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Ministerial Introduction

This pack provides further information to support Peers during the passage of the Welfare Reform Bill through the House of Lords. It is best read in addition to or in conjunction with the Explanatory Memoranda which will be available through the normal channels.
The Bill aims to simplify the benefits system to ensure that work will pay and be seen to pay.  It also seeks to simplify the provisions which set out what steps benefit claimants are expected to take to move back towards work, if indeed they are expected to make those steps, so that they know what is expected of them, and it clarifies the consequences for failing to take those actions required to help them return to work.

A simpler benefits system, which people can understand more easily, will help to increase take-up and reduce fraud and error.  Elements of our current system have become outdated and are no longer suitable for a modern welfare system.  

The Universal Credit will replace the current, confusing system of in and out of work benefits and tax credits with a single system of support as claimants move in and out of work.  This approach, combined with a new single taper – which will withdraw support in a simple and predictable way as earnings rise – will make sure that work pays and can be seen to pay.

The welfare bill has become unsustainably expensive. For example, over the last ten years, overall spending on Housing Benefit has almost doubled from £11bn to £21.5bn.  But the real price of this failure has been paid by the poorest and the most vulnerable members of society.  A life on benefits is a poor substitute for a working life: too much of our current system is geared towards maintaining people on benefits rather than helping them to flourish in work.  It is not reasonable or fair that households on out of work benefits should receive a greater income from benefits that the average weekly wage for working households.  We will introduce a cap on working age benefits during 2013, so that households on out of work benefits, no longer receive more in benefits than the average working household receives in pay.
The Bill takes the power to time-limit contributory Employment and Support Allowance.  It is not appropriate for Employment and Support Allowance to be a long-term benefit for those in the Work Related Activity Group. As the replacement for Incapacity Benefit, it was only intended to be so for the most severely ill or disabled people, placed in the support group, for whom work is not a viable option.  We believe that it is counter-productive to pay contributory benefit for an unlimited period to people who, with help and support, are expected to move towards work. 

Reform of the Social Fund will ensure that it targets those in the most need. This Government inherited a loans system which is out of control. We are committed to resolving this by driving down abuse in the system. As announced, we are implementing a programme to address this situation in the period prior to the new local provision coming into effect.  The reformed local assistance will target support at the most vulnerable. The local provision of this assistance will reduce abuse of the system at the same time as better targeting support to those in the greatest need.

Disability Living Allowance will be replaced with the Personal Independence Payment – a new, more transparent and sustainable benefit which is fit for purpose.  In DLA, we have a disability benefit which is confusing for individuals to understand, based on unclear criteria and often results in inconsistent awards.  We are committed to simplifying the benefit system to ensure that it is fair, sustainable and supports disabled people to live full and active independent lives.  We want to reform the system so that support is targeted on the people whose participation in society is most impacted by their health condition or impairment.

With the difficult financial decisions that currently have to be taken, it is unacceptable to waste money on fraud.  We are determined to stamp out fraud in benefits and tax credits, and an efficient fraud investigation service is a key part of this.  The Bill makes provision to implement the changes announced in “Tackling Fraud and Error in the Benefits and Tax Credits Systems”, to create a Single Fraud Investigation Service, to investigate fraud across benefits and tax credits, and to toughen penalties for people who commit fraud.

The Government believes children are more likely to prosper when both parents continue to be involved in their lives, even where the family is not living together. Therefore we want to encourage parents who are separating to make positive family-based arrangements that deliver the best outcomes for their children.  This Bill puts in place the legislation necessary to deliver reforms outlined in “Strengthening families, promoting parental responsibility: the future of child maintenance”.

This Bill makes the reforms necessary to reduce the deficit, to deliver fairness for the taxpayer, and to ensure that people can get the support they need.

I hope that this pack is a useful aid, and I look forward to working with you during the discussions we will have on this important piece of legislation.

Lord Freud of Eastry
Minister for Welfare Reform

What the Welfare Reform Bill does
Universal Credit

Part 1 of the Bill creates the legislative framework for Universal Credit. 

The current existing system of separate in- and out-of-work benefits and tax credits is confusing for claimants and often does not make clear the gains from moving into work. Universal Credit will provide a single system of means-tested support for working-age people in and out of work, providing a clear financial incentive that rewards all types of work. 
Universal Credit will simplify the system, superseding six current income-related benefits: income-based Jobseeker’s Allowance (JSA), income-related Employment and Support Allowance (ESA), Income Support (IS), Working Tax Credit (WTC), Child Tax Credit (CTC) and Housing Benefit (HB). The Bill abolishes those benefits. 

The Universal Credit maximum amount will be made up of a number of elements, depending on the claimant’s (or claimants’) personal circumstances. These elements are:

· a standard allowance to cover basic living expenses; 

· an amount for children and young people; 

· an amount for housing costs; 

· and amounts for other particular needs, including disability, caring responsibility for a severely disabled person and childcare costs.

The rates for all elements will be set out in regulations. Transitional protection will ensure that there are no cash losers as a direct result of the migration to Universal Credit, where circumstances remain the same.
Universal Credit will top up the earnings of people in work. The award will be adjusted depending on the amount that the claimant earns, with 65 pence of benefit deducted from the maximum amount for each pound of net earnings. This single rate will replace the current tangle of conflicting tapers, encouraging claimants to progress in work by ensuring that the effect of their earnings on the amount of Universal Credit they receive will be predictable and consistent. 

For some groups, such as disabled people and those with children, a specified amount of earnings will be ignored completely in working out the Universal Credit award. This, along with the single taper, will encourage people currently out of work to take their first steps into employment, by increasing the incentives to do even a small amount of work. 
	Table: illustrative earnings disregards in Universal Credit (subject to decisions on the final structure of the scheme)


	Group
	‘Floor’ disregard (per annum - pa)
	Maximum disregard for people with no housing costs (pa)

	Couple
	£520
	£3,000

	Couple with children 
	£1040 + £260 for each of 2nd & 3rd child
	£5,270

	Lone parent
	£2,080 + £260 for each of 2nd & 3rd child
	£5,270

	Disabled person
	£2,080
	£7,000


The amount of Universal Credit payable will be calculated using HMRC’s Real Time Information system, which will collect earnings information from employers as salaries are paid. This will reduce dramatically the potential for errors and overpayments as most claimants will not have to report changes in earnings. For those outside the PAYE system, such as the self-employed, a self-reporting mechanism will be put in place. The development of the IT system for Universal Credit will build on a number of existing components used widely elsewhere in DWP. To ensure that the system can be delivered by 2013 much of the IT development will be done as early as possible so that its effectiveness can be tested extensively. 

To be entitled to Universal Credit, a claimant will generally need to be between 18 and the qualifying age for State Pension Credit. There will be exceptions to these age limits to allow certain 16- and 17-year-olds to receive Universal Credit and where only one member of a couple is above the qualifying age for State Pension Credit – in these cases, the couple will be entitled to Universal Credit but not to State Pension Credit. Claimants will also need to be in Great Britain and not be in education. 

Like existing benefits and tax credits, Universal Credit will treat couples and families with children as a single unit. Single people and lone parents will make a single claim: couples will make a joint claim. 
ESA and JSA will continue alongside Universal Credit as contributory benefits. A single rate of withdrawal and system of earnings disregards will be introduced, similar to those for Universal Credit.   

See Annex A for policy briefing notes on: 
· additions for longer durations on Universal Credit (p.58);
· the payment proposal (p.62);
· treatment of capital (p.64);
· contributory benefits (p.67);
· second earners (p.69); and
· transitional protection (p.72).
Universal Credit: work-related requirements

As a condition of entitlement, all claimants will be required to accept a claimant commitment, clearly setting out what is expected and the consequences of failing to meet these standards.
Each claimant will need to meet requirements appropriate to their individual circumstances. Under Universal Credit there will be four types of work-related requirement which can be imposed on a claimant.

Work-focused interviews: a claimant must attend periodic interviews to discuss plans to find work (immediately or in the future). 

Work preparation: claimants must take specific action to prepare for work, such as attending a training course, preparing a CV or taking part in the Work Programme.

Work search: a claimant must take all reasonable action to find work, as well as taking any specific actions required by an adviser. 

Work availability: claimants must be able and willing immediately to take up work. 
What requirements can be imposed depends on which of four groups a claimant falls into. 

No work-related requirements: this group will include: claimants who have attended a Work Capability Assessment and been assessed as having limited capability for work and work-related activity; lone parents or the nominated carer in a couple with a child under one; and any other prescribed groups. For this group the claimant commitment might only include the general duty to report changes of circumstance.

Work-focused interview only: this group will include: lone parents or nominated carers with a child between one and five; and any other prescribed groups. 

Work-focused interview and work preparation only: this group will include claimants with limited capability for work (but not work-related activity); and any other prescribed groups. 

All work-related requirements: the default category – this will include any claimants who do not fall into one of the other three groups. 

For people in work, work-related requirements will apply up to a particular threshold, to be set in regulations. Claimants in households with a level of employment above the threshold will automatically fall into the no work-related requirements group. Claimants in work below the threshold will continue to be subject to requirements, to help them progress in work and become less dependent on state support. 

The same system of work-related requirements will apply to claimants of JSA and ESA as contributory benefits after the introduction of Universal Credit. 


[image: image1.emf]Conditionality Group  Requirements that  can be imposed  Examples   Work search  Take all reasonable action and any particular action for the purpose of  obtaining work or more paid work or b etter - paid work. For example: applying for  a particular vacancy, making applications.   Work availability  Able and willing immediately to take up work.   Work preparation  Take particular action to make it more likely that the claimant will obtain work.  For  example: participating in Mandatory Work Activity, attending a skills  assessment, writing a CV.   Full Conditionality   Claimants subject to all  work - related  requirements  Wo r k - focused  interview  Participate in periodic interviews with Jobcentre Plus advisers. Interviews may  cover a range of matters, such as an assessment of an  individual’s prospects  for work and identification of suitable work search and work preparation  activities.   Work preparation  Take particular action to make it m ore likely that the claimant will obtain work.  For example: attending a skills assessment, writing a CV, undertaking work  experience.   Work Preparation   Claimants subject to  work preparation and  work - focused interview  requirements  Work - focused  interview  Participate in periodic interviews with Jobcentre Plus advisers. Interviews may  cover of range of  issues such as the identification of relevant training  opportunities.   Keep in touch   Claimants subject to  work - focused interview  requirements only  Work - focused  interview  Attend periodic interviews with Jobcentre Plus advisers. Interviews may cover a  range  of issues including encouraging claimants to consider their long - term  goals via action planning.   No conditionality  None     



Universal Credit: sanctions

To ensure that claimants meet their responsibilities there will be a tough, clear system of sanctions for those who fail to comply. Claimants who repeatedly fail to meet their responsibilities will progress to lengthier sanctions. In extreme cases, where claimants subject to all work-related requirements fail to meet their most important responsibilities (such as accepting a job offer) a sanction could be imposed for up to three years. 

The powers in the Bill provides for higher-level and other sanctions. 

Higher-level sanctions: a higher-level sanction will be imposed if a claimant fails to meet one of their most important responsibilities: failing to apply for a particular job; failing to take up an offer of work; failing to take part in a work placement scheme such as Mandatory Work Activity; and leaving work (or losing pay) voluntarily or due to misconduct. 

Sanction periods will be set in regulations but it is expected that, in most cases, a three month sanction will apply for a first failure; six months for a second failure within a particular period; and three years for a third or subsequent failure. 

Other sanctions: where a claimant fails to meet certain other work-related or connected requirements (such as attending a meeting with an adviser), regulation-making powers in the Bill will be used to establish medium-level and lower-level sanctions.

A medium-level sanction will be imposed where a claimant subject to all work-related requirements fails to take all reasonable action to search for work or be available for work. Again, sanction periods will be set in regulations but the expectation is that a first failure will lead to a four week sanction, while second and subsequent failures will lead to a three month sanction.

A lower-level sanction will apply where claimants fail to meet other requirements, such as participating in training, attending a work-focused interview or undertaking work experience. For those claimants subject to all work-related requirements or work preparation and work-focused interview requirements only, there will be two components to a lower-level sanction: an open-ended sanction which will end when a claimant re-engages, followed by a fixed sanction of one week for a first failure, two weeks for a second and four weeks for third or subsequent failures. For those claimants only subject to a work-focused interview requirement, the sanction will end when they re-engage with the requirement.

If a claimant can show that they had good reason for the failure then a sanction will not be imposed. ‘Good reason’ replaces the existing concepts of good cause and just cause.  Where a decision is taken to impose a sanction, claimants will have the same right of appeal to an independent tribunal as now.

Hardship payments will continue to be available where a claimant can demonstrate that they or their dependants face hardship as a result of a sanction. However, in order to not undermine the deterrent effect of sanctions the system of hardship payments will be reformed. Payments made to some claimants will be recoverable through managed repayments.
	Sanction
	Applicable to:
	1st failure
	2nd failure
	3rd failure

	Higher Level

e.g. leaving employment voluntarily


	Claimants subject to all work-related requirements
	3 months
	6 months
	3 years

	Medium Level

e.g. failure to undertake all reasonable action to obtain work


	Claimants subject to all work-related requirements
	4 weeks
	3 months

	Lower Level

e.g. failure to undertake particular, specified work preparation action, failure to participate in a work-focused interview


	Claimants subject to all work-related requirements

Claimants subject to work preparation and work-focused interview requirements
	Open ended until re-engagement followed by

	
	
	1 week
	2 weeks
	4 weeks

	Lowest Level

Failure to participate in a work-focused interview


	Claimants subject to work-focused interview requirements only
	Open ended until re-engagement


Pre-Universal Credit conditionality

Before the introduction of Universal Credit, accepting a claimant commitment will become a condition of entitlement for JSA, ESA and IS. The commitment will make clear the requirements that claimants must meet and the consequences of failing to do so. A system of higher-, medium- and lower-level sanctions will be introduced for JSA claimants who fail to meet requirements, with a maximum three year sanction for those who repeatedly commit the most important failures. 

Hardship payments will continue for claimants of JSA but payments made to some claimants will be recoverable. A system of non-recoverable hardship payments will also be established for claimants of ESA.
Entitlement of lone parents to income support etc

The surest and most sustainable route out of poverty is work.  To better support lone parents into work the Bill aligns the age at which lone parents can reasonably be expected to work from the time their youngest child enters school. Clause 57 enables regulations to be made to lower the statutory age of the youngest child from seven to five below which IS must be made available to a parent on grounds of lone parenthood.  When their youngest child reaches five, support will be available if a lone parent meets the relevant conditions of entitlement through either JSA or ESA, or through IS if the lone parent is entitled on grounds other than as a lone parent. 
ESA – period of entitlement to contributory allowance

At present both income-related and contributory ESA can be paid until a claimant reaches state pension age. If a person satisfies the National Insurance contribution conditions for ESA, contributory ESA can be paid without limit. Claimants can also qualify for income-related ESA provided they satisfy the financial criteria.  

The measure in the Bill limits entitlement to contributory ESA to a maximum of 365 days for those in the Work Related Activity Group. The purpose is to avoid paying a contributory benefit for an unlimited period to people who, with help and support, are expected to move towards work. 
At the point of implementation, those already receiving contributory ESA and in the Work Related Activity Group will have the period already spent on the benefit counted towards their 365 days of entitlement. So for example a claimant who has been in the in the Work Related Activity Group for 185 days at the point of introduction, would be entitled for a further 180 days.

This measure does not apply to more severely disabled people who are placed in the Support Group as it is not reasonable to expect people in this position to be able to return to work. Income-related ESA, which acts as a safety net for the poorest claimants, will continue to be available to people in the in the Work Related Activity Group as well as those in the Support Group and will not be subject to the 365 day limit.  Income-related ESA will in time be replaced by Universal Credit.
ESA – condition relating to youth
At present a person aged 16-19, or 20-25 in certain prescribed circumstances, who has had limited capability for work for 196 consecutive days and otherwise meets the conditions of entitlement for ESA is able to claim contributory ESA without meeting the normal paid National Insurance  conditions that apply to others claiming this benefit.

The measure in the Bill abolishes the special concessions for new claims; existing claimants in the Work Related Activity Group will be subject to the one year time limiting measure, in the same way as all other claimants in this group. The purpose of the measure is to stop treating this age group differently to other age groups, and to avoid the inconsistency of how this age group is treated under ESA compared to other benefits, in the interests of fairness. Any young person who is in the Support Group will not be affected by this measure.
The change only affects the contributory benefit – young claimants with a low income will still be eligible for income-related ESA.
Claimants dependent on drugs
All provisions in, or inserted by, the Welfare Reform Act 2009 relating to persons claiming JSA or ESA who are dependent on, or have a propensity to misuse, drugs, are being repealed. Those provisions – which could also be extended to apply to those with alcohol problems – apply to people whose substance misuse is a barrier to obtaining work. They include powers to impose a number of requirements and sanctions on such claimants and are therefore largely mandatory in nature. The aim instead, is to support substance mis-users to engage with recovery services. 

It is considered that provisions from the WRA 2009 are too narrowly focused, impractical and expensive. In December 2010 the Government published a Drugs Strategy outlining first steps to ensuring the benefit system supports effective engagement with recovery services, which is considered to be more successful than coercion. For these, existing powers can be utilised.
Entitlement to work

Currently people who have no legal entitlement to work in the United Kingdom may be able to claim contributory benefits and statutory payments, if they have paid the necessary National Insurance contributions. The Bill introduces a new condition of entitlement into contribution-based Jobseeker’s Allowance and contributory Employment and Support Allowance, Maternity Allowance and all statutory payments. The clauses allow for some exceptions to be specified in regulations.
Industrial Injuries Benefit
The measures in the Bill simplify and rationalise the Industrial Injuries scheme by reducing the complexities caused by multiple schemes, making it easier for customers to understand and claim and for staff to administer, and with no reduction in payment rates or entitlement to state compensation.  This includes: the abolition of the pre-1948 compensation schemes for accidents and diseases caused by work occurring before 5th July 1948 (payments will be dealt with under the main IIDB scheme); removing the provision which makes lower payments to those under 18 (so they will be paid standard IIDB rates whatever their age); abolition of the separate scheme for trainees and making payments under main IIDB scheme; abolition of Industrial Death Benefit (IDB) as payments are now generally made under Bereavement Benefit provisions (it has been many years since a claim to IDB was made, and is getting even less likely as the death would have to had occur at least 23 years ago).  These changes will make no change to the amount of support people receive.  

The further change associated with IIDB is in relation to accident declarations.  Currently, people can apply for an accident declaration, confirming and recording that an occupational accident has occurred, even though they do not wish to claim IIDB at that time. The record will be kept in case a claim is made some time in the future, although in most cases no claim is made. Abolishing the right to request a declaration removes the need for a separate decision and storage, and means that the customer only has to contact DWP once, at the point where they decide to claim IIDB. The Jobcentre Plus decision-maker will then investigate and decide if an occupational accident for the purposes of the Industrial Injuries scheme has occurred.
Housing Benefit

The Bill ensures there are the necessary powers to implement the reforms to Housing Benefit announced in the Emergency Budget in June 2010.  These reforms aim to curtail Housing Benefit expenditure which has more than doubled in the past ten years to £21.5 billion, and which is set to continue at a very rapid rate; provide improved work incentives; and to improve efficiency of the use of the housing stock, including by enhancing mobility.  Amendments are being made to existing legislation to allow: 

Up-rating Local Housing Allowance rates by the Consumer Price Index (CPI): Local Housing Allowance (LHA) rates are based on an assessment of rents in a Broad Rental Market Area (BRMA), determined by Rent Officers. From April 2013, LHA rates will be updated annually in line with the CPI, or the 30th percentile of rents in the local BRMA, whichever is the lower. Rent Officers will continue to make those determinations, however, there will be provision for Secretary of State to adjust rates if they become completely out of touch with local rental markets.
Restricting Housing Benefit for working-age claimants in the social rented sector to reflect household size: size criteria will be introduced into the Housing Benefit calculation for working-age tenants living in mainstream social housing. These will be the same criteria as currently used for Housing Benefit claims in the private rented sector assessed under Local Housing Allowance (LHA) rules. The claimant’s eligible rent will be restricted where the property they occupy is deemed too large for their needs. The LHA size criteria is a more generous measure than that used for the widely recognised Bedroom Standard as, for example, it allows for an extra room for each adult from the age of 16, rather than 21. 
Regulations will set out what percentage reduction is to be made to the claimant’s eligible rent to reflect the number of extra bedrooms that the claimant has over and above the number judged appropriate using the size criteria. The specific rates of reduction have not been finalised, however, they are expected to be in the range of between 10 and 15 per cent if there is under-occupation by one bedroom, and between 20 and 25 per cent if under-occupying by two bedrooms or more. 
Social Fund

The Social Fund consists of seven one-off payments. Four are regulated and no change is made to them in the Bill:

· Winter Fuel Payments;

· Cold Weather Payments;

· Sure Start Maternity Grants; and

· Funeral Payments.

