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What is a minimum income guarantee? There are numerous models that have been proposed, but the general 
idea is that everyone should be entitled to a minimum level of income. In Scotland, it has been suggested that this 
level should be set with reference to a minimum income standard.1 However, it is often assumed that this 
guarantee can only be delivered by some kind of means-tested payment to lift incomes up to the threshold, but as 
we shall see this minimum can actually be achieved in a number of ways.   

In Scotland, there is cross party support for the idea of a minimum income guarantee, and the Scottish 
Government has set up steering group2 to explore how a minimum income guarantee could happen in Scotland. A 
minimum income guarantee could lift all children out of poverty. It could also prevent poverty and provide 
financial stability and security for everyone in Scotland. The pandemic has shown us that anyone can see a sudden 
and dramatic fall in income and that the current social security system does not provide an adequate safety net. 

In order to realise this ambition at a Scotland level the Scottish Parliament would require further powers over 
social security (or significant changes to UK social security policy).  If further powers are devolved to the Scottish 
Parliament, how could these powers be used in Scotland to prevent and lift people out of poverty? Our Secure 
Futures3 project has started work on answering the question: What does a social security system that provides a 
secure future for children and families look like? This article looks at this question in the context of the Scottish 
social security powers and the potential opportunities provide by the introduction of a minimum income 
guarantee. First we will look at the steps that the Scottish Government can take in this parliament.  

First steps 

This Scottish Parliament can, and must, take steps to work towards a minimum income guarantee using the 
powers it current holds – many of the proposals in CPAG in Scotland’s Programme for Government would both 
reduce levels of child poverty and move us closer towards a minimum income guarantee.  

A minimum income guarantee should look at all sources of income including earnings. Increasing take home pay 
for those on low wages and reducing barriers to work will allow many households to increase their income. Whilst 
not all policy decisions concerning these issues are in the Scottish Government hands, there is more that this 
parliament can do to close these gaps.4  

https://www.gov.scot/news/work-begins-on-a-minimum-income-guarantee/
https://cpag.org.uk/policy-and-campaigns/secure-futures-children-and-families
https://cpag.org.uk/policy-and-campaigns/secure-futures-children-and-families
https://cpag.org.uk/scotland/policy-campaigns/briefing/programme-government-2021-2026
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Increasing income from work is a vital part of ensuring that everyone in Scotland has a minimum income. However 
Scotland must also invest more in the social security system it has if it is to start on the journey towards a 
minimum income guarantee.  

Further investment in the Scottish child payment; closing the gaps in the safety net caused by policies such as the 
two-child limit and the benefit cap; providing support for those with “No Recourse to Public Funds”5 and 
promoting take up and automating payments of benefits are all steps towards a minimum income that will also 
help Scotland meet its legally binding child poverty targets.  

Once these steps are achieved, we can start to look at the role social security can play in furthering the ambition 
of a minimum income guarantee for everyone in Scotland.  

Means-tested benefits 

Most minimum income scheme models use means-tested benefits to bring household incomes above a certain 
level. The role that means-tested benefits play, and how large a role they play in the social security system is an 
important consideration.  

Means-tested benefits can do much to alleviate poverty – the introduction of the means-tested Scottish child 
payment in Scotland has been a game changer in terms of tackling child poverty.  The Scottish child payment is 
expected, at its current level, to reduce relative child poverty levels in Scotland by 3 percentage points.6 More 
needs to be done, and all modelling shows that further investment in this payment is the only way of ensuring 
Scotland can meet its interim child poverty targets.7  

Means-tested benefits can appear an attractive policy option, targeting resources at low-income households. For 
working-age households in the UK the reduction in both the value and scope of universal and contributory 
benefits means that increasingly universal credit – and other means-tested benefits for working age people – have 
become the principle social security instrument for working age adults. This suggests a narrative that working age 
benefits must be, mainly, means-tested - yet this has not always been the case and is not the case for many other 
social security systems.  

