare Nest Australia United Kingdom United States 

• Families    

• Markets    

• Communities    

• Government    
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One Discourse, Three Dialects 
 
It has been nearly 40 years since Wilensky and Lebeaux (1965) observed that governments 
became involved in supplying welfare when industrialization undermined people’s self-reliance 
and they could no longer rely on traditional family and community networks for support.  This 
comparative analysis of welfare reform in Australia, the United Kingdom, and the United States 
has found that, true to their liberal ideologies, there continues to be a strong emphasis on the 
market in the three regimes.  There has been little interest in market restructuring but, rather, a 
strong emphasis on the design of employment-oriented social policies.  All three regimes are 
redirecting welfare dollars to financial incentives that ‘make work pay’ to enable well-being to 
be achieved through labour force participation.  Moving the individual toward self-sufficiency, 
especially in terms of employability, is a primary goal.  This is the singular discourse shared by 
the three regimes.   
 
Within this discourse, however, are three distinct dialects.  The United States continues to view 
the market as its primary source of welfare.  The United Kingdom is attempting to use a ‘third 
way’ to deal with the problems arising from its fairly recent move to neo-liberalism.  The market 
is still a dominant source of welfare but the state maintains a broad safety net while encouraging 
stronger roles for the community and family.  Australia has remained true to roots as a wage 
earners’ welfare state and is attempting to build a social coalition that encourages individual self-
determination, both in economic and social terms.  Like the United Kingdom, Australia is also 
making investments in individuals and, through partnerships, in communities.  The lessons 
Canada can draw from these experiences are the subject of the final paper in this series.   
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Appendix A.  Tax Credits and Benefits Available in the United Kingdom 
 
This appendix contains the following tables, which provide detailed information about programs 
provided by the state or employers that form part of the welfare mix in the United Kingdom:   
 
 
Table A-1. Tax Credits Available in the United Kingdom (2 pages) 
 
Table A-2. Benefits Available for Adults in the United Kingdom (12 pages) 
 
Table A-3. Benefits Available for Children in the United Kingdom (2 pages) 
 
Table A-4. Benefits Paid by Local Councils in the United Kingdom (1 page) 
 
 
Conversion rates for Canadian dollar equivalents are not provided for the monetary values shown 
in pounds in the following tables.  As of September 30, 2003, one United Kingdom pound (£1) 
was equivalent to $2.24 Canadian dollars.   
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Table A-1.  Tax Credits Available in the United Kingdom 
 

Program Name Program 
Description 

Child Tax Credit Working Tax Credit Working Tax Credit 
Childcare Element 

• Effective Date April 2003 April 2003 April 2003 
• Replaces Working Families’ Tax 

Credit, Disabled Person’s 
Tax Credit, and Children’s 

Tax Credit 

Working Families’ Tax Credit, 
Disabled Person’s Tax Credit, 

and Children’s Tax Credit 

Working Families’ Tax 
Credit, Disabled Person’s 
Tax Credit, and Children’s 

Tax Credit 
• Department 

responsible for 
policy 

 
Inland Revenue 

 
Inland Revenue 

 
Inland Revenue 

• Eligibility Families with at least one 
child under 16, or at least 
one young person aged 16-
18 who is studying full-time 
(12h/wk).  Can receive tax 
credits for 20 weeks if the 
young person has registered 
with Careers Service or 
Connexions Service.  Tax 
credits discontinue if they 
turn 19 during the 20 weeks.  

Self or partner is working for 
pay on average 16 hours a 
week or more for at least four 
weeks and aged 16 or over 
and responsible for at least 
one child, or aged 16 or over 
and disabled, or aged 25 or 
over and usually work at least 
30 hours a week.   
 

If entitled to a Working Tax 
Credit, couples with a child 
under age 15 can apply for a 
childcare element if both 
work 16 hours or more per 
week or if one partner works 
16 hours or more per week 
and the other receives a 
disability benefit or an invalid 
carriage.   

• Income Tests 
and 
Disqualifications 

Income tested, although 90 
percent of families qualify.  
Couples must make a joint 
application.   
First income threshold for 
those entitled to child tax 
credit only is £13,230 per 
year (£254.76 per week).   

Couples must make a joint 
application.   
For 2003/04, first income 
threshold is £5,060 per year 
(£97 per week); withdrawal 
rate of 37 percent.  Second 
income threshold is £50,000 
per year (£958.90 per week); 
withdrawal rate of 20 percent.   

Value based on annual 
income.  Couples must 
make a joint application.   

• Benefits A family element is payable 
to any family responsible for 
a child, to maximum of £545 
per year.   
A baby addition is paid to 
families with at least one 
child under the age of one, to 
maximum of £545 per year.   
A child element for each 
child, to maximum of £1,445 
per year.   
A disabled child element is 
paid instead if the child has a 
disability, to maximum of 
£2,155 per year and an 
enhanced rate of up to £8655 
per year is paid for a child 
with a severe disability.   
Not payable at all if tax credit 
entitlement is less than £26 
for the financial year.   

A basic adult element of up to 
£1,525 per year is paid to a 
person working 16 hours or 
more a week or if both 
partners are working 16 hours 
or more a week, the couple 
must choose which partner will 
receive the credit.   
An extra element is paid to 
single parents and couples (up 
to £1,500 per year); if self or 
self and partner work total of 
30 hours or more per week 
(up to £620 per year) or are 
employed and disabled (up to 
£2,040 per year) or are 
severely disabled (up to £865 
per year); or if aged 50 plus 
and employed after being on 
benefits (up to £1,500 per year 
for 16-29 hours of work per 
week or up to £1,565 for 30 
plus hours of work per week).   

Childcare element is paid to 
the partner receiving the 
Child Tax Credit (i.e., the 
person mainly responsible 
for caring for the 
child/children), who does not 
have to be the partner 
receiving the Working Tax 
Credit.   
Paid to a maximum of 70p 
for every £1 paid in childcare 
costs.  Limit of £135 per 
week for one child and £200 
for two or more.   