The three remaining elements comprise the discretionary Social Fund:

· Community Care Grants – non repayable grants to support people to stay in the community or ease exceptional pressure on families;

· Crisis Loans – interest free loans for people in crisis, including alignment payments between the start of a benefit claim and the first payment or the end of a claim and wages; and

· Budgeting Loans – interest free loans to support budgeting.
 
The Bill abolishes the discretionary Social Fund, provides the mechanism for replacing Crisis Loan alignment payments with Short Term Advances and Budgeting Loans with Budgeting Advances, both made through the payment on account powers. The Bill also paves the way for delivery of new local services to replace Community Care Grants and Crisis Loans for general living expenses.

Budgeting Advances will be available for eligible Universal Credit customers in place of Budgeting Loans. Budgeting Loans will remain available for those receiving existing qualifying benefits (income-based JSA, income-related ESA, IS and State Pension Credit) until Universal Credit is fully rolled out. 

Whilst Budgeting Loans continue, the purposes they can be used for will be changed, by the Welfare Reform Bill, to allow them to cover a wider scope of needs. Budgeting Loans will be available to help people to deal with funeral and maternity expenses.
Community Care Grants and Crisis Loans will be abolished. Alignment payments will be replaced with a new system of Short Term Advances of benefit paid through the payments on account powers. New support to replace Community Care Grants and general living expenses Crisis Loans will be the responsibility of local authorities in England and devolved to Scotland and Wales. The design of the new local provision will be for individual local authorities and the administrations in Scotland and Wales. It is expected that the new assistance will be aligned with existing services where possible. 

Funding for the new local services will be allocated on a non-ring fenced basis and there will be no new duties on local authorities or the devolved administrations to provide the new assistance This is done so that local authorities and the Scottish and Welsh governments will have the freedom to decide what is best for their areas, without unnecessary restraints put on them. They will be able to work alongside existing services as they see fit.

The measures in the Bill aim to reduce complexity in the Social Fund, improve targeting, and reduce abuse, and give local communities greater control over the way local services are designed and delivered.. Local authorities in England will deliver a reformed system to provide assistance which will replace Community Care Grants and non-alignment Crisis Loans. The devolved administrations will determine the most appropriate arrangements for Scotland and Wales.   This will devolve greater powers to local authorities and the devolved administrations, and gives local communities greater control over the way local services are designed and delivered. 

	Current provision
	Provision from April 2013
	Administration in GB from 2013

	Cold Weather Payments
	As now. Universal Credit will become a qualifying benefit.
	DWP

	Funeral Payments
	As now. Universal Credit will become a qualifying benefit.
	DWP

	Sure Start Maternity Grants 
	As now. Universal Credit will become a qualifying benefit.
	DWP

	Winter Fuel Payments
	As now.
	DWP

	Budgeting Loans
	As now for existing income-related benefits. Payments on account replacement provision available to eligible Universal Credit recipients.
	DWP

	Community Care Grants
	Replaced with locally-based provision.
	English local authorities. Devolved administrations in Scotland and Wales

	Crisis Loan Alignment Payments
	Replaced with payments on account of benefit. The new payments on account will also replace interim payments of benefit so there is a single system of payments.
	DWP

	Crisis Loans for general living expenses
	Replaced with locally-based provision.
	English local authorities. Devolved administrations in Scotland and Wales


See Annex A for policy briefing note on the Social Fund reforms (p.74). 
Personal Independence Payment
Measures are being taken to set the framework for a new cash benefit, Personal Independence Payment (PIP), which will replace Disability Living Allowance, initially for those of working age (16-64), from 2013. The purpose of the benefit is to contribute to the extra costs of overcoming the barriers faced by long-term disabled people to leading full and active lives.  PIP is to be a non-contributory benefit, and will be neither taxable nor means-tested.
The Personal Independent Payment will deliver a simpler benefit, easier for those claiming it to understand, which is less subjective and more consistent in application.  It will focus on those who face the greatest challenges.
The components: PIP will consist of two components – the daily living component and the mobility component. For each component there will be two rates – standard and enhanced. Entitlement to either component (and at which rate) will be determined by reference to a new objective assessment, the details of which will be set out in secondary legislation. 

Qualifying period: under PIP, to be entitled to either the standard or enhanced rates of either the daily living component or mobility component someone must satisfy the “required period condition.” This consists of 2 parts: a 6 month qualifying period during which an individual must meet all conditions of entitlement determined with reference to the new objective assessment; and a 6 month prospective test where there is an expectation that individual will continue to meet those conditions for a further six months at the end of the qualifying period. Some or all of the qualifying period can be satisfied before a claim to PIP is made. The 6 month qualifying period represents an increase from the 3 month requirement under DLA. However the 6 months requirement under PIP is the same as the qualifying period applied to Attendance Allowance (the current and ongoing benefit claimed by people over the age of 65 years, who are not already receiving DLA)..Taken together with alignment with the definitions of long-term disability for the purposes of the Equality Act 2010 and in the guidance to that Act recently published, the government considers this to be an appropriate measure of long-term disability.

Objective assessment: the new assessment will assess the ability of an individual to perform key everyday activities relating to daily living and mobility, and will consider the impact of physical, sensory, mental, intellectual and cognitive impairments on the individual in undertaking these activities. 

The assessment will provide a more accurate, objective, consistent and transparent consideration of an individual’s health condition or impairment, enabling the Department to identify those with the greatest need. 

The assessment criteria are being developed in collaboration with a group of independent specialists in health, social care and disability. The draft assessment criteria will be tested over the summer, by seeking volunteers willing to take part in face-to-face consultations with independent trained healthcare professionals. The outcome of the testing will be reflected in a revised version of the assessment criteria in the autumn. 

Children: Personal Independence Payment will not be extended to new or existing claims from children in 2013. Before considering any extension of Personal Independence Payment to new claims from children or to children already receiving DLA, the Government will consider the effectiveness of the new arrangements for working-age individuals and will consult on the issue.

Over 65s: The Bill provides that people will not be entitled to Personal Independence Payment after they reach age 65 or State Pension age, whichever is higher. However, regulations will make clear that individuals who are in receipt of Personal Independence Payment when they reach the upper age limit can continue to receive their award beyond that age, provided they continue to meet the eligibility criteria. 

The overall intention behind the changes is to introduce a more personalised benefit that supports disabled people with long-term health conditions or impairments to lead full, active and independent lives and exercise control and choice. The aim is to drive this using an accurate, objective, consistent and transparent consideration/assessment of individuals, to identify those with the greatest need.
See Annex A for policy briefing notes on: 

· delivery – the operational approach (p.80); 
· award durations and exceptions to fixed-term awards (p.84); 
· children (p.87);
· people aged over 65 (p.90); and
· passporting from Personal Independence Payment (p.93).
Benefit cap
Clauses 93 and 94 allow for a cap to be imposed on welfare benefits so that out-of-work households will not receive a greater income from benefits than the average weekly wage for working families. The level of the cap will be determined by reference to the average net earnings of households in work. On introduction it is anticipated that the cap will be set at £500 a week for couple and single parent households (the equivalent of a gross salary of £35,000). For individuals, it is estimated that the cap will be set at £350 a week.

The Bill allows for all benefits to be included in the cap apart from state pension credit and state retirement pensions. The benefits which will be included will be set out in regulations but it is expected that the cap will apply to income from the main out-of-work benefits such as Jobseeker’s Allowance as well as other benefits such as Housing Benefit, Child Tax Credit and Carer’s Allowance. One-off benefits like Social Fund loans and passported benefits like free school meals will not be included. 

Exemptions from the cap will also be set in regulations. All households which include someone entitled to Disability Living Allowance, Constant Attendance Allowance or Working Tax Credit will be completely exempt from the cap, as will War Widows and Widowers. Once Working Tax Credit is abolished, there will be a similar exemption for working households receiving Universal Credit.

Appeals

Currently a claimant who is dissatisfied with a decision on their claim can ask for an explanation or a written statement of reasons for the decision, ask for the decision to be looked at again (revised), for example, if they think that there may be some facts which have been overlooked or that they may have more information which affects the decision or they can appeal against the decision. 

In practice many people simply appeal. On receipt of an appeal, a decision maker first reconsiders the original decision. If the decision is revised to the claimant’s advantage, the appeal lapses and no further action is taken. Where the decision is revised to the claimant’s disadvantage the claimant usually has a month from the date of notification of the revised decision to make further representations or to appeal the revised decision. 

The provision in the Bill enables regulations to be made to require claimants to apply for a decision to be revised by an internal reconsideration process before they are able to appeal to the First-tier Tribunal. Claimants will be able to make a positive choice to appeal after their case had been reconsidered. 

This change will not prevent claimants from appealing to the tribunal, but requires them to go through the internal reconsideration process before doing so. The new power will also enable an appeal received without there having been a request for reconsideration to be treated as such a request.
Payments on Account

Currently, if a claim to, or payment of, benefit is delayed there is discretion to make an interim payment of benefit if it appears that there is entitlement.  Interim payments are paid back in full from the first benefit payment.

Additionally, a Social Fund crisis loan alignment payment may be made before the first payment of benefit in a new claim if there is a risk to the claimant or a member of their family’s health or safety and no other means of support is available to them.  Alignment payments are usually repaid from benefit payments over a number of weeks.

In practice, claimants who need financial support in the run-up to receiving the first payment of benefit are usually advised to apply for a crisis loan alignment payment; interim payments are rarely used.

The abolition of the discretionary Social Fund provides the opportunity to remove these anomalies and replace both interim payments and crisis loan alignment payments with a single system of payments on account of benefit.  Payments on account will also be utilised in Universal Credit.

As well as making provision for Budgeting Advances to replace Social Fund Budgeting Loans (see section on Social Fund), the payments on account powers will enable short-term advances of benefit in cases where a claim cannot be made, determined or paid in full immediately, or otherwise if the claimant is in financial need.  These short-term advances will be made at the discretion of the decision maker and will be repaid within a standard period. Repayment will normally be made in instalments from ongoing benefit payments, striking the balance between providing help when need arises without leaving claimants in debt for unnecessarily long periods.

Although the details of when and how payments on account may be made will be set out in regulations, examples of when they are likely to be available include:

· where the claimant or a member of their family is at risk, the date of the first payment of benefit in a new claim has not been reached, and there is no other support available to the claimant or their family.  In Universal Credit, this would not be restricted solely to new claims – e.g. it could include significant changes of circumstances that would increase a Universal Credit award, such as moving unexpectedly from work to unemployment.

· where it appears that there is entitlement to benefit but not all elements of the claim can be determined immediately, causing delay to the payment of benefit.

Recovery of benefits

Recovery of benefit payments: the current powers in the Social Security Administration Act 1992 give the Secretary of State the powers to prescribe in regulations the rules governing the recoverability of DWP benefits and HB overpayments.  The Tax Credits Act 2002 governs the recoverability of Tax Credits. Although contained within the same Act, the rules governing when an overpayment of DWP benefits or HB can be recovered differ, and there are different overpayment recoverability tests depending on who administers the benefit/tax credit.  

The introduction of UC provides an opportunity to introduce a more straightforward regime and brings together three different recoverability tests where the starting point is that both for working age benefits and where housing credit has been paid to a landlord, any and all overpayments are deemed recoverable. Clause 102, Recovery of benefit payments, allows for all overpayments of Universal Credit, Jobseeker’s Allowance and Employment and Support Allowance to be recoverable. Similarly, all payments on account and certain hardship payments will be recoverable. The clause also ensures that overpayments of all other benefits remain recoverable, as now, only where there has been a misrepresentation or failure to disclose. The only exception will be to the housing credit element of State Pension Credit. There are no changes to the recovery test for pensioners and customers in receipt of DLA and Carer’s Allowance.

Overpayments can be recovered by: deductions from on-going benefits; instalments; a lump sum, or through the courts.  

Although all overpayments will be deemed recoverable the Secretary of State may decide that an overpayment, or part of it, does not have to be repaid. A Code of Practice will outline the policy as to whether recovery should be pursued. This will ensure consistent, considered decision-making.

Recovery of child benefit and guardian’s allowance: the Bill restores a provision that was inadvertently repealed by the Tax Credits Act 2002. The result has been that where a person is overpaid benefit and it is the result of either a misrepresentation or the failure to disclose information by the claimant, the overpayment can be recovered from the claimant but only from future payments of prescribed benefits but not currently Child Benefit or Guardian’s Allowance.  

Clause 103 will enable HMRC to recover overpayments of Child Benefit and Guardian’s Allowance from current awards, without the need to obtain the customer’s voluntary agreement or, in the absence of an agreement, to take action through the courts. This will enable speedy recovery of payments of benefits to which there was no entitlement.

Application of the Limitation Act: section 9 of the Limitation Act 1980 precludes the bringing of “an action” in relation to a debt incurred under a statute once 6 years had elapsed. The measure in the Bill secures, for the avoidance of doubt, that references to “action”, do not include recovery of debt under social security or tax credits legislation by means other than proceedings of a court of law. So it secures that the time limit in section 9 of the 1980 Act does not apply, for example, to recovery by deduction from benefit. This will ensure the impact of debt recovery measures is manageable for customers.

Fraud and error

Together, these measures are designed to better prevent, detect, and punish fraud and error in the benefits and tax credits system.
Investigation and prosecution of offences: a new Single Fraud Investigation Service will operate within DWP from April 2013 onwards and will take on responsibility for investigating social security and tax credit fraud. The provisions taken in the Bill will: extend the Secretary of State’s powers of investigation to include suspected tax credit fraud; widen categories of people that investigators can require information from to include people relevant to tax credit claims (for example, child care providers); and allow DWP to receive information from other government departments to deal with tax credit fraud. 
The Bill amends the Tax Credits Act 2002 to provide for a summary mode of trial for certain offences relating to tax credit fraud.  Fraud involving tax credit payments of up to £20,000 will be triable only before the Magistrates.  Fraud involving tax credit payments above that amount will remain triable either in the Magistrates or before the Crown Court.
DWP will prosecute suspected social security benefit and tax credit fraud in England and Wales, while in Scotland prosecution powers for both types of fraud will be retained by the Procurator Fiscal. Powers are also being brought to restrict local authorities’ ability to prosecute suspected housing benefit or council tax benefit fraud once the Single Fraud Investigation Service starts operating, although local authorities will retain these powers in limited situations (for example, where a specific investigation or prosecution has started). 

Penalties as alternative to prosecution: the Bill extends administrative penalties to allow them to be offered as an alternative to prosecution where an offence of benefit fraud has been committed but the fraud is discovered and stopped before any overpayment is made.  

The amount of the administrative penalty is being changed to provide a minimum penalty of £350 or 50% of the overpayment, whichever is greater (up to a maximum of £2,000). In a case where the person committed fraud but obtained no benefit, the penalty would be a fixed penalty of £350. The 28 day time period (‘cooling off period’) an individual has to withdraw their agreement to pay the penalty will be reduced to 14 days. 

Civil penalties: a new civil penalty of £50 will be imposed by DWP and local authorities on claimants who receive an overpayment caused by either (a) negligently making incorrect statements, or (b) failing, without reasonable excuse, to provide information or to disclose changes in their circumstances. It will only apply where the overpayment period falls wholly after the commencement of the provisions and will not apply to cases of benefit fraud. 

In a joint claim situation, only one penalty will apply. Either member of the couple might receive the penalty subject to limitations; in the case of a negligent statement, it will not apply to the person who did not make the statement if that person could not reasonably have been aware of the other’s negligence in making the incorrect statement.  

Loss of benefit: offences which result in an administrative penalty or caution will continue to result in a four week loss of benefit payment sanction, but increase to 13 weeks for a first conviction. Where there are two offences, within a set time period, and the second results in a conviction the benefit payment disqualification will be a period of 26 weeks. A three year loss of benefit sanction will be introduced where there are three offences within a set time period and the third results in a conviction. Sanctions following a conviction will escalate based on the number of previous offences. 

A conviction involving a serious case of organised benefit or identity fraud will be subject to a three year loss of benefit sanction. One offence is listed in the Bill: conviction of common law offence of conspiracy to defraud in England and Wales, other offences will be prescribed in regulations. Prescribed offences will have to be accompanied by at least one of the following: (a) the criminal court finding an overpayment of £50,000 or more, (b) the person receiving a sentence of at least one year’s imprisonment (including a suspended sentence) or (c) the criminal court finding the benefit fraud has occurred over a period of two years or more.

Existing legislation is being amended to list CTC and WTC as disqualifying benefits for the purposes of loss of benefit sanctions. The Tax Credits Act 2002 is also amended in the Bill, to provide for a restriction of WTC payments on the same basis as restriction of social security benefit payments. 

At present a caution can be offered for benefit fraud offences as an alternative to a prosecution as long as specific criteria are met, and the case is one the Department could take to court if the caution was refused. DWP policy is to no longer offer cautions as an alternative to the administrative penalty or prosecution. The Bill allows for to the use of cautions as counting towards fraud sanctions to be removed upon the commencement of the provision. 

Receiving information: the Secretary of State has powers to receive information from other government departments, relating to passports, immigration and emigration, nationality or prisoners, in order to deal with social security benefit offences. The Bill extends these powers to cover information given for the purposes of preventing, detecting, investigating or prosecuting tax credits offences. 

The Bill also amends the Social Security Administration Act 1992 so that the existing offence of unlawful disclosure of personal information by DWP staff extends to also include unlawful disclosure of tax credit information.  This reinforces existing DWP safeguards on keeping information securely about benefit claimants and preventing inappropriate use of that information by DWP staff.
Information-sharing

Information-sharing between Secretary of State and HMRC: The Bill provides a legal framework for the sharing of information between the Secretary of State and HMRC, consolidating four different gateways into one and extending the scope of information which can be shared. This power will enable DWP to access information needed to deliver Universal Credit, including the real-time earnings data which HMRC will collect from employers. These measures will be supported by internal processes, to ensure that data sharing takes place legally, proportionately and securely.

Information-sharing in relation to overnight care etc: This measure will allow local authorities to supply claimant information to DWP or to local authority teams dealing with a relevant benefit such as Housing and Council Tax Benefit teams, so that a person’s social security benefit can be revised.  Local authorities will be able to tell benefit staff when a person has been admitted to or discharged from hospital or residential care, or needs overnight care at home.

When a person is receiving certain social security benefits they are required to report key changes in circumstances, including when they go into hospital or move to residential care, as this can affect the amount of benefit they receive.  Many of the claimants affected by this policy are elderly, frail or in poor health, and find it difficult to understand what they are being asked to consent to.  Staff are often unsure whether it is appropriate to share data. 

Changes to the HB rules mean that disabled people who need overnight care at home may be entitled to extra help with their rent where a larger property is required to accommodate a carer who normally lives elsewhere. The Bill will ensure local authority social services departments have the power to confirm to local authority HB departments that overnight care is required, ensuring that claims are dealt with more quickly. It will also allow local authorities to alert DWP when a person goes into hospital or residential care, so that a person’s social security award can be accurately and promptly reassessed. 

Information-sharing in relation to welfare services: The Bill broadens existing legislation to allow data to be shared between DWP and local authorities, and any relevant service providers, in respect of a wider category of welfare services (for example domiciliary and residential care, as well as new schemes such as a local assistance provided in place of elements of the social fund). 

The purpose is to help local authorities decide if a person is eligible for a service or benefit, and, where there is a charge, to help calculate how much the person should pay. Examples of services include a Blue Badge parking permit, or Disability Facilities Grant. The power could also be used in relation to new schemes such as the local assistance to be provided in place of social fund community care grants and certain crisis loans, which are being abolished. 

