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Introduction

Coronavirus has had a sudden and unprecedented impact on people’s jobs and
incomes. Nearly 4 out of 10 (38%) households have reported lost income
because of this crisis, with nearly 1 in 10 (8%) households reporting losing 80%
or more.

The Government has made a series of interventions to help boost people’s
financial resilience during this period. The Job Retention Scheme and the
Self-Employment Income Support Scheme are designed to temporarily subsidise
80% of wage costs and self-employed income (up to £2,500 per month) for those
eligible. Other measures such as temporary mortgage and debt holidays are
helping to limit people’s expenditure. The Government has also made significant
changes to the benefits system to help shore up people’s incomes.

However, we are concerned that there will still be families who will struggle to
make ends meet. 6.3 million employees have been furloughed via the Job
Retention Scheme - nearly a quarter of all employees.? The Office for Budget
Responsibility has warned that unemployment could rise to 2 million in the
second quarter,? indicating the economic uncertainty is unlikely to be short-lived.

Many people were already struggling before this pandemic. Over 7 million
people have no savings to fall back on,* whilst 10% of all adults in Great Britain
say they couldn’t cover their costs for longer than a week if they lost their main
source of income.> The current economic situation and social distancing
measures amplifies these challenges. People are limited in their ability to take
up work due to a dwindling job market,® whilst also having little prospect of
reducing their outgoings through things like moving home.

The current crisis has highlighted the need for our benefits system to act as a
financial safety net for people during difficult times. Changes so far have started
to ease some of the problems that existed,” but the scale of the impact
coronavirus will likely have on people’s lives means it's vital we now build upon
these to ensure the right support is in place for all groups. This includes those

" Poll of 2,000 adults conducted on behalf of Citizens Advice by Opinium (carried out between 2-7
April)

2 HMRC (2020) https://twitter.com/HMRCgovuk/status/1257324798847451136

3 Office for Budget Responsibility (2020) Coronavirus Reference Scenario

4 Financial Conduct Authority (2018) Financial Lives Survey

> Office for National Statistics (2020) Early Indicator Estimates from the Wealth and Assets Survey
& Office for National Statistics (April, 2020) Coronavirus and the Economic Impacts on the UK

7 See Citizens Advice (2020) Making Ends Meet: The impact of the benefits freeze on people in
debt
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facing a temporary income shock, but also groups who risk facing longer-term
and more severe economic detriment.

The need to act becomes all the more critical as the current measures
introduced to protect people’s finances gradually come to an end. This report
builds upon our previous work into ongoing support for people during this
period.® We outline a series of immediate changes that would help shore up
people’s incomes, as well as areas for reform that need to be considered in the
longer-term.

Whilst we recognise the costs attached with several of these changes, acting now
will help reduce the risk of people building up debt, promoting financial
resilience in the longer-term. This would also aid the economic recovery, helping
to shore up consumer confidence which has fallen to lows not seen since the
financial crisis in 2009.°

Summary of recommendations

To widen eligibility and access to the benefits system, the Government
should:

e Temporarily lift the ‘no recourse to public funds’ restriction for those
subject to immigration control. It should also temporarily suspend the
Habitual Residence Test from the application process for benefits such
as Universal Credit.

e Publish guidance to clarify how the capital limit rule for claiming
Universal Credit (currently £16,000) applies to business assets to widen
eligibility to the benefit to self-employed people who are currently
unable to trade.

To ensure adequate support across the benefits system, the Government
should immediately:

e Suspend the benefit cap to ensure people can access adequate levels of
financial support during this period and beyond.

e Temporarily turn advance payments into grants to ensure that people
get the support they need to get through the five week wait, without the
risk of debt and problems in the future. Short of this, they should
temporarily suspend repayment of advance payments for existing
Universal Credit claimants, similar to the three-month suspension of

8 See Citizens Advice (2020) Near the cliff-edge: how to protect households facing debt during
COVID-19 and Citizens Advice (2020) When the protection schemes end: a transition package to
help households recover from the coronavirus shock

9 Resolution Foundation (2020) The economic effects of coronavirus in the UK
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repayments of Tax Credit and benefit overpayments and Social Fund
loans.

e Ease pressure on households receiving legacy benefits by applying an
uplift to mirror recent increases to the standard allowance within
Universal Credit and Working Tax Credit basic element.

