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WELFARE REFORM CHANGES
	Date
	Benefit
	Change/Cut
	Impact
	Analysis

	25th October 2010
	Income Support
	Definition of Lone Parent changed: new claims may only be made by parents with at least one child under 7.  (The age drops to 5 in 2011/12.)   Existing claimants with children over 7 will have the benefit removed in phases.

(Began November 2008 when those with a child over 12 were moved onto ESA.)
	Around 111,000 extra single parents have been moved off Income Support onto JSA since 25/10/2010 and must look for work.  

JSA means they must actively search for work and take up a job if one is offered, or have benefits cut.
	Stats show single parents will work where jobs and support exist.  Gingerbread (single parents’ charity) report that 3.5% per month, on average, of single parents moved from IS to JSA since 2008 found jobs.  21% of children whose single parent works full time are in income poverty.

	January 2011
	Health in Pregnancy Grant
	Abolished
	£190 of income for ALL pregnant women lost.
	Part of a series of cuts affecting families and children, despite the Government’s child poverty pledges.

	February 2011
	Employment and Support Allowance
	· No new claims for old “sickness route benefits” (e.g. linked claims) from now on in and “migration” of existing claimants to ESA begins to be completed by April 2013.
· Claimants to go through an individual Work Capability Assessment to determine if can claim ESA.

· If “yes” will be paid at previous rate, frozen until ESA rate catches up.  If “no” then 50% may be able to “sign on” as unemployed, but 50% will lose benefit.
	· Affects around 1.5 million people across UK with a disproportionate affect in Wales (especially deprived areas with a high incidence of long term limiting illness).
· Around 15 to 25% of existing claimants likely to fail test

· Some groups previously exempt (e.g. severe mental health, learning difficulties, on DLA Higher Care) face test for the first time.  Additional support needs (eg CMHTs, CTSs).  

· Likely increase in demand for advice and help with appeals.
	· Previous assessment system was already the toughest in the developed world and fraud/error very low.
· ESA was conceived in boom times as way of supporting people back into work, but priority/rhetoric increasingly shifted to benefits savings.
· Refusal rates for new claimants has been far higher than impact assessment (68% rather than 50%).

· Job Centre staff reporting a gap between “failing” the ESA test and realistic employability.

	April

2011
	Working

Tax

Credit

&

Child Tax  Credit
	Basic & 30 hour elements in WTC frozen for 3 years.
	The amount of tax credits to working families reduces in real terms.
	This and the following 6 changes, all cuts aimed specifically effectively reducing working parents’ take-home pay.  This cut will raise low-paid parents’ childcare spending.

	
	
	Childcare element of WTC reduced from 80% to 70% of actual childcare costs up to a capped maximum.
	Those who qualify for help with their childcare costs will receive significantly less.  Those with higher childcare costs will be worst hit.
	Childcare is frequently cited as a major barrier to work, effectively reducing working parents’ take-home pay.  This cut will raise low-paid parents’ childcare spending.

	
	
	Income threshold for family element of CTC reduce from £50k to £40k a year.
	“Better off families” lose £42 per month.
	Some nominally “better off” families will feel the cut, especially if they have high housing or other living costs).

	
	
	Taper on income tax credits moves from 39 to 41%
	Increases “marginal tax rate” by 2%
	Affects low income working families in particular

	
	
	Baby element in CTC scrapped.
	Families with a child under 1 loses up to £10.50 pw.
	A cut hitting children already in poverty hardest.

	
	
	Fall from £25,000 to £10,000 in “disregarded increases in income during the current tax year”
	Likely return of destabilising effect of overpayment recovery experienced in early years of tax credits.  Moving into work paying over £10k may lead to overpayment problems.
	Administrative complexity and cost for HMRC and less predictability and increased fear of recovery may be a disincentive to move from benefits into work.


	Date
	Benefit
	Change/Cut
	Impact
	Analysis

	April 2011
	Child Benefit
	Frozen for three years.
	As prices rise and benefit doesn’t, families afford less.
	More cuts affecting ALL families and children.