The measure will also allow local authorities to share data within and between themselves, and with DWP, for certain welfare services or housing benefit purposes. This will help authorities decide if a person is entitled to housing related support (also known as Supporting People); direct payments of benefit to the landlord; or exemption from local housing allowance rules because they live in supported accommodation. 
Information-sharing for social security or employment purposes: This measure introduces two simple changes to existing legislation to facilitate the exchange of information between DWP and organisations providing skills, employment and training services to claimants. The first change puts beyond doubt that the Secretary of State can designate organisations with whom we information is shared by description as well as by name (as is presently the case). This provides complete transparency as to how DWP designates organisations but with a minimal administrative burden. The second change allows county councils in England to use and supply information they hold relating to social security for a broader range of customers given their increasing involvement is delivering skills, employment and training services to JCP customers of all ages. 
Functions of a registration service
A power is needed to enable citizens who choose to use a new change of circumstances service (Tell Us Once), to inform central government and local authority services just once of a birth. With consent, data recorded in the birth register will be drawn from the General Register Office which will then be further shared with a range of specific services. This will enable relevant services to accept the birth registration data as verification of the birth for the purpose of assessing changes to entitlement to the services and benefits that they administer. It will also remove the reliance on paper certificates.  
Child Maintenance
Supporting maintenance agreements: the Government want more parents to consider their own collaborative family-based arrangements for child maintenance. The Bill provides a power which introduces a gateway to the statutory scheme, allowing the Commission to require an applicant to take reasonable steps to make their own family-based arrangement before making an application to the statutory child maintenance scheme.
The Gateway would make the applicant aware of the options available to them and could direct them to appropriate information and support. The Government has set out proposals to integrate the range of support that families need when separating – making it easier for families to access it early, before conflict may become more entrenched. This will enable more families to make their own arrangements by working together in the best interests of their children.
The requirement to take reasonable steps would be strictly related to the question of whether it is feasible to make a non-statutory maintenance arrangement. For example, where the applicant is unable to contact the other parent or was in fear of a violent ex-partner then the requirement would be fulfilled by contacting the gateway, and they will be supported to make a statutory application.
Collection of child support maintenance: Maintenance Direct is a way that parents can make child maintenance payments when they have a case in the statutory scheme. The Commission calculates the child maintenance amount, but the payment is made direct by the non-resident parent to the parent with care. 

The provision in the Bill will enable most non-resident parents to choose to pay maintenance directly to the parent with care following an application to the statutory child maintenance service. Currently the parent with care can insist that the Commission collects the money from the non-resident parent. 

Should the non-resident parent fail to pay the parent with care in full and on time the Commission will move the case into the collection service and take enforcement action as appropriate to ensure payments are made. The Commission will be able to withhold the choice completely from non-resident parents where it is believed they are unlikely to pay through Maintenance Direct.

Indicative maintenance calculations: the provision will allow parents to apply to the Commission for an indicative calculation of what the child maintenance calculation would be under the statutory rules. This is provided for information purposes only and does not create a statutory, legally enforceable liability. This will support the objective of empowering parents to make informed choices in relation to collaborative family-based arrangements.

Individual voluntary arrangements: there is a general principle in personal insolvency law in England and Wales, in relation to bankruptcies and debt relief orders, that arrears of child maintenance are excluded from these processes.  However, this is not expressly set out in legislation for individual voluntary agreements (IVAs), which has led to some legal uncertainty. The provision clarifies in law that arrears of child maintenance cannot be included in IVAs, to ensure that a non-resident parent entering into an IVA continues to be liable for the full amount of outstanding child maintenance throughout and following any agreement.
See Annex A for policy briefing note on the child maintenance measures (p.97).
Adult entertainment vacancies
Since August 2010 Jobcentre Plus has banned the advertising of certain jobs in the adult entertainment industry. The change means that Jobcentre Plus no longer advertises jobs for sexual purposes, such as lapdancers or strippers. This measure enshrines the ban in law. 

Deductions for fines from ESA: correcting an omission in legislation
On the introduction of ESA, many consequential amendments were made to existing benefit legislation.  In some cases the new policy for ESA mirrored that for Incapacity Benefit, in other cases it mirrored JSA.  There appears to have been some confusion in the drafting of consequential amendments relating to the deduction of fines.  While the primary legislation in the Criminal Justice Act 1991 replicates the previous position on Incapacity Benefit that no deductions could be made from the (contributory) benefit, the secondary legislation follows JSA in allowing deductions from both income-related and contributory elements of the benefit.

The policy intention and subsequent operational practice were to mirror JSA.  This supports wider efforts to improve fines collection by allowing compulsory deductions from fines from more people on benefits.  It is also in line with wider policy on deductions from benefit.  Deductions to enforce compliance with fines, child maintenance payments, debt recovery, etc, are generally made from both contributory and income-related benefits.

The Bill corrects this error retrospectively.  This does not materially disadvantage claimants, as money deducted has been used on their behalf to meet an essential financial commitment. The amendment will retrospectively give the correct legal authority for all existing deductions and allow deductions to continue without any additional operational intervention.  
Social Mobility and Child Poverty Commission
The Child Poverty Act 2010 requires the establishment of a Child Poverty Commission, which will advise the Government on the development of its Child Poverty Strategy. This provision inserts a new Section 8 and corresponding schedule into that Act, providing for the establishment of the Social Mobility and Child Poverty Commission. The new Commission will differ from that provided for in the original Act in three ways:

1) The Commission’s accountability functions will be improved.

Currently the Commission must advise the Government on its child poverty strategies, but it cannot comment on the extent to which that advice is heeded or on whether the finished strategies are effective in reducing child poverty. 

To improve accountability and transparency, the Commission will be required to publish independent annual reports assessing progress towards reducing child poverty and increasing social mobility, and towards meeting the child poverty targets and implementing the child poverty strategies. These annual Commission reports will be laid before Parliament and will replace the annual progress reports on child poverty currently required from the Secretary of State. The Secretary of State will still be required to produce a statement on the child poverty targets relating to the target year (2020), but not in any other year. 

2) The Commission’s advisory functions will be revised
Currently the Government has a duty to request the Commission’s advice on its child poverty strategies and to have regard to this advice when developing the strategies. The Scottish and Northern Irish administrations have similar duties with regard to their child poverty strategies. Wales does not have a similar duty as it has its own separate legislation and monitoring structures.

Under the new legislation Ministers will no longer have to consult the Commission on how the child poverty strategy should be developed (although the Commission will still be able to provide advice on how to measure socio-economic disadvantage, social mobility and child poverty at the request of the Government). This change reflects the Government’s view that Ministers should take direct responsibility for strategy development, and should not be able to delegate it to an arms length body.

3) The remit of the Commission will be widened
The Child Poverty Act makes it clear that tackling child poverty is about reducing broader socio-economic disadvantage as well as raising incomes.

Any effective and sustainable approach must also address the root causes of poverty and the intergenerational transfer of disadvantage. As well as being central to this Government’s wider vision of a fair society, increasing social mobility is therefore also crucial to ensuring that poorer children do not get left behind. It is therefore right that the Commission should have an explicit duty to consider progress on social mobility as well as child poverty.
However, legislation currently places no requirement on the Commission to consider social mobility. Legislative changes are therefore required in order to provide the Commission with a clear remit. Therefore the remit of the Commission has been extended to consider progress towards improving social mobility in the UK. 

Welfare Reform Bill Impact Assessment

Full impact assessments, and equality impact assessments were published during the Commons stages of the Bill.  These will be updated as the Bill passes through the House of Lords.  The below provides a summary of the published impact assessment.  Full versions are available in the House Printed Paper Office.
Universal Credit
· Universal Credit will substantially improve the incentives to take work. The number of households who lose more than 70 per cent of their earnings through taxation and benefit withdrawal on moving into 10 hours of work will fall by 1.1m under Universal Credit. 

· Universal Credit improves the incentives to increase hours of work; as a result of the single withdrawal rate, 1.46m households will see a reduction in their marginal deduction rate (MDR) and there will now be virtually no households with MDRs above 80 per cent. Although 2.11m will see an increase in their MDR the median MDR will increase by only four percentage points.  

· Universal Credit removes much of the administrative complexity associated with claiming benefits; in doing so it removes some of the risks associated with moves into work and makes much clearer the actual financial gain from working.

· The 2.7m households will be better off, 1 million households will see an increase of more than £25 a week.  85 per cent of this increase will be going to households in the bottom two quintiles of the income distribution.
· Some 1.7m households will have notional lower entitlements in the long-run but full transitional protection will ensure that there are no cash losers at the point of change.

· There will be an increase of £2bn due to changes in entitlement rules and around a further £2.6bn taking account of increased take-up. The combined impact of take-up and entitlements might lift around 950,000 individuals out of poverty, including 350,000 children and more than 600,000 working-age adults.
· Universal Credit has an overall long-run cost of around £2.6bn in benefit expenditure.  This does not allow for the potential benefits from the dynamic impacts. 
· In the longer term, reduced complexity will lead to savings of more than £0.5bn a year in administrative costs.
Time-limiting of contributory ESA
· Expenditure on ESA is currently forecast to be £11bn by 2014/15. People in the work-related activity group (WRAG) can qualify for contributory ESA for an unlimited period on the basis of a small amount of national insurance paid.

· The measure will ensure that ESA-C is paid for a temporary period, creating a culture that does not allow people to stay permanently in the WRAG.

· Some 650,000 households will lose contributory ESA in 2014/15 with an annual saving of nearly £1.5bn.

· Some 30% of claimants will recover all of the reduction through offsetting payments in the income-based component of ESA. The average reduction in benefit for the 70% who see a reduction in their net income will be about £52 a week.

· About 40% of claimants will not be eligible for any offsetting payments in income-based ESA. In 60% of cases this is because they have a working partner. The remainder are disqualified from income-based ESA because they have capital of more than 16,000 or because they or their partner have income from other sources (such as an occupational pension).

· Around half of claimants affected by the measure are in the bottom two deciles of the income distribution. However, households whose reduction is offset by income-related ESA are more likely to be in the bottom two deciles than people who do lose their full entitlement (55% versus 25%).

Benefit cap
· Total household welfare payments (of working age households) will be limited to £500 per week for couple and lone parent households and to £350 per week for single person households. 

· The cap will ensure that workless households will no longer receive more in benefits than working households receive in average wages.

· Households which include a member who is entitled to Working Tax Credit, Disability Living Allowance or Constant Attendance Allowance will be exempt from the cap as will War Widows.  

· About 50,000 households will lose from the cap. The average reduction will be around £93 a week; this is skewed by some very large losses and the median reduction will be £66. More than 90% of the losers are families with children. The savings will be approximately £260m in 2014/15.

· Those affected will need to choose between taking up work (the cap does not apply to those entitled to Working Tax Credit); reducing their non-rent expenditure; or moving to cheaper accommodation or area. Households which include a member who is in receipt of Working Tax Credit (WTC) will be excluded from the cap. This will increase the incentive for people to find employment because once they are in receipt of WTC their benefits will no longer be subject to the cap; in addition they will also gain from earning once they enter work.

Social sector under-accommodation
· Housing Benefit claimants living in the social rented sector generally have no restrictions placed on the size of accommodation that they occupy, and the amount of Housing Benefit to which they are entitled.

· The measure will replicate in the social rented sector the size criteria that applies to Housing Benefit claimants in the private rented sector and whose claims are assessed in accordance with the local housing allowance. In summary, this allows one bedroom for each person or couple living as part of the household, with the following exceptions:

· a child aged 15 or under would be expected to share with one other child of the same gender;
· a child age 9 or under would be expected to share with one other child aged 9 or under, regardless of gender;
· a bedroom for a non-resident carer will also be taken into account in determining the relevant size criteria where they provide overnight care for the claimant or their partner.

· This measure is being introduced in order to encourage greater mobility within the social rented sector, make better use of available social housing stock, and improve work-incentives for working-age claimants.


· Around 670,000 households maybe affected, of whom more than 200,000 will be families with children. The average reduction in benefit will be approximately £13 a week, and the annual savings will be approximately £470m in 2014/15.

· Affected householders will be faced with a choice:

· Continue to live in accommodation which is assessed as larger than their household needs, and make up any shortfall from their other income, or from savings; or

· Move to accommodation which better reflects the size and composition of their household.

· In general, the regions which have the largest number of over-crowded households also have the lowest number of under-occupiers who would be affected by the size criteria. The decisions made by claimants who are under-occupying accommodation will mean that this mechanism for encouraging a more efficient use of social housing may make less of an impact addressing overcrowding in those regions most affected.


CPI up-rating for Local Housing Allowance

· The 2013 changes to the Local Housing Allowance arrangements are intended to build on the measures being introduced in 2011 to bring the cost of Housing Benefit under control and exert downward pressure on rents.

· Restricting the increase in Local Housing Allowance rates to the Consumer Price Index would mean that the setting of rates would be carried out in a similar way to the up-rating of other social security benefits. The change would simplify the process of setting rates and can be incorporated with longer term welfare reform measures. 

· Potentially 1.4m LHA claimants could be affected, and the average reduction in entitlement maybe in the order of £5.50 per week. The precise profile of reductions will depend on the future path of the CPI. The estimated savings will be approximately £240m in 2014/15.

· Separate changes to the Local Housing Allowance will allow landlords to receive payment of housing benefit directly to them if they are willing to reduce their rents to levels affordable to housing benefit recipients. This change is likely to provide an incentive to landlords to provide accommodation at the level of the Local Housing Allowance rate to Housing Benefit tenants.

DLA reform – introduction of Personal Independence Payment
· The current DLA legislation provides automatic entitlements to certain rates on the basis of specific conditions and impairments, or the treatment an individual is receiving. As a result, eligibility for DLA is sometimes based on medical condition rather than the impact of that condition, meaning that support is not always appropriately targeted.

· There are now 3.16 million people receiving Disability Living Allowance (DLA) and forecast expenditure on the benefit for 2010/11 is £12.1 billion. In just eight years the number claiming DLA has risen from 2.4 million to 3.2 million.  The public consultation on DLA reform proposes replacing DLA with a new benefit (Personal Independence Payment) to support disabled people who face the greatest barriers to leading full and independent lives. The new benefit is planned to be introduced for new claimants from 2013/14. Existing working age (16-64) recipients will also begin to be reassessed form 2013/14. The proposed elements of the new benefit are:
· A new objective assessment to deliver more consistent outcomes and greater transparency for individuals.

· Two components, linked to the activities considered in the assessment.

· Eligibility for one will be based on the individual’s ability to get around, the other on their ability to carry out other key activities necessary to be able to participate in daily life.

· Two rates for each component (four in total).

· Eligibility based on a qualifying period of 6 months, with the expectation that the entitlement conditions will continue to be satisfied for a further 6 months.

· Moving away from automatic entitlement based on certain conditions to assessments based on the impact of an impairment.

· The facility to regularly review all awards.

· Maintenance of existing special rules to fast track claims for people who are terminally ill.

· The savings to the Exchequer will be approximately £1bn in 2014/15. The Department is working with stakeholders, including groups representing disabled people, to design the objective assessment, which is still being developed.  As more detailed design is completed estimates of the impact of the new assessment on people receiving DLA will be made.
· Around two-thirds of families with at least one DLA recipient are in the bottom half of the income distribution.
Lone parent conditionality
· Since November 2008, increased conditionality for lone parents (Lone Parent Obligations) has been gradually rolled out. The age of youngest child at which a lone parent can no longer claim IS has been reduced from 16 to 7.  From January 2012 it will be further reduced to 5: once that age is reached, lone parents without other income may claim JSA, or ESA if they are disabled or have a health condition.  Those claiming Carers Allowance or those with a child receiving the middle or higher rate care component of Disability Living Allowance may continue to claim IS. 

· Currently there are 1.9 million lone parents in Great Britain, with 1.1 million lone parents being in work. The employment rate for lone parents with a youngest child aged 5 and 6 is 54.4%, lower than the lone parent employment rate for lone parents with children aged 7 to 15 which stands at 66.8%.  There are around 100,000 lone parents claiming IS with a youngest child aged five or six.

· The majority of lone parents affected by the measure are assumed to claim JSA when their IS eligibility ends, with the remainder claiming ESA, remaining on IS, moving directly into employment or off benefits for another reason. 

· DWP current estimates are that the implementation of the policy could lead to a net reduction of around 30,000 to 40,000 in the number of lone parents on out of work benefits. This reflects reductions in the number of lone parents on IS, combined with increases in the number of lone parents on JSA and ESA. 

· It is estimated that the change will result in 20,000 to 25,000 extra lone parents in work, which in turn could impact on child poverty. Compared to a child of a lone parent who is not working, a child of a lone parent that works part-time is over 2.5 times less likely to be living in poverty and a child of a lone parent that works full time is over 4 times less likely to be living in poverty.

· Lone parents moving into work will benefit through increased income from wages. The total additional annual in-work gross earnings gained by lone parents over the Spending Review period to March 2015 are estimated at £390m. Further lone parents eligible for tax credits and In-Work Credit will benefit in total by £240m over the Spending Review period.

· For additional lone parents moved into work, there are fiscal benefits generated by reduced spending on out of work benefits (IS/JSA, Housing Benefit, Council Tax Benefit), extra taxes (income tax and indirect taxes) and NICs. Over the Spending Review period to March 2015 these benefits will be £560m.  
Link to impact assessments and equality impact assessments: http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/welfare-reform-bill-2011/impact-assessments-and-equality/

Current benefits system

Jobseeker’s Allowance

Introduction

Jobseeker’s Allowance (JSA) was introduced in October 1996 to replace Unemployment Benefit and Income Support for people who are unemployed and looking for work. JSA has both contributory and income-based elements.

Contributory JSA (JSA(C))
To receive JSA(C) a person must have paid sufficient national insurance contributions. It is paid for the individual only and is subject to reduction if the person has earnings or pension income. JSA(C) is paid for 182 days only.

Income-based JSA (JSA(IB))

Income-based JSA can be paid where a person has paid insufficient national insurance contributions to receive JSA(C). It includes an amount for partners. For information on the calculation of, and income and capital rules for JSA(IB) see the notes relating to Income Support.

Eligibility for Jobseeker’s Allowance

To be entitled to JSA a person must:

· be available for work;

· be actively seeking work;

· be capable of work;

· have entered into a jobseeker’s agreement;

· be in Great Britain; and

· not be in remunerative work or full time education.

Joint claims

Couples who meet certain criteria are required to make a joint claim for JSA. Both members of the couple are required to be actively involved in the labour market, and will have fortnightly reviews at the Jobcentre.

Jobseekers’ obligations
Jobseekers are required to attend the Jobcentre Plus office fortnightly for a Jobsearch Review at which they will:

· declare that they are available for, and actively seeking work; and

· provide details of their jobseeking activities.

They will receive help and support from the Personal Advisor to help them to find a job. Failure to attend may result in the termination of their benefit.

Actively seeking – this is the expectation of what a jobseeker should reasonably be expected to do in a week to find employment. This could include:

· applying for jobs in writing, personally or by phone;

· seeking information regarding employment;

· registering with employment agencies;

· preparing a CV.

Availability – to be considered to be available for work a person must be:

· willing and able to take up work immediately;

· willing and able to take up work of 40 hours per week;

· available for employed earners work;

· available for any type of employment.

A jobseeker may be able to restrict the level of pay, the type of work they are looking for and the number of hours for which they are available, but they must still have reasonable prospects of securing employment. Carers and voluntary workers are not required to be available immediately provided they are available to take up work on one week’s notice or able to attend an interview at 48 hours notice. Again they must have reasonable prospects of securing employment.

Jobseeker’s Agreement

Having a Jobseeker’s Agreement (JSAg) is one of the core labour market conditions of entitlement to Jobseeker’s Allowance – alongside being available for and actively seeking work. Employment officers must not enter into the JSAg unless, in their opinion, the claimant would satisfy the availability and actively seeking work requirements if he was to comply with, or be treated as complying with, the terms of the proposed agreement.

A JSAg must be in writing, be signed by the claimant and an employment officer and a copy provided to the claimant. It must include:

-
the claimant’s name;

-
their hours and, if relevant, their pattern of availability;

-
any other restrictions on availability;

-
a description of the type of work sought;

-
action that the claimant will take to seek employment and to improve their prospects of finding work;

-
the duration of any permitted period (where a claimant does not have to look for work outside their normal occupation);

-
a statement of the claimant’s right to challenge the agreement; 

-
the date of the agreement. 

Sanctions
Under the current regime, jobseekers failing to comply with their obligations may have their benefit sanctioned. A sanction is a complete withdrawal of the claimant’s JSA award for specified periods. Entitlement to Housing Benefit and Council Tax Benefit is unaffected. There are two types of sanction which can be applied – Fixed and Variable:

Fixed length sanctions – the period can be 2, 4 or 26 weeks, and will be applied where a jobseeker without good cause:

· fails to carry out a jobseeker’s direction;

· neglects to avail himself of a reasonable opportunity of a place on a training scheme or employment programme

· refuses or fails to apply for or accept if offered a place on a training scheme or programme;

· gives up a place on a scheme or programme or fails to attend such a scheme or programme having been given a place on it

· loses a place on such a scheme or programme through misconduct

· fails to attend a mandatory interview, including fortnightly signing-on. 
Variable sanctions – the period is anything from 1 to 26 weeks, and will be applied where a jobseeker without good or just cause:

· leaves their last job voluntarily or through misconduct;

· fails to apply for or accept a job; 

· neglects to avail himself of a reasonable opportunity of employment or

· refuses to apply for or accept a job.

