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A majoraim of the LabourGovenmentelecedin May 1997
was to change British socil policy away from passve
income maintenance towards promoting employment,
investmem and opportunty. Many of its policy initiatives
bear the clear imprint of a social developnent modé. Key words: British social policy, The New Deals, human capital,
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commurity rebuilding through partneship-bagd econome
renewal and the promotion of social capital through
neighbouhood renewé are all explicit priorities in the
governmat’s spendingplans.Note: this apprachto palicy
will coninue in Britain now that Labour hasbeenreturned
for a secoml termin the June2001 generalelecion. Accepted for publication May 3, 2001
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This paper focuses on welfare-to-work programmes ira centralised, state-run social insurance and social
Britain and explores what has been done so far andssistance system with accompanying programmes for
with what overall impact. The centrepiece of thesefamily allowances and non-contributory benefits. The
programmes is the new set of expanded activébasic principles for reform include the aim of
employment programmes — collectively called Theproviding ‘work for those who can and security for
New Deals. Alongside them is a range of programmesghose who cannot’ (DSS, 1998a: iii) and this aim puts
to increase the rewards from low-paid work andwelfare-to-work policy in the centre of all policy
enhance the integration of social and economic policyinitiatives for the working-age population. However, it
Discussion of the new direction for social policy is crucial that readers understand that ‘welfare’ in the
cannot ignore fundamental commitments to economidritish use of this term refers to a huge swathe of
policy that the Labour Government has made. Eager tprogrammes — both social insurance and means-tested
change Labour’'s image as a ‘tax and spend’ party withsocial assistance for both able-bodied and other
a poor record of macroeconomic management, thelaimants.
government has stressed firm economic management Why is the target group for welfare-to-work
to maintain and bolster the strong economic recovernprogrammes so large? The Labour government sees
it inherited in 1997. This is characterised by atheir inheritance from the previous administration as
commitment to low inflation and stable conditions of not only high levels of unemployment, but also as high
growth, seen as central to being able to fund a mordevels of economically inactive claimants — mainly
progressive social policy and to generate jobs for done parents and long-term sick and disabled people —
more work-focused approach. In retrospect, thewho claim a wide range of benefits. This large non-
Labour government was perhaps too cautious wheworking population drove spending from the
it promised not to alter the outgoing government's Department of Social Security (DSS) to levels that
spending plans during its first two years in office. were viewed as unacceptably high. Indeed, the DSS
During a time of growth and expansion, this promisehas been labelled as ‘The Ministry of Failure’ and is to
held back re-investment in public services that arébe dismantled. Financial support for children will
widely viewed as under-resourced. move to the Treasury and the Inland Revenue and will
be primarily provided through a tax credit. Financial
support for working-age people will be provided by
the Department of Education and Employment
‘Welfare reform’ is the term used for all changes to the (DfEE), while support for the elderly will remain the
British income maintenance system, which consists ofesponsibility of a vestige of the former DSS.

Welfare-to-work and welfare reform
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Figure 1. Growthin welfare claimantsacrossthe economiccycle 1979-1997.

Since 1979, policy changes had made unem-
ploymentbenefitslessgenerousaandfar more onerous
to claim, to the extentthat in order to qualify as
‘unemployed’ no restrictionson job searchor uptake
were permitteddue to ill healthor caring for young
children. This policy did not encouragework aswas
intended put effectively pushedone or singlemothers
and the long-term sick and disabledaway from the
labour market and increasedtheir reliance on social
assistancelNo employmentserviceswere availableto
themandthey were not requiredto registerfor work.
Suchclaimantsgrew in numberacrossthe economic
cycle as shown in Figure 1 (DSS, 1998b) and
outnumberedthe unemployedin 1997 as shown in
Figure2 (DSS,1998b).The fact that the unemployed
only represente@®5% of the total welfare population
meantthatthe welfare-to-workschemesverewidened
to include claimants that had no previous link to
employment or training. Previously, the social-
assistancebenefit administrationdid not encourage
themto seekwork andleavebenefit.
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Figure 2. Working-agewelfare claimants1997.
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The New Deals

The unemployedare still the mostimportant priority
for the New Deal programmesBritish unemployment
insurancebenefits(known as ContributoryJobseekers
Allowance) are flat rate and last for six months,but
comprehensiveinemploymentassistances available
(income-testedJobseekersAllowance) as an alter-
native and a supplemenfor anindefinite period.

