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Universal Credit 
A Consolidated Guide to the Universal Credit, its development, roll out and delivery
Part 1 - Welfare Reform and the Universal Credit
Background

The Universal Credit is the major part of the Coalition Government’s flagship policy of Welfare Reform. It is based on proposals originally made by the Centre for Social Justice (CSJ), set up in 2006 by the now Secretary of State for Work and Pensions, Iain Duncan Smith, and which reported in Summer 2009. This report recommended merging the various disparate benefits making up the Welfare System into one Universal Benefit, or Credit.

This document is in two parts. It explains the background to the Universal Credit and how it is intended to act as a replacement for and simplification of the current benefits system in a way which is cost effective and ensures work pays, followed by an analysis of the potential problems, the impact on Local Authorities (LAs) and whether the best way the new benefit may be delivered includes continued or enhanced involvement of LAs. It concentrates (though not exclusively) on the future of the provision of support for housing costs in the new arrangements and the future possible role of LAs in this area. 
The document is aimed primarily at those people in LAs and other organisations with an involvement or interest in benefits service delivery and how this addresses local needs and requirements in a way which is consistent and clear. 

The introduction of the Universal Credit is aimed at simplifying the benefits system by consolidating all benefits into one single working age benefit and reducing the overall payment and administration costs of the benefits system.

The policy has been called radical, by ministers but whether the new benefit is truly radical remains to be seen and will depend on the detail of the structure and operation of the new benefit.  As more detail on the structure and operation of the Universal Credit begins to emerge these details seem to suggest the new benefit may not be as radical as was initially suggested. 

This is due to two reasons, the speed at which the government wish to introduce the new arrangements and the requirement for the new benefit to result in significant savings, both of which mean that some of the more radical elements and intentions of the new benefit have already had to be sacrificed.

The Coalition Government’s proposals contained in its Welfare Reform Bill are a watering down of the CSJ’s proposals in that it proposes the merger of just the main income related benefits, Income Support (IS), Income Related Job Seekers Allowance (JSA-IR)), Income Based Employment and Support Allowance (ESA-IB), Child Tax Credit (CTC) Working Tax Credit and Housing Benefit(HB). 
The Universal Credit however will not replace any of the following non-means-tested benefits: 

· Contributory Jobseeker’s Allowance and Contributory Employment and Support Allowance. These will continue to exist but with the treatment of earnings aligned with the way earnings are treated within Universal Credit 

· Disability Living Allowance 

· Child Benefit, which will be available in addition to Universal Credit payments for children; and

· Bereavement benefits, Statutory Sick Pay, Statutory Maternity Pay, Maternity Allowance and Industrial Injuries Disablement Benefit, which the DWP are not suitable for replacement by the Universal Credit.

Council Tax Benefit will not be part of the Universal Credit arrangements. Instead the Coalition Government intend the responsibility for the assessment and payment of this to be localised to Local Authorities along with a 10% overall savings to be achieved. Responsibility for this element is to be passed to the Department for Communities and Local Government (DCLG). (This is covered in a separate guide produced by the Cipfa Benefits and Revenues Service)
Despite this, the new benefit will affect millions of benefits claimants who will find their current benefits, including tax credits, income support, incapacity benefits, jobseeker's allowance and housing benefit, are scrapped and replaced with one universal means tested working age benefit, the Universal Credit.

Go-ahead given for the Universal Credit 
The introduction of the Universal Credit as the longer term reform of welfare was confirmed at the Conservative Party Conference last October. This however was not before several arguments within Government and resistance from the Treasury regarding the potential cost of the scheme. These arguments are ongoing.

It appeared that Iain Duncan Smith, Secretary of State for Work and Pensions, was ‘victorious’ in securing a deal to go ahead with the proposed 'Universal Credit', as set out in the DWP consultation '21st Century Welfare'. This paper led to the White Paper for Welfare Reform and the subsequent Welfare Reform Bill..

Mr Duncan Smith said that the cost of the Universal Credit, his favoured model for benefit reform, was lower than previously thought, because a less complex benefits system, combined with more generous tapers, made it easier for claimants to realise they would be better off in work.

In his speech to the Conservative Party Conference ‘Our contract with the country for 21st Century Welfare’, Iain Duncan Smith, formally announced the introduction of the Universal Credit to replace all means-tested working age benefits and tax credits (except Council Tax Benefit and Disability Living Allowance), which he said would “restore fairness and simplicity to a complex, outdated and wildly expensive benefits system.”

The speech set out a new 'welfare contract' containing three parts, 

· a contract with the unemployed; 

· a contract with the most vulnerable; and 

· a contract with the taxpayer.

In relation to the contract with the unemployed, the Secretary of State said that the implementation of the 'Universal Credit', alongside the comprehensive work programme, would make sure that everyone out of work would be given the 'greatest support to find work and every financial incentive to stay in work, because work will pay.' 

With regard to the contract with the most vulnerable, the Secretary of State said that those who are 'genuinely sick, disabled or are retired' have nothing to fear and that -

'We will crack down on fraud and help able people off welfare. This means we will have enough resources to provide peace of mind to the very vulnerable... It is a proud duty to provide financial security to the most vulnerable members of our society and this will not change.'

Setting out the government's contract with the tax payer, the Secretary of State said -

'I want to look every taxpayer in the eye and be able to say that their money is either going to people who are on the path back to independence or their money is going to people who, without question, deserve society's care.'

The proposals for the Universal Credit were included in the Government’s White Paper for Welfare Reform published on 11th November 2010 and a Welfare Reform Bill published on the 17th February, which received its third reading in Parliament on 15th June. This provides for the overall structure of the new arrangements but is very light on the detail and contains many enabling provisions allowing the detail to be developed and introduced later through statutory instrument.

Financing of the new benefit

The announcement to move forward with the Universal Credit was made despite Treasury concerns that making the changes would be costly at a time when it is seeking major spending cuts across Whitehall and that initial costs might not be matched by savings within the time frame of the Autumn spending review. 
Chancellor George Osborne has made clear that the cost of benefits must come down to cushion the impact of the cuts on other frontline public services. Iain Duncan Smith told the Work and Pensions Select Committee 'we have to make savings, that is clear, but we will make savings better by reforming the system.'
The detailed arrangements for the financing of the new benefit, both in meeting the potentially substantial costs of its implementation and in setting the rates at which the new benefit will be paid, and the savings to be made in the longer term, are still very unclear although last Autumn’s spending review did include an announcement that £2m will be made available to fund the implementation costs of the Universal Credit. 

The implementation costs will include development of two IT systems, one for the assessment of the UC (probably involving the enhancement of existing DWP systems) and a second system to obtain real time HMRC PAYE data. The DWP says it is confident these systems will be ready on time and on budget!

Figures which were published as part of the announcement, suggest that the design and roll out of the new benefit would be expected to make overall savings of £9 billion pounds per year on the social security budget. Mr Duncan Smith believes this figure can be achieved through lower administration costs and reduced fraud. 

It is understood that the DWP will be allowed to claim up front 'a large chunk' of this £9bn of savings made by the 'Universal Credit' but it may still be some time before full details of the costs of implementation, roll out and payment of the new benefit become clear.
Proposed timescale for roll out of Universal Credit

Treasury concerns include the costs of roll out of the new benefits and of transferring existing claimants over to the new system. Treasury believe these costs may be minimised by a gradual transfer over the time of two parliaments. 

Initially, it is intended that the long term unemployed and new claimants will be the first groups to move on to the new 'Universal Credit' system during the lifetime of this parliament, but that, in order to spread out the cost of setting up the new system, other claimants would not be migrated until after the election in 2015.