Where a jobseeker can show good or just cause for failing to comply, JSA will continue in payment.

Employment and Support Allowance 

What is Employment and Support Allowance (ESA)?

ESA replaced Incapacity Benefit (contributory benefit) and Income Support on the ground of incapacity (means-tested benefit) for new claimants from the 27th October 2008. We are reassessing incapacity benefits claimants onto ESA between April 2011 and March 2014 to create a single system of financial and employment support.

Eligibility for ESA

ESA is a working age income replacement benefit for disabled people and people with health conditions who:

· have limited capability for work; 

· are aged at least 16;

· be in Great Britain;

· not entitled to IS or JSA 

How do you qualify?

ESA has both contributory and income-related elements, just like JSA. A claimant can qualify for contributory ESA if they have paid the required national insurance contributions in one of the last two tax years prior to the claim.  If a claimant does not have a sufficient contributory record they can make a claim for income-related ESA.  They can qualify for this element if they do not have capital of more than £16,000 or their household income (including that of their partner) is below their applicable amount (the full amount of ESA a claimant would receive if they had no income).

The structure of ESA

The Assessment Phase

Once claimants satisfy the initial criteria they enter a 13 week assessment phase, and undertake the Work Capability Assessment (WCA) which determines whether they have limited capability for work.  After that, there are two groups within ESA, the Work-Related Activity Group and the Support Group.

There are two main elements of the WCA:

1) The limited capability for work assessment: The first part of the WCA looks at whether a claimant has ‘limited capability for work’. If they do, they are entitled to ESA and will be placed in the work-related activity group.

2) The limited capability for work-related activity assessment: The second part of the WCA determines whether the claimant has ‘limited capability for work-related activity.’ If the claimant reaches the threshold for this assessment they will be placed in the support group.

The Support Group

If the WCA deems that a claimant has limited capability for work-related activity they are placed in the support group. This is for the most severely disabled and the terminally ill, around 10% of the caseload. It is free of any requirement to engage in work-related activities, but those in the support group can volunteer for the support on offer.

The Work-Related Activity Group

Those deemed not to have limited capability for work related activity by the WCA are placed in the Work-Related Activity Group; we expect this to be the vast majority of those on ESA, around 90%. Those in the Work-Related Activity Group with a 3 or 6 month prognosis will be required to prepare for work and participate in a series of mandatory interviews to talk about the possibility of work and the support they would need. If they do not engage they face having their ESA benefit payment sanctioned. 

Conditionality regime
All ESA claimants will be re-assessed under the WCA.   

Customers in the ESA Support Group - those who have both limited capability for work and a limited capability for work related activity- will not be required to undertake any work related activity but may volunteer for help to get them back to work if they wish.  
ESA customers in the Work Related Activity Group may be required to undertake activities which may assist them in obtaining or retaining employment. 

Work Related Activity (WRA) may include Work Focussed Interviews (WFI) and other activities – for example, undertaking a training course or preparing a CV.  No ESA customer can be directed to seek, apply for or undertake work, nor can they be directed to undertake medical treatment.

The requirement to undertake WRA is at the discretion of advisers but must be reasonable in the customer’s circumstances.  What is reasonable will vary from person to person, depending on the impact of their medical condition and personal situation. The required Work Related Activity will be determined in discussion with the individual and recorded in their Action Plan.

A customer may be directed to undertake Specific Work Related Activity (SWRA) to overcome a particular barrier to their progression that needs addressing. A direction would be issued as a last resort and must be suitable and achievable.

Sanctions

Failure to undertake WRA or SWRA without good cause may invoke the application of a sanction. The decision to apply a sanction rests solely with a JCP Decision Maker and customers have the right to appeal against unreasonable activates and the imposition of sanctions.

Those in the Work Related Activity Group can be subject to sanctions up to the value of the work-related activity component if the claimant does not attend a work-focused interview without good cause.
Sanctions occur in two steps:

· for the first 4 weeks, a sanction of 50% of the work-related activity component is deducted

· after 4 weeks of non-compliance 100% of the work-related activity component is deducted

The sanction is lifted after the claimant meets the requirement to participate in a work-focused interview .
ESA rates

The diagram below shows the payment structure of ESA. During the assessment phase all claimants receive the basic allowance set at the Jobseeker’s Allowance rate (JSA) £67.50. This is so if claimants do not meet the WCA threshold they can apply for JSA and receive the same rate. 

Claimants placed in the work-related activity group receive an additional work-related activity component (£26.75) if they comply with the conditionality regime. This component can be reduced to zero (the claimant would still receive the JSA rate) if they refuse to engage with support on offer. (See below)


[image: image2]
Claimants in the Support Group receive the Support Component (£32.35). The poorest in the Support Group are also passported to the Enhanced Disability Premium – an additional £14.05 per week. Claimants in the Support Group face no conditionality and cannot have their benefit sanctioned. 

Income Support 

Introduction

Income Support (IS) replaced Supplementary Benefit from April 1988. IS is restricted to those who are not required to be available for work - lone parents with a child or children aged under seven,  carers, and people who have a health condition or disability. For the latter two groups IS ceased to be available for those making new claims from October 2008, and they now claim ESA.  As part of the IB reassessment programme, people claiming IS on incapacity grounds are being migrated to ESA between April 2011 and March 2014. Their cash level of their benefit will be protected if they qualify for ESA. The following briefly describes the main conditions which a claimant must satisfy to receive IS and other key features of the scheme. 

 

Eligibility for Income Support

IS is a non-contributory benefit which may be claimed by people in Great Britain who are: 

· aged 16 or over, but under the qualifying age for state pension credit (which is increasing in line with the state pension age for women); 

· not working 16 hours or more a week or with a partner not working 24 hours or more per week; and

· not required to be available for employment. 

It is payable if a person’s resources are less than their applicable amounts (see below) and they satisfy the qualifying conditions. Provision is made for payment to be made outside the normal rules in certain urgent cases.

Young people undergoing full-time education of a non-advanced nature are not normally eligible for IS in their own right. The majority of 16 and 17 year olds are also normally unable to claim IS. There are, however, a limited number of exceptions to this rule, which mainly apply to those who have dependent children, disabilities or caring responsibilities, or the estranged or orphaned who remain in full time non-advanced education.

Assessment of benefit

IS claims are made and assessed on a “Benefit unit” basis. A benefit unit consists of the claimant plus any partner and/or dependent children they have. Unmarried couples who are living together as husband and wife are treated in the same way as a married couple. Either partner may claim IS.

Dependent children are those aged 15 or under plus those aged 16 to 19 who are in non-advanced full-time education. (However, parents of young people who have made a new IS claim after September 2005 will receive Child Tax Credits, rather than an IS addition for their children.) 

The resources (income, including assumed income from capital – see overleaf) of a benefit unit are counted together for the purposes of working out benefit entitlement (see next section), with the exception of any children’s capital, which is taken into account separately.

Rate of benefit

The amount of benefit which a claimant can receive is calculated using an “applicable amount” and takes account of any resources they have. Receipt of IS also automatically entitles the claimant and dependants to certain other welfare benefits.

Applicable Amounts are specified by regulation and are used to calculate the maximum amount of benefit that a claimant can receive. These consist of:

· a personal allowance - which depends upon the age of the claimant and the presence and age of a partner;

· additions for any dependent children where Child Tax Credit is not in payment;

· premiums - which provide additional allowances in recognition of special needs such as old age or disability; and 

· certain types of housing costs.

Resources of a benefit unit consist of its total income (e.g. from other social security benefits, earnings from part-time employment, etc,) and assumed income from capital assets (see below).

The rate of IS payable to a claimant is normally the amount needed to bring the resources of the benefit unit up to their applicable amount (i.e. the applicable amount less the total resources).  Some types of resources are subject to a disregard, that is all or parts of them are ignored when calculating total resources.  

The main types that are subject to a disregard are: part-time earnings (the first £5 each week is disregarded for the claimant and/or their partner. Lone parents and disabled claimants qualify for a £20 earnings disregard. The earnings of children are fully disregarded, but if the child has left school some earnings may be taken into account); benefits and pensions (War Disablement Pension and War Widow’s Pension are subject to a partial disregard. Mobility Allowance, Attendance Allowance and Disability Living Allowance are normally disregarded in full); other miscellaneous types of income (such as certain payments received from charities, the annuity paid to a holder of the Victoria Cross, etc); capital assets (assets worth under £6,000 are ignored (some other assets may also be disregarded, such as property occupied by an aged relative). Savings between £6000 and £16,000 are treated as if each £250 or part of £250 brings in an income of £1 per week. Where capital assets total more than £16,000, the claimant is not entitled to Income Support).  Claimants in residential care and nursing homes have their capital treated differently. They are allowed to have up to £16,000 and still be entitled to IS. Up to £10,000 of their assets are also disregarded.

Housing costs

Claimants in rented accommodation can receive assistance with most of their housing costs through Housing Benefit. Amounts for certain other types of housing costs can be included in the assessment of a person’s applicable amount, though there is usually a waiting period at the start of the claim before the costs can be allowed. These include:

· Mortgage interest payments (but not capital repayments);

· Ground rent;

· Other miscellaneous outgoings which are not met by Housing Benefit, such as certain service charges.

The amount for these items may be reduced in certain circumstances to take account of contributions from non-dependants (i.e. other adults in the property who are not part of the benefit unit) and any amount by which the housing costs are excessive. Housing costs in IS do not cover water charges as these are part of the day to day living expenses already covered by the personal allowances and premiums in the applicable amount.

Council Tax cannot normally be met by housing costs in IS. Instead, help with Council Tax is provided through Council Tax Benefit which, like Housing Benefit, is a Social Security benefit, but is administered by local authorities.

IS entitles the claimant to maximum Housing Benefit and Council Tax Benefit which can be up to 100 per cent of the claimant’s eligible rent and council tax subject to any deductions in respect to non-dependants.

Premiums

Disability Premiums

There are three disability premiums within Income Support and income-based Jobseeker’s Allowance. The first of these is as follows:

The disability premium – entitlement to this premium is linked to the payment of disability benefits; primarily Disability Living Allowance (DLA). Receipt of a disability benefit is used as an indication that a claimant is likely to have extra costs because of their condition. The premium is also paid to those claimants who are blind or who have been incapable of work for at least 364 days. This is in line with the extra help provided by way of the long-term rate of Incapacity Benefit, also paid after at least 364 days incapacity for work. Extra help is provided to these claimants in recognition of the fact that people with a long-term incapacity are also likely to have extra costs because of their condition.

The other two are paid alongside the disability premium. These are as follows:

The severe disability premium – an additional premium intended to help those who are severely disabled and who live independently, and who are therefore most likely to need to purchase care. 

There are circumstances when people sharing accommodation should not be expected, or may not be able, to provide care for the disabled person. For this reason, the presence of certain people is ignored when deciding whether or not the disabled person lives alone. This means that no account is taken of

· people who live in the same home because of a commercial arrangement (such as a tenant, landlord or joint owner but not if they are a close relative); 

· people who are under the age of 18; or 

· people who are blind or receiving Attendance Allowance or the middle or higher care component of Disability Living Allowance.

The Enhanced Disability Premium – paid in addition to the disability and severe disability premiums and which provides a guaranteed level of income for those claimants under 60 years of age who are receiving an income related benefit and Disability Living Allowance care component at the higher rate.

Carer premium

The carer premium is paid to those who are looking after a disabled person and are either in receipt of Carer’s Allowance or have underlying entitlement to Carer’s Allowance.

Family premium

Families with a dependent child or children, who do not receive Child Tax Credit, will receive a family premium.

Payment

Payments of benefit are paid into a person’s bank account
Labour Market Support Available: 

The Government is committed to get Britain working and to do this there is a range of employment support available for claimants: 

The Work Programme is a groundbreaking employment programme aimed at supporting Jobseekers, Employment and Support Allowance claimants and Lone Parents back to work. It hands autonomy back to our service providers, leaving them to make judgements about how best to support claimants, and doing away with the prescriptive employment programmes of the last Government.  In return, we will pay providers on the basis of the results they achieve, and incentivise them to focus their resources on our hardest to help customers to ensure everyone gets the right level of support. 

What the benefits system will look like

Universal Credit will provide a single integrated system of in- and out-of-work support for working-age claimants. Income-based Jobseeker’s Allowance, income-related Employment and Support Allowance, Income Support, Working Tax Credit, Child Tax Credit and Housing Benefit will all be abolished. 

A new set of work-related requirements will be introduced for Universal Credit, with the level of requirements that can be imposed on a claimant depending on which of four groups they fall into: claimants subject to no-work related requirements; claimants subject to work-focused interview requirement only; claimants subject to work preparation requirement; and claimants subject to all work-related requirements. 

As a condition of entitlement claimants will need to accept a claimant commitment, which will be a record of the requirements the claimant needs to meet.  The claimant commitment will be introduced for claimants of Jobseeker’s Allowance, Employment and Support Allowance and Income Support in the period leading up to the introduction of Universal Credit.

For claimants above women’s State Pension Age, housing support and amounts for children will be incorporated into State Pension Credit.

Alongside Universal Credit, contributory JSA and contributory ESA will continue. For claimants with limited capability for work, contributory ESA will be paid for 365 days only. As now, contributory JSA will be paid for 182 days only. These contributory benefits will be reformed to align more closely with Universal Credit, including the introduction of an equivalent single taper and system of disregards. 

Council Tax Benefit will be abolished and replaced by localised support. 

Personal Independence Payment will replace Disability Living Allowance for working-age claimants. Personal Independence Payment will have two components: a daily living component and a mobility component. Both components will have standard and enhanced rates. Personal Independence Payment will remain non-means-tested. The Government will consider extending Personal Independence Payment to children and pensioners once the migration of the working age case load has been assessed.

The discretionary elements of the Social Fund will be abolished. A new system of support to replace Community Care Grants and some Crisis Loans will be delivered by local authorities and the devolved administrations. Budgeting Loans and Crisis Loans for alignment will become an advance of benefit facility as part of Universal Credit. 

Child Benefit will also continue alongside Universal Credit, as will bereavement benefits, statutory payments, Maternity Allowance and Industrial Injuries Disablement Benefit. 

The total amount of welfare benefits a claimant receives will be subject to a benefit cap, set by reference to the average earnings of households in work. Some groups of claimants, including those receiving Personal Independence Payment, will be exempt from the cap. 
Keeling versions of relevant extracts, draft regulations and relevant older papers
Draft regulations

We have provided, in the House Library, copies of the notes on regulation-making which were made available during the Commons Committee stages of the Bill, as well as draft regulations which have already been produced.  As the Bill progresses, and further draft regulations are produced, we will also ensure copies are placed in the House Library.
Keeling extracts

To aid Peers in interpreting the changes being proposed, in the House Library we have provided Keeling versions of the following pieces of legislation (as relevant extracts):

Jobseekers Act 1995 - changes in the Bill to come into force before UC introduced

Jobseekers Act 1995 - changes made in the Bill to come into force as UC introduced

Welfare Reform Act 2007 - changes in the Bill to come into force before UC introduced

Welfare Reform Act 2007 - changes made in the Bill to come into force as UC introduced

Social Security Administration Act 1992 and Social Security Contributions and Benefits Act 1992 - changes in the Bill to come into force before UC introduced

Social Security Contributions and Benefits Act - changes relating to the Social Fund

Social Security Fraud Act 2001 - changes relating to sections 6A-11

Social Security Administration Act - section 115A (relating to fraud and the introduction of a civil penalty)

Tax Credits Act 2002 - section 35 (relating to tax credit fraud)

Relevant Older Papers

As required by a Speaker’s ruling (21 February 1996, Hansard Col.34), the following documents/links contain all the older papers which have relevance to the forthcoming debates on the Welfare Reform Bill.

All links to Acts are the un-amended version of the Acts, as they were originally enacted.

White and Green Papers and General Papers
Welfare Reform White Paper (November 2010): Universal Credit: welfare that works: http://www.dwp.gov.uk/docs/universal-credit-full-document.pdf
Welfare Reform Consultation Paper (July 2010): 21st Century Welfare: http://www.dwp.gov.uk/docs/21st-century-welfare.pdf
Consultation responses to 21st Century Welfare (November 2010): http://www.dwp.gov.uk/docs/21st-century-welfare-response.pdf
Budget 2010 (June 2010): 

http://www.hm-treasury.gov.uk/d/junebudget_complete.pdf 

Spending Review 2010 (October 2010): 

http://cdn.hm-treasury.gov.uk/sr2010_completereport.pdf

Universal Credit
Fraud Act 2006:

http://www.legislation.gov.uk/ukpga/2006/35/contents

Jobseekers’ Act 1995:

http://www.legislation.gov.uk/ukpga/1995/18/contents

Social Security Administration Act 1992:

http://www.legislation.gov.uk/ukpga/1992/5/contents/enacted

Social Security Contributions and Benefits Act 1992:

http://www.legislation.gov.uk/ukpga/1992/4/contents/enacted

Social Security Act 1998:

http://www.legislation.gov.uk/ukpga/1998/14/contents/enacted

Social Security Fraud Act 2001:

http://www.legislation.gov.uk/ukpga/2001/11/contents

Welfare Reform Act 2007:

http://www.legislation.gov.uk/ukpga/2007/5/contents

Welfare Reform Act 2009:

http://www.legislation.gov.uk/ukpga/2009/24/contents

Theft Act 1968:

http://www.legislation.gov.uk/ukpga/1968/60/contents

Tribunals, Courts and Enforcement Act 2007:

http://www.legislation.gov.uk/ukpga/2007/15/contents

Relevant Secondary Legislation 

Council Tax Benefit Regulations 2006: http://www.legislation.gov.uk/uksi/2006/215/contents/made
Council Tax Benefit (Persons who have attained the qualifying age for state pension credit) Regulations 2006: http://www.legislation.gov.uk/uksi/2006/216/contents/made
Employment and Support Allowance Regulations 2008:

http://www.legislation.gov.uk/uksi/2008/794/contents/made

Housing Benefit and Council Tax Benefit (Decisions and Appeals) Regulations 2001:

http://www.legislation.gov.uk/uksi/2001/1002/contents/made

Income Support (General) Regulations 1987:

http://www.legislation.gov.uk/uksi/1987/1967/contents/made

Jobseekers’ Allowance Regulations 1996:

http://www.legislation.gov.uk/uksi/1996/207/contents/made

Social Security (Claims and Payments) Regulations 1987:

http://www.legislation.gov.uk/uksi/1987/1968/contents/made

Social Security and Child Support (Decisions and Appeals) Regulations 1999:

http://www.legislation.gov.uk/uksi/1999/991/contents/made

Social Security (Work Focused Interviews for Lone Parents) and Miscellaneous Amendments 2000:

http://www.legislation.gov.uk/uksi/2000/1926/contents/made

Social Security (Jobcentre Plus Interviews) Regulations 2002:

http://www.legislation.gov.uk/uksi/2002/1703/contents/made

Tribunal Procedure (Upper Tribunal) Rules 2008:

http://www.legislation.gov.uk/uksi/2008/2698/contents/made

Tribunal Procedure (First-tier Tribunal) (Social Entitlement Chamber) Rules 2008:

http://www.legislation.gov.uk/uksi/2008/2685/contents/made

Other Related Documents
Couples
Work Focused Interviews for Partners and enhanced New Deal for Partners evaluation: Synthesis of findings (2007) DWP Research Report: http://campaigns.dwp.gov.uk/asd/asd5/report_abstracts/rr_abstracts/rra_417.asp
Evaluation of Partners Outreach for Ethnic Minorities (POEM) Final Report (2009) DWP Research Report: 

http://campaigns.dwp.gov.uk/asd/asd5/rports2009-2010/rrep598.pdf

Joint Claims for JSA evaluation – synthesis of findings (2005) DWP Research Report: http://campaigns.dwp.gov.uk/asd/asd5/report_abstracts/rr_abstracts/rra_235.asp
Working-age Benefits