Youth unemploymenthaslong beenof particular
concern and a huge investmentin a new active
employmentpolicy for the under-25svaspromisedin
the 1997 election manifesto. This was the first
programmeto bearthe name‘New Deal’. Known as
the New Deal for Young People (NDYP), it was
introducednationally in April 1998 as a compulsory
programmefor all 18-24 year olds who had been
unemployedfor six months.The programmeconsists
of anintensiveperiodof individual adviceandsupport
calledthe Gatewaywhichis followed by participation
in one of four options. These include subsidised
employment, full-time education and training,
voluntary work and environmentalwvork.

Long-termunemployments the otherpriority. The
New Deal for Long-termUnemployed(NDLTU) is a
compulsoryprogrammefor thoseaged25 or overwho
havebeenunemployedor 24 months,althoughentry
at 12 and 18 monthswas piloted in some areas.lt
consistsof a period of intensive advice and support
followed by voluntary participation in either sub-
sidisedwork or full-time educatiorandtraining. These
compulsory programmesbuilt upon and expanded
existing employment services and active labour-
marketprogrammedor the unemployed.In addition,
several New Deals were introduced on a non-
compulsorybasisfor otherclaimants.

The New Dealfor LoneParent{NDLP) is aimedat
lone mothers claiming social assistance, Income
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Support(IS), for six monthswho have school-aged
children(their youngesthild is aged5 1/4 or more). It
consistsof an interview with a PersonalAdviser and
sutseqent advice and support that can continue
throughjob searchandin employmentThe New Deal
for DisabledPeople(NDDP) is aimedat claimantsof
contributory invalidity benefitsand social assistance
(IS) andis very similar to the NDLP in provision. It
offersa PersonalAdviserbutalsoaimsto link disabled
peoplewith other programmesand with employers,
andto raiseawarenes®sf their needs.

The New Deal for Partnersof UnemployedPeople
(NDPU) is designedto reach the (mostly female)
partnersof unemployedpeople. For those who are
under 25 and have no children, participationin the
NDYP is voluntary. There are plans to make
participation of this group compulsoryin the near
future. NDPU also consistsof accessto a Personal
Adviserwho also servesthe other partner.

Last, The New Deal for the Over-50s(ND50+) is
aimed at clamants and ther patners who have
receivedsocial assistanceynemploymentenefitsor
incapacitybenefitsfor six months.It offersaccesgo a
PersonalAdviser, but alsoan in-work tax-freebenefit
for the first 12 months of work and a lump-sum
training grant.

A range of complementary policies has been
introduced alongsidethe New Deals. These are of
two types:first, activatingthe delivery of benefitsin a
work-focusedway and secondmakingwork pay.

Activating the delivery of benefits

The New Deal programmesare aimedat peoplewho

havebeenclaiming benefitsfor six monthsor longer
dependingon the specific programme.Additionally,

therehasbeenthe developmenbf anintegratedwvork-

focusedgatewayfor accesgo benefitsfor all working-

age claimants. Called the ONE Service, the new
approachprovides a work-focused interview by a

PersonalAdviser as a part of a claim for all benefits
(apart for those for non-contributory disablement

benefit). The ONE Servicehasonly beenintroduced
in pilot areasof the countryat presentput the statusof

the work-focusedinterview hasbecomea mandatory
conditionof all suchclaimssinceApril 2000in these
areas. The mandate is only for attendance and

participationat the interview. Thereis no compulsion
to take forward action that is suggested at the

interview; for instanceto look for work — exceptfor

unemployedclaimants,wherethereis little difference
to previouspracticeunderJobseekergllowance.The
sensitivity of such interviews to individual circum-
stancessuchas recentbereavemenand birth, and to

the mentaly ill especially, has been stresed in

implementation.
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An alternative approach to long-term unem-
ployment called EmploymentZoneswas also begun
alongsidethe NDLTU in five areasof long-term
structural unemployment. These are Glasgow,
Merseyside,North-West Wales, South Teessideand
Plymouth. The idea behind the zonesis to bring
togetherall programmespendingon unemployment,
both passive benefit spending and training and
education,to pool money in order to offer more
flexible individually-basedintervention at the local
level. Participationis voluntary, and, in fact is not
limited to the unemployed- mostEmploymentZones
developed community-basedemployment strategies
that providedtransitionaljobs providing public goods.