Regardless of the specific problems with the UKs social security system,8 a reliance on means-tested benefits 
throws up many difficulties if we want to create a security system that provides a secure future for all children and 
families. When working out how a minimum income guarantee can work we need to consider the disadvantages 
of relying solely, or mainly, on means-tested benefits and consider the role that universal and contributory 
benefits can play. Where means-tested benefits are used there are several issues that need careful consideration 
if a system is to both achieve its aims and work in line with the social security principles enshrined in the 2018 
Social Security Act.9 

The disadvantages of means testing 

We know there are many disadvantages to relying on means-tested benefits to lift households out of poverty.  

 Means-tested benefits can have low take up rates – complexity, stigma and the need to provide detailed 

financial information can reduce take up rates. Complex means-tested benefits, such as council tax 

reduction and pension credits, have some of the lowest take up rates. Means-tested benefits are only 

effective at reducing poverty if take up is high. 

https://www.legislation.gov.uk/asp/2018/9/section/1
https://www.legislation.gov.uk/asp/2018/9/section/1
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 Fluctuating incomes create difficulties when assessing entitlement to means-tested benefits. This leads to 

excessively complex systems, large overpayments or/and inefficient use of resources.  

 Fluctuating payments also causes income insecurity for claimants, as they do not know how much they 

will be receiving, making it very difficult to plan and budget. However, as Jane Millar and David Young 

point out in their Secure Futures paper,10 insecurity is not inherent to means-testing. A well-designed 

system, which make income security a priority, can reduce this insecurity whilst providing the support 

families need. 

 Means-tested benefits are reduced as a household’s income increases. The way this reduction is 

calculated can have an impact on the fairness of the system and can disincentivise paid work. For example 

under universal credit, for every £1 earned, 63p is lost in benefits. When this is coupled with other factors 

such as income tax, national insurance contributions, childcare costs and passporting to other benefits 

such as the Scottish child payment – families may in fact be worse off by working more hours. 

 A minimum income guarantee will need broad public support - focusing solely on low income households 

creates a divide between those who perceive that they are ‘paying for’ the systems and those who receive 

benefits, reducing social cohesion (despite the fact that everybody is a contributor at different points in 

their life). We know that the more selective social security systems are, the higher the perception that 

those who are in receipt of payments are ‘less deserving’ and therefore means-testing can undermine 

support for the system.11  

 Means-tested benefits can do much to reduce household poverty and inequality, but without careful 

consideration, they may do little, or even exacerbate, existing intra-household inequalities. The ‘gender 

blind’ policy development of universal credit has led to a system that is ‘discriminatory by design’.12 Were 

a minimum income scheme to follow the model created by universal credit this discrimination may remain 

in place. 

The role of universal and contributory benefits 

Therefore, there are good reasons to ensure that universal, extra cost benefits and contributory benefits such as 
child benefit, child disability payment, personal independence payment, state pension and contribution-based 
jobseekers allowance, should play a major role in any future social security system in Scotland. And we must 
recognize that they can play a vital role in making a minimum income guarantee a reality in Scotland. 

The advantages of universal benefits 

 Universal benefits are paid to everyone, or everyone who meets some basic condition (such as being 

responsible for a child for child benefit). This simplicity creates a system that is easy (and cheaper) to 

administer, easy to understand and easy to claim. 

 Universal benefits generally require less information, and therefore the claim process is less intrusive. This 

makes them more attractive to claim. This, and their simplicity, means that take up rates are higher than 

for other forms of benefits.  

 Universal benefits play a role in preventing poverty (as discussed in this Secure Futures paper13 by Megan 

Curran) and can provide a foundation on which to lift families out of poverty. They also provide security of 

income over a longer period of time, allowing families to budget and deal with any financial shocks 

without the stops and starts of a means-based system.  

https://cpag.org.uk/news-blogs/news-listings/income-security-families-children
https://cpag.org.uk/news-blogs/news-listings/something-needs-saying-about-universal-credit-and-women-%E2%80%93-it-discrimination
https://cpag.org.uk/policy-and-campaigns/briefing/child-centred-reform-childrens-social-security
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 As everyone is entitled to universal benefits this reduces stigma, and because everyone gains, this helps 

build support for investment in the social security system. It also helps further increase take up.  