	
	Maternity Grant
	Restricted to the first child only.
	Babies in neighbourhoods with complex financial and social problems now denied £500.
	Help withheld from larger families in areas of high disadvantage, with greatest risk of poverty.

	
	Housing Benefit
	Local housing Allowance rates for 1, 2, 3 and 4 bedroom homes capped, and rates for 5-bedroom homes scrapped.
	Reducing the amount going to low-income households to help pay their rent, especially those who need a larger home.
	Caps will mainly not affect Wales as rates here are well below them.  Scrapping the 5-bedroom rate will affect large families everywhere.

	
	
	Non-dependant deductions – large increases over next 3 years to make up ground since last increase 10 years ago.
	Affects tenants with non-dependant adults (e.g. parents, grown up children living in house).  Non-dependants may not always be willing/or be asked to make up the shortfall.
	A major cause of rent arrears, family disputes and potential homelessness.  Goes against policy aims of maximising use of housing stock and supporting families.

	
	Pension Credit
	Savings Credit maximum amount frozen for next 3 years.
	Affects those on minimal incomes – or levels just about it – who get a bonus for saving for retirement
	May offset effect of other increases.  Counter to general policy aim of encouraging people to make provision.

	
	All “working age” benefits
	Increases will be set by the Consumer Price Index (which produces consistently lower increases) instead of the Retail Price Index or the Rossi Index.
	Those receiving any benefit will see its value decrease over time, lessening their ability to pay for essentials.  Will be the biggest cut of all by 2015.
	Together with the VAT increase in January 2011 from 15% to 20%, those with any benefit income will increasingly find everyday life unaffordable.

	September 2011
	Educational Maintenance Allowance
	Abolished in England, EMA pays up to £30 a week to young people from low income homes to stay on at school or college.  About 10% as discretionary funding.
	Will impact particularly on 16 to 19 year olds from low income families.  While only a minority may give up, colleges value the extra resource for books/travel and incentives in EMA scheme.
	Likely to increase NEETS and attainment gap between richer and poorer areas and reduce social mobility.

	October 2011
	Housing Benefit
	Local Housing Allowance Rates will be set at the 30th percentile of local private rent prices, not the 50th.
	Only 1/3 (instead of ½) of available private rented housing locally will be affordable to HB claimants.
	Likely to increase rent shortfalls and homelessness.

	April

 2012
	Working Tax Credit
	· Couples with children must work at least 24 hours combined (rather than 16) to qualify; one partner must work at least 16 hours.

· 50 plus element scrapped.
	Families on low earnings on low hours lose WTC.  Those aged 50+ moving from unemployment into low-paid work now denied WTC.
	Impacts on working families where unable to find work or work additional hours (eg because juggling caring responsibilities).  Opens a gap for many between 16 and 24 hours where no top up income is available and may have to give up work.

	
	Child Tax Credit
	Income threshold for family element of CTC abolished.
	Those earning too much to get the child element will now also lose the family element of £10.50 pw.  This includes those on average earnings.
	Undermines idea to include 90% parents in the system to adjust support in system.  Would this even be considered had this remained as an income tax allowance?

	
	All Tax Credits
	New rule of disregarding an income drop of £2,500.
	Tax credits will not increase to help you if your income drops unless the drop is more than £2,500.
	Housing Benefit and Council Tax Benefit will still be adjusted for income drops and should be notified.

	
	
	Time limit for notifying changes of circumstances reduces from 3 months to 1 month.
	People will have less time to inform the HMRC about changes affecting their tax credits.
	Where change would increase entitlement, late reporting means loss of income.

	
	Housing Benefit
	LHA Single room rent restriction for people under 25 extended to people aged under 35.
	Extends restriction for young people in private sector tenancies.  Exempt grounds remain, for care leavers after 22.
	Why 35? Other restrictions on support for young people were justified as “reflecting” a different labour market reality.

	
	Council Tax Benefit
	Hand over of responsibility for CTB schemes to local authorities within a 10% reduced budget.
	A cut in support for all those on low income to help pay council tax and potential variation between schemes.
	Cuts impact may be magnified by pressure for above inflation council tax rises.  Increased complexity and confusion.