However, the thinking behind EmploymentZones
was abruptly overturnedafter the first year of their
two-year tenure and no further intake was allowed
while new alternativeswere set up. In their place
private for-profit providers were asked to bid to
operatemandatonjob-placemenprogrammedn these
ard other areas. The funding of these new-style
EmploymentZonesis basedon 21 weeksworth of
unemploymenbenefitsandthe providersgive services
for a maximumof six monthsto placethemin work.
Funding encourages sustained work outcomes by
reservingone portion of contractpaymentuntil work
has lasted for 13 weeks. The thinking behind the
schemeowes much to the example of US labour-
marketintermediariessuch as America Works (Nye,
1996). Fifteen such zones were formed and began
operationin April 2000.

All the programmesdescribedso far have been
concentratecn makingthe transitionfrom welfareto
work. Thisis only half of the strategy Theotherhalf is
to makesurethat work providesan adequaténcome,
and to make more childcare available to meet the
needsof womenreturningto low-paid work.

Making work pay

The first major changeto make work pay was the
introduction of a National Minimum Wage. Addi-
tionally, means-testetienefitsfor low-wagedfamilies
with childrenwere mademore generousThe existing
cashbenefit called Family Credit was changedinto
Working Families Tax Credt (WFTC). While it
remainsa means-testedupplementor low-paidwork,
WFTC is primarily paid throughthe tax systeminto
the claimant’'swage packetby their employerunless
the non-working parent specifically asks to be the
recipient,in which caseit remainsa cashbenefitpaid
to them.

The move to paymentthroughthe tax-systemand
via employersshifted administrativeresponsibilityto
the Inland Revenue the British tax authority, and is
part of a wider move to integratecashtransfersand
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incometax. An additionalelementof WFTC wasalso
introducedto help pay childcare costs. There is a
parallelsystemof tax creditsfor disabledpeople— the
DisabledPersonslax Credit. Both tax creditsare paid
for six monthsbeforea newclaimis madeandtheyare
paid immediately, without waiting for year-endtax
filing. Thisimmediatedelivery ensureghatwork pays
at the point of transitionfrom welfare.

Futureexpansiorof tax creditsis proposedhatwill
consolidateall financial help for children. Family
allowanceschild tax allowancessocial assistancéor
children and WFTC will be combinedinto a single
integratedchild credit. In addition, an ‘adult working
tax credit’ will beintroducedo extendeligibility to all
low-paid working adults with and without children
(HM Treasury,2000).

In addition to sudh demand-side subsidies for
childcare,therehasbeena moveto expandprovision
through the National Childcare Strategyand a pre-
school programme called Surestart that is being
introducedin a selectionof poor neighbourhoods.

Theseprogrammesvhen combinedwith the New
Dealsform the centrepiecén the British government’s
movefrom a passivelo an activeincomemaintenance
schemethat promoteswork. What are the strengths
and weaknessesf the approachand how far doesit
represent a move towards developmental social
welfare?

New Deal targeting

Thereis no disputethat the New Deals representa
changefrom passiveincome supporttowardsa more
active work-focused approach. However, the New
Dealsdiffer greatlyin their programmecontent.Table
1 explains,in part, why such differencesoccur by
giving an overview of programme caseloadsand
budgets.Thereis a clear and significant skew within
theNew Dealstowardsthe NDFYP. Theunder-25sare
only 9% of thetotal targetgroupfor all the New Deals,
but get 77% of the budget.This contrastsparticularly
with the older long-term unemployed,11% of the
targetgroup but only 2% of the budget,and Disabled

Table 1. New Deal caseloads and spending profiles

who represen20% of thetargetgroupbutonly get6%
of the budget.

