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The impact of Welfare Reform in Cumbria
Update - January 2014
Summary
The Government’s has started implementation of a large scale programme of welfare reform with a number of major changes being introduced in April 2013. The impact of these reforms is being closely monitored. The impact in Cumbria to date, based on the available information, is summarised in this update.
The headlines are:

· Overall numbers of working age benefit claimants are reducing in Cumbria

· 4743 households in Cumbria have been identified as ‘under-occupied’ under the Housing Benefit social sector size criteria leading to a reduction in Housing Benefit received

· Local housing associations are reporting that those affected are seeking to move to smaller properties resulting in young people looking for 1 bedroom properties being ‘squeezed out’ 

· 10,500 families in Cumbria have ceased to claim Tax Credits following changes to income thresholds introduced in April 2012
· 22% of Incapacity Benefit / Employment and Support Allowance claimants reassessed have been identified as ‘fit for work’

· Recently introduced jobsearch requirements for jobseekers has resulted in an increase in demand for online access and support across Cumbria

· Local organisations are reporting increased numbers of people presenting with high levels of anxiety and distress as a direct result of changes to benefits

· Local organisations are also reporting increased demand for advice and guidance services, food banks and, payday loan services as a result of welfare reform
· Leaders in Cumbria have commissioned the Cumbria Third Sector Network to undertake a Commission on welfare reform to take evidence from organisations and individuals on their experience of welfare reform in Cumbria. The Commission is scheduled to report in summer 2014
1.0
National Policy Context

1.1
A number of significant welfare reforms are currently in the process of being implemented. These include the continuing re-assessment of all claimants receiving Incapacity Benefit. Some claimants qualify for the replacement Employment Support Allowance, some for no benefit at all, and some for other benefits, e.g. Jobseekers Allowance.

1.2
In April 2012 changes to Tax Credit thresholds were made which increased the minimum working hours threshold for Working Tax Credit claimants and reduced the maximum income threshold for Child Tax Credit claimants. In addition, the income disregard for increases in income in the Tax Credit calculation has been reduced from £25,000 in 2011 to £5,000 with effect from April 2013. Some elements of Tax Credit payments are frozen for 3 years from April 2011.

1.3
From April 2008, changes to Housing Benefit for private sector tenants were introduced – renamed Local Housing Allowance – including eligible rent levels set at the median for the area (note: this was reduced to the 30th percentile with effect from April 2011), size criteria, and a shared accommodation rate introduced for single claimants aged under 35.

1.4
In November 2012, as part of the Jobseekers Commitment, the government introduced requirements to undertake jobsearch activities through the online Universal Jobmatch service.

1.5
A number of changes were introduced from April 2013. These were:

· Size criteria for the payment of Housing Benefit in the Social Housing sector – this means that where a claimant is determined as under-occupying the property by one bedroom benefit is reduced by 14% (and reduced by 25% if determined as under-occupying the property by 2 or more bedrooms)

· The replacement of Council Tax Benefit for working age claimants by Local Council Tax Support Schemes

· The abolition of Social Fund Crisis Loans and Community Care Grants and the introduction of Local Welfare Assistance Schemes

· A 1% cap on the annual uprating of a number of working age benefits

· Personal Independence Payment for new claims began roll-out in pilot areas in the North of England for those aged 16-64 who have previously claimed Disability Living Allowance

· The Household Benefit Cap of £500 per week began roll-out

· Universal Credit for new claimants began roll-out in 2 pilot areas
1.6
Universal Credit is a single benefit paid both in and out of work to eligible claimants and paid in a single monthly payment. It will replace:

· Income Based Job Seekers Allowance

· Income Support

· Income-related Employment and Support Allowance

· Housing Benefit

· Child Tax Credit 

· Working Tax Credit

1.7
The roll-out of the Household Benefit Cap across the country was completed at the end of September 2013.

 1.8
The roll-out of Personal Independence Payment is continuing. PIP replaces Disability

Living Allowance for working age claimants; however, claimants are not automatically transferred but invited to make a claim for PIP. PIP has two components (Daily Living and Mobility) with two rates each (standard and enhanced). DLA also has 2 components but has 3 rates under it’s Care Component – it is the equivalent of the lowest DLA Care Component rate that is not included in PIP. 