The Welfare Reform Bill outlines the timetable for implementation of the UC with a pilot starting in April 2013 and all new claims starting from October 2013, or April 2014 at the latest. This will be followed by the gradual closure of existing benefits and Tax Credits claims and their transfer to the new system with full transfer intended to be completed by October 2017.

It is the Government’s intention that the Welfare Reform Bill will receive Royal Assent later this year, or, at the latest, early 2012, with a new IT system for the new benefit to be set up by the end of 2013. 

Preparing the Way for the Universal Credit

Prior to the commencing of Universal Credit, significant reforms are being made to the current income related benefits with a view to cutting costs and making preparations for their merger into Universal Credit. Many of these reforms affect Housing Benefit, with major changes and reductions in costs of up to £2b taking place in April 2011, Jan 2012, April 2012 and April 2013.

The main changes to Housing Benefit proposed by the Government during this period include those already introduced in April 2011:

· Provision of an extra bedroom in the size criteria rules where a disabled person requires a live in carer

· Removal of the £15 excess element to the LHA

· Capping of LHA rates for each size criteria 
· Further restricting the maximum size of dwelling on which HB is payable to 4 bedrooms
· Limiting the LHA to the 30th percentile of rents rather than the median

· Increasing Discretionary Housing Payment (DHP) grant to allow LAs provide additional help in cases of hardship

· Annual uprating of benefits using the CPI rather than RPI

There is some transitional protection from these changes for existing claimants. With the exception of the removal of the £15 excess, the other negative changes will come into effect for existing claimants from 9 months after their Local Housing Allowance ‘anniversary date’. This means that, for existing claimants, these reforms will come into effect between January 2012 and December 2012, depending on where the anniversary date falls. 

These changes will be followed by further changes to be introduced in 2012 and 2013; 

· Extending the shared room rate to those single people under 35 (Jan 2012)
· Uprating LHA rates by the CPI rather than annual review of the LHA (April 2013)
· Introduction of size criteria rules for claims in the social rented sector  (April 2013)
· Capping total benefit payments at average earnings levels, administered by LAs (April 2013)
· Localisation of Council Tax Benefit and cutting its costs by 10% (April 2013)
It is clear that the announcements affecting reforms to Housing Benefit and welfare reform generally, contained in the summer budget and autumn spending review are intended as steps towards the eventual implementation of the Universal Credit.
Whilst responses to the overall policy of the introduction of a simplified single benefit have been relatively positive, the responses from a wide range of organisations and representative bodies, to the detail of the shorter term changes to means tested benefits and the carrying over of these changes into the structure of the Universal Credit have been mostly negative.
These measures, reforming and cutting existing benefits prior to the introduction of the Universal Credit are intended to move the system towards the goals of making savings to and reform of the welfare reform and to prepare the way for the Universal Credit which will ‘overhaul’ the whole system. 
It is these reforms which will see a reduction in welfare spending to be achieved before the roll out of Universal Credit. In this way, the Government is able to make a promise that there will be no losers in the transfer to Universal Credit. The losses for benefit claimants will already have been experienced in reduction to benefits rates before those benefits are merged into the Universal Credit.

It is these lower rates of benefit that will become part of the UC arrangements. In other words, the savings will already have made and the structure will be in place to make further savings once the UC has been rolled out. 

Administration of the Universal Credit
The DWP has provided some detail on its preferred operational, assessment and delivery arrangements for the Universal Credit although there remain many elements which are still being considered. The Government’s preferred administrative arrangements however, are that the Universal Credit (UC) will be administered centrally by the DWP, through its Job Centre Plus and Benefits Delivery Centres... 
There is very little recognition within the administrative proposals of the Government’s overall localism agenda and there has yet to be any final decision on the future role, if any, of LAs except, possibly, for "non-mainstream Housing Benefit cases”. (for example, people living in supported accommodation or temporary accommodation). If elements of the DWP gets their way however, it won't be LAs who deliver the Universal Credit
. 

The DWP intend that the majority of claims will be made, assessed and delivered electronically. Entitlement will be automatically adjusted as earnings vary based on monthly income reports through the upgraded version of the Pay As You Earn tax system. Other changes in circumstances will have to be reported as now. Otherwise, the Welfare Reform Bill is very light on detail of the administration arrangements, especially customer services.
The DWP want to minimise the need for face to face contact with claimants when making claims and in their ongoing management by using primarily digital, on-line routes for the making of claims and claims administration. 
The only direct contact with claimants that they envisage, is when this involves the application of the conditionality or counter fraud processes or for the ‘minority’ who can’t use, or be helped to use, online services. 

Other than verifying earnings and changes to earnings however, the DWP is very silent on the issue of general evidence and verification requirements for claims and changes in circumstances and the means of provision of this evidence.

Claim, assessment and award calculations will also be made automatically with little or no direct involvement of staff in the administration of the claim, other than in dealing with complex cases or fraud and error including carrying out risk based checks on claims being made or in payment.

The assessment of Universal Credit will have two stages. A gross entitlement will be calculated based on information already held or provided by the claimant, including information about any income they have, other than earnings. For those out of work and who meet other the conditions of entitlement, this is the amount they will be paid.

Those in work will have those earnings automatically taken into account using HM Revenue & Customs proposed real-time PAYE information system to identify net earnings and the gross entitlement to Universal Credit will then be reduced by applying the appropriate earnings disregards and taper.
Reporting of significant changes of circumstance will also be done online. In most cases it is intended that there will be an automatic re-assessment of the change with the claimant being informed immediately of the effect of the change.

Claimants will have an online account through which they will be able to access information about their claim and Universal Credit payments as well as carry out test assessments for example, to check the effect on entitlement of taking on work, or additional work. The DWP say its intention is that this process will be much like the options that online banking services currently offer.
Design and Structure of the Universal Credit
Although announced as the most radical change to the welfare system in a generation, the proposals contained in the Bill simply involve the merging of existing income related benefits including IS, JSA, ESA, Tax Credits and HB, to form additional elements within the one new benefit but with the overall benefit payable remaining much the same for those out of work.

Essentially the new UC will involve the calculation of a maximum entitlement, consisting of a basic entitlement made up of a personal allowance, based on the level of personal allowances contained in existing applicable amounts reflected in Income Support/JSA rates at the time of transfer, with relevant additions replacing the other benefits the claimant would have qualified for, added to this basic allowance. 

These additions relate to extra costs associated with children, disabilities and housing costs, with eligibility rules that correspond to the benefits they previously would have been entitled to and which the UC additional elements replace. In this way, the Universal Credit entitlement is made up of  a series of ‘building blocks’ relating to a basic allowance, with additions such as a child costs block, a disability block and a housing block, where there is eligibility to these ‘blocks’.. 

It is intended that the basic entitlement to Universal Credit will be set so that the majority of workless families will receive the same amount of benefits they receive under the current arrangements at the time of the transfer of their claim to the Universal Credit.  There will be transitional protection arrangements for those who do lose out under the new scheme.
The maximum basic entitlement plus additional allowances will then be withdrawn as income exceeds this amount at a 100% withdrawal rate for unearned income, and a 65% withdrawal rate for net earned income which exceeds the earnings disregard.

This withdrawal rate applying to earned income (65%) is lower than that applying under the current set of out-of-work means-tested benefits, but is the same as that for HB and higher than currently applies under tax credits for those in work. 

The Institute for Fiscal Studies (IFS) have estimated that this means a basic rate taxpayer who is currently on the tax credit taper faces an overall marginal effective tax rate (METR) of 73%. This will rise for most to 76.2% under Universal Credit. For the rate to remain the same as currently applies for in work tax credit recipients, the Universal Credit withdrawal rate would have to be reduced to 60% of net earnings.

