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Report to Scrutiny Panel
	Name of Scrutiny Panel
	Communities Scrutiny Panel

	Meeting Date
	26 September 2012

	Subject
	Welfare Reform

	Wards Affected
	All

	Report of
	Director of Communities 

	Type of Item

(please tick( )
	Review existing policy
	

	
	Development of new policy
	

	
	Performance management (inc. financial)
	

	
	Briefing (inc. potential areas for scrutiny)
	(

	
	Statutory consultation
	

	
	Council request
	

	
	Cabinet request
	

	
	Member request for scrutiny (CCFA)
	


	Why is it coming here?

	The Scrutiny Panel has requested an update on the key changes in Welfare Reform

	What are the key points?

	The Welfare Reform Act will introduce a single, Universal Credit from October 2013, replacing existing means-tested benefits paid to the working age.  From April 2013, the Council will be responsible for delivering a number of localised schemes including Council Tax Support and Welfare Assistance as part of a wider policy of decentralisation of the delivery of welfare support.


	Possible courses of action

	

	Contact Officer

	Yvonne M Kear – Revenues and Benefits Service Manager
Tel: 01422 393633

	Should this report be exempt?

	No 


1. Background 
1.1  The Welfare Reform Act will introduce a single, Universal Credit (UC) from October 2013, replacing existing means-tested benefits paid to people of working age, all tax credits and housing benefit, affecting 4 million Department for Work and Pension (DWP) customers, 3.5 million Her Majesty’s Revenues and Customs (HMRC) customers and 3.5 million housing benefit customers.  It is attempting to simplify the welfare system and it aims to tackle the problems of poor work incentives and complexity.  It will provide households with a basic allowance, topped up by additional components for families with children, housing costs, disability and health conditions that limit work, and caring responsibilities.  It will be available to people both in and out of work on low incomes replacing Working Tax Credits, Child Tax Credits, Housing Benefit, Income Support, income based Jobseekers and income-related Employment and Support Allowance.
1.2
The introduction of UC will have a range of significant impacts for local authorities (LAs) across Great Britain.  The ultimate goal is that UC will deliver a fully integrated service which will include labour market and wider support services for those who need it, and 2013 will provide the foundation on which more diverse models will be built.  For 2013, there will be a jointly developed national service offering with targeted local flexibility.  The face to face model encompasses all DWP customers who need to use that channel, including those over pension age.  The transition period from legacy benefits to UC is expected to run for four years from October 2013 through to 2017.  It is an ambitious programme of reform, the biggest in the welfare system for over 60 years.  There has been recent press coverage suggesting risks of delays, but DWP maintain the programme is on schedule.
2.
Local Authority Work Programme 2012/13 and 2013-2017

2.1
Local authorities are facing a rapidly changing environment, including the localisation of Council Tax Support and Welfare Assistance (formerly Social Funding).  These two new local schemes will go live in April 2013.  

2.2
The Government is clear that localisation is the most effective means of ensuring sufficient local flexibility to secure the planned reduction in expenditure, reflecting local circumstances and priorities.

2.2
This is part of a wider set of reforms to the welfare system: improving the incentives to work and ensuring resources are used more effectively, so reducing worklessness and ending a culture of benefit dependency.

2.3
When UC and the reformed Pension Credit are fully rolled out by 2017, local authorities will cease to pay housing benefits.  The detailed schedule when UC will roll out across Great Britain is still under discussion.

2.4
In addition to administering Housing Benefit (HB) and Council Tax Support (CTS), LAs also have statutory responsibility for key services such as social housing (provided both directly by LAs and through Registered Social Landlords – RSLs); support for elderly and disabled people; homelessness services and other non-statutory support offered to LA residents and future UC claimants, such as debt advisory services.  Other ‘passported’ services will be affected by the transition of UC because LAs typically use an award of HB as a flag to indicate entitlement to these locally administered benefits.

2.5
The DWP is working with local authority led pilots who are testing the potential role of LAs in supporting face to face UC delivery and this work will feed in to the Pathfinder (April 2013 – September 2013) and inform go-live in October 2013.  A list of local authorities awarded pilot status is outlined in Appendix 5.
2.6
The programme has been working with existing delivery organisations to co-create the UC face to face service for 2013, with an agreed national service offering and targeted local flexibility.  Direct labour market face to face services will be provided by Job Centre Plus (or Work Programme providers) with other requirements for face to face services, particularly for people needing additional support, using the best of local capabilities, including LAs.  
2.7
Although under consideration, there will be no firm decisions made on how delivery of UC should be organised in the longer term until 2015 – the end of the Parliament – as the DWP state that they need to learn from early implementation.
3.
Localised Council Tax Support
3.1
The Local Government Finance Bill, introduced on the 19 December 2011, paves the way for the implementation of localised Council Tax support schemes in England from April 2013.  This requires local councils to design a local scheme in order to administer council tax support, working within a framework set out in legislation.
3.2
Councils currently administer Council Tax Benefit on behalf of Central Government and are reimbursed with the cost of this through Government subsidy.   The Government has concluded that Council Tax Benefit will not be part of proposals to develop the new system of Universal Credit from 2013, and instead will be replaced by a new system of Council Tax Support (CTS). 