 As they are paid to an individual, rather than a household, careful investment in universal benefits, such as 

child benefit, can reduce intra-household poverty. 

The advantages of contribution-based benefits  

Entitlement to contribution-based benefits is based on the amount of National Insurance contributions an 
individual has paid.  Some of the advantages of universal benefits apply to contribution-based benefits and with 
sufficient investment contributory benefits can help limit the impact of financial shocks to households caused by, 
for example, as illness or unemployment. This can create financial stability and stop households falling into 
poverty. The link between contributions and entitlement can further reduce stigma and increase uptake and 
support for investment in the social security system.  However, as Alan Buckle highlights in his Secure Futures14 
paper, few people understand what their National Insurance contributions are for. To achieve public support for 
investment in contributions-based benefit, there is more work to be done to ensure people understand what they 
are contributing towards.  

Care also needs to be taken to ensure that any investment in contributory benefits is done in line with statutory 
duties to reduce inequality – for example, investment in contributory benefits for those in work may inadvertently 
discriminate against those unable to work due to health, childcare or immigration reasons.   

The role of means-tested benefits 

We know that means-tested benefits will still play a role as our social security systems develops. As suggested 
above the role they play will have an important impact on the success of any scheme. For any means-tested 
benefits there are some key issues to consider, and again these will determine how successfully any scheme 
meets its objectives.  

 adequacy; 

 eligibility; 

 income and capital; 

 household v individual; and 

 conditionality.  

Adequacy 
One of the major problems with means-tested benefits, discussed further in our report, Universal Credit : What 
Needs To Change,15 is the level at which they are paid. Often those in receipt of means-tested benefits are still 
living below the poverty line with no way of increasing their income, guaranteeing they remain in poverty. This 
makes additional benefits, such as the Scottish child payment, so vital in tackling child poverty in Scotland.  

We welcome the discussions that suggest any MIG level would be set at an adequate level to lift families out of 
poverty and ensure they have long-term financial security. It is also important that this is seen as an investment in 
Scotland, rather than a cost that needs to be born. Protections also need to be put in place to ensure that it 
continues to be paid at a sufficient rate – we have seen the value of means-test support for work-age households 
fall dramatically in real terms over the last two decades.  

https://cpag.org.uk/policy-and-campaigns/briefing/tax-and-secure-futures
https://cpag.org.uk/policy-and-campaigns/briefing/universal-credit-what-needs-change-make-it-fit-children-and-families
https://cpag.org.uk/policy-and-campaigns/briefing/universal-credit-what-needs-change-make-it-fit-children-and-families
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Eligibility 
A key question for any social security system is who is eligible. In the UK social security system eligibility to means-
tested benefits depends on age, and circumstances. Some groups, such as those with no recourse to public funds 
and most students, are not eligible at all. Any minimum income scheme will have to ensure that eligibility is as 
wide as possible, to ensure no one is left behind in poverty.  

Income and capital 
Any means-testing must consider what means are tested. Some means-tested benefits, such as tax credits, 
disregard capital (such as savings and property) and only look at taxable income, others disregard some forms 
capital and have assumed a notional income from other forms of capital. How a means-tested scheme treats 
capital can have an impact on long term poverty and wealth inequality and will affect both public support and the 
fairness of the scheme.  

Similarly income can be dealt with in different ways. In means-tested schemes some income can be disregarded, 
for example the work allowance in universal credit. The amount of means tested benefits a claimant receives can 
be reduced in a tapered way as income goes up or can stop abruptly when an income reaches a certain point. 
These two factors, combined with other policies such as tax and national insurance payments, can affect the net 
increase in income that a claimant receives when they increase their income from other sources. Again, a balance 
on how income is treated needs to be struck.   