The withdrawal rate applying to unearned income (100%) is identical to that in the current set of DWP administered means-tested benefits, but higher than currently applies under housing benefit and tax credits, and much higher for those families with more than £16,000 of financial capital, who will not be entitled to any Universal Credit at all.

The 65% taper rate can be seen as somewhat of a victory for the Treasury as Iain Duncan Smith, in his original proposals for the UC, suggested a much lower taper, more in the region of 45%-55%. As a result, the UC is not as generous as the Secretary of State initially intended. This steeper taper rate significantly reduces the work incentives this part of the UC was intended to create.

This structure however means that the UC is both an in and out of work benefit and movement on and off work will simply be treated as a change in circumstances with no requirement to make further claims.

The UC will be assessed on a household basis with the income and capital of both members of a couple being taken into account. The UC will then normally be paid into the bank account of one member of the couple as one lump sum payment consisting of the various elements of the Universal Credit the claimant is eligible for, including payments in respect of Housing costs. 

The UC will be paid to working age claimants. Pensioners will continue to receive the State Pension Credit. Some pensioners choosing to continue in work however, may be able to claim the UC.

The Housing Costs Addition

The housing costs addition within the UC assessment process remains the most difficult element of the proposals and the DWP has yet to provide full details of how the housing element of Universal Credit will operate to provide adequate help with housing costs. 

The heated debate within and outside of the Coalition Government about the reforms to Housing Benefit (HB) contained in the budget and spending review, and the late changes made by the government to those proposals as a result suggest that this element will not be plain sailing.

Possibly expecting such problems, the White Paper provides itself with some leeway and gives no actual timescale for transfer of HB claims to the housing element of UC. The White Paper simply says “The intention is that this support for rent, currently delivered by Local Authorities will, ‘over several years’, be replaced by Universal Credit”.

The Welfare Reform Bill explains the process as being different for Private Rented Sector and Social Rented Sector claimants and the process seems to be designed so that anyone who qualifies for the housing addition under the UC will receive exactly the same amount of support for housing costs as they received under the HB arrangements

For private tenants, the amount of housing support will be set at a level that will generally make the lowest third of market rents affordable. These rates will uprated annually by the Consumer Price Index rate in the same way as other elements of the UC. In other words, exactly the same arrangements as will be applied to HB claims from 2013/14.

For social-rented sector tenants the housing component will also be based on the same arrangements provided by the current Housing Benefit system, with entitlement levels based on actual rents in both housing association and Local Authority properties. 
This however, will be subject to the limiting of payments to social-rented-sector tenants who under-occupy their properties applied to HB claims from April 2013 and the overall annual benefit cap. Other than this, the Welfare Reform Bill says that there will be no further changes to the arrangements for the housing element in respect of social rented sector tenants in the short to medium term.
Payment of Universal Credit and the Housing Addition

It is the Government’s intention that the housing addition will be paid to individuals as part of the overall UC payment and not direct to the landlord, as HB often is, especially in the social rented sector claims and vulnerable private rented sector claimants. The white paper however says the government recognises the importance of stable rental income for social landlords and will develop Universal Credit “in a way that protects their financial position”. 
Although there remains the intention to make payments of the housing support elements of UC directly to the claimant along with the rest of their UC entitlement, the DWP are sending out confused messages on this, particularly in respect of social rented tenants and vulnerable private rented sector tenants. 

The DWP has said it is looking at various options for achieving this including some ongoing use of direct payments to landlords, use of direct debits, and a protection mechanism which safeguards landlords’ income. They have yet to make any final decisions on this but it is clear this is one issue that has the potential of significantly complicating the payment and system requirement arrangements. 

So far, all they have said is that they would expect only about 20% of social tenants would require direct payment arrangements and, in considering those, they will take into account the experience of LHA claims.

More recent comments made by Welfare Reform Minister Lord Freud however, suggest a u-turn by the DWP on the importance of “protecting rental income for social landlords” as acknowledged in the White Paper

Lord Freud, speaking at the British Property Federation conference in January, revealed that direct payments would be phased out of the social housing sector and used as a “matter of exception where required” rather than as a matter of course.

He added that that the social sector enjoyed ‘overprotection’, and that the government’s new universal credit regime would see fewer direct payments to social landlords. This would bring them into line with the private rented sector.

Lord Freud said: ‘One of the biggest challenges I have is getting social payments into the universal credit without affecting the funding of social housing. I can see a system where social housing has less direct payments - I can’t see why private landlords should be dramatically different from social landlords.’
The real reason for this shift in policy however, could well be DWP concerns over the additional costs and time of developing its new IT system to provide for multiple payees for the different elements of one benefit. Similar issues relate to the payment of the child support element of the universal credit to the main earner rather than main child carer.
Both private sector and social sector landlords as well as homeless groups and housing welfare charities believe the refusal to pay landlords direct will not only lead to tenant arrears and evictions but will also convince landlords to refuse tenancies to those receiving the benefit, especially considering recent caps.  They add that, as private rented accommodation is now commanding considerably higher rental values in the last 12 months, there is little if no attraction or incentive for landlords to accept tenants in the benefit system.

In a further development, on the 13th June, a new clause was proposed in the committee stage of the Bill which would allow the housing element of universal credit to be paid directly to the landlord if the person in receipt of universal credit requests it or if the tenant is in considerable arrears.
In the discussions, Tom Greatrex, MP for Rutherglen and Hamilton West, said ..

 ‘If we move to a new arrangement whereby direct payment is not possible, there is a risk that [housing associations] will end up spending a disproportionate amount of their time, resources and effort on attempting to get arrears from tenants instead of trying to be as effective and efficient as possible in prioritising and concentrating on improving their stock.’

MP Paul Uppal said: ‘There are persuasive arguments about paying (the housing element of UC) directly to landlords.’.
Impact on Local Authorities

The direct payment problem

For Housing Benefit claims in the social rented sector the Housing Benefit is paid directly to the social landlord of the claimant. This applies to all LA owned tenancies (Rent Rebates) and most Housing Association tenancies.

The proposal that all the Universal Credit will be paid to the claimant, including the housing addition, will therefore have a particular impact on those social landlords, who will have to set up arrangements for collection of rent from the 70% or so of tenants who are currently having their Housing Benefit paid direct to the landlord.
It will also impact on LA housing strategies and policies, management and funding of local housing policies and schemes and provision of housing and housing support for homeless and other vulnerable people,
Currently, in the private rented sector, for claimants claiming HB under the LHA arrangements the default position is for benefit to be paid directly to the claimant and there are only limited arrangements where the LA is required to, or may choose to make payments directly to the landlord. However, around 20%-30% of private sector tenants receiving HB currently have those payments paid directly to their landlord., 

The Housing Benefit reforms contain additional provisions where the LA may consider making payments of HB direct to the landlord. These provisions came into effect from April 2011.

LAs are required to make payment direct to the landlord in the circumstances prescribed in HB Regulation 95 when

· Direct payments are being made from other income related benefits to cover arrears, or

· The claimant is eight or more weeks in arrears of rent 

LAs also have discretion in Regulation 96 to make payment to the landlord where;

· The LA considers that the claimant is ‘likely to have difficulty’ in managing their financial affairs including paying rent. 

· The LA considers that it is ‘improbable’ that the claimant will pay the rent 

· The claimant has previously had payments made to the landlord under Regulation 95

The Amendment Regulations expand the discretionary provisions in regulation 96(3A)(b) where the LA may choose to make payment direct to the landlord. From April 2011, an LA may choose to make direct payment where it considers that it will ‘assist the claimant in securing or retaining a tenancy’. 