 1.9
There will be 500,000 less PIP claimants by 2015/16 than there would be under working 
age DLA, according to the Government impact assessment. The government forecasts savings of £2.24 million from the introduction of PIP. This is 20% less than the forecasted spend on working age DLA.

1.10
The roll-out of Personal Independence Payment is continuing. From 28th October
2013 PIP was rolled out to some existing claimants in some parts of the country. These are claimants who are turning 16 years old, or with a fixed period DLA award due to end, are reporting a change of circumstance, or are ‘self selectors’ who choose to claim PIP. All existing working age DLA claimants will need to apply for PIP from October 2015. The full roll-out of PIP is expected to be completed by March 2018.

1.11
Universal Credit for new claimants was rolled out to Jobcentres in Hammersmith 
from 28 October 2013. The full roll-out of Universal Credit is currently scheduled to be   completed in 2017 and a digital by default approach will be taken to the claim process meaning that most people will be expected to make and manage their Universal Credit claims online. However, a review of the implementation of Universal Credit is currently being undertaken within Government.

1.12
DWP has also implemented reforms to the benefits appeals and sanctions procedures. 

The appeals reform means that claimants have to request a reconsideration by DWP before a formal appeal can be made to Her Majesty’s Courts and Tribunal Service (HMCTS). Appeals now have to be made direct to HMCTS rather than via DWP.

1.13
A reformed sanctions regime has been put in place in respect of Jobseekers Allowance. 

The reforms include 3 levels of sanctions ranging from withdrawal of benefit for up to 13 weeks, up to 156 weeks (for a third highest level sanction).

1.14
A Universal Credit Local Support Services Framework has also been published which

sets out the Government’s expectations on local organisations to work together to support claimants, particularly the most vulnerable, through the transition process.

1.15
The Framework places a requirement for local organisations to have an agreement in

place on support services in respect of:

· Triage, information and signposting

· Identifying the vulnerable who may need alternative arrangements

· Assistance with the online claims process

· Money management and budgeting advice

· Into work support, and support for those in work to increase their hours (if part-time) and earnings

1.16
Modified Pension Credit is due to be rolled out for pensioners with children from October 2014. However, modified Pension Credit as a replacement for Housing Benefit for pensioners will roll-out form 2016.
1.17
A single tier pension will be introduced for those reaching state pension age after 6th 

April 2016. Current state pension rules will continue to apply for those reaching state pension age before 6th April 2016. The single tier pension will provide an income of above the Pension Credit standard minimum guarantee for all those who meet the minimum qualifying period (National Insurance Contributions of over 7 or 10 years – yet to be confirmed).
2.0
The Impact of Welfare Reform on Households in Cumbria 

Overall
2.1
The available data is not demonstrating large scale impacts of the changes to benefit implemented since 2010 at this stage. However, key sets of data are not yet available for the period since the significant package of changes was implemented in April 2013, and implications for families could take some months to result in measurable changes, e.g. in arrears, or eviction. However, anecdotal information from services across the county demonstrate increased need for advice and support in response to anxiety, and times of crisis resulting from issues such as a Jobseekers Allowance sanction.

2.2
Overall numbers of working age benefit claimants and of low income households (income under £10,000 a year) in Cumbria are continuing a trend of falling. In May 2013 there were 40,890 working age benefit claimants in Cumbria – 3,960 of these are claiming out of work benefits.

2.3
Unemployment is also continuing to fall in the county. Only Barrow’s Jobseekers Allowance claimant rate is higher than the national rate (3.2% v 2.9%). However, rates of longer-term unemployed (for more than a year) are not falling at the same pace. Rates of youth unemployment are also not falling at the same pace as the adult rates. Rates of young (aged 16–24) JSA claimants in Barrow (6.2%), Allerdale (4.7%), and Copeland (5.4%) are above the national average.

2.4
Numbers of job vacancies in the county are increasing. The highest numbers of postings are in the human health sector and food and beverage services.