Disability Discrimination Act 1995:

http://www.legislation.gov.uk/ukpga/1995/50/contents

Employment Act 2002:

http://www.legislation.gov.uk/ukpga/2002/22/contents

National Insurance Contributions and Statutory Payments Act 2004:

http://www.legislation.gov.uk/ukpga/2004/3/contents

Social Security (Consequential Provisions) Act 1992:

http://www.legislation.gov.uk/ukpga/1992/6/contents

Relevant Secondary Legislation 

Employment and Support Allowance (Transitional Provisions, Housing Benefit and Council Tax Benefit) (Existing Awards) (No. 2) Regulations 2010:

http://www.legislation.gov.uk/uksi/2010/1907/contents/made 

Social Security (Jobcentre Plus Interviews) Regulations 2001:

http://www.legislation.gov.uk/uksi/2001/3210/contents/made

Social Security (Lone Parents and Miscellaneous Amendments) Regulations 2008:

http://www.legislation.gov.uk/uksi/2008/3051/contents/made

The Social Security (Work focused Interviews for Lone Parents) and Miscellaneous Amendments Regulations 2000: http://www.legislation.gov.uk/uksi/2002/670/contents/made  

Social Security (Work-focused Interviews for Lone Parents) Amendment Regulations: 2002: http://www.legislation.gov.uk/uksi/2002/670/contents/made
Social Security (Work-focused Interviews) Regulations 2000:

http://www.legislation.gov.uk/uksi/2000/897/contents/made

Social Security (Work-focused Interviews) Amendment Regulations 2005:

http://www.legislation.gov.uk/uksi/2005/2727/contents/made

Other Related Documents
Employment Support Allowance
The Gregg report Realising Potential: A vision for personalised conditionality and support (Dec 08): http://www.dwp.gov.uk/docs/realisingpotential.pdf
Lone Parents
DWP Working Paper no.93 (Dec 2010): Lone parents and employment: an exploration of findings from the Families and Children’s Study 2006-8 http://research.dwp.gov.uk/asd/asd5/WP93.pdf
Institute for Fiscal Studies (Sept 2010): Starting school and leaving welfare: the impact of public education on lone parents’ welfare receipt http://www.ifs.org.uk/publications/5275

Can altering the structure of financial support payments aid work retention amongst lone parents? Qualitative evaluation of the In Work Retention Pilot (2010) DWP research report: http://campaigns.dwp.gov.uk/asd/asd5/rports2009-2010/rrep708.pdf 

Supporting lone parents’ journey off benefits and into work: a qualitative evaluation of the role of In Work Credit (IWC) (2010) DWP research report: http://research.dwp.gov.uk/asd/asd5/rports2009-2010/rrep712.pdf
Lone Parent Obligations: A review of recent evidence on the work-related requirements within the benefit systems of different countries (Jan 2010) DWP research report: http://research.dwp.gov.uk/asd/asd5/rports2009-2010/rrep632.pdf
Lone Parent Obligations: destinations of lone parents after Income Support eligibility ends (Nov 2010) DWP research report: 

http://research.dwp.gov.uk/asd/asd5/rports2009-2010/rrep710.pdf

Right to work

Economic Impact on the London and UK economy of an earned regularisation of irregular migrants to the UK (May 2009): http://www.london.gov.uk/mayor/economic_unit/docs/irregular-migrants-report.pdf
Irregular Migration in the UK (May 2009): http://www.ippr.org/publicationsandreports/publication.asp?id=663

Other Benefit Changes
Apprenticeships, Skills, Children and Learning Act 2009:

http://www.legislation.gov.uk/ukpga/2009/22/contents

Civil Partnership Act 2004

http://www.legislation.gov.uk/ukpga/2004/33/contents

Employment and Training Act 1973:

http://www.legislation.gov.uk/ukpga/1973/50/contents

Freedom of Information Act 2000

http://www.legislation.gov.uk/ukpga/2000/36/contents

House of Commons Disqualification Act 1975

http://www.legislation.gov.uk/ukpga/1975/24/contents

Housing Act 1996:

http://www.legislation.gov.uk/ukpga/1996/52/contents

Parliamentary Commissioner Act 1967

http://www.legislation.gov.uk/ukpga/1967/13/contents 

Pneumoconiosis etc (Workers Compensation) Act 1979:

http://www.legislation.gov.uk/ukpga/1979/41/contents 

State Pension Credit Act 2002:

http://www.legislation.gov.uk/ukpga/2002/16/contents

Social Fund (Maternity and Funeral Expenses) Act 1987

http://www.legislation.gov.uk/ukpga/1987/7/contents/enacted

Superannuation Act 1972

http://www.legislation.gov.uk/ukpga/1972/11/contents

Relevant Secondary Legislation 

Housing Benefit Regulations 2006:

http://www.legislation.gov.uk/uksi/2006/213/contents/made

Housing Benefit (Persons who have attained the qualifying age for state pension credit) Regulations 2006:

http://www.legislation.gov.uk/uksi/2006/214/contents/made 

Pneumoconiosis Byssinosis and Miscellaneous Diseases Benefit Scheme 1983:

http://www.dwp.gov.uk/docs/a4-4501.pdf
Rent Officers (Housing Benefit Functions) Order 1997:

http://www.legislation.gov.uk/uksi/1997/1984/contents/made

Rent Officers (Housing Benefit Functions) (Scotland) Order 1997 and subsequent amendments:

http://www.legislation.gov.uk/uksi/1997/1995/contents/sld/made

State Pension Credit Regulations 2002:

http://www.legislation.gov.uk/uksi/2002/1792/contents/made

Workmen’s Compensation (Supplementation) Scheme 1982:

http://www.dwp.gov.uk/docs/a4-5001.pdf

Other Related Documents

Housing Benefit
Fairer charging policies for home care and other non-residential social services: Guidance for Councils with Social Services Responsibilities (Sept 2003): http://www.dh.gov.uk/en/Publicationsandstatistics/Publications/PublicationsPolicyAndGuidance/DH_4117930
Charging for Residential Accommodation (CRAG) (April 2010): http://www.dh.gov.uk/prod_consum_dh/groups/dh_digitalassets/@dh/@en/@ps/documents/digitalasset/dh_115533.pdf
Equality Impact Assessment Housing Benefit: Changes to the Local Housing Allowance arrangements and Housing Benefit size criteria for people with non-resident overnight carers (Nov 2010): http://www.dwp.gov.uk/docs/lha-eia-nov10.pdf
Social Fund

House of Commons Committee of Public Accounts: The Community Care Grant (December 2010)

http://www.publications.parliament.uk/pa/cm201011/cmselect/cmpubacc/573/573.pdf
NAO Social Fund Account 2009-2010 (December 2010)

http://www.nao.org.uk/publications/1011/social_fund_2009-2010.aspx 

Strength against shocks: Low income families and debt: Institute for Public Policy Research (February 2010)

http://www.ippr.org.uk/members/download.asp?f=%2Fecomm%2Ffiles%2Fstrength%5Fagainst%5Fshocks%2Epdf
Social Fund Reform Consultation paper (March 2010): Social Fund reform: debt, credit & low income households.

http://www.dwp.gov.uk/docs/social-fund-reform.pdf 

Social Fund Guide (Revised October 2010)

http://www.dwp.gov.uk/docs/social-fund-guide.pdf 

Social Fund Research Report (2010): The Social Fund: Customer experiences and perspectives: Qualitative research with Jobcentre Plus customers.
http://research.dwp.gov.uk/asd/asd5/rports2009-2010/rrep625.pdf 

Social Fund Annual Report (2009-2010)

http://www.dwp.gov.uk/docs/2010-annual-report-social-fund.pdf 

Personal Independence Payments
Relevant Secondary Legislation 

Social Security (Disability Living Allowance) Regulations 1991:

http://www.legislation.gov.uk/uksi/1991/2890/contents/made

Other Related Documents
Public consultation Disability Living Allowance reform (Dec 2010): http://www.dwp.gov.uk/docs/dla-reform-consultation.pdf
The Tabtool (for statistics): http://83.244.183.180/100pc/tabtool.html
Social Security: general

Age-Related Payments Act 2004:

http://www.legislation.gov.uk/ukpga/2004/10/contents

Education and Skills Act 2008:

http://www.legislation.gov.uk/ukpga/2008/25/contents

Social Security (Recovery of Benefits) Act 1997:

http://www.legislation.gov.uk/ukpga/1997/27/contents

Tax Credits Act 2002:

http://www.legislation.gov.uk/ukpga/2002/21/contents

Welfare Reform and Pensions Act 1999:

http://www.legislation.gov.uk/ukpga/1999/30/contents
Relevant Secondary Legislation 

Child Benefit and Guardian’s Allowance (Administration) Regulations 2003:

http://www.legislation.gov.uk/uksi/2003/492/contents/made

Child Benefit and Guardian’s Allowance (Decisions and Appeals) Regulations 2003:

http://www.legislation.gov.uk/uksi/2003/916/contents/made

Mesothelioma Lump Sum Payments (Claims and Reconsiderations) Regulations 2008: http://www.legislation.gov.uk/uksi/2008/1595/contents/made
Social Security Administration (Northern Ireland) Act 1992:

http://www.legislation.gov.uk/ukpga/1992/8/contents

Social Security Contributions and Benefits (Northern Ireland) Act 1992:

http://www.legislation.gov.uk/ukpga/1992/7/contents

Social Security (Loss of Benefit) Regulations 2001:

http://www.legislation.gov.uk/uksi/2001/4022/contents/made

Social Security (Loss of Benefit) Amendment Regulations 2010:

http://www.legislation.gov.uk/uksi/2010/1160/contents/made

Social Security (Payments on Account, Overpayments and Recovery) Regulations 1988:

http://www.legislation.gov.uk/uksi/1988/664/contents/made

Social Security (Use of Information for Housing and Welfare Services Purposes) Regulations 2008:

http://www.legislation.gov.uk/uksi/2008/2112/contents/made

Other Related Documents
Appeals
Decision Making and Appeals in the Benefits System (Jan 2010) House of Commons Work and Pensions Select Committee:

http://www.publications.parliament.uk/pa/cm200910/cmselect/cmworpen/313/313.pdf
Decision Making and Appeals in the Benefits System: Government Response (March 2010):

http://www.publications.parliament.uk/pa/cm200910/cmselect/cmworpen/523/523.pdf
Report by the President of Appeal Tribunals on the standards of decision-making by the Secretary of State 2007-2008:

http://www.appeals-service.gov.uk/Documents/SSCSA_PresRep07_08FINAL.pdf
Fraud

Tackling fraud and error in the benefits and tax credits system (Oct 2010): http://www.dwp.gov.uk/docs/tackling-fraud-and-error.pdf

Miscellaneous

Child Poverty Act 2010:

http://www.legislation.gov.uk/ukpga/2010/9/pdfs/ukpga_20100009_en.pdf

Child Support, Pensions and Social Security Act 2000:

http://www.legislation.gov.uk/ukpga/2000/19/contents

Child Support Act 1991:

http://www.legislation.gov.uk/ukpga/1991/48/contents/enacted

Child Maintenance and Other Payments Act 2008:

http://www.legislation.gov.uk/ukpga/2008/6/contents  

Social Security (Notification of Changes of Circumstances) Regulation 2010:

http://www.legislation.gov.uk/uksi/2010/444/contents/made 

Other Related Documents
Child Maintenance

Child Maintenance Consultation Paper (January 2011): Strengthening families, promoting parental responsibility: the future of child maintenance: http://www.dwp.gov.uk/docs/strengthening-families.pdf
Employment and Training
Analysis of responses to the Adult Entertainment Industry Consultation (August 2010): http://www.dwp.gov.uk/docs/adult-entertainment-responses-analysis.pdf
Accepting and advertising employer vacancies from within the adult entertainment industry by Jobcentre Plus: Coalition Government Response to the Consultation (August 2010): http://www.dwp.gov.uk/docs/adult-entertainment-gov-response.pdf
Accepting and advertising employer vacancies from within the adult entertainment industry by Jobcentre Plus: Equality Impact Assessment (August 2010): http://www.dwp.gov.uk/docs/adult-entertainment-jobs-eia-aug-2010.pdf

Tell Us Once
Service transformation: A better service for citizens and businesses, a better deal for the taxpayer (Dec 2006): 

http://www.official-documents.gov.uk/document/other/011840489X/011840489X.pdf
Social Mobility and Child Poverty Commission
Child Poverty Strategy 2011: A New Approach to Child Poverty: Tackling the Causes of Disadvantage and Transforming Families’ Lives: https://www.education.gov.uk/publications/standard/publicationDetail/Page1/CM%208061

Social Mobility Strategy 2011: Opening Doors, Breaking Barriers: A Strategy for Social Mobility: http://download.cabinetoffice.gov.uk/social-mobility/opening-doors-breaking-barriers.pdf
Child Poverty Act 2010 Consultation: Ending Child Poverty: Making it Happen  (2009): http://www.education.gov.uk/consultations/downloadableDocs/8061-CPU-Ending%20Child%20Poverty.pdf
ANNEX A: POLICY BRIEFING DOCUMENTS
Universal Credit Policy Briefing Note 1

Additions for longer durations on Universal Credit

1. Core objectives

a) Universal Credit should support all people to participate fully in society, including remaining in or returning to work. Therefore, Universal Credit will provide more generous support for disabled adults and disabled children than it does for people in similar circumstances who are not disabled.

b) We intend that people who are assessed as having limited capability for work, or limited capability for work-related activity as well, should be provided with more support than other people to reflect the extra costs of having longer durations on benefit. 

2. Considerations / limiting factors

a) The Government intends to reform the current system of multiple, overlapping disability premiums and Tax Credits and instead create a much simpler system. 

b) The Government does not believe it would be right for resources released from this reform to return to the Exchequer. The last Government, constrained by complexity of the existing arrangements, could only set a very small difference between the two Employment and Support Allowance (ESA) components – some £5. The Government believes that this difference is far too small and means that people who need the most support would get a raw deal from these reforms if that was maintained. 

c) So as part of these changes, as resources become available the Government intends to raise the weekly rate of the support component equivalent from £31.40 today in stages to £74.50. This will help to focus resources more effectively on severely disabled people.

d) As Universal Credit will remove Tax Credits, including the disability elements, support should be available to people both in and out of work to reinforce incentives to work.

3. Key policy proposals

a) A Single Assessment: We want to build on the framework of the WCA to develop a supplement to the assessment that will accurately identify individuals with enduring health conditions that limit their long term ability to fully provide for themselves through work;
b) Higher Earnings Disregard and Single Taper: creating a work incentive, which allows people to earn between £2,080 a year (i.e. the disregard floor) and £7,000 a year before the standard Universal Credit taper applies – thus keeping 100% of their earnings up to that level before Universal Credit starts to be withdrawn at 65%;

c) Two Additions: consisting of a higher addition (support component equivalent), ultimately worth £74.50 per week (up from £31.40); and lower addition (work-related activity component equivalent), worth £25.95 per week (as now). Payment is based on the single assessment;

d) Equalised additions for adults and children including increased support for the most severely disabled children: The cash additions for families with disabled children and the cash additions for adults will be aligned, with the lower rate as around £25.95 and the upper rate at £74.50 per week. The higher amount is over £52 a year more than the current rate. The Government will also extend eligibility for the higher rate to children who are severely visually impaired (currently only entitled to the disabled child element). Eligibility for the disabled child additions will, as now, be linked to the rate of Disability Living Allowance they receive; 
e) Within Universal Credit individuals will only qualify for either a disability or a carer addition, not both. The Government is removing current overlapping provision that allows people to simultaneously claim an addition by virtue of a medical condition and a carer premium for themselves to reflect the fact that the additions are paid in respect of not being able to work through either a medical condition or by virtue of caring responsibilities. However, as now, couples could get a disability addition for one member and the carer addition for the other partner. 

f) Whilst many people may benefit from Universal Credit, transitional protection will apply to current claimants (for example where people receive the Severe Disability Premium), so that no claimant at the point of transition will be made worse off as a direct result of the introduction of Universal Credit. 

4. Policy rationale 

a) There are 7 different components within the current system of benefits and tax credits associated with disability. These are paid at different rates, have different qualifying conditions and different purposes. 

b) The premiums were not intended to contribute towards the extra costs experienced by disabled people – this is the role of Disability Living Allowance (DLA). The main Disability Premium was created as a simplification in 1988 to replace the previous complexity within Supplementary Benefit. Its underlying rationale was to reflect that claimants who have longer durations on benefit face higher costs. The Severe Disability Premium was introduced as a higher and additional premium for people living on their own (or treated as such) with high care needs not met by someone receiving Carers Allowance. There have been problems with its administration over the years, together with questions as to its rationale and whether it is targeted appropriately. It also overlaps in complex ways with social care. Later, the Enhanced Disability Premium was introduced to target more support on people experiencing more barriers to the labour market (using receipt of the DLA higher rate care component as a proxy). The Working Tax Credits disability elements and the predecessor benefits stemmed from concerned about work incentives. 

c) When Employment and Support Allowance (ESA) was introduced in 2008, the Enhanced Disability Premium continued (as is the Severe Disability Premium) and is payable automatically to top up the Support component in income-related ESA. The Severe Disability Premium is also paid in ESA. However, the creation of the work-related activity and support components lead to the abolition of the basic disability premium in ESA. 

d) Within Universal Credit we do not intend to replicate every aspect of this provision in the current system, which is difficult to deliver, can be prone to error and confusing for disabled people. Instead, we intend to reform the disability premiums as part of our simplification. The best way to provide additional support to severely disabled people, through Universal Credit, is to provide all those in the support group with an addition that is substantially higher than the current support component in ESA. 

e) Additional payments for disabled children also began with the 1988 reforms. These additions were not intended to reflect the extra costs experienced by families with disabled children, met through DLA, but the costs that were met under the system of supplementary benefits, such as costs of extra heating or baths. These entitlements were wrapped up into a simplified Disabled Child Premium paid at the same rate as the adult Disability Premium 

f) When the Enhanced Disability Premium was introduced in 2001 a mirroring provision was made for children. When Child Tax Credits were created in 2003 the disabled child premium and enhanced rates were converted into the disabled child element and severely disabled child element. More generous uprating over the period 2003 - 10 has seen the child payments increase at a faster pace than the adult payments, leading to a lack of alignment in rates. The Government aims to align child and adult payments through these reforms.  

5. How it will work in practice

a) The new additions will be simpler and fairer than the current system; they will not require the claimant to apply for multiple benefits or Tax Credits and will give over twice the cash addition for the Support Group than is currently payable under ESA. The simpler, rationalised system should also help to smooth the transition into adulthood for severely disabled young people who need to rely on Universal Credit for ongoing support.
b) Having both an addition and a disregard will make work pay and encourage more people to make the move into some work, with a clearer understanding of the impact work will have on their benefit entitlement. 
c) For example, a single, non-householder receiving the work-related component would need to earn around £10,200 per year before their Universal Credit is eroded; a single householder would need to earn £4,300 before this started to happen.
d) Transitional protection will protect the existing entitlements of people already receiving the various premiums in the current system. 

6. Further work we will do

a) Increases in the higher addition (support rate equivalent) will be phased in from 2013 as savings from the simplifications are realised. Details will be released at the time of the annual up-rating statements.

b) The Department will undertake further work as part of the Universal Credit implementation to develop a supplement to the Work Capability Assessment to ensure it can accurately identify individuals with enduring health conditions that limit their long term ability to fully provide for themselves through work. Once developed, the Department will ensure this supplement can be reviewed as part of the ongoing annual independent reviews of the WCA, currently being undertaken by Professor Harrington. 
Universal Credit Policy Briefing Note 2

The payment proposal 

1. Core objectives

a) A key aspect of the Universal Credit is that it should mimic work and receipt of a salary. In order to help households understand what money they receive and how choices over work affect it, the Universal Credit will be simpler and will work on a single system of disregards and one taper. Decisions over payment of the benefit should support these overarching objectives, but, in addition, the Government wishes to place responsibility for household budgeting with the household. It is not Government’s role to dictate how a household spends their money.

2. Considerations / limiting factors

a) There will be some households which need more help to budget and for whom exceptional rules may need to be followed, and we are carefully considering arrangements for them.

b) Transitions to a system of single payment per household will be a large change for some claimants. For example, a considerable number of Housing Benefit recipients in the current system have their benefit paid directly to their landlord or their benefit takes the form of a rent rebate. A greater reliance on payments made directly to the claimant household will be a significant change from the current system, and one that will need careful handling so that there is no deterioration of the finances of Housing Associations. 

c) In addition, the current system of benefits and tax credits allows payments of money for different needs to both members of a couple. The move to one payment will also be a significant change for them.

3. Key policy proposals

a) Under Universal Credit, couples living in the same household will make a joint claim for the benefit payment. We will assume that ordinarily the benefit will be given in a single payment to a household. It will be for the family to decide who receives the benefit and for them to decide how to budget that money on rent and the needs of the household: directing payments to a joint bank account might allow both partners to have access to the money. 

b) The state should only intervene in the financial affairs of families in exceptional circumstances. For example, we may need to offer alternative arrangements for very ill people who may have appointed an attorney to manage their affairs, or cases where there is proven abuse of the money, and redirection of the payment is urgently required in order to safeguard the rest of the family. The latter cases might include where the claimant is being sanctioned, where there is persistent fraud, or for those with children at serious risk of losing their homes.

