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Foreword

The basic formula that links the income of an individual or family to the provision of ‘free’ services or support by the Government is a simple one that has endured for over a century despite repeated attempts to reform and simplify the welfare system during that time. 

Over time, however, this system of passported benefits has grown considerably in variety and complexity, from simply providing meals to children who were ‘unable by reason of lack of food to take full advantage of the education provided for them’ in 1906, to a position today that sees a plethora of inter-dependent passported benefits being administered by a variety of government departments, devolved administrations and by non-government organisations such as those who supply utilities. The complexity and cost of administering this nexus of arrangements has been brought into sharp relief with the impending introduction of a Universal Credit in 2013. 

In the absence of an overarching coherent strategy for passported benefits, or satisfactory arrangements to oversee it, Lord Freud (Minister for Welfare Reform, DWP) invited the SSAC to lead a review of passported benefits and, in particular, to consider how they might interact with Universal Credit when it is introduced. 

The Committee was pleased to receive this very different type of commission to its normal work, and to have the opportunity to inform the Government’s thinking on passported benefits. This report sets out options for change and the guiding principles that we consider would serve the Government well in examining passported benefits within the Universal Credit regime. We have not made any specific recommendations or given formal advice, but have sought to highlight potential options for both the short and longer term. The impetus for change is increasing and the introduction of UC provides a unique opportunity to rethink passporting.

A considerable number of organisations and individuals have supported SSAC during this review, and I would like to record the Committee’s grateful thanks to everyone who has contributed to our review activities during 2011. The Committee’s particular thanks go to Professor Janet Walker (the Deputy Chair of SSAC) for leading this review so ably, and to Dr Nicola Moss, SSAC’s Research and Policy Officer, who supported her in doing so. I should also thank officials from across Whitehall and from the Scottish Government, Northern Ireland Assembly and the Welsh Government for their generous support throughout the process.



Paul Gray
SSAC Chair
February 2012
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Executive Summary

1.	Introduction to the Review

	In May 2011 the Social Security Advisory Committee (SSAC) was commissioned by the Minister for Welfare Reform to undertake an independent review of the current system of passported benefits and to provide advice on the possible approaches to the provision of these benefits when Universal Credit (UC) is introduced in 2013. Such approaches should neither involve a net increase in expenditure nor compromise the key objectives of welfare reform: simplification of the benefits and tax credits systems and making work pay. The Committee agreed to put forward possible options for the future but to stop short of making specific recommendations as to the best way forward. This Commission was unprecedented: it enabled the SSAC to offer assistance at the formative stage of policy making, having gathered evidence from a wide range of sources.


	The social security system in the UK is in the process of being overhauled. Central to the Government’s reform agenda is the introduction of a single dynamic benefit for people of working age – Universal Credit – which will be withdrawn smoothly via a taper as people move into work or increase their earnings. The introduction of UC presents considerable challenges for other parts of the welfare system: under UC the current eligibility criteria for accessing passported benefits will no longer exist – simply migrating the current system is not an option and change is inevitable.


	The SSAC defined passported benefits as those additional benefits to which working-age claimants on certain means-tested benefits and tax credits Income Support, Income-based Jobseeker’s Allowance, Income-related Employment and Support Allowance, Child Tax Credit and Working Tax Credit. are automatically entitled. The main passported benefits are delivered as benefits-in-kind, or as cash benefits, or as discounts on charges. The review did not consider Housing Benefit, or Council Tax Benefit, and referred only briefly to benefits within the Social Fund. The review took account of the differences in the devolved administrations wherever possible.


2.	Key Findings from the Review

The review found that:
	all passported benefits fulfil important needs, are highly valued by those who receive them, and make a significant contribution to:
	children’s health and wellbeing and their educational and emotional development

the health, wellbeing and quality of life for adults and families who are out of work or living on a low income
reducing child poverty, health inequalities and social exclusion
	benefits-in-kind are generally regarded as particularly beneficial in helping low-income families and there was little support from review respondents for cashing these up within UC
there is no rigorous research evidence to show that the provision of passported benefits acts as a work disincentive: when people take decisions about moving into work or increasing working hours, they take a range of factors into account
the loss of out-of-work passported benefits when people take a job can create an unhelpful cliff-edge and reduce the apparent gains to work
as the number of passported benefits has increased, so to has the complexity in the system and greater simplicity and better coordination of passported benefits is essential: this should reduce administration costs, render passporting more effective and efficient, improve awareness, understanding and take-up, and ensure better targeting
	options for the future should not undermine the policy objectives of individual passported benefits, nor undermine the overarching principle that people should be better off in work than they are on benefits
	it is unlikely that one approach will suit all passported benefits in future, and more radical options will need further consideration and may require additional expenditure
the constraint of cost-neutrality creates tensions which will need to be balanced

3.	The Current System of Passported Benefits

We categorised passported benefits into four main groups: education; health; access to justice; and utilities.