Source: Government of the United Kingdom, “Inland Revenue – Tax Credits Online” Web site.   
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Table A-1, continued (page 2 of 2) 
 

Program Name Program 
Description 

Working Families’ 
Tax Credit 

Disabled Person’s 
Tax Credit Children’s Tax Credit 

• Effective Date October 1999 – April 2003 October 1999 – April 2003 October 1999 – April 2003 
• Replaces Family Credit Disability Working Allowance n/a 
• Department 

responsible for 
policy 

 
Inland Revenue 

 
Inland Revenue 

 
Inland Revenue 

• Eligibility A tax credit for those working 
for pay (employed or self-
employed) on average 16 
hours a week or more and 
raising a child under 16 or a 
child under 19 who is studying 
full-time.  Several extra 
benefits can be applied.   

A tax credit available to 
working people with a 
disability.   

n/a 

• Income Tests 
and 
Disqualifications 

Income threshold is £94.50 per 
week.  Savings between 
£3,000 and £8,000 determines 
amount of credit entitlement.  
Savings over £8,000 usually 
disqualify entitlement.  Child 
maintenance payments not 
included in income test.   

Income threshold is £73.50 
per week for a single person 
and £94.50 per week for a 
lone parent or couple.   

n/a 

• Benefits Rates paid after June 2002:   
A basic tax credit is paid up to 
£62.50 per week.   
A 30-hour extra element is 
paid up to £620 per year if self 
or self and partner work total of 
30 hours or more per week.   
A child tax credit is paid up to 
£26.45 per week for children 
under 16, and up to £27.20 per 
week for children aged 16-18.   
A disabled child tax credit is 
paid up to £35.50 per week 
and an enhanced disability tax 
credit is also paid up to £46.75 
per week for a severely 
disabled child.   
An enhanced disability tax 
credit is paid up to £16.25 per 
week to lone parents or 
couples.   
Maximum eligible childcare tax 
credit is £135 per week for one 
child and up to £200 per week 
in total for two or more 
children.   

Rates paid after June 2002:  
A single person basic tax 
credit is paid up to £62.10 
per week.   
A lone parent or couple 
basic tax credit is paid up to 
£95.30 per week.   
An enhanced disability tax 
credit is paid up to £16.25 
per week to lone parents or 
couples or up to £11.25 per 
week to a single person.   
The 30-hour extra element, 
child tax credit, disabled 
child tax credit, enhanced 
disability tax credit for a 
severely disabled child, and 
maximum eligible childcare 
tax credit are all paid at the 
same rates as those shown 
for the Working Families’ 
Tax Credit.   

Rates paid after June 2002:  
A children’s tax credit is 
paid at £5,290 per year.   
A baby rate is paid for at 
least one child under the 
age of one at £10,490 per 
year.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Inland Revenue – Tax Credits Online” Web 
site.   
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Table A-2.  Benefits Available for Adults in the United Kingdom 
 

Program Name Program 
Description 

Jobseeker’s Allowance Income Support Minimum Income 
Guarantee 

• Effective Date October 1996 
(amended February 2003) 

October 1996 
(amended December 2002) 

Longstanding program 
(to end in October 2003) 

• Replaces Income Support for the 
Unemployed 

n/a To be replaced by a 
Pension Credit 

• Department 
responsible for 
policy 

 
Jobcentre or Jobcentre Plus 

 
Jobcentre Plus 

 
The Pension Service 

• Eligibility Men under age 65 and women 
under age 60 who are not 
working or working on average 
less than 16 hours a week, and 
are capable of working, available 
for work, and actively seeking 
work may qualify for one of two 
types of Jobseeker’s Allowance 
(JSA).   
For contribution-based JSA, 
claimant must have paid a 
certain number of National 
Insurance contributions 
(excluding those for self-
employment).   
Persons on low income who 
have not paid National Insurance 
contributions may qualify for 
income-based JSA.   

A benefit payable for people 
on low income aged 16 to 59, 
who are not working or who 
work for pay on average less 
than 16 hours per week.   
May qualify if self and partner 
are unemployed due to 
parental leave.  May qualify is 
sick and claiming Incapacity 
Benefit.   
Severely disabled people at 
highest rate of Disabled 
Living Allowance for care and 
some students may qualify.   
Pregnant women and people 
with children under the age of 
five are also entitled to 
receive free milk and 
vitamins.   

A benefit payable for people  
(self or partner) aged 60 and 
over to top up any money 
already coming in to a minimum 
level set by the Government.   
Those aged 60-64 may choose 
to claim a Jobseeker’s 
Allowance in lieu of a Minimum 
Income Guarantee.   
The Minimum Income 
Guarantee will be replaced by a 
Pension Credit in October 2003 
[details not yet available].   

• Income Tests 
and 
Disqualifications 

Contribution-based JSA is paid at 
a fixed rate for up to 26 weeks, 
based on the claimant’s age.  
The amount may be reduced if 
the claimant has an occupational 
or personal pension over a 
certain amount.   
Income-based JSA is based on 
“how much the law says you 
need to live on.”   
Savings between £3,000 and 
£8,000 determines amount of 
entitlement, and savings over 
£8,000 usually disqualify 
entitlement.   
A partner working less that 24 
hours per week will affect amount 
of benefit paid; partner working 
24 hours per week usually 
disqualifies entitlement.   
If partner is aged 60 or over, 
savings between £6,000 and 
£12,000 determines amount of 
entitlement, and savings over 
£12,000 usually disqualify 
entitlement.      (continued) 

Savings between £3,000 and 
£8,000 determines amount of 
entitlement, and savings over 
£8,000 usually disqualify 
entitlement.   
A partner working less that 
24 hours per week will affect 
amount of benefit paid; 
partner working 24 hours per 
week usually disqualifies 
entitlement.   
Do not qualify if required to 
attend a Jobcentre regularly 
(see Jobseekers’ Allowance).  