According to Government Ministers, the intention of the provision is to give the landlord some incentive to reduce rents to a level that is affordable to customers. Although an intention of the regulation is that obtaining a reduction in rent from the landlord on the understanding that direct payment will be made to the landlord is a means of securing or retaining a tenancy, the regulations do not require a landlord to have actually reduced the rent before an LA may apply this discretion.

However, in a written answer to a parliamentary question on 15 December 2010 by Baroness Thomas, asking whether it will be a condition of direct payments to landlords for them to lower their rents, Lord Freud, Minister for Welfare Reform suggested the LA’s discretionary power will be limited to cases where the landlord agrees to reduce to the rent to an 'affordable level'. 

He said that LAs will be able to pay housing benefit direct to the landlord where they consider that it would help the customer to secure a new tenancy or remain in their current home but that “It follows that the rent must be at a level that they can afford. We will work closely with LAs to ensure that this provision is used in very specific circumstances where landlords are reducing rents to a level that is affordable for customers.”

It is unclear whether all or any of these direct payment provisions will be transferred to the Universal Credit housing addition element. Although the HB changes are intended to influence the rental market, the DWP would prefer to pay the whole Universal Credit entitlement as a lump sum to the claimant’s bank account without necessarily separately identifying what amount is intended to meet housing costs, let alone to separately identify the housing element, split it off and pay it to a third party (i.e. to the landlord)

This is mainly due to reasons of simplicity, especially in the development of IT systems. Developing a payment system  which can carry out the task of payment of elements of the Universal Credit to third parties is a complex development of systems to provide a facility that existing DWP systems lack, although LA benefit systems have long been able to pay to third parties..  
Incorporating the housing element into the Universal Credit

One of the biggest problem areas for the development of the new IT system for the UC is the incorporation of the housing element. LAs currently have very effective IT systems for dealing with HB claims, including the complex rent assessment and payment arrangements. 

Existing Income Support, Job Seekers Allowance and ESA systems have, in comparison, very rudimentary housing costs elements. It is these systems however, not LA systems which will be developed into the new IT system for the UC.

Those experienced in the development of such systems will have significant doubts about whether any supplier could deliver an effective system that could deal with the need for payment of the housing element to be made to the landlord within the timescales and budgets given. 
It is not just the issue of identifying the element intended to support housing costs within the Universal Credit payment and splitting it out for payment to the landlord, there are other problems. 

The involvement of a third party in the claim, with responsibilities, for example, to report changes in circumstances where claimants move, responsibility for overpayments and the making of dual payments create complex relationships within the claim process.

Given that there has been a guarantee that people will receive the housing element on the same basis as the previous HB arrangements, this will result in other complexities unique to HB claims being imported into the UC in addition to those involving the landlord. 

Issues which it has taken LA benefit services years to develop effective systems to deal with, such as temporary absence, eligible and ineligible service charges, rent free weeks, liability to pay and occupation of the home, contrived and non commercial tenancies and so on will all complicate the Universal Credit arrangements and will have to be catered for in legislative, administrative and IT design. 
Support for housing costs and LA involvement

Although there was widespread initial support for the principals of the Universal credit when the White Paper was first published, as more detail begins to emerge, many commentators are now beginning to express concerns and asking questions about the proposed arrangements, as well as questioning some of the Government’s figures and assumptions.
Many benefits and housing groups are particularly concerned about including housing support within the Universal Credit. This is due to the particularly complex links and interplay between the current HB arrangements and the housing market.

· In the private rented sector where HB helps in sustaining the market and therefore provision of accommodation and the ability for individuals to pay the going market rate for rented accommodation.

· In the social rented sector, where over 70% of tenants are in receipt of HB and virtually 100% of LAs’ homeless clients and other vulnerable groups, including those with severe mental and physical difficulties needing specialist housing provision and support. Housing Benefit is therefore the main source of income for social landlords and the guarantee of continued income through HB payments administered by the LA is therefore the main element ensuring the continued provision of these social housing services. 

There remains confusion however regarding the continuing role of LAs in provision of housing support and conflicting comments from the DWP which vary from there being no involvement by LAs whatsoever in the delivery or assessment of the Universal Credit to, LA retaining some responsibility for the ‘non-mainstream elements’ (e.g.. supported housing), to having a model based on local commissioning and local delivery of the face to face service for customers.  
The DWP’s current position is that no decision has yet been made about how Universal Credit will be delivered when it is fully up and running from 2017 and that no firm decisions on this will be taken until the new Parliament in 2015. Subject to that,

· universal credit will apply to new customers from the autumn of 2013;

· universal credit will be administered through a new online channel, callcentres and processing capability drawn from Jobcentre Plus and HMRC, and with Jobcentre Plus handling face-to-face business to start with, so new claims will not in general be handled by councils from 2013;

· between now and 2017, councils will continue to deliver Housing Benefit for existing customers until those customers transition onto Universal Credit;

· The arrangements for the period after 2017 may involve local commissioning and local delivery of some elements of the scheme

This means that, even once the Welfare Reform Bill obtains Royal Assent, currently timetabled for the Autumn, there remains scope for Local Authorities and other organisations to lobby and press for change on the detail, including administration arrangements.

The Welfare Reform Bill accepts that there are many policy and operational issues to work through in respect of housing policy and support. The Government, it says, will work closely with Local Authorities and the housing sector as plans develop.

Council Tax Benefit (CTB) will not be part of the UC and its administration will be devolved to LAs. LAs will receive grants towards the costs of local Council Tax benefit/ rebate schemes which will be 10% less than current CTB costs. Much more work on this is required in discussion with DCLG who will take over responsibility for CT rebates/benefit from the DWP.

Other than CTB, any involvement of LAs in delivery of the UC is not set out in the white paper, other than in one para, which says

“The potential implications and opportunities for Local Authorities are significant. The Department for Work and Pensions will hold further discussions with Local Authorities and their associations about the detail and implications of Universal Credit for their Housing Benefit operations and of the new approach to Council Tax costs. This will include considering whether there may still be a role for Local Authorities in dealing with non-mainstream Housing Benefit cases (for example, people living in supported or temporary accommodation). Local Authorities may also have a role to play in delivering face-to-face contact for those who cannot use other channels to claim and manage their Universal Credit”.

What is left for local authorities?

Local Authorities are currently responsible for administration and delivery of Housing Benefit (HB) and Council Tax Benefit (CTB) including implementing the many legislative changes affecting HB and CTB rules. Under the Government’s proposals, help with housing costs will be provided as part of the Universal Credit, replacing HB.

These changes will therefore have an enormous impact on Local Authority benefits, revenues and housing services.

LAs will have the responsibility of implementing the cuts in HB payments prior to the roll out of Universal Credit and will then have their responsibilities for supporting housing costs removed from them under the transfer timetable, and DWP agencies will take over responsibility for providing support with housing costs as part of an overall needs assessment. 

Clearly, therefore, the administration arrangements the DWP intended for the UC will have a significant impact on Local Authorities with the eventual removal from them of the responsibility for dealing with the HB scheme.  Question marks arise over many issues including the delivery of local housing policy, the future of the highly skilled benefits staff in LAs and the significant investment in benefits services carried out by LAs over the last few years.
This means that LA benefit services will be faced with a great deal of uncertainty over the next few years with problems of political profile, budget allocations and staff recruitment and retention.

There is still a long way to go and a lot for LA benefit and wider services to do before this ‘hangman’s noose’ finally tightens.

LAs have been given an important responsibility for helping prepare the welfare system for the UC up to and beyond October 2013, including applying the reforms and cuts to HB and in administering the total weekly benefit caps. 

After 2014 LAs will continue to have a number of benefits related responsibilities 

· The responsibility for administering local CTB. 