Education-related benefits

	The provision of free school meals to children throughout the UK whose parents are in receipt of a means-tested benefit drew the most responses during the review.


	The evidence gathered indicates that the provision of school meals as a benefit-in-kind is critically important and highly valued by educationalists and families alike. The policy is designed to ensure that pupils are provided with a healthy, nutritious meal at school. Although there is a continuing increase in the proportion of children in state-maintained schools known to be eligible for and claiming school meals, the take-up is lower than would be expected. Moreover, there is still some stigma associated with taking free school meals. In future, the system for providing free school meals needs to be simple and easy to administer, so as to encourage better take-up.


Health-related benefits

We reviewed a range of health-related benefits including prescriptions, support for dental and optical treatment, and Healthy Start vouchers.

	The evidence gathered indicates that health-related benefits designed to ensure that people on benefits or a low income are not deterred from monitoring their health, seeking medical advice and undergoing treatment, are highly valued. The lack of medical treatment makes it more likely that people who are unable to work because of ill-health will take longer to recover and their ability to work will be reduced. Moreover, visual impairment causes substantial social and human cost and is regularly quoted as a barrier to accessing employment.


	Review respondents argued that access to healthcare should be provided free to all low-income families or, preferably, to everyone as it is in the devolved administrations.


	There is considerable complexity in the system, particularly in England, and greater simplicity, transparency and a more joined-up approach are needed to enhance take-up.


Access to Justice Benefits

	Evidence was obtained about three passported benefits: remission from court fees; legal aid provision; and the Assisted Prison Visits Scheme. The eligibility criteria for each vary both across and within benefits. Access to justice benefits are a devolved matter in Scotland and Northern Ireland.


	Although these passported benefits may not be needed by all those eligible to receive them, they are extremely important for, and highly regarded by, those that do require this kind of support. The evidence gathered indicates that legal aid and court fee remission are deemed fundamental to social and legal justice and they are designed to enable access to court processes for people who cannot afford to pay, help people understand their legal obligations, protect their basic rights, get a fair hearing, sort out disputes, and solve problems related to social exclusion. 


	Simplicity is key in terms of application for and delivery of these benefits: they need to be flexible to meet the variable costs of support but different eligibility criteria can be complex and confusing for claimants.


	The Assisted Prison Visits Scheme supports prisoners’ families to maintain family ties, which can reduce the likelihood of re-offending and increase the likelihood of employment after release.


Utility-related benefits

	Evidence was gathered about WaterSure (in England), Cold Weather Payments, the Warm Home Discount and a range of social tariffs. Assistance with utility costs is mainly provided by individual companies, and there is considerable variation in eligibility between schemes, adding to complexity and potential confusion for customers. Furthermore, there are variations between countries in the UK.


	The evidence gathered indicates that utility-related benefits are vitally important to support the most vulnerable households: families living in cold homes, for example, are more likely to suffer physical and mental ill-health. There is a need to join-up provision across the various providers of utility-related benefits to co-ordinate eligibility and target more effectively.


4.	Possible Ways Forward Under Universal Credit

One of the most important messages from the review of the current system of passporting, about which there is universal accord, is the opportunity afforded by the introduction of UC to greatly simply it. There is unlikely to be one option which can be applied to all passported benefits under UC, however, and a mixed economy is inevitable, in the short term at least. This raises challenges for the overall simplicity that can be achieved. Nevertheless, there are clear opportunities to implement a more rational and better-integrated system, and a window of opportunity to work towards greater simplification in the arrangements for passporting during the UC transition period. 

	Review respondents identified a tension between three key factors: reducing complexity, making work pay while maintaining a range of policy objectives, and keeping costs neutral. One of the simplest solutions identified by review respondents would be to extend eligibility for passported benefits to everyone receiving UC. This option would not meet the constraint of cost-neutrality, even if administration costs were reduced as a result.


	Any option for the future should:

	promote simplicity

avoid limiting eligibility in order to retain cost-neutrality
avoid cliff-edges
keep administrative costs to a minimum
make it as easy as possible to identify potential entitlement, make and process applications, and demonstrate and verify eligibility
consider how rapidly advancing technology might reduce administration costs and streamline processes for claimants and delivery agents

	The main options to consider going forward for education and health passported benefits include cashing up some benefits (such as free school meals and heath costs) within UC: there are a number of pros and cons to this approach but the majority view was that these benefits should remain as benefits-in-kind.