Housing Benefit

2.5
The latest figures in respect of housing association tenants identified as under-occupying their property as a result of the introduction of the size criteria in April 2013 are:

· Allerdale – 1402

· Barrow – 242

· Carlisle - 1034

· Copeland – 1347

· Eden – 238

· South Lakeland - 480

2.6
This totals 14.9% of the number of households in the social rented sector in Cumbria (ONS, 2011 Census). Complete data on levels of arrears and evictions across all social housing providers in the county is currently not available. However, data collected from some providers up to August 2013 does not demonstrate a significant increase in levels of arrears or evictions since April 2013.
2.7
Some local Housing Associations are reporting increased numbers of empty larger houses since the size criteria was introduced; and that those affected are seeking to move to smaller properties resulting in young people looking for 1 bedroom properties being ‘squeezed out’ 

2.8
Evictions with causal factors including a reduction to housing benefit for ‘under-occupation’ would not be expected to be realised within these timeframes. Significant rises in arrears could have been expected within these timeframes; however, affected tenants could be absorbing the additional rent payments. It is widely predicted that over the next 6 months numbers in arrears will increase as affected tenants find it increasingly difficult to absorb extra costs.

2.9
There are a range of services for those experiencing hardship resulting from this change. In particular, the Government has provided additional funding for 2013/14 and 2014/15 to District Councils in Cumbria for increases in awards of Discretionary Housing Payments. Local data does not demonstrate any significant trend upwards of awards of Discretionary Housing Payments to date.

2.10
Local information will continue to be tracked to assess whether predicted increases in financial hardship as a result of this change to Housing Benefit leads to increases in levels of tenants’ arrears and subsequent evictions and increases in homelessness.

2.11    Housing Benefit claimants will experience further change when Universal Credit is phased in in Cumbria. Their Housing Benefit payment will be replaced by a monthly single payment of Universal Credit rather than a more regular payment direct to the Landlord. It is predicted that many claimants may need budgeting advice and support with money management as part of the transition to the new system.


Tax Credits

2.12 Changes to eligibility thresholds for both Working and Child Tax Credit introduced from 

April 2012 are likely to have contributed to a significant fall of 10,500 in numbers of families in Cumbria claiming Tax Credits. Those who will have ceased claiming Tax Credits as a result of these changes are families whose income is over £26,000 a year and those working between 16 and 24 hours a week. There are currently 33,900 families in receipt of Working or Child Tax Credit in Cumbria, 7,300 of these receive Child Tax Credit only (DWP, December 2013)..

2.13
Tax Credits will be replaced by a single monthly Universal Credit payment when Universal Credit is phased in in Cumbria.


Incapacity benefits

2.14
Re-assessment of all Incapacity Benefit, Severe Disablement Allowance, and Income Support (on the grounds of illness or disability) claimants is due to be completed by spring 2014. Those re-assessed may continue receiving Employment and Support Allowance, may claim Jobseekers Allowance, or may receive no further benefits.

2.15
Up to November 2012, 7,760 claimants had been re-assessed for ESA. 22% of those re-assessed were deemed ‘fit for work’ (DWP, November 2012). The highest proportion of disability benefit claimants, and of those deemed ‘fit for work’, in the county is in Barrow.

2.16
The government is currently exploring a range of interventions to help ESA claimants move into work. These interventions are being piloted as conditions to receipt of benefit. These include pilots in the Midlands focused on health professional interventions, in the South of England focused on Jobcentre Plus interventions, and in the North East of England focused on interventions through the Work Programme.

2.17
From 3 December 2012 a revised sanctions regime was introduced for claimants in the Work Related Activity Group. Claimants who do not comply with the conditions for receiving benefit lose all their personal allowance for the period they do not comply, followed by a further fixed-term sanction of 1, 2 or 4 weeks once they do re-comply. There were 710 sanctions implemented in the Cumbria and Lancashire areas from the time the new regime was introduced up to 30 June 2013 (DWP, 2013).

2.18
Employment and Support Allowance will be replaced by a single monthly Universal Credit payment when Universal Credit is phased in in Cumbria.

Personal Independence Payment
2.19
New working age claimants have been able to claim Personal Independence Payment in Cumbria since June 2013. Further roll-out of PIP for some existing Disability Living Allowance claimants in Cumbria is due to begin on 3rd February 2014. Most existing DLA claimants will not be invited to apply for PIP until October 2015 or later. There are currently 17,390 Disability Living Allowance claimants of working age who will be affected by the introduction of PIP (DWP, May 2013).