· Residual responsibility for administering the household benefit cap

· Responsibility for administering parts of the Social Fund will also be delegated to local authorities.including Community Care Grants and Crisis Loans. 

· LAs will also retain the responsibility for administering and existing HB claims for working age claims until those claims are finally transferred to the UC. 

· Responsibility for HB claims for pensioners. It is intended this will eventually be transferred to the Pensions Service and paid on the same basis as the housing allowance in UC. There is no definite timetable for when this transfer takes effect however.

Universal Credit will not be fully operational for existing customers until around 2017, so that is over six years of continued LA involvement in the benefits scheme.

In addition, the DWP say they are still considering whether there will be some ‘residual parts’ of housing support administration that will stay with LAs and whether there is any a role for LAs in helping to administer Universal Credit for those claims that cannot be taken on-line or through contact centres.

LAs may be able to help in the labour market functions of the Universal Credit by developing partnerships with local Jobcentres and voluntary organisations, to find work placements, etc.

The White Paper also suggests that Housing Benefit for specialist areas of social housing, such as supported accommodation and temporary accommodation, may stay outside of the Universal Credit and continue to be operated by LAs.

These areas together may represent about 5% - 10% of the current Housing Benefit caseload. But what the White Paper is doing is suggesting this possibility, rather than promising this work to the LAs. If this work was to stay with LAs, it would be a major blow to the Universal Credit.

Temporary accommodation is a significant and expensive sector and to leave its housing costs outside of the Universal Credit scheme would represent a failure of policy objectives.

Claimants in temporary accommodation would (presumably) get some of their money from Universal Credit, and their housing costs from the LA, exactly the kind of complexity the Universal Credit was designed to get rid of.

Leaving these branches of social housing out of Universal Credit would be an admission the Universal Credit is not flexible enough to meet the housing needs of the most vulnerable and will set an important precedent. 

There will be great pressures on the DWP to bring the UC in on time and this urgency may result in this type of claim and maybe a number of other special or complex areas out of the UC either on a temporary or permanent basis.

If a special case has been made for these types of claim, why not for the rest of social housing? Without the steady stream of housing benefit, many housing associations, ALMOs and council house departments will become non-viable, they will argue. How, then, would they build the 150,000 new homes the spending review promises?
Part 2 - Problems with the Government’s proposals

Cheaper, Simpler and Fairer?

The proposal for Universal Credit contain many potential problems in administration and service delivery to benefits claimants. Ministers claim the changes will introduce a benefits system that is cheaper, simpler and fairer. Anyone with experience of Welfare and Welfare Reform know however, that history has shown you cannot achieve all three and compromises have to be made. Welfare reform can create a system which is: 

· Cheap and simple – but it will not be fair as it will not meet the complex, differing and specific needs of all vulnerable people

· Fair and simple – but such a system would be prohibitively expensive

· Fair and cheap – but would have to be immensely complex.

The Universal credit is not the radical change that Ministers have claimed for it. The ‘building block’ approach, with personal allowances and additional ‘blocks’ relating to the benefits the Universal Credit replaces, and the ‘no losers’ pledge means that it is neither a simplification, nor is it radical. In effect, the proposals as currently outlined, will result in importing all of the complexities within the existing benefits system into the Universal Credit arrangements. 

This is because the complex assessment rules in existing benefits will simply become part of the assessment rules for the ‘blocks’ or elements of Universal Credit which replace those benefits. This is especially true for the housing element of the Universal Credit.

As a result, critics are already pointing out that the Universal Credit;

· Is not radical, it is simply a rebranding exercise
· It will not be cheaper as expensive IT development is required and new administrative arrangements need to be provided

· It will not be better or more quickly delivered. For example, the various elements making up the one benefit will all have to be assessed, evidence verified and queries resolved before any of the benefit can be paid and the whole benefit may have to be suspended following a change in circumstances, leaving the claimant with no benefit income even if the change affects just one element 

· It will not be easier to understand

· It will not create work incentives (the taper is too steep)

Customer contact and IT

The DWP says £500 million year will be saved through reduced admin costs of the new single welfare payment. This, the DWP says, can be achieved through “pushing work out to the public over the Web to do more of it themselves”. 

This system, says the DWP, will provide digital, on-line services which will be the default option for contacting the Agency providing services which are cheaper and easier to access. In addition, it will free up advisor time to focus on providing face to face back to work advice.
The Bill does accept that not all claimants will be able to use PCs or be happy to use online access to deal with the system, but that this will be the preferred interface nonetheless.

This digital route will be the primary route for recipients of Universal Credit in contacting the DWP in order to meet their responsibilities for making claims, checking entitlement and reporting changes in circumstances. 

IT development

Such a major changes which replaces a number of benefits assessed using a number of different IT systems will require the development of a new IT system which can handle the various assessment rules and involving a database of national proportions. 

The Universal Credit IT project, involves merging six different benefits systems into one in five years, and has thrust DWP into a close partnership with HMRC that will involve building a unified system from components consolidated across their two computing infrastructures.
DWP IT managers insist it can manage the massive reorganisation of computer systems demanded by Universal Credit “as long as politicians don't move the goalposts and over-complicate matters”. 

Meanwhile, an audit of the many, often elderly benefits systems on which the DWP has to build Universal Credit, showed that some are so outdated they must be scrapped because it would be impossible to adapt them in the time given.

The DWP’s IT manager reported to ‘Computer Weekly’ that "What we are building with Universal Credit, we are hoping to re-use a lot of what we've already got. [But] Our big systems are really difficult to change. The testing of them is three or four months alone

"We've got a large number of outdated, inflexible IT systems - VME systems," he said. "Changes take about 18 months in the lifecycle of a VME application. We can't manage it with those VME systems. We will have to replace those with systems that are componentised."

In fact, two new IT systems will require to be developed, one for the claim maintenance, assessment and payment of the UC, to be developed by the DWP and a second system to provide the real time link to PAYE data, to be developed alongside and in conjunction with the UC system, by HMRC.

Although the DWP confidently say in the White Paper, that the UC will require IT development “of moderate scale”, and it and its suppliers are confident of handling within budget and timescale”, there are already some concerns being expressed over the complexity of the systems required to be developed, tested and made operational over a very tight timescale.

There are increasing reports that senior officials at the DWP have privately conceded that the complex IT systems that Universal Credit needs will not be ready in time. Particularly problematic is the “real-time” link with the HMRC which will feed up-to-date earnings data into the Universal Credit. In IT terms, this is a complex and enormous undertaking with the very real prospect it being delayed by many months.  

The White Paper however builds-in a margin of error for delays.  Careful reading of it reveals that the start date for Universal Credit is given as a range of dates, namely October 2013 to April 2014, rather than a specific date. This gives 6 months leeway, within which the Government can claim they are still within the stated timeframe.

The DWP continues to be upbeat about how the IT systems, with the proposed real time PAYE system being developed by HMRC in order to provide real time, automatic verification of earnings for new claims and to automatically identify and assess changes in earnings
The DWP’s partners in this process, HM Revenues & Customs, has however, already expressed doubts that it can produce the necessary real-time ICT systems, potentially delaying the timetable for introducing the Universal Credit system.

HMRC got a £100 million boost in the CSR to build a new real-time system to better track people’s job changes, with the system also providing the foundation for government plans for a universal credit benefits programme. 

It has reported to the Public Accounts committee however, that there may be delays in delivering the system where HMRC said that it might not be able to get the necessary systems in place in time.

Dame Lesley Strathie, Permanent Secretary and Chief Executive HMRC said in March 2011 that “The universal credit programme, in its infancy or pre-programme state, will require the DWP to extract that information from HMRC, so the speed at which we have to build the technology and start this process is, to a large extent, determined by the welfare reform needs. We want to move to real time to make it better, but there is an imperative. We have a big job to do and DWP has a big, hard dependency on HMRC.”