	An alternative approach would be to impose income thresholds within UC, below which claimants are automatically entitled to receive certain passported benefits. This is relatively easy to communicate to claimants, it would achieve cost-neutrality, and it is relatively straightforward to deliver. It would, however, create a cliff-edge when the income threshold is reached and would impact on family budgets. To alleviate the cliff-edge it would be possible to:

	impose an earnings disregard

allow the benefit to run-on for a period of time after the cut-off point has been reached
withdraw the benefit in a stepped taper, but this would be more complex for claimants to understand and delivery agents to administer, create mini cliff-edges, and would not necessarily meet the educational policy objectives

	A reduced earnings disregard approach would involve a cash value equal to the cost of a school meal, for example, being added to the gross UC award. In this option the Government would need to consider: 

	the potential complexity for families

the optimum approach to transfer payments to avoid an administrative burden being placed on claimants

	With regard to access to justice benefits, one option would be to define an income threshold within UC, below which eligibility for these benefits would be automatic; another option would be a separate means test. 


	In respect of the utility-related benefits, there are opportunities to develop a more coordinated approach if consent from claimants could be obtained to share relevant information on the UC data base with service providers. This would enable more effective targeting, avoid repeated means-testing, reduce administration costs, and increase take up. Since utility companies tend to offer a social tariff for a year, severe cliff-edges could be avoided when people move into work or as income increases.


5.	Guiding Principles for the Future 

Whatever options are chosen, a number of guiding principles have emerged from the review. These are considered within the context of the Government’s key objectives for welfare reform – simplification and making work pay. 

Simplification

	A number of broad principles could assist in reducing complexity in the current system and, at the same time, reduce administration costs:

	providers of passported benefits should ensure that they work closely together to improve coordination and increase understanding of the impact of the design of passported benefits on the wider system of benefits and vice versa. As a minimum, this calls for greater sharing of data and information about claimants, subject to appropriate data protection safeguards

policymakers should give careful consideration to joining-up and integrating passported benefits: for example, combining benefits that have similar objectives, such as ensuring people have warm homes
providers of passported benefits should consider and question the best way to deliver passported benefits: whether those currently delivered as benefits-in-kind might be brought into the UC calculation in due course, for example
consideration should be given to ways of ensuring greater coordination and oversight, so as to increase the potential for simplifying their delivery of in the longer term

	A number of practical steps could be taken to promote a more joined-up approach to passporting:

	information sharing/data transfer to reduce the need for multiple applications and promote more effective targeting

an agreed definition of income and agreement about the evidence required to validate claims
carefully crafted, clear and unambiguous statements on the UC Notification simple to understand
making efforts to avoid any stigma associated with accessing passported benefits, so as to ensure take-up by those who are eligible and improve targeting


Making work pay

A number of high-level principles should be taken into account when considering approaches to passporting that support the Government’s goal of making work pay:
	designing passported benefits to ensure effective integration of the broader policy objectives relating to education, health, energy and social tariffs, and access to justice, with the policy objectives of welfare reform in general, and UC in particular

making decisions about whether and how to withdraw passported benefits as income rises which avoid cliff-edges and keep withdrawals simple and smooth
ensuring that new options for passported benefits should close current loopholes in eligibility which exclude some people on relatively low incomes from the support passported benefits can provide, and aim for greater fairness and predictability
monitoring the system of passporting when UC is introduced to assess the impacts on targeting and take up, on in-work income sand on the employment behaviour of claimants

	Some practical steps can be taken to promote the Government’s objective of making work pay:

	reconsidering how passported benefits are explained, the language used and the messages given will be essential to the integration of passported benefits under UC

making the value of passported benefits transparent and clear to recipients could assist their understanding of the benefits system overall and of how UC calculations and payments are made
ensuring that all better-off in work calculations always include the putative value of passported benefits and give information about how they will be withdrawn
providing information about passported benefits in a joined-up coherent manner rather than as individual benefits with little connection to each other, including information about other options which can ease the loss of passported benefits at certain income thresholds
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6.	Concluding Comments

	The SSAC review of passported benefits has exposed the complexity of and the lack of coordination in the current system. It may be that the Government’s programme for welfare reform will provide the stimulus to rethink just how many benefits should be passported and consider just what could be achieved within UC itself. The opportunities to rethink passporting are considerable, but there are significant challenges involved in promoting greater simplicity within the current financial envelope. The timescale for implementing UC is ambitious, and discussions about how to manage passported benefits will almost certainly evolve during the transition period.


	The tensions created by the constraints of cost-neutrality will have an impact on what can be achieved in the short term but should not stifle more creative thinking in the longer term.