	Date
	Benefit
	Change/Cut
	Impact
	Analysis

	January 2013
	Child Benefit
	Withdrawn from families with a higher-rate 

taxpayer.
	· Anomaly: A lone parent family on 344k loses child benefit.  A two-parent family on £86k keeps it.
· Ends principle of a universal Child Benefit, increasing admin costs, complexity and may affect take-up.
	Undermines value placed on all children; CB is not just income redistribution but also redistributes from those without children to those with and main earner to main carer.  Risk of disengagement and reduced buy in for collective social security.

	April 

2013
	All Tax Credits
	“Disregarded increases in income during the current tax year” fall from £10,000 to £5,000/
	A further cut similar to that of April 2011.
	Further exacerbates cost, complexity and disincentives.

	
	Housing Benefit
	Reduces to 90% after 12 months on JSA.
	A straightforward cut in Housing Benefit.
	Those with health problems and limited chances of employment will risk losing their homes.

	
	
	Restricted to the number of rooms “needed” in social housing (already happens in private rented housing).
	Applies to “working age” families.  If a family is in a larger home than they are deemed to “need”, benefit will reduce, causing a shortfall in rent.
	A child leaving home could mean debt or a house-move, for remaining family.  Could reduce chances of a child returning from care if housing is no longer suitable.

	
	
	Housing Benefit to be mechanism for Housing Benefits cap limiting the total benefits income (excepting DLA or Working Tax Credit) to “median income” – (c£350 for single adult, £500 for couples).
	Disposable income is low among people affected.  High benefits payments is to pay high rents caused by market and policy failure in supply of affordable housing.  Significant rent shortfalls will lead to homelessness, migration and ghettoisation.
	Will mean increased commuting costs for low paid and key workers in high cost areas.  Move towards segregation as seen in other capitals (eg Paris).  Mainly an issue in high rent areas (eg London) but ripple effect as people forced to move.

	
	
	Local Housing Allowance rates up-rated in line with the consumer price index (which excludes housing costs) rather than average market rents.
	Housing benefit will no longer be based on what rent actually costs.
	Shortfalls in rent will have to be found out of other income.  Debt and evictions are likely to increase.

	2013
	Contributory ESA
	Limited to 1 year for people in the “work-related activity” group.
	Loss of independent income for those with savings or working partners.  Undermines Beveridge principle of a mutual national insurance principle to prevent poverty not just alleviate it.
	Pressure to take out less cost effective private insurance, with increased resentment (and stigmatisation) of those able to claim Income-related ESA.

	
	Disability Living Allowance
	Proposals on new PIP out for consultation inc:

· 20% budget cut and focus on most disabled

· Different approach to the two components

· Medical assessment of all claims, poss linked to ESA

· Longer 6 month qualifying period
	Loss of DLA for those failing the new Personal Independence Payment (PIP) criteria.  Likely to hit more hidden disabilities hardest (eg autism, mental health).  Harder to get for short periods (eg through cancer treatments).  A double whammy for the most deprived (loss of related means tested amounts).
	Disproportionate effect in lower income areas as typically much higher % of population claim DLA, with cut magnified by loss of related means tested benefits.  DLA also helps fund supported housing, home care and individual budgets and claimant numbers are a factor in council funding.


	Date
	Benefit
	Change/ Increase
	Impact
	Analysis

	November 2011
	Cold Weather Payments
	Increase to £25 a week made permanent but contentious criteria remain.
	Confirms real increase in value of this payment to those eligible – just in time for November freeze.
Only paid if weather (at specific sites) remains below 0C for 7 days in succession.  Cold snaps are usually of a shorter duration.
	CWPs could make a significant difference to target groups, at times when fuel prices are rising in real terms.  BUT criteria means only paid sporadically if at all during winter.  Campaign to extend scope of Winter Fuel Payments to those with disabilities or long term health problems likely to continue. 

	April 

2011
	Retirement Pension
	To be increased by the highest of: Retail price increase, average earnings or 2.5% each year.
	Restores link with earnings and offer a 2triple guarantee” for future pensions.  Will make a significant difference over time to pension levels.