3.3
In April 2013 Council Tax Benefit, the current means of helping people on low incomes meet their Council Tax obligations, will be replaced by this new localised support scheme.  This means that, for working age people, local councils will be free to design their own scheme in order to provide help to people with their Council Tax liability.  This local scheme must be in place by the 31st January 2013.  If it is not, then the Council is required to use the Government’s default scheme which mirrors the current Council Tax Benefit Scheme. 

3.4
As reflected in the new Local Government Finance Bill, the main objectives of the reform are:

· Help with Council Tax will become a local authority responsibility from April 2013

· The contribution from Government  to local authorities for the cost of the new scheme will be approximately 10% less than current spending on Council Tax Benefit (although the national financial forecasts indicate it is likely to be a larger reduction than this)

· Support for all pensioners will not be affected and local scheme rules will only apply to working age claimants

3.5   The new scheme will be funded by way of an ‘unringfenced special grant’ from the Department for Communities and Local Government (DCLG).  This grant will be approximately 10% less than the cost of the current Council Tax Benefit scheme and will be set annually (at least in the early years).

3.6
The Government has indicated that the grant to Calderdale could be around £12.4m in the first instance. The Council has already made provision within its budget of £1.6m in 2013/14 and £1.1m in subsequent years to help subsidise the Council Tax Support Scheme. Based on the latest estimates of Government grant, forecast Council Tax increases and estimated increases in take-up of support, our best estimate currently is that there could be an additional shortfall of £0.6m in 2013/14, rising to £1.6m in 2014/15 and £2.1m in 2015/16. The Council will therefore have to consider in agreeing a Council Tax support scheme, how any shortfall between the cost of the scheme and the grant received will be funded. The rest of this report will consider the main options available to the Council.
3.7
The Council has published a draft scheme and consulted with major precepting authorities      (Police and Fire Authorities).  The Council is currently consulting with such other persons it considers likely to have an interest i.e. Council Tax payers, Voluntary Organisations, other advisory bodies, businesses, existing Council Tax Benefit claimants, and prior to its introduction.  The consultation period ends on the 5th October 2012 and results from this exercise will be reported to Cabinet on the 12th November 2012.
3.8
The Council is consulting on the following draft scheme proposals:

2013/14

Adopt the existing Council Tax Benefit scheme rules in the first year and fund the additional shortfall of £0.6m from Council budgets, accepting the risk of increased take-up and changes in claimant numbers.
This will provide the Council with the opportunity to gather richer demand and caseload data as well as to understand the impact on customers of other welfare reforms such as Universal Credit.  
 2014/15

Use the existing Council Tax Benefit rules but implement some changes to the scheme as well as an across the board reduction so that all working age customers pay something towards their Council Tax. 
The level of across the board reduction required in 2014/15 would be around 13.3%, subject to any protection that Members may wish to apply to any specified vulnerable groups.
Findings from the consultation exercise in 2012 will inform decisions about protection for vulnerable customers.

This approach would enable the costs of the scheme to be kept within the budget as set out in the Council’s Medium Term Financial Strategy, accepting the risk of increased take-up and changes in claimant numbers

Changes to be implemented to the scheme, under this recommendation, are:

· Claims only paid with effect from date of receipt

· Removal of Non-dependent Deductions exemption for claimants with Disability Living Allowance

· Council Tax payable with Capital of £3k or more

· £2/week minimum level of Council Tax Support 
This will enable the Council to provide support whilst keeping within the available budget and will provide time to design a bespoke scheme for Calderdale to reflect local need.  

2015/16 onwards
A new transparent, simple scheme keeping within budget.

4.
Localised Welfare Assistance
4.1
The Social Fund was established under the Social Security Act 1986. It is currently administered by Jobcentre Plus and provides interest-free loans, grants and payments through both a regulated scheme and a cash-limited discretionary scheme. The Fund was designed to help people meet exceptional costs that were difficult to budget for out of mainstream benefits. Since this introduction Social Fund has become increasingly complex to administer, open to misuse and very costly.
4.2
From April 2013 the Welfare Reform Act 2012 abolishes the Discretionary Social Fund scheme administered by the Department for Work and Pensions and gives local authorities responsibility for designing and administering a new local scheme to replace Community Care Grants and Crisis Loans for general living expenses.