Thesedifferencesn spendingandcaseloadrofiles
are causecby a numberof different factors.First, the
high level of spendingon youth programmess partly
becausesuch programmeswere a political promise,
andthis promisewasto move 250,000young people
from unemploymentnto work. This targetwasmetin
late 2000 (DfEE, 2000). Second, spendingon the
unemployedpopulationhasthe explicit aim of raising
employability aswell asmoving claimantsinto work.
This aim is part of a wider macroeconomigolicy to
improve British productivity in order to dampen
inflation as unemploymen falls (Layard, 1997). A
third reasonis the lifetime consequencesf youth
unemploymentEvidenceshowsthatunemploymenin
youth is associatedwith later, adult unemployment
(Gregg,2000).But the argumentaboutthe high needs
of youth have not been proven relative to the
competingneedsof other populations.The effects of
unemploymentat later age may have severeconse-
quencesfor incomesin retirementas well as subse-
quentunemploymentbut asyet longitudinalevidence
is largely unavailableto make the case for older
workers. A fourth reasonis that young peopleare a
morepolitically-populartargetgroupaspublic opinion
about helping the unemployedis generally negative
(Hills & Lelkes, 1999). A fifth reasonis that man-
datory programmesshould offer more if peopleare
forcedto participate.However,this argumentis weak
given the large differencein programmecontentand
spendingbetweenyouth and long-term unemployed,
both of whom face mandatoryprogrammesThe last
reasonis that welfare-to-wok policies are difficult to
implementand it is betterto help the easiesttarget
groupsfirst andthenfocushelp onthe hardesto serve
later (Layard,1998).With unemploymentatesfalling
to a 20-yearlow, this changein targetingwill in any
casecomeaboutasthe New Deal policies mature,as
long aseconomicgrowth continues.

Overall, the old distinction betweenthe unem-
ployed and other claimant groups has been largely
maintained by the New Deals and this reflects

New Deal Target caseload Spending
Million % of total £ million budget % of budget £ per capita
1997-2002

Under-25s 0.40 9 2,620 77 6,550
Over-25s 0.50 11 50 2 100
Lone parents 0.50 12 190 6 380
Disabled 0.90 20 200 6 220
Partners* 0.22 5 60 2 273
Over-50s* 2.00 44 270 8 135
Total 452 100 3,390 100 580

Source: Author’s calculations from Table 2.1 in Hales et al. (1999).
Notes: * Some potential overlap between populations.
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differences in the aims of the progmamnes. The
mandatory New Deals for the unemployed have
soughtnot only to improvethe transitionfrom welfare
to work but alsoto improveemployability. The volun-
tary New Dealshave mainly focusedon encouraging
the transitionfrom welfareto work. While adviceand
asigance have been widened to encourage lone
mothersand the disabledto enter work, more sub-
stantial resources for raising human capital and
investmenthave been allocatedto the unemployed.
Theunemployedarea heterogeneougroupwith some
very needypeoplewithin it, buttheytendnevertheless
to be neareron averageto labour-markefparticipation
than their disabled and lone-parent counterparts.
Millar suggests that this difference makes the
voluntary New Deals more ‘work first’ in ther
approachrather than being basedon human capital
investment(Millar, 2000).

Performance of the compulsory New Deals

What have these compulsory New Deals achieved?
Thevolumeof peoplewho havegonethroughthe New
Dealsis impressive.Some490,000young peoplehad
enteredthe programmeby May 2000 and 220,000
obtained jobs (TUC, 2000). Over a similar period,
276,000 older unemployedpeople had enteredthe
programmeand 52,000 obtainedjobs (TUC, 2000).
However,thereis a markeddifferencein the propor-
tion finding work from the two New Deals, 45%
versusl9%rrespectivelywhich is areflectionbothon
underlyingdifficulties in the caseloacand programme
content. NDYP has been shown to have had a
significant impact on youth unemploymen and to
havehigh level of entry into jobsthatwould not have
happenedvithout the programme(Anderton,Riley &
Young, 1999).

NDYP's success has largely flowed from
establishingoetterrelationshipsbetweenEmployment
Service advisersand young jobseekers.The indivi-
dualisedapproachbasedon an assessmendf needs
backed by greater flexibility in provision is
exemplifiedin the Gateway;the first elementof the
NDYP programmehatcanlastup to four months.The
relationshipwith the PersonaAdviser hasbeenfound
to be central to Gateway success(Legard, Ritchie,
Keegan& Turner,1998;Legard& Ritchie, 1999).