4. Fit with Universal Credit

a) A system of single payments fits well with the overarching Universal Credit narrative of simplicity and preserving work incentives, although we know that we will need to provide some payments to third parties.

5. Policy Rationale

a) Maintaining single payments is important so that households can see clearly the affect of their decisions about work on total household income, and so that claimants can take responsibility for budgeting. We want, as far as possible, for Universal Credit payments to mimic those of salary for paid employment, as part of the move to work we want to see.  Evidence from the 2009 change of moving to paying all working age benefits fortnightly in arrears, is that the transition is relatively smooth with a low take up of transitional loans and very few difficulties experience by the public.

b) Making decisions over household finances and budgeting in the most appropriate way to meet family needs is best done by the family itself. It has been suggested that Government interference in household budgeting arguably undermines individual responsibility.
 There is also evidence to suggest that only 7% of cohabiting couples and only 2% of married couples keep their finances completely separate.

c) There may, however, be exceptional cases that require alternative arrangements: the Government intends to retain power to arrange payments to couples to offer safeguards. We are considering the circumstances for and details of these alternative arrangements, and work is ongoing.
6. Further work we will do

a) We are continuing to work on how we will provide for exceptional cases, what the criteria will be for triggering further state intervention, how this fits with wider government support offered to struggling families, and how to do this within the Universal Credit system. A key consideration will be the balance between offering safeguards to claimants and intrusion into their affairs. 

Universal Credit Policy Briefing Note 3

Treatment of Capital

1. Policy Rationale

a) It is essential that the support offered by Universal Credit is focused on those with insufficient resources to meet their needs.

b) People with substantial savings or other capital clearly have sufficient to meet their needs – it is right that they should draw on these resources before looking to the taxpayer for support, particularly as many taxpayers themselves have savings well below these limits; While nearly one in three pensioner households have savings in excess of £16,000, only 13% of households with a working age adult in them have this much savings. A typical working age household has only £300 in savings.

c) A £16,000 cut-off with assumed tariff income from savings above £6,000 strikes the right balance between protecting people with modest savings and placing responsibility for their own support on those with substantial capital. We believe that £16,000 is an appropriate level, particularly since fewer than one in five families have higher savings
.

2. History

a) Capital rules have formed part of the means test for benefits in Great Britain for many years: 

· earlier means tested benefits including National Assistance required applicants to exhaust all or most of their savings (and to sell personal possessions regarded as unnecessary) before receiving support;

· capital rules in Income Support have increased gradually: the last increase was in April 2006, when the upper limit increased from £8,000 to £16,000 and the lower limit, from £3,000 to £6,000.

3. Policy Considerations

a) Savings intended for mortgage deposits – We have been asked whether provision can be made for people saving for a home but there are no ring-fenced deposit accounts for savings intended for a mortgage and there is no satisfactory way of confirming future intentions, which would make it impossible to frame an exemption to capital rules on this basis. The prospects for Universal Credit claimants seeking a mortgage will also be influenced by wider circumstances such as their expected income and the amount they want to borrow. For most Universal Credit claimants, following changes in lending policies subsequent to the problems caused by sub-prime practices, their income levels would not support a mortgage application.

b) Capital rules are often criticised as penalising people who save.  However, any changes in this area carry significant costs – for example, the difference in Universal Credit between setting the cut-off at £16,000 and at £25,000 would be around £105 million per annum. Additionally, removing the capital rules from the whole of Universal Credit will create substantial costs of around £500 million per year in 2010/11 prices. This would mean diverting resources which could otherwise be used to improve work incentives.

c) Tax Credits – Tax Credits will be abolished when Universal Credit is introduced. While there are currently many people on Tax Credits with substantial savings, this reflects the fact that these credits are currently available to people high up the income scale
: planned changes, beginning in April 2011, to make Tax Credits fairer and more affordable will reduce these numbers substantially.

d) There are no capital cut-offs or tariff income rules in Tax Credits, although taxable income from savings and other assets is taken into account subject to a disregard of £300 a year. This is therefore an area where the Tax Credits system is more generous than benefits and in some cases (such as where a person has substantial savings in an ISA or other tax-free product) much more generous. The impact of the alignment of capital rules is part of the reason we will provide transitional protection for existing claimants.

4. Our Proposals

a) We will set a capital cut-off in Universal Credit at £16,000 (both for single claimants and couples making a joint claim). Capital in excess of £6,000 will be treated as yielding an income (known as “tariff income”) of £1 per week for each complete £250 over this £6,000 floor. Capital under £6,000 will be disregarded. These rules will apply to all elements of Universal Credit.

b) For the purpose of this rule, “capital” will include savings, stocks and shares, property and trusts. It will not include: the property occupied by the claimant as his or her main home; personal injury payments placed in trust funds; certain other compensation payments; personal pension schemes and retirement annuity contracts; or business assets. We will also disregard 50% of pension contribution in assessing net earnings.

c) The powers in the Bill permit us to make regulations to treat unearned income in the same way as earnings. These powers may be used, for example, in the case of Statutory Sick Pay.

d) The rules exempt the proceeds of a sale of a former home and some other assets clearly identified and earmarked for the purchase of (or repairs to) a home, but usually for a maximum of 26 weeks.  

e) People with capital of £16,000 or more who are entitled to Tax Credits before migrating to Universal Credit will receive transition protection to protect their cash income. No transitional protection is needed for out-of-work benefits or Housing Benefit as the rules are not changing. 

5. Who would be affected in practice?

a) Once Universal Credit is in steady state, we estimate that between 100,000 and 200,000 households in Great Britain would be eligible for Universal Credit if their savings fell below £16,000.

b) There will be 200,000 to 300,000 households with savings of between £6,000 and £16,000. These households may or may not be entitled to less Universal Credit than the sum of the relevant benefits in the current system – this is therefore not an estimate of the losers from capital rules in Universal Credit.

c) For current Tax Credit recipients, our estimates take account of the changes to Tax Credit caseloads ahead of the introduction of Universal Credit. We believe that in 2014/15 the Tax Credits population will include up to 100,000 households with capital over £16,000 and around 100,000 with capital between £6,000 and £16,000.

d) As stated above, transitional protection will ensure that none of these Tax Credit claimants will lose in cash terms at the point of transfer because of the introduction of Universal Credit where their circumstances have not changed. 

Universal Credit Policy Briefing Note 4

Contributory Benefits 

1.Policy rationale

a) As stated in the White Paper
, contributory benefits will continue separately when Universal Credit is introduced. Claimants recognise and strongly support the contributory principle and the Government believes it is right that people are able to access support after paying into the system. 

b) Although contributory benefits will continue to be available separately, the Government believes that a number of rules could be simplified to mirror those of Universal Credit and to make sure that work always pays.

2. History 

a) The main contributory benefits for people of working age are Jobseeker’s Allowance and Employment and Support Allowance. These benefits are available to people of working age, who have paid the required National Insurance contributions, when they are unable to work because of contingencies such as unemployment and illness.  

b) Over the past 20 years a number of changes have been made to contributory benefits to re-enforce the principle that these benefits are only intended to provide cover for temporary interruptions of work. They have also been modernised to reflect changes in society and the labour market and reduce the incentive to claim incapacity benefits.

3. Policy Considerations / limiting factors 

a) Under Universal Credit claims are made under a household basis, whereas contributory benefits are claimed on an individual basis. Universal Credit is also means tested, while contributory benefits typically only take into account a limited range of income and disregard capital.

b) Existing contributory benefits have different hours and earnings rules, which in some cases do not provide strong financial incentives for claimants to return to work. People on contributory Jobseeker’s Allowance are only allowed to earn £5.00 a week before their benefit is reduced, whereas people on contributory Employment and Support Allowance can earn up to £20.00 or £95.00 a week (depending on their circumstances). 

4. Key policy proposals 

a) As part of the process of simplifying the benefit system prior to the introduction of Universal Credit, we are reassessing existing contributory Incapacity Benefit and Severe Disablement Allowance customers below pension age for eligibility for contributory Employment and Support Allowance.  This process, involving some 1.5 million customers, will take three years and is expected to be completed in spring 2014.  On completion we will have reduced the number of benefits payable to people who claim benefit as a result of a health condition or disability.  We will also have taken a major step to ensuring that disabled people get the same level of financial support and support to return to work.

b) People on contributory Employment and Support Allowance can earn up to £95.00 a week without their benefit being affected, whilst people on contributory Jobseeker’s Allowance are only permitted to earn £5.00 a week.  These rules can act as a disincentive to work and as we said in the White Paper we want to take the opportunity to align the earnings rules with the introduction of Universal Credit.  We have therefore taken powers in the Welfare Reform Bill to enable us to introduce similar earnings rules for these benefits as in the Universal Credit, where we are proposing a taper of 65% and a new system of disregards.  This will ensure that customers benefit from the tapered rate available in the Universal Credit and enable them to increase the number of hours they work without having their benefit suddenly withdrawn.  

c) We also intend to deliver new claims for Employment and Support Allowance and Jobseeker’s Allowance on the same system as Universal Credit so that where customers are entitled to a contributory benefit or a contributory benefit as well as the Universal Credit their administration can be streamlined and customers will receive an improved experience.

d) Contributory benefits will continue to be payable where customers do not qualify for Universal Credit as long as they satisfy the conditions of entitlement for those benefits. 

5. Further work we will do

a) Once the reassessment of existing incapacity benefit awards is completed, arrangements will be made to migrate people claiming ESA on to the same system as Universal Credit. This will enable customers to benefit from a simplified level of support.  We will set out more details in due course of our approach for claimants of contributory benefits.

b) We intend to publish a revised Impact Assessment and Equality Impact Assessment when the Bill goes into the Lords stage, to incorporate the impact of the recent policy announcements.

Universal Credit Policy Briefing Note 5

Second Earners 

1. Core Objectives 

a) The Universal Credit has been designed to simplify the benefit system. A key aspect of the Universal Credit is that it should mimic work and receipt of a salary. In order to help households understand what money they receive and how choices over work affect it, the Universal Credit will be simpler and will work on a single system of disregards and one taper. 

b) Universal Credit is therefore designed to help improve work incentives for a household, particularly for the first earner to help break cycles of worklessness. It supports work incentives directly by ensuring that individuals can keep more of their income from work but also by simplifying the system and providing more certainty about what people will receive in work – a benefit which all will see.

2. Impact of Universal Credit on second earner incentives

a) Given constraints on the affordability of the system, incentives for first earners have been given priority over second earners, for example by investing in higher disregards for many working households, rather than creating a specific earnings disregard for second earners. The aim of Universal Credit is to ensure that as many households as possible have at least someone in work and that work will pay for that household.

b) The majority of existing or potential second earners do not see their work incentives affected by the Universal Credit because their household is already earning too much to be eligible for income related support under UC. For example, only 25% of existing second earners would see their incentive to remain in work affected by the reform and only 6% would see a change their incentive to work a little more.  Potential second earners are more likely to be affected but even so, almost 54% of them would see no change in their incentive to enter work.

c) Where second earners are eligible for income related support the impact of the reform on work incentives could be positive or negative, depending on their current benefit combination. Table 1 below shows the marginal deduction rates (MDRs) for a second earner in the current system and under Universal Credit depending on their combination of benefits and whether or not they earn enough to pay tax and national insurance. 

Table 1: Illustrative MDR for first and second earners

	
	Example combinations of benefits and tax credits received today
	MDR in current system
	MDR in Universal Credit – no earnings disregard
	MDR in Universal Credit – some earnings disregard remaining

	Below Tax/NI Threshold
	Tax Credits, HB and

 CTB
	91%
	65%
	0%

	
	Tax Credits and HB
	79%
	65%
	0%

	
	Tax Credits only
	41%
	65%
	0%

	Above Tax/NI Threshold
	Tax Credits, HB and 

CTB
	96%
	76%
	32%**

	
	Tax Credits and HB
	91%
	76%
	32%**

	
	Tax Credits only
	73%
	76%
	32%


*Note MDRs have been rounded to the nearest percentage point

**Likely to be very few households in this position

Participation Tax Rates – Incentives to Work at all

a) The Participation Tax Rate (PTR) measures the incentive for someone to enter work. At a given level of gross earnings it tells you the proportion of those earnings that are withdrawn in tax/national insurance contributions and reduced benefit payments. Therefore, the lower the PTR the higher the incentive to work and vice versa.  Take for example an individual who earns £75 before tax and would receive £100 in total in work (adding in any in work benefits and taking off any tax/NI). The same individual would receive £50 in benefit if they weren’t working.  In this example, the individual has earned an extra £75 but only kept £50 – they have lost £25 in tax and benefit withdrawal so their PTR is £25/£75 - 33%. 

Potential second earners

b) Analysis of those non-working individuals in households where the partner is already in work (potential second earners), suggests that some 300,000 would  see a lower PTR with the introduction of Universal Credit should they consider work at 10 hours at the national minimum wage. Around 900,000 potential second earners would face an increased PTR (those affected see their mean PTR increase from 35% to 65%), and over 1.3 million would be unaffected by the reform.

c) It is important to note that for 83% of the potential second earners where the PTR has increased the household is receiving more support under Universal Credit than in the current system. In the majority of cases the work incentives for the primary earner have also been strengthened. 

Existing second earners

d) We can also consider the PTR for second earners currently in work.  Analysis shows that over 5 million existing second earners see no difference in their PTR as they would not be entitled to any support under either system even if they moved out of work.

e) There are just under 1.5 million existing second earners who will see their PTR increase under Universal Credit and here the increase in PTR may reduce the incentive for some existing second earners to work. However the mean PTR for this group rises from 30% to 45% - this is much lower than for many first earners and shows that there will still be considerable gains from work for most second earners..

Marginal Deduction Rates (MDRs) – Incentives to Work A Little More
a) The marginal deduction rate (MDR) calculates how much of a small increase in earnings is lost through benefit withdrawal and taxation and provides an indication of the incentive to increase earnings once an individual is in work.

b) Amongst existing second earners the vast majority, over 6 million, will be unaffected because their household earns too much to qualify for income related support in either the current system or under Universal Credit. 

c) For existing second earners who do receive income related support, approximately 100,000 will see their MDR decrease, primarily those who will no longer be entitled to any support under Universal Credit, and approximately 300,000 will see their MDR increase, primarily those who were previously eligible for tax credits only and those who become newly entitled to means tested support under Universal Credit.

5. Further Work

a) We are aware that childcare costs are a substantial consideration for parents considering employment. Childcare costs have been excluded from this initial analysis but as we develop the detail of the childcare element in Universal Credit work incentives for second earners will be considered further. 

b) We intend to publish a revised Impact Assessment and Equality Impact Assessment when the Bill goes into the Lords stage, to incorporate the impact of the recent policy announcements.. 
Universal Credit Policy Briefing Note 6

Transitional Protection

1. Core objectives

a) A package of transitional protection is being developed in order to ensure that there will be no cash losers as a direct result of the move to the Universal Credit where circumstances remain the same.
b) The principle of offering transitional protection which avoids cash loss at the point of change and which is then eroded over time is an established one. It is similar to the approach adopted when Income Support was introduced in 1988 and in the current move from Incapacity Benefit/Income Support to Employment and Support Allowance.
2. Considerations

a) The process of migrating claimants to Universal Credit will have an impact on transitional protection. Some claimants will move to the Universal Credit system naturally as circumstances in a current claim change. Other people will be moved over in a process managed by DWP. Transitional protection will only be applied in the latter circumstances and where the UC would otherwise be lower than total current award of benefit and tax credit.

3. Key policy proposals

a) For many claimants, the Universal Credit will provide a level of support that is the same as, or higher than the current system. 2.7m households stand to receive a higher amount under Universal Credit than they do now. There will be no cash losers directly as a result of the migration to Universal Credit where circumstances remain the same. 

b) The Government will provide cash protection to claimants whose Universal Credit award would be less than under the old system, in the form of an extra amount to make up the difference between the old and the new. The maximum amount will be fixed at the point of change, and will continue to be paid until the value of the award under the new system overtakes the levels of the pre-Universal Credit entitlement: paragraph 4 outlines what happens to the cash protection as the amount of a Universal Credit award changes. 

c) The cash protection amount will not be up-rated over time along with the rest of the entitlement, and the protection will cease if the award of Universal Credit ends or has to be reassessed for a significant change of circumstances. Any cash protection will not be applied to future claims
4. In practice, what does this mean for the level of protection?

a) Protection is only provided where claimants have been ‘managed moved’. What happens to their level of protection will depend on changes to their level of Universal Credit award as outlined below. In both these scenarios it is assumed that there have been no significant changes in circumstance associated with the change in award which would have triggered an end to cash protection.

b) Subsequent increases in Universal Credit award: for example, if a claimant qualifies for £20 cash protection and subsequently sees a rise in their Universal Credit award, perhaps through a small fall in income, the total award will not increase until the £20 cash protection is used up. This approach ensures that people move eventually to their new rate but without seeing any cash reductions in the amount.

c) Subsequent decreases in Universal Credit award: if a claimant sees a fall in their Universal Credit award, maybe through an increase in their earnings, the amount of cash protection given at the point of transition will be unaffected, ensuring that work incentives are also protected.  

5. Further work

a) We are working to define what exactly the significant changes of circumstance that end transitional protection will be. At the moment, we expect this might include situations such as starting or leaving work, or going over the capital limit. Of course, transitional protection will cease if entitlement to Universal Credit ends.

b) We are also working hard to plan the migration to Universal Credit so that claimants experience as smooth a transition as possible while also ensuring costs remain within the Universal Credit spending envelope.

c) We intend to publish a revised Impact Assessment and Equality Impact Assessment when the Bill goes into the Lords stage, to incorporate the impact of the recent policy announcements.

Social Fund Policy Briefing Note

Overview of the Social Fund 
 

1.      The Social Fund consists of seven one-off payments. Four are regulated:

· Cold Weather Payments

· Funeral Payments

· Sure Start Maternity Grants 

· Winter Fuel payments

 

2.      The three remaining elements comprise the discretionary Social Fund:

 

· Budgeting Loans – interest free loans to support budgeting

· Community Care Grants – non repayable grants

· Crisis Loans – interest free loans for people in crisis

 

3. Broadly there are two main types of crisis loan – alignment payments and loans for general living expenses. Alignment payments are to cover living expenses up to the first payment of benefit or wages. General living expenses are paid usually in an emergency such as lost or stolen money or spend benefit. In all cases the applicant must demonstrate a serious risk to their or their family’s health or safety and no other means of support is available to them.

4. It is the discretionary Social Fund that will be reformed, and a table of these reforms is included at the end of this note. 

5. Clauses 69 to 72 and clause 98 of the Welfare Reform Bill refer to the reform of the Social Fund, and changes to Payments on Account, which is related to the Social Fund. Of these clauses, 69, 70 and 98 deal with policy changes. These changes and the rationale behind them are outlined below:

Clause 69 of the Welfare Reform Bill – Ending of discretionary payments

4.      The Welfare Reform Bill abolishes the discretionary Social Fund, introduces payments on account to replace Crisis Loan alignment payments and eventually Budgeting Loans, and paves the way for delivery of new local services to replace Community Care Grants and Crisis Loans for general living expenses. 

 

5.      New support to replace Community Care Grants and general living expenses Crisis Loans will be administered by local authorities in England and devolved to Scotland and Wales. The new locally-based support will be entirely the responsibility of local authorities in England and the Scottish and Welsh governments. Allowing local authorities to decide how to offer this support is in line with the Government’s wider localisation agenda, and will also ensure that support will be focused on local issues. 

6.      The intention is that Crisis Loans and Community Care Grants will end in April 2013. Current annual funding of £178million for the discretionary fund will be allocated to the devolved administrations and local authorities in England. In England this will be on a non-ring fenced basis and there will be no new duties on local authorities or the devolved administrations to provide the new assistance. This is not a cost-cutting measure and new burdens on local authorities will be funded. This is done so that local authorities and the Scottish and Welsh governments will have the freedom to decide what is best for their areas, without unnecessary restraints put on them. They will be able to work alongside existing services as they see fit. 
7.      Budgeting Loans will continue to be available to existing income-related benefit recipients to the point at which they transfer to Universal Credit.  Budgeting Loans will be abolished when Universal Credit is fully rolled out, and the income-related benefits that qualify a customer for a Budgeting Loan have been replaced by Universal Credit. Universal Credit will not be made a qualifying benefit for Budgeting Loans. Instead, budgeting loans will be replaced with a national provision of payments on account, which is outlined in clause 98 of the Welfare Reform Bill

Clause 98 of the Welfare Reform Bill – Payments on account

8. Payments on account will replace interim payments, Crisis Loans for alignment and Budgeting Loans. They will provide advances of benefit, extending payments on account from their current use which is to cover times when a claim cannot be made, determined or paid immediately. Payments on account will cover not only this situation, but also situations where a claimant is in need before their first payment of benefit or wages. It will also enable a payment on account to be made when the claimant’s personal circumstances have changed and they need an advance of benefit to keep them going in the middle of a claim, before the next benefit payday. This type of payment on account can be used to advance any benefit, including Universal Credit, once it is rolled out.