4.3 
Payments on account will continue to be administered by Jobcentre Plus and Local Authorities will administer the replacement for Community Care Grants and Crisis Loans for general living expenses.  It is intended that Local Authorities will be able to deliver this element of the service more effectively, tailoring it to local circumstances and linking it to other support services, to ensure funding is only targeted at genuine need. 

4.4
Localising Welfare Assistance is also part of the wider policy of decentralisation, giving councils increased financial autonomy and decision making and a greater stake in the economic future of their local area.  The Government believes these services can be more effectively run locally where they are linked to other support services to ensure funding is only targeted at genuine need. 
Community Care Grants
4.5 
Community Care Grants are non-repayable grants awarded for a range of expenses including household equipment. Eligibility is conditional upon the claimant being in receipt, or imminent receipt, of one of the following income-related benefits:

· Income Support
· Income Related Employment and Support Allowance
· Income Based Job Seeker’s Allowance
· Pension Credit

These grants are primarily to help vulnerable people live an independent life and to complement, but not replace, other specialist care support provided by Local Authorities. 

4.6 
There is some evidence that claimants apply for items that they are likely to receive an award for, rather than applying for items that they need. This is indicated by the high volumes of applications and awards for a limited number of household items. It is believed that moving to a more responsive and less rigidly applied system would help to focus resource on real need. 
4.7    Crisis Loans

4.8
Crisis Loans are interest-free loans available to anyone (whether on benefit or not) who cannot meet their immediate short-term needs in an emergency or as a consequence of a disaster. Repayments are made directly from benefit where possible. Separate arrangements are made for people not in receipt of benefits. 

4.9   The Crisis Loan scheme has two distinct periods – before and after 2006.     During the years up to 2006 take-up was relatively steady at around 1 million awards a year at a net cost of under £100 million a year. Since 2006/07 and the national introduction of a Freephone telephone application service, demand and expenditure have risen year-on-year to £229 million in 2009/10. 

4.10 
The Department for Work and Pensions could not afford to fund the year-on-year increase in Crisis Loan awards from 2006 from the established cash-limited loans fund which relied upon the recovery, and therefore recycling, of loans money to continue with new provision. This meant that additional cash injections were needed for each of the years from 2006-07 to 2010-11. During this five year period a total of £473.4 million was added to the Social Fund. Forecasts completed in autumn 2010 to inform funding decisions for the current spending review period (SR10) showed continuing upward pressure on the Crisis Loan scheme. Forecasts indicated that further additional cash injections of around £757 million would be needed to meet the increase in Crisis Loan demand over the four years of the current spending review period. 

4.11
The Government has stated its commitment to bring demand back under control before local authorities in England and the administrations in Scotland and Wales take on responsibility for providing the new local welfare assistance.  On 3 March 2011 the Minister for Pensions announced three changes to the Crisis Loan scheme that came into effect from April 2011. These policy changes will be closely monitored over the coming months to make sure that they are having the desired effect. If necessary they will be supplemented with further policy changes to ensure the continued availability of Budgeting Loans. The three policy changes are:

· Ending Crisis Loan payments for items except following a disaster
· Paying at 60% of benefits rate rather than 75%
· Limit of three awards for living expenses in a rolling 12 month period
4.12 By implementing these measures the Government expects to reduce current demand to the equivalent to 2005/6 levels before April 2013.  

4.13
The Council has gathered information in relation to expected outcomes and is now in the process of preparing a number of options for a new scheme.  These options will be presented to Members in due course.

Appendix 1 –
 Welfare Reform Forward Plan and Timeline

Appendix 2 – 
Summary of Housing/Council Tax Benefit Changes and Timescales

Appendix 3- 
The Impact of National Welfare Reforms on Calderdale 2011-2017
Appendix 4 - 
Case studies

Appendix  5 – List of Local Authority

5. Issues for Discussion
5.1
The welfare reform agenda is predicated not only on a reduction in cost and desire to incentivise work, but also a significant behaviour shift in welfare claimants, both those in work and those who are not.

5.2
The core issues are outlined in Appendix 3 in a paper prepared by Calderdale Citizen Advice Bureau.  They are as follows:

· £20.5 million will be taken out of Calderdale’s economy with a requirement to create just over 2,000 jobs at just above minimum wage level to ensure no negative impact

· Implementation coincides with a reduction in advice services funding due to an end of specialist grants in relation to legal aid

· Universal Credit will be paid to a single individual within the household once a month which will require shifts in behaviour in relation to household budgeting

· There is an assumption of ‘digital by default’ with customers moving from phone and face to face to the internet.