Jobseekers Allowance claimants

2.20
There are 6,357 Jobseekers Allowance claimants in Cumbria. The highest numbers of claimants are in Allerdale and Carlisle (1,436 and 1,496 respectively); however, Barrow has the highest rate at 3.2% of the working age population. South Lakeland has the lowest numbers and rates of Jobseekers Allowance claimants in the county (0.9%).

2.21
A revised sanctions policy was implemented from October 2012 which includes 3 levels of sanction of withdrawal benefits of between 13 weeks up to 156 weeks. Since the implementation of this approach the overall numbers of sanctions handed out rose nationally by 6% (up to June 2013). In Cumbria, between the introduction of the new regime on 22 October 2012 to 30th June 2013 4,120 sanctions were applied.

2.22
In November 2012, the requirement for Jobseekers Allowance claimants to undertake jobsearch activity through the online Universal Jobmatch service was introduced as part of the Jobseekers claimant commitment. Local services, such as the library service and some Housing Associations offices are reporting increases in demand for free online access and online skills support since this was introduced.

2.23
When Universal Credit is introduced in Cumbria, claimants will be required to make and manage their claim online which will further increase the demand currently being experienced for free online access and, for many, support to learn how to use computers and online services. A ‘digital jobcentre’ initiative is being implemented across the country which will see Jobcentres offer online access to claimants through free wi-fi. Carlisle is the first area of the county to implement this.

2.24
Existing Jobseekers Allowance claimants may need support with budgeting and money management to adapt to the single monthly payment of Universal Credit.

2.25
One of the main aims of the government’s introduction of Universal Credit is to increase incentives to work. This will place an emphasis on the support and services in place to help claimants move into employment.


Income Support
2.26
Income Support will be replaced by a single monthly payment when Universal Credit is phased in in Cumbria. The government’s aim of using the Universal Credit system to incentivise claimants to increase their working hours and/or increase their income so that they move off benefits will have implications for many Income Support claimants. The main barrier for many IS claimants to increasing their work is caring responsibilities.


Council Tax assistance
2.27
Following the abolition of Council Tax Benefit and replacement by localised council tax scheme, all billing authorities in Cumbria made the decision to introduce the default scheme for 2013/14 and 2014/15 which means that there has been no reduction to claimant’s benefit levels as a result of the 10% reduction in central government funding provided to local authorities in respect of council tax assistance.

Cumulative Impact
2.28
Whilst each benefit change may have a particular impact on a claimant of that benefit, there is a cumulative impact on individuals and households from these changes.

2.29
The Local Government Association and the Centre for Economic and Social Inclusion carried out an assessment of the local impacts of welfare reform which reported this summer. This concluded that 59% of claimant losses resulting from welfare reform (excluding Universal Credit) would be experienced by working households. In this assessment it was reported that a 68% share of projected benefit losses in South Lakeland would fall on working households; and that the average loss per claimant household per year by 2015/16 in Eden would be between £1,666 and £5,161.
2.30
These findings could be explained by these areas experiencing particularly high levels of part-time working and low earnings, and high housing costs; and the fact that the most significant reductions in benefit resulting from the changes fall on Tax Credit claimants, and those claiming benefit to help with their rent, particularly in the private rented sector where rents are generally higher than in the social sector. The 1% cap on uprating of benefits is also a significant factor.
2.31
The Social Mobility and Child Poverty Commission in their report ‘State of the Nation 2013 – Social Mobility and Child Poverty in Great Britain’ found that 75% of children in ‘working poor’ households live with a parent in full-time work. This highlights issues in respect of low wages being a significant factor in welfare dependence.
2.32
The potential for future reductions or loss of benefit for existing Disability Living Allowance claimants as they apply for Personal Independence Payment is also significant in this assessment as it can affect working and non-working households.
2.33
The changes to benefit and their effect on levels of household income need to be put into their wider economic context. The economic downturn which began in 2008 has been marked by a slowing down of incomes at and below the median and a rise in the inflation rate for basic household commodities. In the UK until 2009-2011, the Consumer Price Index (CPI) measure of inflation and median income were closely related, but since this date, increases in the CPI have outstripped growth in income. Meeting the basic cost of living has therefore become more challenging for households, both in and out of work.
2.34
The cumulative impact of welfare reform and the current economic environment is also having impacts on the mental health of those affected. Local organisations are reporting increased numbers of people presenting with high levels of anxiety and distress as a direct result of changes to the benefits they receive. Alongside this organisations are also reporting increased demand for advice and guidance services, food banks, and increased use of payday loans as a result of welfare reform.
2.35
Local foodbank services are reporting increases in demand of up to 85% in the last year to 18 months. Nationally, Citizens Advice is reporting a 78% rise in enquiries about foodbanks during the first half of 2013.