The benefit amount depends on 
claimant’s circumstances and 
the amount of their savings.   
Income considered in 
calculating the benefit includes 
State Pension and any other 
pension received, for example, 
an occupational pension.  
However, certain types of 
income are completely ignored, 
including Disability Living 
Allowance, Attendance 
Allowance, Housing Benefit or 
Council Tax Benefit.   
If partner is aged 60 or over, 
savings between £6,000 and 
£12,000 determines amount of 
entitlement, and savings over 
£12,000 usually disqualify 
entitlement.   
If person lives in a residential 
care or nursing home, savings 
over £10,000 determines 
amount of entitlement, and 
savings over £16,000 usually 
disqualify entitlement.   
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Table A-2, continued (page 2 of 12) 
 

Program Name Program 
Description 

Jobseeker’s Allowance Income Support Minimum Income Guarantee 

• Income Tests 
and 
Disqualifications  
 
(continued) 

If person lives in a residential 
care or nursing home, savings 
over £10,000 determines 
amount of entitlement, and 
savings over £16,000 usually 
disqualify entitlement.   

 
(see previous page) 

 
(see previous page) 

• Benefits Weekly rates for contribution-
based JSA:  aged 16-17, 
£32.50; aged 18-24, £42.70; 
aged 25 or older, £53.95.   
Weekly rates for income-based 
JSA:  For single people:  aged 
16-17, £32.50; aged 18-24, 
£42.70; aged 25 or older, 
£53.95.  For couples:  both 
under 18, £32.50; both under 
18 and one disabled, £42.70; 
both under 18 and responsible 
for a child, £64.45; one under 
18 and one 18-24, £42.70; one 
under 18 and one over 25, 
£53.95; both 18 or over, 
£84.65.  Personal allowance 
for lone parents:  aged 16-17, 
£32.50 or depending on 
circumstances, £42.70; aged 
18 or older, £53.95.  For 
dependent children from birth 
to September following 16th 
birthday, £33.50; from 
September following 16th 
birthday to the day before 19th 
birthday, £34.30.   
Additional weekly Premiums 
are paid the same as for 
Income Support.  A “test trade” 
Top-Up Grant is available for 
up to 26 weeks to starting a 
business.   
A Jobseeker’s Interview is held 
at a Jobcentre (or Connexions 
Service job placement office) 
with a Personal Advisor, who 
will discuss the kinds of work 
sought and the best ways of 
finding a job; give information 
about jobs, training and other 
opportunities; and develop a 
Jobseeker’s Agreement (based 
on the above) during the first 
interview.  Claimants must 
meet with their Advisors every 
two weeks and report for 
periodic detailed interviews.   

Weekly rates paid after 
October 2002:  For single 
people:  aged 16-17, £32.90 or 
depending on circumstances, 
£43.25; aged 18-24, £43.25; 
aged 25 or older, £54.65.  For 
couples:  both 18 or over, 
£85.75; varies if one partner 
under 18.  Personal allowance 
for lone parents:  aged 16-17, 
£32.90 or depending on 
circumstances, £43.25; aged 
18 or older, £54.65.  For 
dependent children from birth 
to day before 19th birthday, 
£38.50.   
Additional weekly Premiums 
paid after October 2002:  
Family – £15.75.  Family (one 
lone parent rate for people with 
preserved rights) – £15.90.  
Bereavement – £22.80.  
Disabled child – £41.30.  Carer 
– £25.10.  Severe disability 
(paid for each adult who 
qualifies) – £42.95.  Pensioner 
– £47.75 (single); £70.05 
(couple).  Enhanced pensioner 
(aged 75-79) – £47.75 (single); 
£70.05 (couple).  Higher 
pensioner – £47.75 (single); 
£70.05 (couple).  Disability – 
£23.30 (single); £33.25 
(couple).  Enhanced disability – 
£11.40 (single); £16.45 
(couple); £16.60 (child).   
Housing cost deductions for 
non-dependents are also 
available.  Rates vary 
according to circumstances 
and income –ranging from 
£7.40 to £47.75 per week.   
Residential allowances are 
also available to those claiming 
Income Support who live in 
residential care homes or 
nursing homes – ranging from 
£65.50 to £77.45 per week.   

Minimum Income Guarantee is 
paid as Income Support.  It tops 
up income to £102.10 per week 
for single people and to 
£155.80 per week for couples.   
The benefit may be higher if, for 
example, the claimant is 
disabled and lives alone or with 
another disabled person; is a 
carer receiving a Carer’s 
Allowance; has certain housing 
costs that are not covered by a 
Housing Benefit; or if claimant 
or their partner receives Child 
Benefit for a child.   
Jobseekers aged 60-64 can 
choose to receive a Minimum 
Income Guarantee in lieu of a 
Jobseeker’s Allowance.   
 

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.  
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Table A-2, continued (page 3 of 12) 
 

Program Name Program 
Description 

Back to Work Bonus Business Start-Up Employment on Trial 

• Effective Date December 2002 (amended) April 2002 (amended) December 2002 (amended) 
• Department 

responsible for 
policy 

 
Jobcentre Plus 

 
Jobcentre Plus 

 
Jobcentre Plus 

• Eligibility Bonus paid if self or partner 
have been getting Income 
Support or Jobseeker’s 
Allowance and working less 
than 16 hours per week (24 
hours per week for partner) 
and stopped getting benefit 
because of an increase in 
the number of hours worked 
or the amount earned.   

Program available to people 
who are unemployed and 
thinking of starting their own 
business.   

Program available to people 
who are out of work and 
looking for a job and who are 
prepared to try out a new job 
but are concerned about how 
it will work out.   

• Income Tests 
and 
Disqualifications 

Amount based on the 
amount of claimant’s part-
time earnings from day 92 
onwards of claim for Income 
Support or Jobseeker's 
Allowance.  Bonus paid 
ranges from £5 to £1,000.   

The rules depend on the 
particular scheme.   

Participant must not have 
done any paid work for the 13 
weeks prior to starting the 
new job.   
Employment on Trial only 
applies if person is in work for 
four weeks but not more than 
12 weeks.   

• Benefits A one-time payment of up to 
£1,000.   

There are many different 
schemes, including New 
Deal.   
Schemes are run by 
specialist training providers 
and organizations like local 
councils, Training and 
Enterprise Councils, Local 
Enterprise Companies in 
Scotland, Enterprise 
Agencies, the Prince’s Trust, 
Chambers of Commerce, 
and others.   
The amount available 
depends on the particular 
scheme.  More information 
is also available through 
Business Links (in England), 
The Small Business 
Gateway (in Scotland), and 
Business Connect (in 
Wales).   