These issues and the recommendation in Appendix 3 may present a start point for the panel to consider.
	For further information on this report, contact:

	Yvonne M Kear
	Revenues and Benefits Service Manager

	Telephone
	01422 393633

	E-mail: 
	Yvonne.kear@calderdale.gov.uk

	

	


Appendix 1
[image: image1.png]Welfare Reform Forward Plan

Universal Credit demos to start []

Universal Credit end of design period ]

Universal Credit regs laid before Parliament |

Uiversal Credit Pathfinders to start ||

Council Tax Support phase 1

Registered Social Landlord size criteria
Disabiity Living Allowance conversion to Personal..

Benefits Cap

|
OO OO

Crisis Loans and Cummunity Care Grants abolished

New out of work applicants to claim Universal Credit O

Council Tax Support phase 2

[
New Tax Credit applicants to claim Universal Credit eﬂ
Exisiting HB claimants migrated to Universal Credit [

Pension Credit cases to migrate to Housing Credit

Council Tax Support phase 3





Appendix 2

Welfare Reform - Summary of Housing/Council Tax Benefit related changes

Key to abbreviations:

CTB - Council Tax Benefit


HB - Housing Benefit


           

LHA - Local Housing Allowance

SAR – Shared Accommodation rate

UC – Universal Credit
	
	Date(s)
	Details of the change
	Effect of change

	1
	Jan 2012 to Dec 2012


	Customers will lose their LHA transitional protection for the 5 bedroom rate which was abolished in April 2011 and will be restricted to 4 bedroom rate of LHA.


	There are currently 20 customers who will lose an average of £14.00 per week housing benefit.

A personalised letter was sent to all customers affected making them aware of the change and how they would be affected.

 

	2
	Jan 2012 to Dec 2012

.


	Customers will lose their LHA transitional protection when moving from the median (average) to the 30th percentile of local market rents.


	There are currently 1346 customers who will lose an average of £5.00 per week housing benefit.

A personalised letter was sent to all customers affected making them aware of the change and how they would be affected.



	3
	Jan  2012 to Dec 2012
	The age threshold for the LHA shared accommodation rate (SAR) will rise from aged 25 to 35.

	Most new customers aged under 35 in the private rented sector will be paid a maximum of the shared accommodation rate even if they live alone (January 12 rate is £57.69).
Existing customers will move to the shared accommodation rate when their transitional protection ends (Jan 12 to Dec 12) or upon their anniversary date (Apr12 to Dec12). There are approximately 400 customers that may be affected by this change. 

A personalised letter was sent to all customers affected making them aware of the change and how they would be affected.



	4
	April 2012
	LHA  rates frozen for 12 months and will no longer be reviewed every month by the Valuation Office Agency.
	LHA rates have remained static over the last 12 months, therefore private sector landlords are aware of the rent levels they can anticipate to receive through LHA.



	5
	April 2012


	Increase in non-dependant deductions to reflect the rates they would be had they not been frozen in 2001. The first increase was made April 2011.

CTB

Category

2010
2011

2012

A

£6.95

£8.60

£9.90
B

£5.80

£7.20

£8.25
C

£4.60

£5.70

£6.55
D

£2.30

£2.85

£3.30
HB

Category

2010
2011

2012

A

£47.75

£60.60

£73.85
B

£43.50

£55.20

£67.25
C

£38.20

£48.45

£59.05
D

£23.35

£29.60

£36.10
E

£17.00

£21.55

£26.25
F

£7.40

£9.40

£11.45

	A reduction/total loss of HB and/or CTB for households where there is another adult in the property such as grown-up children, elderly parents or siblings where a non-dependant deduction is being made.  

All customers were notified of their new levels of deduction when benefits year end was run.

	6
	April 2013

	A maximum cap will be imposed on the amount of benefits a household can claim. This is expected to be:

· £500 per week for couples and lone parents

· £350 per week for single people.


	This change will be administered by local authorities.  Circulars have been issued to LAs about this is expected to work.



	7
	April 2013


	Working-age social housing tenants who occupy a larger property than the family size needs will have their HB restricted dependent upon the number of spare bedrooms they have. 


	The level of Housing Benefit will not meet the rent liability of social rented sector tenants. The impact will be assessed when the details of the restrictions are known.

	8
	April 2013


	LHA rates to increase by the Consumer Price Index rate of inflation in line with all other welfare benefit uprating, rather than in line with local rent rises.


	Private Sector Landlords will be aware of LHA levels when letting to new tenants and considering rent increases for existing tenants.



	9
	April 2013


	CTB abolished and replaced by a localised Council Tax Support scheme.
	A new localised Council Tax Support scheme will need to be designed and approved. There will a 10% reduction in funding which will need to taken into consideration when designing the scheme.  

All existing CTB customers will need migrating to the new localised scheme.

A project team has been set up to consider the financial implications and design the local scheme options for cabinet approval.
This has been done and is currently going through consultation.


	10
	April 2013


	Discretionary Social Fund abolished, replaced in part by a new local service administered by the Council to replace Community Care Grants and Crisis Loans for general living expenses.