When asked whether this means that HMRC will not be able to deliver ICT systems in a time frame to enable DWP to introduce the Universal Credit within two years. Dame Lesley said: “I think it is important that I don’t answer for DWP any longer.”

When pressed further, she added; “We are planning to deliver to support universal credit. Let me reassure you. ...But she added: “I can’t answer what DWP would do if HMRC failed to deliver.”

Those with experience of the IT projects involving the development of large, complex systems and, in particular, Central Government IT projects will feel that there are significant risks resulting in the possibility of significant delays beyond the 6 months leeway provided for.

In the not unlikely situation that such delays are experienced, the Government will be forced to decide between forging-ahead with non-ideal or partial development IT system (maybe by dropping the real-time earnings link with HMRC, or by simplifying the structure of the Universal Credit itself), or accepting a long delay which may not be politically acceptable. 
The Decentralisation and Localism Bill

The next problem is that the proposal for the development, roll out and especially, administration of the Universal Credit is entirely centralised within the DWP. This completely ignores the Government’s own policy of localisation as contained in the Decentralisation and Localism Bill also going through Parliament and also expected to receive Royal Assent in the Autumn.

In launching this Bill, the Prime Minister, David Cameron, said that devolving responsibility locally and to the front line is the most cost effective means of delivering services.

In the introduction to the Bill, Nick Clegg, the deputy Prime Minister says;

“Radical decentralisation means stripping away much of the top-down bureaucracy that previous governments have put in the way of frontline public services and civil society. It means giving local people the powers and funding to deliver what they want for their communities – with a particular determination to help those who need it most.

One of the principal aims of localism as set out in the Bill is local accountability. The Bill says localism will “Strengthen accountability to local people – by giving every citizen the power to change the services provided to them through participation, choice or the ballot box.
The Bill says that centralised delivery of services has failed. It says;

“(Through centralisation) Record levels of spending were channelled through the most sophisticated system of state control in Britain’s history. Elaborate mechanisms of audit, inspection, targets and guidance enabled the centre to micromanage the public sphere to an unprecedented degree. This may have been done with the best of intentions, but it failed”.

In a centralised system of government, the Bill says, the direction of accountability is up – from the frontline, to the centre, via the bureaucracy that connects the two. Accountability however, should point the other way – down to the people who actually use and pay for public services.

There are three reasons why the Government says it wants to strengthen this democratic kind of accountability:

· Firstly, because it forces service providers to focus on the local people and places to which they owe their first allegiance.

· Secondly, because it gives citizens a good reason to re-engage with what goes on in their communities.

· Thirdly, because it displaces the topdown bureaucracy of accountability to the centre and therefore control by the centre.
All of these, and other comments in the Government’s support for decentralisation and localism apply to benefit services and will appear very familiar to anyone involved in the administration of benefit services over the years

· Benefit services have suffered from the problems of centralisation mentioned in the Bill, which results in micromanagement involving detailed audit inspection, targets and central guidance

· There is no accountability to local politicians for policy decisions on benefit services

· There is little or no focus on local people and their problems

· There is tight central control with little or no flexibility to make decisions at a local level.

The proposals for the administration and delivery of the Universal Credit significantly increase these problems as, in their current form, they take no account whatsoever of the policy and provisions of the Decentralisation and Localism Bill. 
As a result, the proposals for a centralised delivery of the Universal Credit contained in the Welfare Reform Bill will lead to exactly the problems associated with the centralised delivery of services vital to people locally, with the additional costs, bureaucracy, lack of engagement and lack of accountability identified by the Government itself in its Decentralisation and Localism Bill..

So far, the Coalition Government has been silent on why they think the benefits service is the one vital service to local people that should be exempt from its flag ship policy of decentralisation and localism. 

The Communities and Local Government Select Committee’s report on localism, published on 9th June expresses concern about the commitment (or lack of it) to localism in some Government departments and specifically singles out the DWP.

The report says that it welcomes the government's commitment to localism and decentralisation and agrees that power in England is currently too centralised but that the DWP provides a good example of how government departments are 'not always going about decentralisation in ways anticipated or asked for'.

Committee goes on to say that the explanations of localism and decentralisation that the government has provided thus far invoke very 'diffuse aims', and that this 'somewhat elastic' approach to the definition of localism is evident in the discrepancies in how the policy is put into practice by government departments  -

The report says that “DWP provides a good example of how departments are not always going about decentralisation in the ways anticipated or asked for by other stakeholders. One of DWP's biggest priorities since the change of Government has been the re-organisation of welfare schemes. Local authorities have been vocal in their requests for greater powers to tackle worklessness in their areas, arguing that their intimate knowledge of local circumstances could make a decisive difference to the prospects for success. Despite this, the Work Programme is being organised on the basis of regional contracts, an approach characterised by some in the local government sector as strikingly 'centralised'.”
This criticism of the DWP can also be said to apply to its highly centralised approach to the administration and delivery of the Universal Credit.
Options for Local Authorities’ continued involvement

Could there be an enhanced role for LAs in UC?

The budget and spending review has set aside a figure of £2 billion for the preparation and roll out of the Universal Credit, however, nobody knows exactly how much the cost will be to introduce the UC including both the cost of introducing new procedures and systems and any additional payment costs of the new benefit itself. 
Clearly though, taking account of the size of the project, the IT requirements and the timescale, the costs of introducing the new benefit is likely to be very large.

Many groups and organisations involved, not just LAs, have been arguing that involving LAs much more in the administration of the UC will be much cheaper.

The structure of the Universal Credit is vey similar to that which applies to HB, which is also an income related in and out of work benefit. This means that, if LAs were given the responsibility of running the UC then they could simply take the UC personal allowance, add any relevant additional amount (in effect this is the same as an applicable amount), add this on to the rent used in the Housing Benefit calculation and apply the taper, using existing IT systems and regulations - A Universal Credit at almost zero cost?. 

LA benefit services have a record of long experience, effective systems, knowledgeable staff, good performance and effective local links such that they would have no real problems in administering some, or all, of the UC arrangements.

LAs’ benefit services also have a long record of successfully implementing major benefit changes, in 1988, 1990, 1992, 1996, 2000, 2003 and 2008. Whatever major changes the DWP and Government have thrown at LAs they have done and implemented 

LAs have also shown significant improvements in counter fraud, overpayment recovery, implementing of IT systems and in service delivery, so that they are now more effective in these areas than DWP agencies

The intention of the Welfare Reform Bill is that DWP agencies will have the almost exclusive responsibility for the UC. This ignores this record of LA expertise, experience, knowledge professionalism and investment in benefit services. 

The DWP says that this ruling out of LAs from the core administration of the Universal Credit is in order that the arrangements are ‘cost-effective’. To be cost effective, it says, the Universal Credit needs to be run by a highly-automated, centralised process. The DWP points out is it already has large regional delivery centres and call centres at the Jobcentre Plus. LAs, by contrast, it says, are 407 separate entities.

It is therefore on the basis of economics, rather than competence, that LAs have been taken out of the reckoning. Any argument for including LAs into the arrangements will therefore have to tackle the economics, not competency argument. 

So what options are there?

Given the existing knowledge, experience, expertise and investment in benefit services within LAs, and the uncertainties and division in Government there are a number of options for continued LA involvement in the provision of support with housing costs and the welfare benefits system which LAs may start to argue and lobby for.