Commitment to universalism in tackling pensioner poverty also seen in retention of other universal benefits for pensioners: Cold Weather Payments, TV licenses at 75+, bus passes, health benefits etc.
	Welcome restoration of previous permanent commitment abolished in 1979 (notwithstanding similar increases in some years) But see other changes below.

· Case for the link is that claimants keep up with general inequality and marginalisation if left behind.

· Contrasts markedly with approach for “working age” claimants and children.

	
	Pension Credit
	Same guarantee applies to Guarantee Credit.  May be off-set by freeze on Savings Credit for next 3 years.
	As above.  Increases gain for the income of the poorest 20% or so of pensioners on Guarantee Credit.
	This and increases in RP may be to some extent offset by cuts to Savings Credit potentially affecting up to 50% of pensioners.  PC has only a 70% take up so need remains to encourage take-up and maximise entitlement linked to AA.

	
	Child Tax Credit
	A one off increase of £180 a year above normal increase.
	Will benefit families on lower incomes.  Partly offset by freeze of Child Benefit, but does target increase.
	Very welcome, but will not in itself prevent impact of cuts elsewhere on child poverty, especially where parents are working on low incomes, jobseekers, affected by long term limiting illness, tenants or long term unemployed.


	Date
	Benefit
	Other Changes 
	Impact
	Analysis

	April 2011
	Pension Age
	· Accelerate speed of equalisation of pension age – with equal pension age to be achieved by November 2018.

· From December 2018 equal pension age to go up to 66, with further increases to be considered

· Report considered 20
	Raises minimum age of claiming both Retirement Pension and Pension Credit
	Case is that present arrangements financially “unsustainable” in ageing population, with more those in work having to fund a growing pensioner group.  Raising age allows real increases in RP and easier NI contribution conditions.

· But society could also choose to accept a higher pensions bill, to allow a longer and more fulfilling retirement.

· Many will have to work longer than they would wish and some will face limiting health issues and much less generous “working age” benefits

· Increased competition for young workers in recession.

	October 2013
	Universal Credit
	White Paper proposal to merge all means tested benefits and tax credits into a single Universal Credit. Key features will include:

· Migration of existing claimants to be completed by October 2017 with transitional protection

· Common personal allowances and additions for disability and amounts for children

· Includes amount for rent or mortgage interest

· A single 65% taper as people earn, with disregards for eg lone parents and those with disabilities to encourage a few hours work

· Four levels of conditionality: 1) full jobseeking, 2) work preparation 3) keeping contact with labour market 4) no conditionality
	Aims to reduce barriers into work and complex interactions between in work and out of work benefits

· Overall there will be an increase in resources going into the system of some £2 billion

· Could potentially end conditionality around getting benefits if now working and “cliff edge” barrier of loss of housing costs

· A common assessment of needs and a common withdrawal rate of benefits as income increases

· Claim is that no-one will be worse of – at least at point of change and the poorest 30% will be better off by £2 to £4 a week

· Possible review of Carers Allowance and support for carers
	Is widely seen as having potential, but devil will be in detail:

· Original plan strongly argued for 55% taper.  Is a 65% too high, when 40%  (or 50% temporarily) is seen as highest that income taxpayers can bear without disincentive?

· May be some losers as well as winners.

· Difficulty of linking benefits conditional on not doing work (eg JSA) and moving into work

· Will CTB tapers continue to be an additional disincentive?

· Reproduces significant housing poverty trap of combined HB.CTB taper of 85% but ends cliff edge of no help with mortgage costs in WTC

· Housing and childcare costs remain as major barriers to work but could be addressed within UC

	TBC
	? Citizens Pension
	Initial proposal to merge Retirement Pensions and Pension Credit (and poss SERPS/Second State Pensions to fund it) into a single citizens pension, based on residence criteria rather than NI contributions.
	Tackles gender inequalities in lifetime NI contributions and Pension Credit take up issues with a single payment of around £140 a week.
	Idea widely seen as having some merit, but issues:

· SERPS/Second State Pension contributors would lose benefit of an additional pension if incorporated

· Some Pension Credit recipients will be getting over £140 because of additions for severe disability/carers
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