Greater problems have been encountered with
participationin the four optionsof the NDYP. At this
point, theflexibility of theprogrammaealtersandthose
who havenot foundwork face only four choices.The
first choice, subsidisedemployment,is in reality job
brokering where the employer has come forward or
hasbeensuccessfullyapproachedo participatein the
New Deal. This meansthat entry into this option is
takenby thosewho are mostjob-ready.It alsomeans
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thattheemployers’needsandprejudicesesultin low-
skilled and/orethnic minority youth being lesslikely
to participate.

The otherthreechoiceshave beenperceivedas of
lessvalue than subsidisedwvork. Participationin full-
time educatiorandtraininghasexceede@xpectations,
as it has been viewed as better than mandatory
voluntaryor environmentalvork by mostpatrticipants.
Placemenin or choiceof option is the mostdifficult
point in implementingthe New Deal and the point at
which relationshipswvith PersonaAdvisersareat their
worst. It is alsothe point wherethe potentialto leave
the programmeis at its highest. Options have been
foundto enhancéoth softandhardskills (Woodfield,
Turner& Ritchie, 1999).

One of the aspectsof option participationis less
contact with the Personal Adviser. However, this
proved problematic for the hardest to hdp who
finished their fix-term option and moved on to the
follow-through periodwheretheir PersonalAdviseris
to help them build upon their experienceand gain
work. Implementationof the follow throughhasbeen
characterisetby greatvariationin approachandin the
level of assistancgiven (O’Connor,Bruce& Ritchie,
1999).1t is not clearhow far caseworkfor this group
hasbeena definedpriority within the New Deal.

Turningto theolderunemployedthe NDLTU faces
a populationwhich hasoften encounteredeactivation
programmedbeforeandwhile the majority areanxious
to work, there are also significant levels of demoral-
isation and cynicism (Legard, Molloy, Ritchie &
Saunders2000; Finn, Blackmore& Nimmo, 1998).
Again, the role of the PersonalAdviseris pivotal and
the majority of participants appreciate the new
approachthatfocuseson individual needsandbarriers
to work. However thelack of resourceso backup this
newemphasiss seerasproblematicasall the advisers
have to offer are pre-existingemploymentservices
programmes.The NDLTU has had much experi-
mentationin its delivery and hasmovedto adoptthe
Gateway-type service that served the young
unemployedso well. However, movementsinto jobs
from the advisoryprocesdell from 39%to 17%overa
year while the proportionreturningto benefitroseto
56%. Participationin the follow-up voluntary options
was under5% for employmentand 3% for education
andtraining (Hasluck,2000).

The Non-mandatory New Deals

Participationin the NDLP, NDDP andNDPU is based
on a responsdo an invitation letter. However,some
disabledand lone parentsdo come forward without
lettersof invitation. Resultsrom earlyimplementation
of the schemesshow small participation rates for
disabledpeople:3% of thoseinvited plus further 2%

© Blackwell Publisherd_td andthe InternationalJaurnal of Social Welfare 2001
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of voluntary extras. The rates for lone parentsare
higherataround23% (Arthur etal., 1999;Halesetal.,
2000). Although the programmes are voluntary,
around half of the participating lone parentsjoined
bdieving the programne to be compulsory. Par-
ticipantsin both programmesendedto be thosewho
were already considering work. Both sets of
participants have access to Personal Advisers.
PersonalAdvisersin the NDDP tendedto emphasise
the explorationof optionsfor work andthenprovided
help to accessservicesand employerswith mediation
and intervention where necessary.There was less
emphasion financial planningandthe availability of
in-work benefits than in the NDLP. In both these
programmesthe quality of the PersonaAdviserswere
found to be crucial, with high ratings for advisers
matching overall appredation of the programme
Detailed evaluationof the early NDLP found that it
wasnearlycost-neutrabndhadpositive effects(Hales
etal., 1999).