	Indicative levels of funding are £440K. 

A project team has been set up to design the local scheme options for cabinet approval.

 

	11
	April 2013


	Local Authority Benefit Fraud Investigation Teams to operate under the Single Fraud Investigation Service powers, policies, processes and priorities.
	The Department for Work and Pensions is currently undertaking a complete financial impact assessment as to how this will affect Local Authorities.



	12
	October 2013 to 2017


	UC will be introduced, incorporating HB for working age customers. 


	The number of working age new claims for HB will reduce but the Council will remain responsible for administering legacy claims until they migrate to UC.  



	13
	October 2014 to 

October 2017


	Pension age customers receiving HB will start to migrate to a modified Pension Credit scheme which will be administered by the Pension Service.


	The number of pension age HB claims currently administered will gradually reduce until fully migrated.



Appendix 3

The Impact of National Welfare Reforms on Calderdale 2011-2017
Summary 
The welfare reform agenda in 2011-2017 from government will combine with unexpectedly austere economic conditions and associated cuts to the voluntary sector and legal aid. Thousands of existing Calderdale welfare claims will be converted to a new super-benefit namely Universal Credit, with many existing payment levels being reduced, and all capped at £500 per household per week.
At the same time, the reassessments in incapacity benefit will continue, alongside a new benefit the Personal Independence Payment, designed to replace Disability Living Allowance and with a stated aim to reduce costs in this area by 20%.

An estimated sum of £19.9 million pounds per year, will be lost from the local economy by 2017. Large family households, headed by a lone parent, will face considerable pressures. The effects will be economically felt much wider than just the claimants’ households.   If the  £0.6m estimated loss as a result of the Benefit Cap is added to this figure ( The latest data from the DWP estimates that an average of £73.59 per week will be lost by 157 households in Calderdale alone) then Calderdale’s loss will rise up to £20.5 million.
Recommendations – Summarised
Recommendations are listed in full at the end of this paper. Principal themes amongst them are:
· The need to see the welfare reform programme alongside other relevant economic factors, such as future financial fragility in the mortgaged sector.
· Creation of a working forecast of all the forthcoming factors, which can better inform different agencies in planning for and reacting to events, and creating new mitigation plans.
· Identifying particularly vulnerable groups, such as workless lone parents with a large family in a heavily mortgaged property.
· Asking the private sector firms delivering the prevention agenda contracts to join in partnership work.
· Identifying which voluntary sector resources need defending and supporting.

· Review of funding for advice and support services, especially relating to welfare benefits and debt, in the light of these changes.

1.0 Background
Government is committed to transformative welfare reform, to change behaviour and deduct £18 billion from the cost of the welfare bill within 4 years. A quarter of UK public spending today (13% of GDP) is on welfare, although 40% relates to pensioners who have been comparatively protected, at least in this stage of the changes. There is widespread public support for these cuts and largely cross-party agreement. The familiar, if complex, benefits system redesigned by Norman Fowler in the mid 1980s, and variously adjusted by Labour administrations, will be transformed around these driving themes:

· Stronger work incentives (to make work pay and redefine claiming welfare as a temporary status)

· Responsible life choices (especially the size of family when claiming)

· Support for pensioners and those “genuinely” incapable of work, but less so for many other groups
New legislation has survived a contentious parliamentary passage and will soon replace a plethora of current mainstream benefits (such as Housing Benefit) with one simplified “super benefit” (Universal Credit, UC) starting in October 2013, for claimants who are in or out of work, or moving between. The benefits being abolished are currently supplied by Local Authorities and civil service agencies. This scale of change is ambitious under any circumstances, but set against a double-dip recession, high unemployment, a weakened voluntary sector and lowered future growth forecasts, it is an unprecedented programme.  

In the USA, somewhat similar policy changes, starting in 1996, have cut welfare claims by 58%, but in doing so created sub cultures of people who simply fell out of the system, including a category described as “floundering mothers” 
who cannot keep in work but are simultaneously debarred from claiming state aid, resulting in controversial policy debates about the many children affected by such complex household consequences.
Its likely that the changes will have a negative impact upon child poverty in Calderdale The percentage of children in poverty in Calderdale has improved by 1.1 percentage points between 2007 (21.0% - 9660 children) and 2008 (22.1% - 10,085 children) against an England improvement of 0.7 percentage points.
	Year
	Number of children in child poverty in Calderdale
	Percentage of children in child poverty in Calderdale
	Percentage change from previous year
	England percentage
	Percentage change from previous year

	2007
	10085
	22.10%
	 
	21.60%
	 

	2008
	9660
	21.00%
	-1.10%
	20.90%
	-0.70%

	2009
	9995
	21.30%
	0.30%
	21.30%
	0.40%

	2010*
	8940
	 
	 
	 