Whilst not being an exhaustive list, these may range from;

Keeping HB out of the Universal Credit scheme. 
Given the complexity of HB, its differences from other means tested benefits, its close links with local housing provision and the involvement of third parties, there is a case for such an option. 
An even stronger case can be made for arguing HB should not be part of the initial UC arrangements but phased in later ‘when the time is right’. The DWP will have enough problems in merging the income related benefits they currently administer without the additional complexities of HB. 
It would be much easier to rollout Universal Credit without the housing element and continue with LA administered HB until the basic Universal Credit is ‘bedded in’. This was the approach taken by the previous government with tax credits but they never got round to incorporating HB into the tax credit structure because of the complexities involved.

This option remains a ‘fall back’ position for the DWP and there are already rumours that any initial piloting of the Universal Credit may not include the housing addition.

The obvious problem the DWP will raise against this option however, will be that leaving HB separate from the Universal Credit could undermine the back to work incentives within the Universal Credit. This, they will say, is due to ‘the taper problem’.

The argument goes that, if housing benefit is kept outside of the Universal Credit arrangements then there would have to be a separate taper to reduce the HB in addition to the taper reducing the Universal Credit for those with earnings. These two tapers, combined could result in unacceptable marginal deduction rates eroding the incentives to work.
One answer to this taper problem is to have two tapers which combined, add up to 65%. This would involve complex rules, arguments about what the ‘split’ would be, and lead to problems with those minority of claims which do not have eligible housing costs.

There is however a much simpler and fairer solution which highlights the bigger taper problem which exists within the proposals for Universal Credit. This problem occurs in how, and in what order, the taper is to be applied to the various ‘blocks’ making up a claimant’s UC entitlement? As yet, the DWP has not explained this process. 

Where there are separate benefits, as currently exists, each benefit can be eroded simultaneously as income increases using separate tapers (in some benefits such as IS and JSA, this is 100%). Where all those benefits are merged into one benefit however, are the additional elements eroded by the taper first, before the core personal allowance is eroded? For example, does the taper reduce the housing element, then the child support element, then the disability element (support or work related activity component) and leave the personal allowance last, or is the personal allowance eroded first before the additions?

Under the current arrangements, it is the personal allowance, represented by Income Support or JSA which disappears first. The housing element, by way of HB is eroded last as part of ‘standard’ HB claims.

This same arrangement could apply to a situation where HB is kept out of the UC. Under such a scheme, the UC is eroded first by the taper. Whilst ever there remains some entitlement to UC, HB is passported at the maximum rate. Only when the UC is fully eroded by the taper, will LAs take over and apply the 65% taper to the housing costs in the same way as a ‘standard’ case. This mirrors the current situation and resolves the taper problem.

LAs, not DWP administer the whole of the Universal Credit

If HB is to be part of the UC, there is the option that LAs administer the whole scheme instead of the DWP. This would fit in with the localism policy and it is something LAs have the systems to do (with a little tweaking) and the staff to do (with a little additional training). 
LAs have introduced changes of a similar scale in the past and there is no reason to suspect they could not successfully administer the UC in a way better than the DWP could, provided they received the adequate funding and support from the DWP.
In order to meet the overall policy objectives of the Universal Credit, any scheme which includes such LA involvement, will require two important elements

· Consistency and clarity of the decision making process

· An independent appeals or decision review process 

This would be resolved by the DWP retaining overall responsibilities for policy, legislation, funding, monitoring and policing standards much in the way as currently exists with the HB scheme. The DWP would be responsible for providing the national legislative framework and guidelines within which LA would operate.

This principal would apply to any LA involvement in delivering the Universal Credit but it should also apply to those elements of the welfare system that are already being localised including Council Tax Benefit and the administration of crisis loans and community care grants.
No LA involvement in the delivery of the Universal Credit

LAs could simply opt out, breath a sigh of relief that they are no longer involved in benefits delivery and throw away 30 years of investment in staff and service delivery.
The whole system is administered and delivered by the DWP as one benefit claimed at one point (electronically) and paid as one payment within a consistent national scheme where everyone is clear about their eligibility and level of entitlement.

This would be the DWP’s preferred approach but it comes with numerous problems associated with a highly centralised top down service and the associated lack of response to local needs or local accountability, burdensome administration and delays, transition problems, poor choice in customer access to the service, lack of flexibility and potentially large hidden costs in addressing such problems.
A Partnership approach to delivery

There are other options however, between the two ‘poles’ of either LAs being taken out of UC entirely or LAs being given full responsibility for the UC.

LAs could administer parts of the UC scheme. This is the approach being considered by the DWP where they would envisage LAs providing the front line face to face service, including the gathering of claims and claims data as well as data following a change in circumstances and passing this on to the DWP for the claim to be reassessed. 
The problem with this option is that it creates a distinct front office-back office relationship between LAs and the DWP with the consequent data exchange problems, delays and one side not knowing what the other is doing. It is not a ‘lean’ option.

It is possible however, for local arrangements to be developed. For example, local partnerships between Jobcentres, LAs and voluntary organisations to help vulnerable people to access the Universal Credit in a variety of ways and to operate the labour market aspect of the new benefit. The consultation paper "21st Century Welfare" itself says:  "..devolved welfare systems ..can stimulate innovation and…are more aligned to local circumstances.”
LAs could develop this partnership role. Customers could be given a choice of how to access the UC. This choice would include the DWP’s option of on-line contact or contact through their existing contact centres. Customers however, could also be given the choice of contacting their LA.

In this way LAs would take on the responsibility for the face to face contact with customers and to deal with those customers in a much more holistic way, providing advice and support across a range of other LA and other support services using one source of information. For such an option to work however, LAs would also need access to DWP systems in order to enter that data and process the claim at the point of first contact and advise the customer of the result.
Although the Universal Credit is intended as a means of providing holistic support by combining all the various in and out of work benefits into one single benefit, in effect, it only actually combines six main benefits and it does not identify or provide for any other financial or support needs of that customer 

The Welfare Reform Bill sees this new benefit in isolation from the other help and support a person who requires UC may require other than return to work support. The UC covers a wide range of claimant type, only a minority of which are able to work or actually in work. Other recipients will have a range of other problems and support needs. 

The Bill, in concentrating on work and return to work incentives, is silent about how this other support may be identified or provided for through the electronic contact arrangements proposed. In this way, some commentators have said that the UC falls into the same trap most other welfare systems have fallen into, i.e. they assume predictability of need. 
Research and experience shows that those in most need lead lives in which there are not just financial needs but a range of other needs associated with, family, social, educational and health problems resulting in unpredictable crises. 
To really help those trying to help better themselves, systems and processes are required that identify needs and their unpredictability. That will entail giving front-line staff responsibility for holistic support with the ability, flexibility and authority to apply the system. 

This is something which, historically, the DWP agencies have failed to do, due the type of training and the tight rules and inflexible procedures agency staff are required to adhere to.

LAs are in a much better position to provide such a holistic approach through such a partnership deal with the DWP.

Under such a partnership arrangement, designated LA staff would have access to the Universal Credit system, would receive claims from customers and help them enter those details on-line to the UC system. LA staff would also be able to verify evidence in support of those claims and notify the claimant of the assessed eligibility and entitlement details. 

LAs would be paid by the DWP for providing this service based on numbers and results. For the DWP this would be more cost effective than setting up their own arrangements for face to face or other personal contact with customers and would ensure the most vulnerable who are unable to access the on-line arrangements would not lose out on their entitlement to the UC.  

The advantage for LAs is that LAs could provide this service as part of a much wider holistic service to local people where local people can access the whole range of LA services as well as state benefits all from one single point and by providing the required relevant information only once. 

Such an arrangement could be built on, but would be a great expansion of the existing relatively successful, but much more limited  ‘tell us once’ pilots. 

It would also build on the government’s policy of localism set out in its Decentralisation and the Localism Bill.