Program “giving you 
confidence to start a new job 
– even if you are not sure it 
will work out.”   
If person is in work for four 
weeks but not more than 12 
weeks and gives up the new 
job during that period, their 
Job Seeker’s Allowance will 
not be affected because they 
left voluntarily.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.  

 



 

One Discourse, Three Dialects:  Changing the Social Model in Australia, the United Kingdom, and the United States 97 

Table A-2, continued (page 4 of 12) 
 

Program Name Program 
Description 

Job Grant Jobfinder’s Grant Lone Parent’s Benefit Run-On 

• Effective Date December 2002 (amended) April 2002 (amended) December 2002 (amended) 
• Department 

responsible for 
policy 

 
Jobcentre Plus 

 
Jobcentre Plus 

 
Jobcentre Plus 

• Eligibility People aged 25 and older 
who are starting full-time 
work that is expected to last 
for five weeks or more and 
who have been getting 
Income Support, 
Jobseeker’s Allowance, 
Incapacity Benefit or Severe 
Disablement Allowance or a 
combination of those 
benefits for at least 52 
weeks immediately before 
moving into full-time work.   

Self or partner have been 
getting Jobseeker’s 
Allowance for more than 
two years (time on 
Incapacity Benefit may 
also count) and individual 
has gotten a new job that 
is for 16 hours or more per 
week and expected to last 
for six months or more 
and will pay £5.00 per 
hour or less or £200 per 
week or less before tax.   

Lone parents who have been 
getting Income Support, 
Minimum Income Guarantee or 
income-based Jobseeker’s 
Allowance for at least 26 weeks 
and who start work or increase 
the time worked to 16 hours per 
week or more or start full-time 
work that is expected to last for 
five weeks or more.   

• Income Tests 
and 
Disqualifications 

Lone parents are not entitled 
to a Job Grant but may 
qualify for the Lone Parent’s 
Benefit Run-On.   

New job will be 16 hours 
or more per week and pay 
£5.00 per hour or less or 
£200 per week or less 
before tax.   

Based on previous low income 
payments.   

• Benefits A tax-free payment of 
£1,000 for persons going 
into full-time work.   
No claim is required; 
payment will automatically 
be made.   

Not specified.   An extra two weeks of benefit in 
the amount of Income Support, 
Minimum Income Guarantee or 
income-based Jobseeker’s 
Allowance that would have 
been received prior to 
increasing working hours or 
starting work.   
Lone parents who receive the 
Lone Parent’s Benefit Run-On 
will also keep the maximum 
Housing Benefit and Council 
Tax Benefit for a total of four 
weeks after increasing working 
hours or starting work.   
No claim is required; payment 
will automatically be made.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web 
site.   
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Table A-2, continued (page 5 of 12) 
 

Program Name Program 
Description 

New Deal Jobmatch Allowance Social Fund Crisis Loans 

• Effective Date December 2002 (amended) April 2002 (amended) December 2002 (amended) 

• Department 
responsible for 
policy 

 
Jobcentre Plus 

 
Jobcentre or Jobcentre Plus 

 
Benefits Agency 

• Eligibility New Deal helps people who 
are ready for work to find a job 
and improve their 
employability by working with 
local employers and training 
providers to get the skills 
employers want.   
Participation is:  available to 
those aged 16-17 but they 
must seek both work and 
training; required of people 
aged 18-24 claiming Job 
Seekers Allowance for at least 
six months; open to people 
aged 25 plus claiming Job 
Seekers Allowance for 18 of 
the past 21 months and 
mandatory for those claiming 
benefit for 24 months or more; 
optional for people aged 50 
plus who are claiming 
Jobseeker’s Allowance, 
Income Support, Incapacity 
Benefit, and several other 
specialized benefits or if a 
husband, wife or partner is 
claiming benefits on the 
person’s behalf for at least six 
months; available to lone 
parents who are not in work or 
who are working less than 16 
hours a week; and voluntary 
for sick or disabled people on 
health benefits who want to 
work.  Partners of those 
receiving some benefits may 
also qualify.   

People aged 18-24 receiving 
Jobseeker’s Allowance who 
have been out of work for one 
year or more and who are 
starting work of 16 hours per 
week or more but less than 30 
hours per week.    

People aged 16 and older who 
are unable to pay for basic 
living costs (or “something 
else”) and this will be a serious 
risk to the health and safety of 
the person or their family and 
they cannot get help in any 
other way.   
Applicant does not need to be 
receiving any benefits to qualify.  

• Income Tests 
and 
Disqualifications 

For most candidates, see 
Jobseeker’s Allowance for 
applicable income tests and 
disqualifications.   
For jobseeker’s aged 50 and 
older, criteria depend on 
which of which benefits are 
being received (see Eligibility), 
alone or in combination.   

Not specified.  However, 
recipients will be encouraged 
to increase their earnings by 
increasing the number of 
hours worked for the same 
employer; taking one or more 
other part-time jobs; finding 
full-time work with another 
employer; or keeping their 
part-time job and starting part-
time self-employed work.   

The loan amount depends on 
claimant’s circumstances and 
the amount of their savings.   
Claimant must agree as to how 
the loan will be paid back.  If 
claimant has problems paying 
back the loan as agreed, the 
Benefits Agency may be able to 
help.   
If claimant has already 
borrowed from the Social Fund 
and still owes money, it may 
affect the loan amount.   
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Table A-2, continued (page 6 of 12) 
 

Program Name Program 
Description 

New Deal Jobmatch Allowance Social Fund Crisis Loans 

• Benefits For those aged 18-24, a 
series of job-focused 
interviews with a Personal 
Advisor are held over four 
months (the “Gateway”) to 
identify the kind of work 
sought; develop an action 
plan for getting that kind of 
job; provide help with 
applying for work, skills 
upgrading, and 
transportation; and identify 
what extra help may be 
needed.  Thereafter, an 
agreement will be made for 
full-time intensive help 
including work experience 
with an employer or 
voluntary organization, 
training for a specific job, 
courses to develop skills 
employers want, and 
practical help with 
applications and interview 
practice.   
For those aged 25 plus, the 
same “Gateway” period 
applies.  Thereafter, an 
agreement will be made for 
a full-time package of 
intensive help, based on the 
claimant’s individual 
circumstances.   
New Deal for Lone Parents 
provides financial help to 
cover the costs of finding 
work, and advice on 
childcare and other benefits 
to ensure parents are better 
off in work.   
New Deal for Disabled 
People provides help 
through Job Brokers for 
matching claimant’s skills 
and abilities to what 
employers need.   
People aged 50 plus can 
work with a Personal Advisor 
or access a wide range of 
practical help with job search 
skills, costs for travelling to 
interviews, work-based 
learning for adults, and work 
trials, plus extra help for the 
disabled.  A Training Grant 
is also available.   

