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te'. 30 The reasons why this is not so are that the aura of superiority and 
social exclusiveness that attaches to Oxbridge puts off 'lower-class' pupils 
from applying and also that, as is widely argued, even where pupils with 
equally good examination results do apply for places at the top universities, 
more often than not the interview system Ieads to social background 
becoming a determining factor. 

lf the elite universities' intake is sustained by elite schools, their outturn 
sustains the country's rul ing Establ ishment and perpetuates its el ite 
character, a process that has been weil documented.31 Peter Lampl, 
faunder of an educational charity, sums up the problem: 'elites exist, whether 
we l ike it or not. The question is whether they should be constituted on the 
basis of cash and social position .. .'. 32 

6. The Welfare Trap and Making Work Pay 

Labour is intent on moving people from benefit into employment but a very 
large number of people who have escaped worklessness are then caught 
in a trap. When in power, the Conservatives considered that a marginal tax 
rate of 50% and over, paid by those receiving very high incomes was 
unacceptable as being destructive ofwork incentives. However, the system 
they left behind means that very low paid employees continue to face even 
h igher marginal rates. This is the 'welfare trap': taxed income being 
accompanied by the loss of previously received benefits may leave people 
who find low-paid work l ittle better off financially than they had been on 
benefit. Currently, 760,000 people face what are in effect tax rates of 60%, 
740,000 of 70% and around 1 30,000 of 90%. To improve the situation, the 
effective tax rates for most of those in this position are now, since the March 
1 999 Budget, araund fifteen percentage points lower. lt is estimated that 
260,000 people will still face withdrawal rates of 70% or above, and that the 
number facing effective tax rates of 60% will actually increase by 240,000 to 
over a mill ion. 33 One of the warst 'traps' is l inked to Housing Benefit, that is 
paid to 4. 7 million claimants at a cost of E1 2 bil l ion a year. On finding work, 
a previously unemployed person losing it and other benefits faces a prohi
bitive marginal tax rate of up to 95%. A forthcoming housing policy Green 
Paper is expected to address the issue,34 possibly by replacing the benefit 
for low-income claimants in work with a tax credit system,35 or by turning it 
into part of the income support payment, unrelated to the Ievei of rent people 
pay.3s 

l n  its first (July 1 997) Budget, Labour announced two changes to come 
into force two years later, intended to contribute to 'making work pay' for 
those in low pay jobs and for those previously on social security benefits. 
The National I nstitute Economic Review has analysed the measures. 
Hitherto an employee earning less than E62 per week did not pay national 
insurance contributions. Once above this threshold, contributions became 
due on a/1 his earnings, he became subject to an effective tax rate weil in 
excess of 1 00%. Now contributions are paid only on the earnings above the 

148 