9. This replacement provision will be a single system, which will remove confusion over whether a Crisis Loan or interim payment is most appropriate. It will be a streamlined system, simpler to administer, and simpler for customers to use. This simplicity will reduce administration costs.

10. Another type of payments on account will be the replacement for Budgeting Loans. This will be an advance within Universal Credit only (Budgeting Loans will remain for the existing income related benefits), and will provide a lending facility for those who are least likely to be able to access mainstream credit. People who have no access to mainstream credit can be driven to use very high-cost or illegal lenders, and payments on account will help to protect vulnerable people by providing an alternative.

11. This type of payment on account will be primarily an online system, with provisions made for those who do not have access to the internet. Universal Credit provides the ideal opportunity to modernise and improve on the current budgeting loans system by replacing it with a scheme that can be administered through the Universal Credit IT system, making it clearer and easier for customers.

Clause 70 of the Welfare Reform Bill – Purposes of discretionary payments
12. Whilst Budgeting Loans continue, the purposes they can be used for will be changed by the Welfare Reform Bill, to allow them to cover a wider scope of needs. Budgeting Loans will be available to help people to deal with funeral expenses. This will provide people with an additional source of financial help at a difficult time.

13. It will also be possible to apply for a Budgeting Loan to cover maternity expenses. Sure Start Maternity Grants are only available for the first child. This reflects the fact that the birth of the first child can often be the most expensive time for families. Extending the scope of the Budgeting Loans scheme to cover maternity expenses will provide families with an alternative source of support for their second or subsequent child.
 
PIP: policy briefing notes - Introduction

Listening and designing 

1. The Government has published its policy intentions for the introduction of a new benefit for disabled people, Personal Independence Payment, through the Consultation paper Disability Living Allowance reform in December 2010 and the Welfare Reform Bill, introduced in February 2011. We plan to introduce Personal Independence Payment for working-age disabled people from 2013/14.

2. The Government’s response to the consultation on Disability Living Allowance reform published in April 2011 set out our intentions on important aspects of the design and administration of the new benefit, and responses to the contributions we received to the consultation. 

3. In the consultation response we also explained that some elements of the detailed design, assessment and administration of Personal Independence Payment were still under consideration and that the Government is committed to continuing to involve disabled people and their organisations as we develop our proposals.

The case for reform – introducing a more personalised benefit 

4. The Coalition Government is committed to supporting disabled people to lead independent lives and exercise choice and control. While DLA helps to deliver on this commitment there has been a growing consensus that this benefit is no longer in step with the needs of disabled people, that it is not personalised and that it is not sustainable.   

5. We want to bring disability benefits into the 21st Century to improve the support for disabled people, to make the benefit more responsive to their needs and enable them to lead full, active and independent lives. It is not acceptable that so many disabled people – around 130,000 people since DLA was introduced in 1992
 – have never had their claims looked at since getting the benefit. This means that some people whose needs may have changed might not be getting the support they need – while others could be receiving an overpayment, in some cases for a significant period of time. Our reforms are designed to deliver a more sustainable benefit and ensure support continues to be focused on those who face the greatest challenges to taking part in everyday life.

6. DLA has not been fundamentally looked at and reformed since its introduction 19 years ago, and in its current form lacks some of the basic checks and reviews that are integral to most other state benefits. We have to ensure that this critical support reflects the needs of disabled people today and in the future, rather than those of the 1990s, and the reforms we propose are designed to restore the integrity of the benefit. 

7. The Government recognises the important role that cash benefits play in supporting disabled people to overcome the inequalities they face and remain independent. Personal Independence Payment will continue to provide valuable cash help to support disabled people who face the greatest challenges to leading full and active independent lives. It will remain a non-means tested, non-taxable cash benefit payable to people in and out of work. But it will be delivered in a fairer, more consistent and sustainable manner.

8. One of the main elements of the benefit will be an objective assessment of individual need, which we are developing in collaboration with a group of independent specialists in health, social care and disability, including disabled people. The new assessment will make greater use of evidence, enabling us to more accurately and consistently assess individuals to determine who will benefit most from additional support. 

9. The Government has confirmed that the mobility component will not be removed from care home residents in 2012, and instead we are reviewing the mobility component as part of our wider reforms of DLA.

10. We need a system that restores confidence both for those who need the support and for the taxpayer. Our approach, which is to fundamentally re-design DLA by working with disabled people and their representatives to create a new system, will deliver on that commitment. The provisions in the Welfare Reform Bill provide the framework for support which will provide the flexibility to make Personal Independence Payment a more dynamic and personalised benefit.

11. Our hope is that these briefing notes will help Parliament and other interested parties with their understanding and consideration of Personal Independence Payment.
European Aspects

12. Personal Independence Payment will be a residence based benefit wholly funded by the taxpayer. It does not depend on national insurance contributions. Our intention is that Personal Independence Payment will only be available to people who are resident in Great Britain. 

13. In the case of people leaving Great Britain to settle in another European Economic Area (EEA) state or Switzerland we will discuss the status of Personal Independence Payment within the EU social security coordination system with other Member States and the European Commission, and take action to have that decision properly reflected in the European legislation.  
Impacts and costs 

14. In developing the design of Personal Independence Payment we have been mindful of the fiscal position now, and the need for a sustainable benefit going forward. We need to ensure that disability benefit reform complements Government spending plans and does not produce undue pressures in other areas. The announced reduction in projected working-age spend by 2015/16 will simply bring working-age expenditure back to 2009/10 levels. It is important to bear in mind that in just eight years, the number of people claiming Disability Living Allowance has risen from 2.5 million to 3.2 million – an increase of around 30 per cent.  

15. Where we have made policy decisions, in finalising the design, we will give details of these changes in the updated versions of the Impact Assessment, where it is possible to isolate them from the overall changes. 
PIP: policy briefing notes - Delivery – the operational approach

Objectives 
1. We want to ensure that Personal Independence Payment will be simple for the claimant to claim and efficient for the Department to administer.  We will work with disabled people, their organisations and carers to ensure that the claiming process will be clear and easy to understand and navigate.

2. The new assessment to determine entitlement to the benefit will be fairer, more transparent and objective. It will provide individuals with the opportunity to explain their individual circumstances and for independent assessors to clarify points with them.  We envisage that this will reduce the amount of information we need to gather through the claim form, therefore making the form less burdensome for the claimant.  

3. Claimants will know how their award has been determined, how much is payable and for how long it will be paid.  This improved understanding should also support our ambition to reduce the number of cases going to appeal.   
Considerations 

4. Disability Living Allowance (DLA) was built on benefits that were introduced in the 1970s and has not been fundamentally reformed since it was introduced in 1992. Responses to the DLA Reform consultation showed that many individuals and disability organisations thought that the benefit needed to be updated, and made easier for disabled people to understand and for the Department for Work and Pensions (DWP) to administer.

5. DLA is difficult for individuals to apply for and the claiming process is paper-based.  It is also difficult for staff to administer and has no systematic process for checking the ongoing accuracy of awards. It lacks consistency in the way it supports disabled people with similar needs.  A large body of case law that has built up over the years has increased the tendency for decisions to be perceived as inconsistent and subjective.  
Key policy proposals

6. Personal Independence Payment will be introduced for working-age adults (16 – 64) from 2013 and the new objective assessment is being designed to assess individual needs.

7. The Government is committed to streamlining and improving the claim process while ensuring that it is more transparent and less complex. This includes seeking and using the most appropriate information to support the decision-making process.

8. Employment and Support Allowance and Personal Independence Payment are different benefits paid for very different reasons. Any direct comparison between the Work Capability Assessment (WCA) and the new assessment for Personal Independence Payment is not therefore possible or helpful. We are, however, seeking to learn from the experience of the WCA. As part of this we are looking closely at the findings of the first independent review of the WCA carried out by Professor Malcolm Harrington
 in order to inform the design of the Personal Independence Payment claiming and assessment processes.

Our rationale 

9. In their responses to the consultation, most organisations agreed that DLA needed modernising.  People are unclear about who qualifies for the benefit
, and there were concerns around the subjective nature of the current assessment process, which could lead to inconsistent awards. During the design of Personal Independence Payment we will develop a more transparent system for assessing individual need, improve the consistency of decision making and simplify both the claim form and claim process.

10. We know that peoples’ circumstances can change over time, but over 70 per cent of the current DLA caseload have indefinite awards
, and individuals are not clear on how and when they should report changes in their circumstances - when their care or mobility needs increase or decrease.  This results in both under and overpayment of benefit.

How it will work in practice 

11. We are still considering how best to deliver the new benefit – but our clear intention is to design and develop a process that is efficient, straightforward and recognises how disabled people, carers and their representatives seek to access services. We will do this by putting the individual at the heart of the claims process and by consulting with them during the design and testing stages.  

12. The new assessment will include advice provided by a trained independent assessor who will collect evidence from a wide range of sources. In many cases this will involve a face-to-face consultation with a trained independent assessor, but in some other cases a paper-based assessment may be more suitable. The key is a review process that is applied sensitively and appropriately, which disabled people and their representatives have helped us to design to get it right.

13. The assessment is being designed to take account of the impact of physical, sensory, mental, intellectual and cognitive impairments on individuals' ability to undertake a range of key everyday activities.

14. DWP will retain the overall decision making responsibilities for the Personal Independence Payment award.  The trained independent assessor advice and all additional medical evidence will be used by the DWP Decision Maker to determine entitlement to Personal Independence Payment. This approach is in line with the recommendations from Professor Harrington’s review.  This will lead to a more transparent and objective assessment of individual need and fairer and more consistent decision making.

15. The claimant will be informed clearly how their award has been decided based on the overall assessment; the rate of their award; the period of their award; and what future changes to their needs they need to report.

16. A more transparent and objective assessment, with improved notifications helping customers better understand Personal Independence Payment will, we anticipate, help reduce unnecessary disputes and appeals. Claimants who disagree with decisions will have the same formal disputes process as other social security benefits. A DWP reconsideration process will scrutinise the evidence and original decision to better inform an explanation or a review of that decision. This process will provide greater engagement with claimants to improve their understanding of the reasons for the decision with the aim of reducing unnecessary appeals. Decision Makers will change erroneous decisions rather than send them to a Tribunal. If a claimant’s points at issue are not resolved, they can still appeal to the HM Courts & Tribunals Service.
Further work we will do

17. We are looking to set up multiple channels through which disabled people and their carers will be able to access Personal Independence Payment information, make claims and report changes in their circumstances. This approach recognises the diverse accessibility needs of our claimants – we are committed to establishing online claim facilities in the future in addition to a paper claim form. 

18. The DLA claim form is too long and complicated. We will actively work with disabled people, their organisations and carers to design an improved form that is understandable and as straightforward as possible.

19. We recognise that a key element will be that the trained independent assessors and Decision Makers have appropriate training and guidance to carry out their roles effectively – this will be informed by the early design and testing of the assessment.  We will develop an approach that provides Decision Makers with access to disability specific experts on a continuous basis together with a comprehensive training regime for staff, and the development and publication of new procedural guidance for staff. 

20. We are also exploring ways of introducing a quality assurance regime for the trained independent assessor and the DWP decision maker to ensure that decisions are, and remain, justifiable and consistent. 

21. Existing working age DLA claimants will be re-assessed for entitlement to Personal Independence Payment following its introduction in 2013. Our aim is to ensure that individuals feel well-supported during this process and this will be at the heart of our thinking as we develop a strategy for migrating existing DLA working age customers to Personal Independence Payment.

22. In addition, there are a number of areas of specific activity that we will be taking forward to support the introduction and delivery of Personal Independence Payment, including: design and development of a new IT system; production of new claimant information materials including the claim process described above; development of the contract specification to support the procurement exercise to select the service provider that will deliver the objective assessment.
PIP: policy briefing notes - Award durations and exceptions to fixed-term awards
Objectives

1. Personal Independence Payment will be a dynamic benefit which can respond to changes in individual needs and circumstances. To achieve this, we need to ensure everyone continues to receive the correct amount of benefit. As such, there needs to be a process for regularly checking that an individual is still receiving the appropriate level of support.
Considerations 

2. Currently there is no systematic process for regularly reviewing Disability Living Allowance (DLA) awards and the majority of DLA recipients – 70 per cent
 – have an indefinite award, which means it may not be reviewed unless the individual reports a change in their condition or circumstances. As a result, some people are currently receiving an incorrect amount of DLA. This undermines the credibility of the benefit – particularly when fraud cases receive coverage in the media. This affects public perceptions of genuine DLA recipients, who in some cases may simply not have noticed their needs have changed if the change has been gradual. When designing Personal Independence Payment we want to restore confidence in disability benefits by ensuring that the right support always goes to those who face the greatest barriers to leading full and active independent lives.
Key policy proposals

3. We want to ensure that Personal Independence Payment awards remain correct. We will do this by making awards for a fixed term, except in exceptional circumstances. The length of award will be based on the individual’s needs and the likelihood of their health condition or impairment changing.

4. In exceptional circumstances we will make ongoing awards. For all awards there will be an in-built review process to ensure they remain accurate. We will take a tailored approach to how reviews are conducted so that they may involve a face-to-face consultation with a trained independent assessor, but in some cases it could be a paper-based assessment, if that would be more appropriate. We recognise that it will be important to ensure that the review process is applied sensitively and appropriately and we are considering this as we develop the operational processes involving disabled people and their representatives.

Our rationale 

5. Although we are able to reassess the level of award of any individual at any time, we do not currently have a systematic way of ensuring that DLA awards remain correct. This means that, over time, some people may be receiving an incorrect amount of benefit. This is especially a problem in DLA because more than 70 per cent of the current DLA caseload have an indefinite award
.
6. There is evidence that people on DLA are receiving an incorrect amount of benefit, as identified by the 2004/05 National Benefit Review, whether through over or under-payment of awards.
 Although only a small proportion of this is due to fraud or official error, the review identified £440 million net overpayments of benefit which occurred as a result of individuals not reporting changes in circumstances. This was not classified as fraud as the individuals' circumstances had changed so gradually they could not reasonably be expected to have known they needed to report a change. Nonetheless, it is evidence that individuals on DLA are receiving incorrect awards and that we need a systematic process in place to ensure everyone continues to receive the correct level of support. This will enable us to ensure that cash benefits are appropriately targeted at those with the greatest need.
How it will work in practice 

7. As part of the objective assessment, the trained independent assessor will provide a recommendation to the Department on the duration of the award, based on the individual’s particular circumstances, the evidence that has been gathered (including that provided by the claimant) and the likelihood of their condition changing. We will provide a framework for award durations to assist the assessor when providing their recommendation to the Department.

8. Durations would be based on the likelihood of changes – either an improvement or deterioration – to the disabling condition itself or the impact of the condition on the individual.

9. Shorter-term awards (up to 2 years) would be used where significant improvement could be expected in that period, for example where conditions improve with time or treatment; and the barriers the individual faces may reduce.

10. Longer term awards (e.g. 5 or 10 years) would be used where changes are less likely but possible. For example, where some improvement is possible over time or where the needs of the individual are likely to increase. 

11. It is anticipated that ongoing awards would be used in a small minority of cases where changes, either positive or negative, are unlikely. For example, where improvement over time or in response to treatment or rehabilitation is unlikely and where the needs of the individual are also likely to remain broadly the same.

Further work we will do

12. As work on the objective assessment progresses over the summer, we will continue to refine the award duration framework and develop guidance for trained independent assessors and decision makers with some examples of the types of circumstances where these award durations might be appropriate.

13. We will also develop guidance on the circumstances in which fixed-term awards would be inappropriate, and we will publish this before introducing Personal Independence Payment. This guidance will also include instructions on timing and format of award reviews.

14. Some respondents to the public consultation on DLA reform
 expressed concern that the thought of an award ending could cause undue stress and worry for some individuals. We aim to ensure that the process is as sensitive as possible, and intend to remind claimants that their fixed-term award is coming to an end and give them an indication of their options going forward. As we do more work on this part of the process, we will work with disabled people and their organisations to ensure it is as clear and straightforward as possible for the individual. We remain committed to ensuring that a balance is struck between minimising any potential anxiety amongst disabled people and ensuring that the correct level of benefit is being paid according to an individual’s needs.

PIP: policy briefing notes – Children
Objectives 

1. The Government is committed to continuing to support disabled children and their families. We recognise that, like disabled adults, families of disabled children may incur extra costs in helping their children to lead full and active lives. Disability Living Allowance (DLA) provides a contribution towards those extra costs and helps disabled children to overcome barriers to taking part in everyday life.

2. We know that DLA is no longer meeting the needs of individuals today. That is why we are reforming DLA and developing Personal Independence Payment for working-age (16-64) adults.  We will not extend Personal Independence Payment to new or existing claims for children from 2013. However, the problems with DLA apply to the whole caseload, including children. We are, therefore, considering how we can ensure the needs of disabled children are met through an assessment that is objective and transparent.

Considerations 

3. We are conscious that the needs of children are different from those of adults and may vary at key stages of development. As the Government made clear during Second Reading of the Welfare Reform Bill, it is important we get this right, which is why we would need to develop a specific child assessment before we could apply the new Personal Independence Payment eligibility criteria to children.

4. In the Disability Living Allowance reform consultation we asked about the key differences we should take into account when assessing children. Respondents were clear that any assessment needed to be specifically designed with the needs of children in mind and should reflect the fact that the needs of children can change more rapidly than those of adults. We share these views, and agree with the point made by many respondents, that the views of parents and carers should be given the appropriate weighting.
5. As well as ensuring any future arrangements for children are affordable and sustainable in the long term, we are clear that, like the working-age system, the process for children should be based on the principle of fairness and consistency. We are, however, conscious that we would not want to put undue burden on disabled children and their families and would need to ensure that any assessment is proportionate, taking account of the child’s age and abilities.
6. In developing the arrangements for children on DLA we also want to take account of ongoing work across Government. The Department for Education’s Green Paper Support and aspiration: A new approach to special educational needs and disability, published on 9th March, sets out the Government’s aspiration to move towards a single assessment process for a child’s social care, health and special educational needs, in order to minimise the stress and burden on disabled families who have to go through multiple assessments. The Department for Education plan to test the approach starting this year and committed in the Green Paper to look at the findings of the pathfinders to explore whether the single assessment process might also be used to support claims for DLA and Personal Independence Payment.

Key policy proposals

7. Personal Independence Payment will be introduced for working-age adults from 2013 and the new objective assessment is being designed to gather information about adult needs. Before considering any extension of Personal Independence Payment to new claims from children or to children already receiving DLA, we will consider the effectiveness of the new arrangements for working-age individuals.

Our rationale 

8. There are currently 330,530 children under the age of 16 in receipt of DLA (August 2010). The quarterly child caseload has grown by 29% since 2002
. Over the same period, annual expenditure is forecast to increase by 28% in real terms and is forecast to cost £1.2 billion in 2010/11
.

9. Government is often criticised for over-assessing disabled children, forcing them to undergo many different assessments in order to access the full range of support available
 and parents of disabled children argue the current DLA application process is negative and forces parents to focus on all the ways their child is different from others of the same age
.

10. The needs of children are different from those of adults and may vary at key stages of development. Their needs may also change as they approach adulthood and seek greater independence. We are clear that, in order to ensure that the needs of children with impairments or long-term health conditions are properly considered, we would need to develop a specific child assessment. To make sure we get this right, we want to build on the experience of developing an assessment and applying it to new and existing claimants of working age to inform the future arrangements for children. We will consider the effectiveness of these arrangements before considering an extension of Personal Independence Payment to new claims from children or to children already receiving DLA.

How it will work in practice 

11. Any decisions on how the arrangements for children would work in practice will be informed by our experiences of developing an assessment for people of working age. We would also want to feed in the views of families with disabled children and disability organisations.

Further work we will do

12. To inform the future arrangements for children we are continuing to engage with disability organisations, families with disabled children and independent specialists in heath, social care and disability. We will consult on any substantive changes to the arrangements for children and regulations on this issue will be subject to the scrutiny of the House.