An allowance paid for six 
months to participants in New 
Deal for Young People.   
If recipient changes 
employers but there is no 
break between jobs, the 
Jobmatch Allowance will be 
retained.   
Amount not specified.   

An interest free loan for help in 
an emergency or disaster that 
the claimant has to repay.  The 
loan amount depends on 
claimant’s circumstances and is 
not a standard amount.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.  



 

100 January 2004 Canadian Policy Research Networks Inc. 

Table A-2, continued (page 7 of 12) 
 

Program Name Program 
Description 

Statutory Sick Pay Incapacity Benefit Disability Living Allowance 

• Effective Date June 2003 (amended) April 1995 
(amended January 2003) 

April 2003 (amended) 

• Replaces n/a Sickness Benefit and 
Invalidity Benefit 

n/a 

• Department 
responsible for 
policy 

 
Paid by employer 

 
Jobcentre Plus 

 
Disability and Carers Service 

• Eligibility People who are employed 
and earning enough on 
average for it to be 
“relevant” for National 
Insurance purposes (a lower 
amount than required to 
begin making National 
Insurance contributions) and 
become sick and are sick for 
at least four days in a row 
(including weekends and 
bank holidays).   

People who have paid 
National Insurance 
contributions and who have 
been incapable of work 
because of sickness or 
disability for at least four 
days in a row (including 
weekends and public 
holidays).   
People who are incapable of 
work and have been for at 
least 28 weeks without a 
break.   
People aged 16 or over but 
under age 20 (25 if in 
education or training at least 
three months immediately 
before age 20) and who 
became sick during that 
time.   

People aged 16 or over but 
under age 65 who have 
needed help for three months 
because of a severe physical 
or mental illness or disability 
and are likely to need help for 
at least another six months.   
People with a terminal illness 
can qualify “quickly and 
easily.”   
Claimants can qualify for the 
allowance even if no one is 
actually providing the care 
they need.   
People receiving the 
allowance at age 65 will 
continue to receive it as long 
as help is still needed.   

• Income Tests 
and 
Disqualifications 

Individual circumstances 
may affect the amount that 
is paid.   

Not paid if person is over the 
state pension age when they 
become sick.   
Incapacity Benefit under the 
“rules for young people” only 
applies to those who have 
been incapable of work for 
28 weeks without a break.   

Not affected by savings.   
Not usually affected by other 
money coming in.   
May not qualify if in hospital or 
residential care.   
The Disability Living 
Allowance is usually ignored 
as income for calculating 
Income Support or 
Jobseeker’s Allowance.   
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Program Name Program 
Description 

Statutory Sick Pay Incapacity Benefit Disability Living Allowance 

• Benefits Statutory Sick Pay benefits 
are payable for up to 28 
weeks in one spell of 
sickness (spells of at least 
four days in a row with eight 
weeks or less between them 
count as one spell).   
Claimants with more than 
one job may be entitled to a 
Statutory Sick Pay benefit 
from each employer.   
If claimant’s average 
earnings before deductions 
(e.g., tax and National 
Insurance) are £77.00 per 
week or more, the standard 
rate paid for Statutory Sick 
Pay is £64.35 per week.   
If Statutory Sick Pay benefit 
ends, recipient can claim an 

Incapacity Benefit.  ) 

Short-term Incapacity 
Benefit at the lower rate is 
paid if sick for at least four 
days or under the special 
rules for young people, for 
28 weeks.   
Short-term Incapacity 
Benefit at the higher rate is 
paid if sick for at least 28 
weeks but less than 52 
weeks or under the special 
rules for young people, 
receiving the Incapacity 
Benefit for 28 weeks.   
Long-term Incapacity Benefit 
is paid if sick for over 52 
weeks or under the special 
rules for young people, 
receiving the Incapacity 
Benefit for 52 weeks.   
Weekly rates are as follows:  
Under state pension age:  
short-term lower rate, 
£53.50; short-term higher 
rate, £63.25; long-term basic 
rate, £70.95.   
Over state pension age:  
short-term lower rate, 
£68.05; short-term higher 
rate, £70.95.   
Incapacity age addition 
(available if qualified for the 
long-term Incapacity Benefit 
and under age 45 the day 
claimant became unable to 
work, which includes the 
days Statutory Sick Pay was 
received):  lower rate, £7.45; 
higher rate, £14.90.   
Reductions after six weeks 
in hospital:  if claimant has a 
dependent, reduction is 
£15.10; if claimant does not 
have a dependent, reduction 
is £28.70; if claimant’s 
dependent is in hospital, 
reduction in the extra money 
received for the dependent 
is £15.10.   

The amount depends on 
claimant’s individual 
circumstances.   
Weekly amounts paid are as 
follows:   
Care component (paid 
because claimant needs 
looking after):  higher rate, 
£56.25; middle rate, £37.65; 
lower rate, £14.90.   
Mobility component (paid to 
help claimant get around):  
higher rate, £39.30; lower 
rate, £14.90.   

Similar benefits for those 
aged 65 and older are paid as 

an Attendance Allowance.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.  
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Program Name Program 
Description 

Disability Living 
Allowance 

for a Child Under 16 
Disability Income 

Guarantee 
Severe Disablement 

Allowance 

• Effective Date April 2001 April 2001 Program phased out  
as of April 2001 

• Department 
responsible for 
policy 

 
Disability and Carers 

Service 

 
Benefits Agency 

 
Benefits Agency 

• Eligibility Disability Living Allowance 
for a Child Under 16 can 
be claimed for a child with 
a severe physical or 
mental illness or disability 
who needs much more 
help or looking after than 
other children of the same 
age.   
The child must be under 
three months and 
terminally ill or aged three 
months or older and 
generally needs extra help 
or looking after or 3 years 
or older and has severe 
difficulty walking or 5 years 
or older and needs extra 
help getting around 
outdoors.   