2.36
In July 2013, Which? research reported that 4% of households (approximately 1 million) take out payday loans each month, whilst the Public Accounts Committee estimated in May 2013 that approximately 2 million people in the UK used payday loans. Locally, CAB in Carlisle report that between 2009/10 and 2012/13 the amount of payday loan debts that they had assisted people with rose from £6,000 to £60,500.
3.0 
Conclusion
3.1
The impact of welfare reform will continue to be tracked locally as a number of significant changes continue to be phased in in Cumbria over the next 4 to 5 years.
4.0
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Appendix 1 - Schedule of implementation of welfare reforms
	Date
	Change

	April 2012
	Changes to Tax Credit thresholds introduced

	October 2012
	Revised sanctions regime for Jobseekers Allowance claimants introduced

	November 2012
	Requirement to undertake online Universal Jobmatch service for Jobseekers Allowance introduced

	December 2012
	Revised sanctions regime for Employment and Support Allowance claimants introduced

	April 2013
	1% cap on uprating of most working age benefits introduced for 3 years

	
	Universal Credit pathfinders for new, single claimants begin in parts of Greater Manchester

	
	Size criterion for housing benefit in social sector introduced

	
	Council Tax Benefit abolished and localised council tax assistance schemes introduced

	
	Replacement of Disability Living Allowance by Personal Independence Payment for new claimants begins in pilot areas – including Cumbria

	
	Crisis Loans and Community Care Grants replaced by local welfare assistance schemes

	September 2013
	Implementation of Household Benefit Cap completed

	October 2013
	Universal Credit for new, single claimants rolled out to Hammersmith

	
	Reformed appeals rules for all DWP benefits introduced

	
	National roll-out of new Claimant Commitment for Jobseekers Allowance and Universal Credit claimants begins

	
	National roll-out of Personal independence Payment for some existing DLA claimants (those reporting a change in circumstances, those turning 16, those whose fixed-term claim is coming to an end, and self-selectors) begins in Wales, West Midlands, East Midlands & East Anglia

	Spring 2014
	Beginning of roll-out in Cumbria of PIP to some existing DLA claimants from 3rd February 2014

	
	Re-assessment of Incapacity Benefit, Severe Disablement Allowance, and Income Support (on the grounds of illness or disability) claimants for Employment and Support Allowance completed

	
	Further roll-out of Universal Credit for new, single claimants to Rugby, Inverness, Harrogate, Bath and Shotton completed

	Summer 2014
	One Jobcentre in Cumbria and Lancashire area to begin Universal Credit roll-out

	October 2014
	Modified Pension Credit introduced for pensioners with children

	October 2015
	Re-assessment of all existing DLA claimants for eligibility for PIP begins

	April 2016
	Flat rate state pension introduced

	2016
	Re-assessment of existing Disability Living Allowance claimants for eligibility to Personal Independence Payment completed 

	
	Modified Pension credit to replace Housing Benefit for pensioners to begin roll-out

	2017
	National roll-out of Universal Credit to all claimants completed

	2018
	National roll-out of Personal Independence Payment completed


Appendix 2 – Sources of information
	Measure/Indicator

	Source


	Date

	Population 
	Office for National Statistics
	2012

	Disability 
	DWP
	2013

	Household income
	CACI, Paycheck
	2013

	Unemployment
	Office for National Statistics
	2013

	Benefit claimant data
	Department for Work & Pensions
	2013

	Families on Child or Working Tax Credit
	Department for Work & Pensions
	2012

	Children aged 0-15 in out of work benefit households
	Department for Work & Pensions
	May 2010

	% children in poverty
	HMRC
	2009

	Housing Benefit data
	District/Borough Councils
	2013

	Cumulative Impact data
	Local Government Association and Centre for Economic and Social Inclusion
	August 2013

	Local support services impact
	Report from Cumbria Third Sector Network
	July 2013
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