PIP: policy briefing notes - People aged over 65
Objectives 

1. Personal Independence Payment will provide a contribution towards the extra costs of overcoming the challenges faced by disabled people in order to lead full and active independent lives.

2. Our priority is to target support to those individuals with established, long-term health conditions or impairments which would put them at a financial disadvantage over a long period. We recognise that those disabled earlier in life will have had less opportunity to earn and save for retirement, and we want to provide continued support to these individuals.
Considerations   

3. We are committed to introducing Personal Independence Payment for working-age people from 2013. In the Disability Living Allowance reform consultation response
 we also set out our commitment that individuals in receipt of Personal Independence Payment would continue to be entitled beyond age 65 so long as they continue to satisfy the eligibility criteria. This age-limit will increase in line with the changes to State Pension age. 

4. We understand that continuing to receive Personal Independence Payment when people reach age 65 and over is important, particularly for those in receipt of the mobility component. And we know that there is concern that the loss of this entitlement for those reaching age 65 could have a damaging effect on their independence. 

5. Personal Independence Payment will form part of the wide range of support that the Government makes available to older people so that they have a secure income in retirement. Government also provides support through the social care system. The independent Commission on Funding of Care
 and Support is looking at how to achieve an affordable and sustainable funding system for care and support for all adults in England both in home and other settings. The Government will consider carefully the recommendations of the Commission and the interaction between Personal Independence Payment and the social care system, to ensure people receive the support they need, when they need it, in a way that best meets their needs. The Commission is expected to report in July.
Key policy proposals

6. The Welfare Reform Bill provides that people will not be entitled to Personal Independence Payment after they reach age 65 or State Pension age, whichever is higher.

7. This Bill includes a regulation-making power and our intention is to use this power to make secondary legislation so that individuals below the upper age limit who are in receipt of Personal Independence Payment can continue to receive the benefit beyond that age provided they meet the eligibility criteria. Having this exception in secondary legislation means it would be easier to adapt in response to any future changes to the social care system which might affect pensioners. Regulations made under this power would be subject to Parliamentary approval.
Our rationale

8. The DLA rules include a cut-off age for new claims at age 65 or State Pension age whichever is higher. Existing recipients can, however, continue to receive DLA beyond this age where their needs continue to meet the eligibility conditions. 

9. We intend that the arrangements for the treatment of pensioners on Personal Independence Payment will be similar to the DLA provisions. Individuals already entitled to Personal Independence Payment before reaching the upper age limit will be able to continue receiving their award for as long as their mobility and daily living needs continue in line with the eligibility criteria.

10. As part of the normal process of ageing we can all expect to experience some health challenges, and this may prevent us being as active and independent as we would like to be. Our intention is that the upper age limit for Personal Independence Payment will ensure that support is targeted to those individuals who face barriers during their working life – and may therefore have been less able to financially prepare themselves for retirement – which they take into older age.
How it will work in practice 

11. We intend to specify in regulations that individuals who are in receipt of Personal Independence Payment may continue to receive it past the upper age limit, provided their mobility and daily living needs continue in line with the eligibility criteria. 

12. We have also said that we want to use the experience of reassessing the working-age caseload to inform any future decisions about the treatment of existing DLA recipients who are aged 65 and above. This will enable us to ensure that learning from the migration of working-age recipients is properly considered and taken into account before we consider introducing changes in respect of those aged 65 and over.
Further work we will do

13. Our intention is to consult on the draft regulations in due course following Parliament’s consideration of the Bill. We will involve our relevant stakeholders in this process so that the proposals reflect the expertise and experiences of disabled people and their representative organisations.  

PIP: policy briefing notes - passporting from Personal Independence Payment 
Objectives

14. The Government will take into account the role Disability Living Allowance (DLA) has as a passport to a range of additional help and support (both cash and in kind) administered across central and local government as PIP is designed.

15. Our priority is to ensure Personal Independence Payment is designed for those disabled people who face the greatest challenges to leading independent lives, and in that process we will be mindful that it should replace DLA as the main disability gateway to other disability benefits and services across DWP and other Government Departments.
Considerations 

16. The Government recognises the importance of passporting arrangements, to disabled people, their carers and administratively, so people do not have to face unnecessary multiple assessments.

17. The receipt of DLA is a commonly accepted and broad definition of disability and in many instances simply receipt of the benefit will enable access to additional support.

18. Receipt of a particular component/rate of DLA can also provide a passport to more specific help and support, although it may not always be the only route to entitlement. For instance, entitlement to a Blue Badge may be through an entitlement to the higher rate mobility component of DLA or a range of additional criteria.

19. In designing the assessment for Personal Independence Payment, and the entitlements it will bring, we will keep in mind the existing passporting arrangements with a view to maintaining them wherever possible. We will work with other Government Departments sponsoring their own schemes to ensure that any future passporting arrangements remain appropriate for their own schemes and maintain the administrative benefits of the current links with DLA. 
Key policy proposals 

A. Carer’s Allowance (CA)

20. It is our intention that Personal Independence Payment will provide part of the gateway for receipt of CA in the way that DLA currently does. While we are not at this stage able to confirm which rate(s) of the daily living component will be used, we recognise the role that carers play and our intention is to ensure that those with the most intensive caring responsibilities receive the support they need. However, it is only when we have fully developed and tested the new objective assessment later this year that decisions can be made on the appropriate rate(s) to be used.

Our rationale 

21. We have taken time to reflect on the responses to the DLA consultation exercise and recognise the importance that carers and those they care for place on the DLA gateway to CA. 

How it will work in practice 
22. We acknowledge that receipt of DLA acts as a convenient and cost effective gateway to CA. Personal Independence Payment, at a rate or rates of the daily living component, will act as a condition of entitlement for CA. 
Further work we will do

23. The work to develop the detailed criteria for the objective assessment is ongoing with formal testing of the assessment scheduled for the summer. Robust modelling of the implications of using the standard and/or the enhanced rate of Personal Independence Payment will be linked to this testing, the results of which will better enable us to decide which rate(s) will be most appropriate for determining CA eligibility.
B. Motability

24. In our consultation on DLA reform we made it clear that we will work with Motability to ensure that the scheme remains supported within Personal Independence Payment. In our response we stated that we wanted to ensure that, as now, people with the greatest barriers to participation are able to access other support services and support as easily as possible. Motability is such a service which we intend should be supported by Personal Independence Payment.
25. At present eligibility to the Motability scheme is dependent upon a person being in receipt of the higher rate mobility component of DLA.  We need to decide the eligibility criteria should be under Personal Independence Payment. We have and will continue to have discussions with Motability colleagues and other stakeholders to assess potential impacts and determine the most appropriate gateway to the scheme.

Our rationale 

26. The Motability scheme plays an important role in helping severely disabled people achieve independent living. We will ensure that Personal Independence Payment continues to support Motability help those severely disabled people who face the greatest barriers to independent living.   

How it will work in practice 

27. The appropriate rate of the mobility component of Personal Independence Payment will be paid directly to the Motability scheme as currently happens with the higher rate mobility component of DLA. Administrative arrangements are already in place between Pension, Disability and Carers 
Service (PDCS) and Motability operations to provide for this transfer of. DLA payments and so similar processes will be developed for Personal Independence Payment.

Further work we will do

28. We will continue to work with Motability and others to take this issue forward. As part of that we will also consider the arrangements currently in place for the provisions of grants to adapt vehicles under the Specialised Vehicle Fund scheme.
C. Services provided by the Department for Transport (DfT) and the Devolved Administrations 

29. We understand the importance of DfT and the Devolved Administrations using the higher rate mobility component of DLA passport as an administrative easement to help identify those people who have significant physical difficulty in walking, and might have access to:

· Automatic qualification for a Blue Badge 

· Eligibility for concessionary travel (free off-peak travel on local buses);

· Exemption from Vehicle Excise Duty; 

· Age at which a driver licence can be issued (16 instead of 17); and

· Exemption from payment for a medical examination for the purpose of obtaining an exemption from wearing seat belts.

30. The Department will be working with DfT and the Devolved Administrations to take into account the role of DLA as a passport during the development of Personal Independence Payment.

Our rationale 

31. The current passports through the mobility component of DLA act as an administrative easement to easily and conveniently establish a difficulty with mobility for which additional, mobility-relates support is appropriate. We want to maintain that administrative simplicity wherever possible under Personal Independence Payment.
How it will work in practice 

32. Key to the deliverability of any solutions will be customer notifications, and the information contained in them, which will allow Local Authorities to establish entitlement to their services. 

Further work we will do

33. We will work with DfT and the Devolved Administrations to establish the most appropriate passport through from the mobility component of Personal Independence Payment and how award notifications can assist Local Authorities in identifying entitlement under their conditions. Key to that will be the development of the assessment criteria for the mobility component and how those tie in with the objectives that the passported measures have to assist those with a physical limitation on their ability to get around.

Child maintenance – integrating support for separating and separated families

The four clauses in the Welfare Reform Bill relate to the statutory child maintenance service. They are part of wider proposals the Government has set out to better enable separating families to access the information and support they need to make their own family-based arrangements, without needing to resort to the statutory child maintenance service. These wider proposals do not require primary legislation and were set out in the consultation document: Strengthening families, promoting parental responsibility: the future of child maintenance. The consultation closed on 7th April and responses are now being analysed.

The vision

Improved relationships between parents lead to better outcomes for children in the long run. The Government’s vision is for an increased culture of parents taking responsibility, with more separating families working together to make arrangements that are in best interests of their children. 

It is wrong to paint a picture of the CSA as a service that deals only with absent fathers who have no interest in their children or parents whose who had short-lived relationships, which may have traditionally been stereotypes of CSA customers. For example, survey evidence indicates that over half of CSA parents had been together for over 5 years. Around three quarters of CSA parents had been living together with around 40 – 50 per cent of them married to each other
. The evidence also indicates that a lot of parents living apart from their children who use the statutory service are not absent from their child(ren)’s or ex-partner's lives. Around three quarters of CSA parents have had contact with their ex-partner in the last year. Of these, around a half maintained contact once a week or more and in over six out of ten cases the contact was via the child(ren).

We want to build on what parents using the CSA have told us. Research suggests that a significant proportion of them, with the right impartial support, might be able to make their own arrangement rather than use the CSA. 

We are not saying that everyone can or should make their own arrangement, but rather than assuming parents cannot work together, we want people to access support early, before conflict becomes entrenched. We want to enable those who can work together with their ex-partner in the best interests of their children to do so. Research indicates that one of several drivers of non-payment of maintenance is attitudes and behaviours surrounding the relationship between ex-partners
. We believe that where there has been a culture of non-payment, this needs to change.

The Government recognises that separation is a time of distress which means it is not always easy for people to focus on placing the children’s interests first. Family relationships are a personal issue, about which people often turn to the people they trust - friends, wider family and frontline professionals. The Government wants to support families to draw on their existing network of support and the support of specialist organisations, rather than draw parents into a statutory service which can too often entrench conflict.

Furthermore, child maintenance is often just one issue that separating families may need to resolve. Hence, we want the provision of information and support on child maintenance to become better integrated with information and support on other issues people experience during separation such as housing, budgeting and emotional support. This will make it easier for someone experiencing separation to access, understand and make use of the information and support they may need.

We have held a consultation and we will aim to publish our response to this in July. Discussions with experts in the sector indicate that this is a vision shared by voluntary and community sector organisations that deal with such problems on a daily basis. They often find that people cannot navigate the system or access the necessary information in a simple way and, by necessity, the statutory child maintenance system can’t always recognise the inter-related issues that need to be resolved.

“We believe that families, themselves, are best placed to determine what arrangements will work best in their circumstances and fully welcome the intention of the proposals to encourage the involvement of both parents in their children's lives after divorce or separation.”
Centre for Separated Families

“One Plus One would support the view that helping separating couples come to their own family based agreements is right. To do this, couples need to be supported with the wide range of accompanying issues outside of ‘child maintenance payments’. The evidence is clear; if support is delivered early there are opportunities to prevent breakdown, or where that is not possible to ameliorate the negative impact on adults and children in the short term and over the longer term.”

One Plus One

 “We welcome the proposed changes to integrate child maintenance with wider support. We believe that the maintenance system should not operate in isolation but form one part of a holistic system in the best interests of children and their families.”
Families Need Fathers

The gateway and wider support for separating families

Clause 128 in the Welfare Reform Bill will allow the Government to require an applicant to take reasonable steps to make a family–based arrangement before making an application to the statutory child maintenance scheme. Currently, the statutory service is often the default option. There is evidence suggesting that if the appropriate support were available, more parents may be likely to reach their own agreement. 

The proposed Gateway service will help make parents aware of this wider information and support, enabling more parents to work collaboratively rather than access a statutory service that can embed conflict. The Gateway’s primary function will be to ensure families are aware of this wider support and to provide information about it. The Government recognises that in some cases a family-based arrangement will not be possible. That is why the statutory service will be improved for those who need it and the Gateway will ensure that where a parent identifies a clear need for a statutory arrangement they will be helped to make that application. For parents who do need to use the statutory scheme, there will be an improved service and the statutory system will remain heavily subsidised by the taxpayer.
The rest of this note outlines how the wider support - that the Gateway will be able to direct people towards - could be delivered in a way that best suits the needs of separating families.
Understanding what separating families need
It is clear that family relationships matter - relationship breakdown impacts immediately on the health and well-being of the whole family. The economic, social and emotional cost of family breakdown makes the case that funding relationship support is important. DfE are investing £30 million in relationship support services over the next four years. This will include support for separating couples. The majority of this funding is being allocated to voluntary and community sector organisations via grants.  We will be working with DfE to ensure join up where possible. DWP currently spends £5.6 million a year on information and support provided through the Child Maintenance and Enforcement Commission. 
Research shows that intervening early to support parents is important. There is recognition, supported by a comprehensive evidence base, that intervening early is essential in optimising children’s outcomes. Evidence also indicates that families’ support needs differ, and that a one-size-fits-all approach doesn’t work: different kinds of support are needed by couples in different social and relational circumstances and at different stages of relationship formation, disintegration and re-formation
.

In re-shaping the system, we need to recognise that when families separate there are often lots of emotions – anxiety, guilt, blame – that parents will experience. And we know that many parents need support from a listening ear to work through these emotions before they can turn to the practical issues in a way that puts their children’s needs first. The Centre for Separated Families calls this approach “therapeutic justice.”

Every family is unique and some will need more support during separation than others. For those who will collaborate, practical tools such as family-based arrangement templates, online maintenance calculators, case studies and interactive peer support could be provided, building on what the current CM Options service provides.
For families who need more support, there are a number of different types of support that can help them overcome their barriers to working with their ex-partner and reaching a mindset where they put their children’s needs first. There are many examples of dispute resolution services that are provided by voluntary and community sector organisations, including relationship counselling, mediation, online programmes and parenting information programmes among others.

Research indicates that couples in the UK tend not to seek professional help for relationship difficulties and issues around family breakdown except as a last resort. The biggest challenge faced by most providers is that couples either fail to seek help or seek help only when problems have become irreversibly entrenched
. 

However, as yet, there is limited evidence, particularly in the UK, about which relationship support practice has the most positive impact on adult and child outcomes, particularly over the longer term. Different interventions have different target groups and different aims. We need to understand what the most cost-effective and sustainable approach is to supporting parents to make family-based arrangements. The Government wants to ensure that those experiencing the distress of family breakdown are directed to the most appropriate support both by the Gateway and other professionals that work with families.

We need to understand how to target resources efficiently to facilitate a more cost-effective and sustainable approach to supporting parents in making family-based arrangements. That is why we have begun to synthesise the existing evidence and will be seeking help from independent experts to help us build a robust evidence base as to what support can help different families. The Department for Education (DfE) is in the process of commissioning an evaluation of relationship support interventions. The Department for Work and Pensions (DWP) will continue to work closely with the DfE to ensure we build our understanding of what support works for different families. Once we know which forms of support are most effective for different families we will be able to make sure resources are being used to best effect. 

The DWP will also work closely with the DfE and Ministry of Justice (MoJ) as the independently-chaired Family Justice Review develops its recommendations to make sure that the systems for supporting separating parents – whatever their presenting problems – are co-ordinated and coherent. The Review’s final report is due in the Autumn and we will continue to work closely with DfE and MoJ until then and thereafter.

The Government is also learning from international practice in countries such as Norway, Australia and the USA – looking at their systems and understanding the differences around effective support for families experiencing breakdown. Crucially, we are working with UK voluntary and community sector organisations that have expertise in supporting families through separation. DWP is working with these organisations to broaden understanding of the problems families face and the types of effective support that can help them work together.

Joining up information and support  

We know that intervening early to support parents is essential. Research has consistently shown that parents tend not to seek help to deal with issues around family breakdown and, if they do, it is often too late to be of optimum effectiveness, particularly if one or other partner refuses to engage
. Research also indicates that, amongst a range of factors, not knowing what support is available is often a barrier to parents accessing support to deal with family breakdown
. We want to make it easier for separating families to access information and support.

As well as understanding what support can help separating families, the Government is considering how best it can be provided. We do know there is an opportunity to integrate existing resources to enable easier and simpler access to information and support. Excellent support already exists, but it can be geographically patchy and sometimes compartmentalised. Different people want to access information and support through different channels – web-based, telephone help lines and face-to-face support in their community. The Government will work with organisations that provide support through these channels to provide it in a way that makes it easier for their clients to access all the information they might need when needed.
The Government has consulted on how best to provide support and the responses are currently being analysed. We aim to publish the Government’s response to the consultation in July. For web and phone based provision, initial options being explored include the provision of a single website and helpline that acting as a hub that will provide or direct people to the guidance they need on all the issues they face during separation. Alternatively, it could be a network of existing websites and phone lines, efficiently directing families between each other so they receive the most appropriate support.

For some people the information provided online or by phone will be sufficient, but we recognise that others will want face-to-face support provided by trusted professionals in their local community. The Government plans that web and phone based information provision will be able to make people aware of their local support more effectively. For example the use of post-code search functions could help more people locate local support.

Whether people go directly to local support or via online and phone-based support, voluntary and community sector experts tell us that local support itself could be delivered in a more integrated fashion. The Government is awaiting the findings of the child poverty pilots to understand what approaches to co-locating services together are most effective in supporting separating families. The possibility of using Sure Start children’s centres as local hubs in some locations to provide relationship support is an example of the approaches on which we are working with the DfE, and we are exploring with charities who deliver services in them.

Child maintenance is a reserved matter in England, Wales and Scotland. In Northern Ireland policy is devolved and they currently maintain parity with the GB system. The Government recognises that family law is a devolved matter in Scotland. DWP have met with Scottish Government officials under the previous Scottish administration to discuss how integrating family support could work there. We will continue to liaise with Scottish colleagues as plans develop and will work with the new administration. The Government also recognises that wider relationship support such as that provided in children’s centres is devolved to Scotland, Wales and Northern Ireland. We will work with the devolved administrations and voluntary community sector organisations in the devolved administrations to understand what local support could be joined-up for families living in these locations.

Reaching the vision

The first stage of the process is gaining a greater understanding of what support is most effective in helping different families work together through separation. With this improved evidence base, it will then be possible to join-up the most effective support, making it simpler for separating families to access the information and support appropriate to them.
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		Conditionality Group

		Requirements that can be imposed

		Examples



		Full Conditionality


Claimants subject to all work-related requirements

		Work search

		Take all reasonable action and any particular action for the purpose of obtaining work or more paid work or better-paid work. For example: applying for a particular vacancy, making applications.



		

		Work availability

		Able and willing immediately to take up work.



		

		Work preparation

		Take particular action to make it more likely that the claimant will obtain work. For example: participating in Mandatory Work Activity, attending a skills assessment, writing a CV.



		

		Work-focused interview

		Participate in periodic interviews with Jobcentre Plus advisers. Interviews may cover a range of matters, such as an assessment of an individual’s prospects for work and identification of suitable work search and work preparation activities.



		Work Preparation


Claimants subject to work preparation and work-focused interview requirements

		Work preparation

		Take particular action to make it more likely that the claimant will obtain work. For example: attending a skills assessment, writing a CV, undertaking work experience.



		

		Work-focused interview

		Participate in periodic interviews with Jobcentre Plus advisers. Interviews may cover of range of issues such as the identification of relevant training opportunities.



		Keep in touch


Claimants subject to work-focused interview requirements only

		Work-focused interview

		Attend periodic interviews with Jobcentre Plus advisers. Interviews may cover a range of issues including encouraging claimants to consider their long-term goals via action planning.



		No conditionality

		None

		