From April 2001, severely 
disabled people who get the 
highest rate of Disabled 
Living Allowance for care will 
usually be able to receive 
more Income Support as 
part of the new Disability 
Income Guarantee.  See 
Income Support for details.   

From April 2001, no new 
claims are permitted.   
Incapacity Benefit would apply 
instead.   

• Income Tests 
and 
Disqualifications 

Not specified.   See Income Support.   Not specified.   

• Benefits Weekly amounts paid are 
as follows:   
Care component (paid 
because child needs 
looking after):  higher rate, 
£57.20; middle rate, 
£38.30; lower rate, £15.15.  
Mobility component (paid 
because child needs help 
to get around):  higher rate, 
£39.95; lower rate, £15.15.  

See Income Support.   Severe Disablement 
Allowance benefits claimed 
prior to April 2001 will usually 
continue to be paid.  Amount 
of benefit not specified.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web 
site.   
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Table A-2, continued (page 10 of 12) 
 

Program Name Program 
Description 

Attendance Allowance Carer’s Allowance Bereavement Allowance 

• Effective Date July 2003 (amended) June 2003 (amended) April 2001 
(amended June 2003) 

• Replaces n/a n/a Widow’s Pension 

• Department 
responsible for 
policy 

 
Disability and Carers Service 

 
Disability and Carers Service 

 
Jobcentre Plus 

• Eligibility People who became ill on or 
after their 65th birthday and 
who need help to look after 
themselves and who have 
needed help for at least six 
months.   
Paid at different rates 
depending on time of day that 
care is needed.   
People with a terminal illness 
can qualify “quickly and 
easily.”   
Claimants can qualify for the 
allowance even if no one is 
actually providing the care 
they need.   

An allowance paid to full-
time carers aged 16 or older 
who spend at least 35 hours 
per week looking after 
someone who is receiving 
an Attendance Allowance; 
Disability Living Allowance; 
or either an Industrial 
Injuries Disablement Benefit 
or War Pensions ‘Constant 
Attendance Allowance.’   
As of October 2002, carers 
aged 65 and older are 
entitled to claim the 
allowance.  “Abolishing the 
age restriction will benefit 
significant numbers of lower 
income carers and those 
carers (mostly women) with 
no Retirement Pension or a 
reduced rate of Retirement 
Pension.”   

New bereavement benefits for 
men and women were 
introduced in April 2001 but  
do not affect women who were 
already getting benefits under 
the Widow’s Pension scheme if 
they qualify under the rules.   
A widow or widower aged 45 or 
older when the spouse died and 
not bringing up children 
A Bereavement Allowance, paid 
for 52 weeks from the date of 
bereavement via weekly 
payments, and a one-off 
Bereavement Payment, are  
both based on the late spouse’s 
National Insurance 
contributions.   
In some cases, a Dependent 
Children’s Bonus may also be 
available.   

• Income Tests 
and 
Disqualifications 

Not affected by savings.   
Not usually affected by other 
money coming in.   
May not qualify if in hospital or 
residential care.   
The Attendance Allowance is 
usually ignored as income for 
calculating Income Support or 
Jobseeker’s Allowance.   

Income tested.   
Other benefits that are 
received may increase or 
decrease.   
Certain benefits for the 
person the carer looks after 
may sometimes reduce.   

Not specified.   

• Benefits The amount depends on the 
claimant’s individual 
circumstances.   
Weekly amounts paid are as 
follows:  higher rate:  £56.25; 
lower rate:  £37.65.   
Christmas Bonus:  If getting a 
Retirement Pension, Over 80 
Pension, Attendance 
Allowance, or Income Support 
paid over state pension age, a 
tax-free bonus of £10 will be 
paid annually.   

The amount depends on the 
claimant’s individual 
circumstances.   
The weekly amount paid is 
£43.15.   
If the disabled person dies, 
the Carer’s Allowance will 
continue for a further 8 
weeks to “help ex-carers 
who have recently been 
bereaved by giving them 
time to adjust and make 
plans for their own future.”   

The standard rate is £77.45 per 
week but drops incrementally for 
each year the survivor was aged 
54 (£72.03) through age 45 
(£23.24) at the time of spouse’s 
death.   
The weekly Dependent 
Children’s Bonus is £9.65 for 
the oldest child and £11.35 for 
all other qualifying children.   
A one-off Bereavement 
Payment of £2,000 may also  
be payable.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.    
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Table A-2, continued (page 11 of 12) 
 

Program Name Program 
Description 

State (Retirement) Pension Over 80 Pension Home Responsibilities 
Protection Scheme 

• Effective Date April 2003 (amended April 2003 (amended) Not specified 
• Department 

responsible for 
policy 

 
Pension Service 

 
Pension Service 

 
Pension Service 

• Eligibility A State Pension is for people 
who have reached State 
Pension age (65 for men and 
60 for women, but the age for 
women will change gradually 
starting in 2010 until it reaches 
age 65 by 2020).   
The State Pension is based on 
National Insurance (NI) 
contributions made by self or 
partner, and is made up of 
different elements.   
Depending on individual 
circumstances, a State Second 
Pension may be paid as an 
additional benefit.   

An Over 80 Pension is a 
non-contributory pension 
for people aged 80 or over 
with little or no State 
Pension who are living in 
England, Scotland or 
Wales.   

People who do not work or 
whose earnings are low and 
who are caring for someone 
may be able to get Home 
Responsibilities Protection.   
Available to people on 
income Support who do not 
need to register for work 
because they are caring for 
someone who is sick or 
disabled or claiming a Child 
Benefit for a child under the 
age of 16 or spending at 
least 35 hours per week 
looking after someone who 
is receiving an Attendance 
Allowance, Disability Living 
Allowance (at he middle or 
highest rate for personal 
care), or a Constant 
Attendance Allowance.   

• Income Tests 
and 
Disqualifications 

Based on National Insurance 
contribution credits accrued.   

