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Briefing re Welfare Reform Bill February 2011 
The central proposal is the introduction of a Universal Credit, replacing various means-tested working-age benefits, to be implemented in 2013 and completed by 2017. Main changes since the White Paper Universal Credit – Welfare that Works (November 2011) are:

· The scrapping of the plan to reduce Housing Benefit by 10% for those on Job Seekers’ Allowance who are still unemployed after a year.
· An intention to replace Disability Living Allowance.

Universal Credit will take the place of various means tested benefits and will be available to people aged 18 and over (not in education) who are in work and out. The following benefits will be abolished:
· Income-based Jobseeker’s Allowance (JSA) 
· Income-related Employment and Support Allowance (ESA) 

· Income Support 

· Housing Benefit 

· Council Tax Benefit 

· Child Tax Credit and Working Tax Credit

There will be a taper rate which will apply to income rises when in receipt of Universal Credit, ESA and JSA. This will be prescribed by regulations, however the White Paper suggested a rate of 65p for every £ earned after a certain threshold level is reached, i.e. claimants will retain 35p of every extra £.

 The main component of Universal Credit will be a standard allowance to cover basic living costs for all claimants, although there may be further credit or deduction based on individual circumstances, e.g. there may be further credit for the following:

· each child/young person the claimant is responsible for; 

· claimants with limited work capability or claimants with ‘regular and substantial caring responsibilities for a severely disabled person’ 

· Housing costs. 

Deductions may be made where there is earned income or savings.

Housing Credit Component
Eligible housing cost support may be determined with reference to the Local Housing Allowance. If the claimant is deemed to have dwellings ‘larger than they need’ there may be a percentage reduction in the proportion of rent that will be considered for housing cost support, based on the number of ‘extra bedrooms’. The Bill also enables local authorities to make discretionary housing payments to Universal Credit claimants.
Following the introduction of the Universal Credit and the abolition of Housing Benefits, a housing credit element will be introduced in State Pension Credit. A person above the eligible age for State Pension Credit may be eligible for the Housing Benefit component even if they are not eligible for the other two components of State Pension Credit – (guarantee credit and savings credit.) Unlike these two components of State Pension Credit, a capital limit will be applied to eligibility to housing credit. The intention is that there should be little change in entitlement even with the transfer from housing benefit to housing credit.
Social Fund (Hardship Fund)

The Bill ends discretionary payments out of the Social Fund and abolishes the office of the Social Fund Commission. Locally administered assistance will be provided by local authorities.

Benefit Cap

The Bill provides for a cap to the total amount of benefits claimants can receive in a given period; however regulations have yet to set the level of the cap, the time period, to which benefits the cap will apply, the circumstances in which it will apply, and any exemptions.
Claimant Commitment
The benefits reform will be underpinned by the introduction of a new Work Programme, i.e. acceptance of a ‘claimant commitment’ will be a basic condition for entitlement of Universal Credit. Claimant responsibilities include:

· work-focused interviews 

· work preparation, including: attending skills assessments, improving personal presentation, participating in training, undertaking work experience or a work placement 

· work search, including: work searches, submitting applications, creating/maintaining online profiles, registration with employment agencies 

· work availability, i.e. able and willing to immediately take up paid work 
Some individuals may be exempt from some or all of the responsibilities altogether if the claimant (i) has limited capability for work, (ii) is a regular and substantial carer for a severely disabled person, or (iii) is responsible for a child less than a year old. 
There will be consequences for claimants who fail ‘for no good reason’ to fulfill the responsibilities agreed to in their claimant commitment, e.g. a reduction of benefit for a fixed period of time, the maximum being a suspension of all payment for three years (although hardship payments may still be available).

Complete exemptions include those in the ESA Support Group (assessed and deemed to have ‘limited capability for work-related activity’), carers, and lone parents with a child less than one year old.
Replacement of Disability Living Allowance
Personal Independence Payments will replace Disability Living Allowance. There are two components to the Personal Independence Payments for which claimants can be entitled: the daily living component and the mobility component. There is both a standard and an enhanced weekly rate for each of these components, depending on the extent to which the claimant’s physical or mental condition limits their ability to carry out daily living and mobility activities. Personal Independence Payments will be awarded for fixed periods and a new assessment process is to be developed.
New claimants will go straight to Universal Credit from October 2013, with a transfer of all existing claimants to follow and to be completed by October 2017
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