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in 2019, we stood on a manifesto that pledged to reduce poverty in this Parliament. Throughout the
pandemic, the Government has supported those who need it, including the nearly three million more
people receiving Universal Credit (UC) since March. As we accelerate the roll out of the vaccine
programme and focus on our economic recovery, it is right we look at the labour market and welfare
landscape and how we can best help individuals and families.

We are meeting this Friday to review the evidence and data on welfare and poverty. Ahead of that,
{ wanted to reiterate to you personally my approach to tackling poverty and to explain why, in light of
the economic and employment situation we face, we may need to undertake actions right now which
are not instinctively Conservative but will help achieve our fundamental One Nation Conservative
missions of helping the poorest in society right now and for the foreseeable future as we recover
from the impact of Covid.

While we are working hard to help people back into work through the Plan for Jobs, according to the
OBR we will not see employment recover to pre-Covid levels till 2025/26. While | am ambitious for
us to blow OBR's forecast asunder, that is why | consider it is necessary to make last year's
temporary £20-a-week increase to UC permanent, to ensure hundreds of thousands of people do
not fall back into poverty. We cannot be blind to the hardships being faced by the very poorest in our
country. We discussed in November in some detail various options that could redistribute that
support in a different way but you were clear that we should not complicate our approach.

| am clear that this should be part of a wider strategy to tackle poverty that sustainably raises incomes
by getting people into, and progressing in, work, alongside an approach to bring down the cost of
living for low-income households and increase financial resilience. | have set this out in the formal
papers. Expanding our knowledge and understanding of family resources particularly at a more local
level with the fresh focus on material deprivation combined with low income will help us to more
effectively target our interventions.

Maintaining the £20-a-week UC increase permanently

| recognise the significant cost of this option to the Exchequer but this should be seen in the context
of other measures the Government has taken, including the furlough scheme — where one month of
furlough is equivalent to a year’s uplift. The stark reality of the OBR’s employment forecast, combined
with the significant political challenges of not maintaining the uplift, have persuaded me there is a
strong case to make the increase permanent for UC claimants only and not those on the equivalent
in Working Tax Credit.

While | do not believe that cash transfers alone are the answer, we should recognise that since
March, the temporary increase to the UC standard allowance alone has lifted over 600,000 people,
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including 200,000 children, out of poverty'. Over half of all current UC claimants have only ever
known this higher rate. Allowing the uplift to fall away would see payments return to their pre-COVID
level of £74-a-week (£58-a-week for under 25s); a real term cut of almost £20 a week or £1000-a-
year. For those under 25 - 1 in 6 adults on UC - this is close to one quarter of their income (without
housing or other costs) and for those over 25 it is one fifth. The decision would be presented as
taking money away from those who have become unemployed or lost work since the pandemic,
particularly younger people, at a time when continued challenging economic circumstances mean
fewer people are able to increase their incomes through work.

Whilst | recognise that not maintaining the uplift in Working Tax Credits (or uprating other legacy
benefits) would be politically challenging, it would still support an estimated 950,000 people,
including 400,000 children, out of poverty in five years’ time and, importantly, drive forward our
welfare reform agenda by incentivising those on tax credits to transfer over to UC. Around two-thirds
of those currently on tax credits would receive a higher entitiement if they were to move across to
UC. Parliament has voted to abolish the legacy benefits system, including tax credits, and replace
them with UC. This approach helps us expedite the will of Parliament and deliver on our manifesto
commitment and one of the priorities you gave me: to continue to roll out the UC programme.

Other options: further temporary increase and why a one-off lump sum will not work

| am conscious of the competing pressures and difficult decisions that the Government has to take,
which is why we have previously spoken about, and are considering, a range of options. Given the
impact on employment this year, together with the longer-term employment forecast, | feel strongly
that a permanent uplift to UC is the right decision to make now and for the medium to longer term,
however in the current climate, a temporary measure to extend the uplift would be better than doing
nothing at all.

| also have concerns with the Treasury proposal to make a large, one-off payment in lieu of
continuing the uplift. Fundamentally, | do not believe it is a real or sensible poverty alleviation
measure. It would have a negligible one-month impact upon poverty measures and would not result
in a sustained reduction in poverty rates over this Parliament. It would create a multitude of perverse
incentives for people to move onto or delay moving off Universal Credit in order to benefit, some of
which would be fraud related. | also have concerns about the impact a lump sum payment could
have in terms of encouraging damaging short-term behaviours, particularly among vulnerable
claimants. Finally, | do not believe a large one-off lump sum would close down the political and public
pressure for a permanent uplift but merely extend expectations for subsequent years. My Permanent
Secretary is writing to the Cabinet Secretary and the Permanent Secretary to the Treasury to set out
his concerns from an Accounting Officer perspective.

Framing cash transfers as part of a wider poverty strategy

I am clear that cash transfers will only go so far and need to be part of a wider conversation about
poverty, including reducing the cost of living, to make people more resilient and less reliant on the
welfare system. By framing any benefit changes as part of a coherent strategy to tackle poverty, we
will show that we have a deliverable plan for fulfilling our manifesto commitment in a way that is
sustainable for the taxpayer.

| look forward to discussing these issues with you later this week.

Personal Data

! £20 uplift in both UC standard allowance and Working Tax Credit has lifted 900,000 people, including
350,000 children, out of poverty.
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