Not specified.   If in receipt of a Carer’s 
Allowance, National 
Insurance credits will accrue 
and Home Responsibilities 
Protection will not usually be 
needed.   
Women cannot get Home 
Responsibilities Protection 
for any year they are entitled 
to pay reduced National 
Insurance contributions for 
married women and widows, 
while they are working.   

• Benefits Weekly amounts paid are:   
Basic State Pension:  based 
on claimant’s or late spouse’s 
NI contributions, £77.45; 
based on spouse’s NI 
contributions, £46.35; non-
contributory full rate (based on 
residence), £46.35; married 
woman’s full rate (based on 
residence), £27.70; over 80 
addition, £0.25.   
Additional benefits may apply.  

The maximum amount of 
the Over 80 Pension is 60 
percent of the State 
Pension.   
Weekly amount paid is 
£46.35.   

Home Responsibilities 
Protection is not a benefit, 
but a scheme which helps 
people protect their basic 
State Pension.  Extra help 
may be provided through a 
State Second Pension.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.  
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Table A-2, continued (page 12 of 12) 
 

Program Name Program 
Description 

Statutory Maternity Pay Maternity Allowance Sure Start 

• Effective Date April 2003 (amended) June 2003 (amended) 1998 (amended June 2002) 
• Department 

responsible for 
policy 

 
Paid by employer 

 
Jobcentre Plus 

Jobcentre Plus (grant) and 
Sure Start Unit (childcare),  

Dept. for Education and Skills and 
Dept. for Work and Pensions 

• Eligibility Women who are 
expecting a baby and 
who work for an 
employer for 26 weeks 
prior to the 15th week 
before the baby is due 
and who earn enough to 
be “relevant” for National 
Insurance purposes (£77 
a week from April 2003) 
are entitled to Statutory 
Maternity Pay, paid for 
by the employer.   
Women who do not 
qualify for Statutory 
Maternity Pay but who 
have been recently 
employed or self-
employed may be 
entitled to Maternity 
Allowance.   

Pregnant women who do 
not qualify for Statutory 
Maternity Pay and who are 
employed or self-
employed and who earn 
on average £30 or more 
per week.   

Sure Start is the government 
program aimed at delivering the 
best start in life for every child by 
bringing together early education, 
childcare, and health and family 
support.   
Sure Start covers children from 
conception through to age 14, 
and up to age 16 for those with 
special educational needs and 
disabilities.   
A Sure Start Maternity Grant is 
available to new parents who 
receive (self or partner) Income 
Support, Jobseeker’s Allowance, 
Working Families Tax Credit, or 
Disabled Person’s Tax Credit.  It 
must be claimed between the 29th 
week of pregnancy and three 
months after birth, adoption or 
receipt of a parental order 
following surrogacy.   

• Income Tests 
and 
Disqualifications 

Based on qualifying 
employment prior to the 
birth.   

A standard rate is paid 
based on earnings.   
Must be claimed after 26 
weeks of pregnancy and 
prior to the day after the 
birth.  A maternity 
certificate is required from 
a midwife or doctor to 
support the claim.   

The Sure Start Maternity Grant is 
targeted to low income parents.   
The Sure Start program is 
targeted to children living in 
disadvantaged areas and to 
parents on low income.  Its early 
education component will be 
expanded to provide free early 
education for all children aged 
three and four by March 2004.   

• Benefits Statutory Maternity Pay 
was paid for up to 18 
weeks for babies due 
before April 6, 2003 and 
for up to 26 weeks for 
babies due thereafter.   
 

As of April 6, 2003, 
Maternity Allowance is 
paid for up to 26 weeks.   
The standard weekly rate 
for women who earn less 
than £100 per week is the 
lesser of £100 or 90 
percent of average gross 
weekly earnings.   

A Sure Start Maternity Grant of 
£500 (up from £300 prior to June 
16, 2002) is paid from the Social 
Fund to low-income parents 
(birth, adopting a child up to 12 
months of age, or with a parental 
order following surrogacy).   
Sure Start services bring together 
universal, free, early education 
and childcare.  See Box 5 in the 
main document for a full 
description of the childcare 
component of the program.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Sure Start” Web site.   
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Table A-3.  Benefits Available for Children in the United Kingdom 
 

Program Name Program 
Description 

Child Benefit Guardian’s Allowance Widowed Parent’s 
Allowance 

• Effective Date June 2003 (amended) April 2003 (amended) April 2001 (amended) 
• Department 

responsible for 
policy 

 
Child Benefit Office 

Guardian’s Allowance Unit, 
Child Benefit Office 

 
Widowed Mother’s Allowance 

• Eligibility A benefit payable for a 
person raising a child under 
16 or a young person aged 
16-18 who is studying full-
time (12h/wk) or a young 
person under 18 who has 
registered for work or 
training with Careers Service 
or Connexions Service.   
A benefit payable for a 
person paying towards 
bringing up a child who does 
not live with them and for 
whom no one else is 
claiming the benefit for 
them.   

An allowance for people 
bringing up a child because 
one or both of the child’s 
parents has died.   

The allowance is payable to 
the widow or widower of a 
spouse who paid National 
Insurance contributions and 
who is brining up at least one 
child or expecting their late 
husband’s baby or expecting 
a baby as a result of artificial 
insemination or in-vitro 
fertilization.   
Claimants may qualify even if 
they do not receive a Child 
Benefit.   

• Income Tests 
and 
Disqualifications 

Not affected by income or 
savings.   

Guardian must be receiving 
a Child Benefit for the child 
in order to qualify.   

Based on National Insurance 
contributions made by the 
claimant’s late spouse.   
Widowed persons who are 
under age 45 and do not have 
a dependent child or children 
do not qualify for the 
allowance.   
Widowed persons who 
remarry or live with a partner 
do not qualify.   

• Benefits For the eldest child who 
qualifies, £16.05 per week.   
Lone parents with protected 
rights may continue to get 
£17.55 for the eldest child.   
For each other child who 
qualifies, £10.75 per week.   

The allowance for each child 
who qualifies is £11.55 per 
week.   

The allowance is £75.50 per 
week.  An additional £9.65 per 
week may be available for the 
oldest qualifying child, as well 
as a further £11.35 per week 
for each other qualified child.   
Bereavement benefits may be 
available.    