Household v individual 
In our current systems it is a household, rather than an individual, that is assessed as eligible to means-tested 
benefits. This is not true for universal and contributory benefits which are often paid to an individual. As noted 
above means-tested benefits can exacerbate existing intra-household poverty and limit individual financial 
freedom. Much like the current tax system, means-testing could assess income on an individual level rather than a 
household level. This would be a huge change for the current system, and the costs and benefits must be 
considered. If entitlement is based on a household income consideration must be given to how payments are split 
within a couple and finding a balance between fairness and simplicity is not easy. 

Conditionality 
In the UK social security system means-tested benefits have a high level of conditionality, usually around 
compliance with working, looking for work or preparing for future employment. The punishment for failure to 
meet this conditionality is a complete or partial reduction in the level of benefit that is paid. It is not clear how a 
system of conditionality that reduces payments based on claimants’ behavior is compatible with a system 
designed to ensure that everyone has set minimum income.   

Summary 

The ambition of achieving a minimum income guarantee in Scotland is a very welcome development. There are 
immediate actions, and commitments, which the Scottish Government can take, and that use existing powers to 
improve incomes from employment and social security. These are immediate steps that can be taken towards 
achieving a minimum income guarantee.  

When developing a minimum income guarantee there needs to be careful consideration of the best way to use 
social security powers to support people’s incomes. Universal and contributory benefits need to play a continuing 
and enhanced role in social security in Scotland.  
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About CPAG 

Child Poverty Action Group works on behalf of the more than one in four children in the UK growing up in poverty. 
It doesn’t have to be like this. We use our understanding of what causes poverty and the impact it has on 
children’s lives to campaign for policies that will prevent and solve poverty – for good. We provide training, advice 
and information to make sure hard-up families get the financial support they need. We also carry out high profile 
legal work to establish and protect families’ rights. 

Contact 

Ed Pybus, policy and parliamentary officer, Child Poverty Action Group in Scotland  
Email: epybus@cpagscotland.org.uk   

 

 

1 For example If Not Now, When? Report by The Social Renewal Advisory Board Report 
2 https://www.gov.scot/news/work-begins-on-a-minimum-income-guarantee/  
3 https://cpag.org.uk/policy-and-campaigns/secure-futures-children-and-families  
4 For some examples see CPAG’s Programme for Scottish Government 2021-26  
5 Most people admitted to the UK with time-limited leave given for a particular purpose, such as spouses/civil partners, 
students or visitors, are given leave to stay on condition that they do not have recourse to public funds. This will include many 
EEA nationals who arrive in the UK after 1st January 2021. If you have ‘no recourses to public funds’ you are usually not able to 
claim any benefits. 
6 https://www.gov.scot/publications/scottish-child-payment-factsheet/  
7 See e.g. https://fraserofallander.org/mission-not-impossible-how-ambitious-are-the-scottish-governments-child-poverty-
targets/ 
8 As highlighted in the CPAGs reports such as Universal Credit : What Needs to Change and Computer says no! Access to 
justice and digitalisation in universal credit 
9 https://www.legislation.gov.uk/asp/2018/9/section/1  
10 https://cpag.org.uk/news-blogs/news-listings/income-security-families-children  
11 See, for example, https://inequalitiesblog.wordpress.com/2021/05/31/the-elephant-in-the-room-of-social-security-reform/  
12 https://cpag.org.uk/news-blogs/news-listings/something-needs-saying-about-universal-credit-and-women-%E2%80%93-it-
discrimination  
13 https://cpag.org.uk/policy-and-campaigns/briefing/child-centred-reform-childrens-social-security  
14 https://cpag.org.uk/policy-and-campaigns/briefing/tax-and-secure-futures 
15 https://cpag.org.uk/policy-and-campaigns/briefing/universal-credit-what-needs-change-make-it-fit-children-and-families  
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