	 


*DWP data only.
2.0 Current Position
Welfare change issues only
The following figures are based Calderdale Council's current live benefit caseload of 22,300 claimants, there will be other non HB/CTB customers that also receive some of the benefits below that we do not know about so they are minimum numbers affected by the changes in Calderdale. 
In Calderdale there are well over 11,900 live claims to be changed into UC over a 4 year period: Housing Benefit (11,700), Income based JSA (3,300) other out of work benefits (Income Support 4,100, Employment and Support Allowance 1,900 = 6,000 in total), plus Working Tax Credit and Child Tax Credit are received by 2,600 (HB/CTB customers are in receipt of Tax Credit of Calderdale’s families. Each year even more customers start and stop claims. UC will be applied for by digital default (online) and paid one month in arrears to a bank account. It will be administered by a remote national agency rather than local offices. Direct payments to landlords will cease, meaning the concept of an “earned monthly wage”, with all the responsibilities for the household, is created. In a recent DWP guide it was stated that, until they get a job, a claimant’s job is to get a job.
Because of the scale of the changes there will be 4 years where de facto 3 different welfare benefits systems co-exist: those already on UC, those still on the legacy benefits package, and those waves of claimants in transition. Alongside this is a parallel change from Disability Living Allowance (DLA) into the newly stringent Personal Independence Payment. This will require a fresh claim for all of the existing disabled DLA claimants in Calderdale (2,300 of these claimants are also on DLA). Cuts were made to Housing Benefit in 2011, and more are now occurring. There is also a new Benefit Cap of £500 per week per household. 
What are the wider consequences of these changes? Housing Benefit (HB) is in reality a rent subsidy which funds landlords. In Calderdale the housing supply is 53% (6,228) private-sector landlords and 47% (5,554) the main Social Housing provider. Rent arrears are expected to grow as some claimants cannot or will not make up the shortfalls caused by HB reductions. 
The Benefit Cap is a fixed ceiling on all household welfare income, irrespective of family size. Early government estimates predict circa 70,000 households will be affected at an average loss of £83 weekly from April 2013. Nationally 56% are in the private rented sector, 69% have more than 3 children and 52% are lone parents. (latest figures supplied by the DWP suggest that there will be 157 households affected in Calderdale with an average loss of £73. 59 per week. 92% are in the private sector). This measure alone equates to a £600k loss from the local economy.

DWP staff work to “vulnerability” triggers but need claimants to engage, and are not knowledgeable about housing stock quality or local rent issues. 
Economic background issues

A fair wind does not exist for welfare reform:

· Youth unemployment is high and inadequate numbers of good jobs exist to move claimants into 

· Flat wages are being eroded because of rising costs of living

· Fuel and food inflation is especially high

· Increasingly bold marketing of “pay day loans” at extortionate interest rates (4000% APR from one popular mainstream company) are flourishing, and local CAB evidence suggests a growing trend

Other more currently favourable phenomena will drop away:

· There is a small temporary effect of PPI claims (for mis-sold payment protection insurance) coming back to local people.

· The standard variable rate of mortgages has been held low for 3 years, offering up to £250 a month interest relief on an average priced Calderdale fully mortgaged property of c£100,000 – this could end in 2013/14, and if only 10,000 properties were affected this could still drain £36million pa from the Calderdale economy.
· Cuts of freely available discrimination casework in 2012 and to Legal Aid in January 2013 will remove all publicly funded assistance to low income households in the subjects of discrimination, employment and welfare benefits law, and most debt advice too; the cuts have been opposed because £1 spent on legal aid is reliably estimated to save at least £4 to the tax payer. This means 1,400 fewer cases to be run in Calderdale (and 15 key jobs lost at the CAB). Vulnerable peoples' benefits will be cut, at the same time as removing peoples' ability to challenge incorrect decisions.

· A particular concern lurks concerning owner occupied housing stock in future and the number of children in households accepted as homeless: 
· it is widely forecast that a rush of mortgage repossessions will occur at the end of the downturn, as the national economy and housing market recovers, and interest rates rise, but unemployment lingers locally. Repossession figures for Calderdale postcodes to date for 2007 to 2010 inclusive have declined since 2007. This shows how effective the post credit crunch support responses have been locally (the MRS, CAB and Council activity), plus mortgage lenders not viewing repossession as attractive in a depressed market, and the protective effect of the low Bank of England led SVR. In 2012 the CAB continues to advise over 200 households annually with serious mortgage debt, once that SVR changes, all of these recently stabilised cases unravel afresh, and simultaneously.

Prevention services

One of the hopes of the government agenda is a real appetite for prevention work, and the use of bank levy money (“polluter pays”) to fund a national debt advice scheme (rather than tax payer income) is a long overdue reform. The heavily funded Work Programme and Troubled Families schemes also seek to combine to reduce obstacles to job hunters or families on welfare and the new Money Advice Service offers basic guidance on financial planning and awareness.