Local Commissioning of services
This is another option actively being considered by the DWP but there is very little detail on the direction of their thinking. Apparently it involves the DWP accepting bids from organisations, either national or local, public or private sector, LA or 3rd sector. Successful bids would be those who offer to provide the most ‘cost effective’ delivery service and the operator chosen would take over responsibility for delivering elements of the Universal Credit in local areas under some form of contracting arrangement for a specified period of time.

Such commissioning and bidding for services has already been introduced in various ways by successive governments in areas as diverse as rail operators, commercial television channels, 3rd generation mobile telephone, schools and refuse collection.

Applying such a model to the delivery of welfare services however requires very careful consideration as there would inevitably be a potential costs/profit element and conflict of interest. There could also be problems of consistency of application and potentially costly contract monitoring requirements for the DWP ‘client’. In effect, this would be a form of privatisation of benefits delivery, despite the DWP’s assertions to the contrary on the basis that LAs and the voluntary sector would be allowed to submit bids.  

Much more detail will be required from the DWP on their intentions regarding the bidding process, the funding arrangements and the contractual requirements before this option can be fully evaluated.

Requirements for LA involvement

The DWP’s view is that the proposals for centralised delivery of the Universal Credit that they have outlined would create a new system which will result in savings in time and money on administration of benefits. 

The record of the DWP in providing a good service to its customers however, is not good. In 2009, 2.3 million contacts to the DWP were driven by people contacting the wrong agency and 1.4 million by people contacting the wrong office, which DWP says prevents people taking up benefits to which they are entitled. For example, in 2008/09 only between 38% and 51% of those in work and entitled to Housing Benefit actually claimed their allowances, as a result of poor advice from Job Centre Plus staff, who were unaware of HB eligibility rules for in work claimants.
The DWP has also recently announced that it is to close 17 benefit processing centres and five contact centres over the next twelve months, with a threat to 2,400 jobs.

Many within LAs and other organisations claim LAs could provide a better service in the delivery of Universal Credit.

LAs have the expertise, experience, investment and systems not just to provide a face to face customer service but also in the assessment and processing of claims.

The legislative provisions to allow LAs to be involved in the delivery of the Universal Credit already exist within the Welfare Reform Bill which makes wide provision for the administration of the Universal Credit, leaving a number of options open.

Regulation 29 of Bill says functions “will be carried out by employees of DWP or persons authorised by the Secretary of State”. Although designed to cover contracting out of certain functions, possibly to either the private or voluntary sectors (e.g job finding etc) it does leave the door open for LA involvement as ‘authorised persons to carry out some, or all, of functions relating to UC administration.

Regulation 29 says “An authorisation given by virtue of this section may authorise the exercise of a function or functions by authorised persons

· wholly or to a limited extent;

· generally or in particular cases or areas;

· unconditionally or subject to conditions.

An authorisation under this section—

· may specify its duration;

· may be varied or revoked at any time by the Secretary of State;

· does not prevent the Secretary of State or another person from exercising the function to which the authorisation relates”
Provisions for sharing of information also leave door open as LAs are included in the list of bodies data may be shared with.
In order to persuade politicians and the DWP of the merits of LA involvement however, they will need to show that, not only could they do the job better (which is not difficult to prove) but also that they can do it cheaper.

In order to do this LAs can point to their existing systems which already assess and pay Housing Benefit and would be more than capable of dealing with the housing element of Universal Credit and, with little additional development, the Universal Credit as a whole. This, in itself, would deal with the direct payment to third parties problem and the problems and costs of developing a new national benefits IT system.

LA involvement would provide customers with a choice rather than being dictated to over how they access the service and how they are paid.
It would also address the issue of localism and meet Government policy on local delivery, local accountability, local engagement and removal of top down bureaucracy.

 In order to do this, LAs would have to develop a coordinated approach that provides alternatives which offer;

· A cost effective, value for money, efficient, speedy and customer friendly service

· A lean service that is provided at the front end and face to face when required.

· Provisions which take account of the localism agenda

· Makes the most of existing knowledge, expertise and technology rather than wasting resources on new or enhanced DWP systems and employees

· A true partnership approach between  DWP, LAs, the 3rd sector and the private sector

· Joined up administration using effective technology behind the scenes rather than up front

· Safe and secure, ensuring public funds are best used and best targeted, eliminating error and fraud.

LAs will also need to show they have answers to each of the issues the DWP will raise, including

· Technical – LAs’ existing systems, sharing of data, knowledge and expertise
· Administrative – customer services and processing systems

· Legal Power – Application of Regulation 29

· Staffing – already in place, saves on the costs of LA redundancies and waste of knowledge and experience

· Costs – Current involvement of LAs in HB/CTB only costs the DWP £0.5b, DWP ‘going it alone’, will cost much more than this.

· Political – Meets policy intentions of Universal Credit, Welfare Reform, making work pay and localism.
 A number of Local Authorities are already considering the issues involved and arguing they should be involved in the administration and delivery of the Universal Credit.

A report to members, written by officers at Crawley LB for example says, “The aim of this paper is to show that Local Authorities are strategically placed to:

· Support the aim of Universal Credit (UC) to make work pay as they take an active role in creating the economic environment to encourage business in their areas

· Support the aim of reducing complexity as UC could be delivered locally with easy accessibility to well trained and experienced staff

· Support the aim of ensuring the aim of protecting the most vulnerable in society through existing partnership arrangements with homeless services, advice and voluntary organisations and charity providers

· Support the aim of reducing fraud and error through data sharing, much of which is already in place e.g. with DWP, HMRC, internally, private companies 

· Support the aim of reducing the cost of administrating benefits through reduced avoidable contacts and effective assessment

· Support the aim of improved wider social benefits e.g. lower crime and improved health because of existing partnership and information sharing arrangements   
DWP beginning to move?

The DWP may be beginning to move on its proposals for delivery of the Universal Credit and possible LA involvement. An internal note circulated at the end of May gives a fuller account of what the decision about delivery arrangements means for LAs.

The central point, the DWP says, is that no decision has yet been made about how Universal Credit will be delivered when it is fully up and running from 2017. 

In particular, the DWP says it wants to make it clear that the ongoing consideration of delivery arrangements for 2017 and afterwards will involve as a core option a model based on local commissioning and delivery of face-to-face support to customers. 
The document adds that “the government’s work on delivery options to date has looked closely at the innovative models councils have developed, often in partnership with other public, private and voluntary organisations. These models, together with DWP’s past experience of exercises such as “Tell Us Once”, have made a strong impression. There is a very significant opportunity for local government to make the case for innovative local commissioning and delivery of face-to-face support within Universal Credit.”
The DWP says it has decided on a delivery arrangement for 2013 that involves minimal organisational change. The logic of this position is that the introduction of Universal Credit is in itself a very major change that carries significant risks, and that it would be a needless extra risk to undertake organisational change as part of the initial introduction of the new Credit. 
The DWP add however that “It would be a mistake to read into the decision about 2013 delivery any negative message about the potential for new and more localised arrangements in Universal Credit’s steady state; and – we’d suggest – therefore even more of a mistake not to continue to make the case for new localised arrangements.”

In the June edition of HB Direct, the DWP says that “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 this Parliament – as we need to learn from early implementation. We will continue to work with colleagues in HMRC and LAs to test new ways of working in the long term and consider how we can build on the best capabilities of current organisations to provide a consistently excellent service to claimants and ensure value for money. We will also be working with LAs on how we might help support claimants locally”.
These statement suggests that there may at least be some people in the DWP open to suggestions about continuing LA involvement in the delivery of the Universal Credit. The ball therefore is now firmly in the LAs’ court. 
Sheldon Wood
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