Lessis known aboutthe implementationand early
evaluationof NDPU andND50+ at thetime of writing.
However,the inclusion of partnersas a targetgroup
haswidenedthe perceivedneedfor childcare,but has
also facedthe sensitiveand difficult matter of intra-
householdoles andresponsibilities The extensionof
opportunity to women who had previously been
ignoredby policy waswelcomed but therewasa real
reluctanceto move into work where their partner
remainedunemployedHales(Stone,Hulusi, Tovey &
Thomas,2000).

The New Deals as developmental social policy

Can these changesin British policy be viewed as
compatible with a developmental social policy
approach?Certainly, the programmeshave fostered
social and economicintegration and have expanded
active labour-marketprogrammedo the unemployed.
They havealso providedactive employmentadviceto
previously ignored groups of claimants. These are
major successesgnd havemadebig improvementsn
provisionin arelatively shortperiodof time. The New
Dealsandprogrammeshatmakework payfit someof
the central definitions of the developmentalpproach
(Midgley, 1996, 1998). Additionally, the delivery of
the new policieshasbeenbackedup with largeinvest-
mentsin programmeevaluation,and recentevidence
suggestdhat much of the new investmentis largely
costeffective (Haleset al., 2000; DfEE, 2000).
However, there are anmbiguities in the British
approachFirst, how far arethe programmesnvesting
in humancapital?The British approacthasonly really
emphasisedraining for the young unemployedwho
are seenasworthy of lifetime targeting.For the older
unemployedandfor othersthe main emphasisasnot

© Blackwell PulishersLtd andthe InternationalJourral of Social Welfare 2001

beenon improving humancapital. Second thereis a
real tersion beween seeing welfare-to-work pro-
granmes as a trarsition to work rathe than an
investmentin a trajectory of social and economic
improvementfor the individuals concernedDoesthe
combinationof transition-basegrogrammesand in-
work subsidiegplaceenoughemphasison moving the
previouslyunemployednto the labour market?Many
will returnfor spellsof unemploymenbut whenthey
do, the current design of programmeswill seekto
placethem efficiently backinto employmentagain.

The large-scalesubsidisatiorof low pay,especially
whenaccompaniedy a minimum wageand delivery
throughemployersnot only bluntsincentivesto work
harderthroughthe poverty trap but could strengthen
‘opportunity traps’. For instance a couplewith young
children, who are both on the minimum wage, will
have little time and no resourceswith which to
improve their own human capital. Their needsfor
better educationalqualifications need more careful
consideratioragainstthe desireto keepthemin work
andoff welfare.Accessto highereducationgspecially
for maturestudentshasbeenworsenedwith changes
to education finance introduced by the Labour
governmentFuturepolicy will haveto balancework
with educationand training more carefully over a
longer time horizon than one that merely focuseson
leaving welfare and getting a job.

Third, what aboutthe hardestto serve?Will they
become a larger proportion of participantsif the
economycontinuesto grow? The core of all the New
Dealsis the provision of PersonalAdvisersand they
haveworked well to addressproblemsof confidence
and marginalbarriersto work. However,the absence
of somethingmore substantiahasoften thwartedand
frustratedtheseprogrammesin this respectthereis
the worrying example of the abandonmentof the
origina  Employment Zones. These had drawn
together national and local community-based
resourcego provide transitionaljobs, but have been
abandonedn favour of a privatised alternative that
emphasiseqquick results. There is a role for both
approachesutit is difficult to seethemascompeting
alternativedfor thosefacing seriousobstacleso work.

Lastly, the develgmental apprach emphaises
both economicparticipationand the developmentof
individualandcommunityassetsTheattentionpaidto
the latter may needfurtherthought,not only for those
who canwork but for thosewho cannot. The British
systemseparatedcashand social work servicesafter
World War Il, andit is only now that social work
approachesire being reintroducedthroughthe useof
PersonalAdvisers.The cashsystempaysout benefits
that reflect severedisablementor the care of very
young children without seekingto link the recipients
into the networks of social-service care and
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community. Similarly, the levels of benefitsfor these
individualsare conspicuouslyow. Thereis no sign of

any consideratiorof improving the quality of welfare
while all the attentionis on determiningwho canand
who cannotwork. Sooneror later, the secondhalf of

the political aim of ‘work for thosewho can, security
for those who cannot’, will have to be seriously
addressedh orderto completea roundedexampleof

the developmentamodel of socialwelfare.
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