Big Society

Another government ambition was to stimulate more local and informal sources of micro help and mutual support for those in communities. Unfortunately, due largely to other central government cuts, all of the recognised voluntary agencies in Calderdale able to help with the welfare agenda are today in a worse state than they were in 2010. The CAB will lose 40% of its funding and 20 (half) of its paid staff in the next 18 months, due to 4 national schemes ending. The key driver is the end of Legal Aid funding which will remove CAB's ability to complete complex casework and court representation, removing most of its specialist casework funding. The new 3 year Council Contract focuses on a wide spread of generalist advice across Calderdale.

Summary of current position and key concerns 

The scale of the welfare reforms, set against an austere economic outlook, as yet unproven prevention services, and rapidly deteriorating traditional sources of assistance, suggest that something in the region of £20.6 million of year on year combined welfare cuts and economic strains could be felt in the Calderdale economy up to 2017. Amongst these are some emerging and especially local vulnerability issues:

· Lone parents, usually women, with low skills in larger households, especially with younger children

· Claimants for whom digital benefit applications and onerous conditionality obligations (90 minutes travelling to work) are problematic

· Those who are unaware of or do not access support services and are not flagged as vulnerable

· Those (from many backgrounds) who may become newly mentally unwell under the storm of negative pressures (such as spiralling debts and personal isolation)

· Some younger adults from BME backgrounds already consistently show up as exceptionally vulnerable to personal indebtedness in CAB data 

· It is possible to forecast some families who will be exceptional losers under the changes: a workless lone parent with over 3 children in a heavily mortgaged property on the SVR could face both the worst of welfare cuts and the worst of the economic situation, and find less local support than ever before.
3.0 Way forward 

In a nutshell, it’s all going to happen. The questions are therefore not really about if and when, but exactly what tangible effects will occur in Calderdale. Based on the USA experience, current government timetables and unavoidable forecasted UK factors (like the national economic situation) the following expectations are presumed:

· The majority of Calderdale claims (from a lesser number of local people) will adequately convert to the new welfare era, some less comfortably than others, although a higher proportion of rent arrears cases will result as landlords seek to reclaim unpaid rent.
· Some households will lose over £4,000 p.a. via the Benefits Cap, many being lone parents and/or with larger families.
· Less will be spent in the local shops and economy.
· From 2013/14 there could well be a rise in repossessions and more households presenting as homeless.
· A large number of extra enquiries will be brought to advice agencies, which will have less capacity to run legal casework.
· Stress and mental wellbeing issues will increase to some degree across many groups.
· A hard to quantify rise in destitution and homelessness will occur for some vulnerable groups.
· A few harrowing cases will appear in the media, and increased lobbies will emerge from campaign and faith groups, but overall public support and political agreement for welfare reform remains strong.
· Pockets of small-scale protest and anger may occur, for instance bailiffs at work being rebuked by local people.
· Modest re-compaction of households, principally young adult people moving “back home”.
· The Local Authority will have greater overall responsibilities but little local control over the private sector prevention service contractors.
· Child poverty is likely to creep higher, at least in the medium term, and safeguarding concerns may remain high.
· Some increased disrepair as landlords’ income wanes and some mortgaged landlords are themselves repossessed, cascading unwitting tenants into homelessness.
4.0 Recommendations – specific 
1 Assess the total loss of income to the city from all causes until 2017.
2 Estimate where these losses will have an affect (ie by neighbourhood, or retail sector).
3 Create an overall narrative for planning purposes, a “Calderdale Way”, that is broader than currently emerging agency by agency knowledge.
4 Arrange for DWP officers to liaise on the Benefit Cap with LA officers who possess intelligence on neighbourhoods, vulnerability and housing stock/rent levels.
5 Seek defined partnership engagement from the private firms delivering new prevention contracts (Work Programme).
6 Consider a standing reference group for multi-agency practitioner level officers to co-ordinate intelligence flows, including soup kitchens, landlords and advice agencies alongside senior officers.
7 Access research evidence on the USA changes and mental wellbeing effects as “behaviour change” is exerted on populations.
8 Investigate popular “living on a budget” skills options – repairing your home, cooking for a family – with a view to social media cascading.
9 Consider the new “local social fund” being linked to social prevention systems.
10 Discuss an extended local Mortgage Rescue Scheme facility, unless a national scheme is made available.
11 Identify key Big Society agencies/functions that must be protected.
12 Prepare some evidence-based and effective new schemes to mitigate against vulnerable groups failing to seek advice and support, for example the “advice in maternity pathway” pilot.