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site.   
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Table A-3, continued (page 2 of 2) 
 

Program Name Program 
Description 

Child Support Maintenance Child Maintenance Bonus Child Maintenance Premium 

• Effective Date March 2003 March 2003 (amended) 
To be phased out under 

new Child Support 
Maintenance 

arrangements.   

March 2003 (amended) 

• Replaces Existing Child Support 
Maintenance scheme 

n/a n/a 

• Department 
responsible for 
policy 

 
Child Support Agency 

 
Jobcentre Plus 

 
Jobcentre Plus 

• Eligibility Help with the cost of bringing 
up a child for a parent 
claiming Income Support or 
Jobseeker’s Allowance, if the 
other parent is either living 
somewhere else in the United 
Kingdom or working for an 
employer based in the United 
Kingdom.   

Benefit for people who 
receive child maintenance 
and are claiming Income 
Support or Jobseeker’s 
Allowance and leave 
benefit to start work.  “Child 
maintenance” includes 
payment decided by a court 
order or the Child Support 
Agency, as well as 
voluntary payments.   

Parents on Income Support or 
income-related Jobseekers 
Allowance may be eligible.   

• Income Tests 
and 
Disqualifications 

Based on the income of the 
parent who does not live with 
the child.   

To qualify, parent must 
apply for a Child 
Maintenance Bonus within 
28 days of leaving Income 
Support or Jobseeker’s 
Allowance.   

Based on the amount of 
benefit received from Income 
Support or income related 
Jobseekers Allowance.   

• Benefits The amount of the Child 
Support Maintenance benefit 
depends on the income of the 
parent who does not live with 
the child.   
Under the new arrangements, 
an additional Child 
Maintenance Bonus or Child 
Maintenance Premium may 
be available.   

A Child Maintenance 
Bonus may be available to 
those who stop receiving 
Income Support or 
Jobseeker’s Allowance 
because they entered paid 
employment.   
The amount available 
builds up while the parent 
is on benefit and getting 
maintenance.   

A Child Maintenance 
Premium may be available to 
parents on Income Support or 
income-related Jobseekers 
Allowance, who will be able to 
keep up to £10 per week of 
any child maintenance paid 
for their child or children 
without it affecting their 
benefit entitlement.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site.   
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Table A-4.  Benefits Paid by Local Councils in the United Kingdom 
 

Program Name Program 
Description 

Housing Benefit Council Tax Benefit Extended Benefits 

• Effective Date June 2003 (amended) June 2003 (amended) March-April 2002 (amended) 
• Department 

responsible for 
policy 

Benefit paid by local councils 
(i.e., County, Borough or City 
Council; or in some areas, 
new Unitary Authority or 
London Borough; Regional or 
Island Council in Scotland).   

Benefit paid by local councils 
(i.e., County, Borough or City 
Council; or in some areas, new 
Unitary Authority or London 
Borough; Regional or Island 
Council in Scotland).   

Benefit paid by local councils 
(i.e., County, Borough or City 
Council; or in some areas, new 
Unitary Authority or London 
Borough; Regional or Island 
Council in Scotland).   

• Eligibility Benefit payable to those on 
low income and paying rent.   

Benefit to those on low income 
and paying council tax.  Not 
affected by other council tax 
discounts (e.g., for those living 
alone).   

Extended benefits to those on 
benefit for at least 26 weeks who 
leave for work (that will last at 
least five weeks) or increase the 
number of hours worked or 
whose wages have increased.   

• Income Tests 
and 
Disqualifications 

Earnings, some benefits and 
tax credits, and occupational 
pensions are reviewed to 
calculate benefit, as will age, 
the ages and size of family, 
whether disabled, and 
whether anyone who lives 
with you could help with the 
rent.   
Savings over £3,000 affect 
benefit amount (over £6,000 
if self or partner is aged 60 or 
over).  Savings over £16,000 
usually disqualify entitlement.  
Special rules apply to those 
under 25 years old and 
single.   
Not usually available to those 
living in a residential care 
facility or nursing home.   

Earnings, some benefits and tax 
credits, and occupational 
pensions are reviewed to 
calculate benefit, as will age, the 
ages and size of family, whether 
disabled, and whether anyone 
who lives with you could help 
with the rent.   
Savings over £3,000 affect 
benefit amount (over £6,000 if 
self or partner is aged 60 or 
over).  Savings over £16,000 
usually disqualify entitlement.   
Special rules apply to students.   

A written claim is not required.  
However, the individual must 
report the change in their 
circumstances within four weeks 
of starting work to their Social 
Security Office (if on Income 
Support) or their Jobcentre (if on 
Jobseeker’s Allowance) and 
their local council.   
 

• Benefits Rent rebate or rent allowance 
to help with rent for single 
person or couple.   
May also help towards things 
like children’s play areas and 
cleaning communal areas.   
Rates vary according to 
circumstances and income – 
ranging from £7.40 to £85.75 
per week.   

The maximum Council Tax 
Benefit is the full council tax you 
have to pay.  Rates vary 
according to circumstances and 
income – ranging from £2.30 to 
£6.95 per week.   
The lone parent premium is 
£22.20 per week.   
A second adult rebate may apply 
if home is shared with one or 
more adults aged 18 or over who 
do not pay rent to you, do not 
pay council tax themselves, 
cannot pay towards your council 
tax, and are not your partner.  
Deductions vary according to 
circumstances and income, from 
7.5 to 25 percent.   

The Extended Council Tax 
Benefit (April 2002) provides an 
extra four weeks’ Council Tax 
benefit at the amount the 
individual has been receiving.  
The amount will depend on the 
value of the Council Tax Benefit 
the individual has been paying.   
The Extended Housing Benefit 
(March 2002) provides an extra 
four weeks’ rent rebate or rent 
allowance at the amount the 
individual has been receiving.  
Lone parents may qualify for a 
further two week extension.  The 
amount will depend on the value 
of the Housing Benefit the 
individual has been paying.   

Source: Government of the United Kingdom, “UK Online – Jobcentre Plus” Web site; “Department for Work and Pensions” Web site.   
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