13 Learn lessons from previous changes to the benefits system in ESA50 October 2010 and commission support services on the back of this learning..
Ends RD Sept 2012.
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Appendix 4
Case Studies for Welfare Reform
Proposed Maximum Capital Limit reduced to £3000

Question:
Miss A is a lone parent with two children under 5 and is working.  She receives a low income from wages and has savings of £4000.

Miss A lives in a privately rented house and receives Housing Benefit to help pay her rent.  The property is a Band E property for Council Tax and the annual charge is £1723.10.

Her weekly Council Tax liability is £33.05 and she receives £33.05 in Council Tax Benefit, which means she currently pays no Council Tax.

What would happen under the proposed new rules if the maximum capital limit reduced to £3000?

Answer:
Under the proposed Council Tax Support scheme from April 2014 the maximum capital allowed will reduce to £3,000.  Miss C will continue to receive £33.05 in 2013/14.  In 2014/15 Miss C will have to pay £1723.10 annually towards her Council Tax under the proposed scheme. This equals £33.05 each week or £143.59 monthly.

Personal Independence Payment (PIP)

Question:
Mr and Mrs B have no children.  Mr B is disabled and receives £72.40 Disability Living Allowance (middle rate care and low rate mobility); this amount is disregarded for their Council Tax claim.  Mrs B is self employed and earns £67.14 self employed earnings (no tax or national insurance, but we can disregard £37.10 of her earnings) plus £125.86 Working Tax Credit. 

They live in a band A property for Council Tax and the annual charge is £939.88.

Their weekly Council Tax liability is £18.03 and they receive £17.79 in Council Tax Benefit, which means they currently pay 24p each week towards their Council Tax or £1.04 monthly.

How much Council Tax Benefit will they receive if Mr B does not qualify for the new Personal Independent Payment (PIP)?

Answer:
The rules to qualify for Personal Allowance Payment are more rigorous than under the Disability Living Allowance rules, it is therefore likely that from April 2013 less people will qualify for Personal Allowance Payment than for Disability Living Allowance. 

If Mr B did not qualify for the Personal Allowance Payment from April 2013 they would receive £7.14 Council tax benefit each week instead of £17.79.  This means they will have to pay £10.89 each week or £47.19 monthly.

Registered Social Landlord under occupancy rules

Question:
Mr and Mrs C live with their two daughters aged 8 and 11 in a three bedroom property. Their joint income is Income Support.

They live in a Registered Social Landlord (Housing Association) property and are charged £95.00 per week for which they currently receive full Housing Benefit of £95.00 per week.

How much Housing Benefit will they receive when the new under occupancy rules for working aged customers living in a Registered Social Landlord property are introduced?

Answer:
From April 2013 the size criteria for their household is two bedrooms; one for the couple and one for the daughters (as they are of the same sex and aged under 16). As they live in a three bedroom house they are deemed as under occupying by one bedroom.

This means that their eligible rent charge is reduced by 14% and they will only receive Housing Benefit of £81.70 per week.

Maximum Benefit Cap

Question:
Mr and Mrs D have four children.  They receive Child Benefit £60.50 per week (disregarded), Carers Allowance £58.45 per week, Child Tax Credit £219.96 per week and Employment Support Allowance (Contribution based) £71.00 per week. 

They live in a privately rented home and receive £125.00 Housing Benefit.

How will the benefit cap affect them?

Answer:
They are currently receiving £534.91 in benefits weekly; when the £500.00 per week cap is applied their Housing Benefit will be reduced by £34.91 per week.

From April 2013 their Housing Benefit will be £90.09 per week.
Social Fund Reforms – Welfare Assistance

Question: Miss M is a lone parent with 2 children under 5 receiving Income Support. Her cooker has broken and is unable to provide warm meals for her children. A budgeting loan is unavailable from the DWP and she requires emergency assistance.

What can she do?

Answer: Miss M will ring the Contact Centre where an advisor will complete an application for emergency living support. An income and expenditure assessment will be undertaken and the customer asked to provide a quote for repair. If repair/replacement is approved a figure of financial support will be provided to enable the customer to organise repair/identify a suitable replacement within budget constraints. This cost will be met by the Welfare Assistance fund and no cash will be involved.      

Appendix 5

Universal Credit Pilots

Twelve councils have been named as pilots for Universal Credit:

· Bath & North East Somerset Council
· Birmingham City Council
· Caerphilly CBC
· Dumfries & Galloway Council
· Lewisham LBC
· Melton & Rushcliffe BCs (partnership)
· Newport City Council
· North Dorset DC
· North Lanarkshire Council
· Oxford City Council
· West Dunbartonshire Council
· West Lindsey DC
Pilots will also be run by Oldham and Wigan MBCs as part of the universal credit pathfinder in which they are been involved since April.
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� � http://www.brookings.edu/research/papers/2001/01/01poverty-haskins02 "Floundering Families"
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