Longer-term, the Government should consider measures to ensure
groups disproportionately affected by coronavirus have adequate access
to support from the benefits system, including:

e Reviewing benefit rates for younger groups of claimants (across things
like the standard allowance within Universal Credit and the Local
Housing Allowance).

e Considering ways to increase support for larger families, such as
through lifting the two-child limit on benefits .

e Reviewing support for disabled people going through the appeals
process for disability benefits (such as Personal Independence
Payment), as well as improving the accuracy of decision-making at initial
assessments.

Citizens Advice data

At Citizens Advice, we've seen a huge increase in the demand for our advice
since government measures began in March. Over the period 9 March - 24 April,
our website had almost 8 million pageviews.' ‘Coronavirus’ was the most
searched word on our website, followed by people looking for information on
Universal Credit."

Enquiries about Universal Credit spiked in mid-March, which was mirrored by
the unprecedented numbers of people applying for the benefit through the
DWP, who processed 1.8m claims between 16 March - 12 April."?

In addition to our website traffic, people have been coming to us for advice by
telephone, email and through webchat. We've seen a 35% increase in people
coming to us for help with their initial claim for Universal Credit compared to the
same period 6 months ago (23 September - 20 October 2019)." This includes
people who we have supported through our Help to Claim service.™

10 Citizens Advice (2020) Top coronavirus issues seen by Citizens Advice (updated 29th April 2020
" Ibid

2 DWP (2020) Universal Credit: 29 April 2013 to 12 March 2020, Management Information Tables
13 Citizens Advice (2020) Top coronavirus issues seen by Citizens Advice (updated 29th April 2020)
* Help to Claim is a service that supports people to make a claim for Universal Credit

4

INQO00641804_0005



Summary of changes to benefits to date

Policy Change

£500 million hardship fund provided for Local Welfare Assistance schemes
and council tax support.

Statutory Sick Pay made available for people self-isolating or shielding due to
coronavirus, and payable from day 1 for people who are self-isolating.

Employment and Support Allowance made payable from day 1 for those
self-isolating or caring for a child who is, and for those shielding.

Minimum Income Floor suspended for 8 months for all self-employed people.

Coronavirus Job Retention Scheme announced, allowing employers to apply
for 80% of furloughed employees wages up to £2,500 per month.

Self-Employment Income Support Scheme announced, providing taxable
grants worth 80% of trading profits up to a maximum of £2,500 per month to
self-employed people affected by coronavirus.

Local Housing Allowance rates increased to cover the bottom 30% of local
rents.

Recovery of benefit overpayments, social fund loans and tax credit debts
paused for three months.

Universal Credit standard allowance and Working Tax Credit basic
element increased by £1,040 for 12 months. Permitted work earnings limit
increased from £131.50 to £140 per week after tax.

Face-to-face assessments, reviews and reassessments for sickness and
disability benefits suspended for 3 months.

This briefing

Given the enormous scale of the crisis, there is a need for immediate measures
to help shore up people’s finances during this period. But we also need to look
ahead to the longer-term impact this crisis could have on people’s income
security, ensuring the right support is in place for groups who risk being
disproportionately affected.
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These are set out across three categories:

e Widening eligibility and access to the benefits system to ensure that
everyone who needs support can access it

¢ Immediate measures to help ensure adequate support across the
benefits system

e Reviewing support for groups who risk facing a disproportionate
impact due to coronavirus

Widening eligibility and access to the
benefits system

This global emergency is unlike any in the post-war period. It is both an
economic and a health crisis in one - an inadequate response to either facet
risks undermining the response to the other. The wide-ranging impact of the
crisis makes it paramount that all those needing support from the benefits
system can access it.

This section highlights where there are currently gaps that need addressing.

Migrants and people with irregular status

Most migrants face some restrictions on their ability to access benefits, ranging
from people from the European Economic Area (EEA) needing to demonstrate
that they have settled status or the right to reside to access benefits, to many
non-EEA nationals without indefinite leave to remain having no recourse to
public funds (NRPF). People with irregular status (including people born in the
UK to undocumented migrants, failed asylum seekers, and people who have
overstayed a visa) are unable to access any kind of state support.

Migrants are likely to be disproportionately affected by the current crisis, as they
are more likely to work in sectors affected by the lockdown' and to be in
low-paid'® or insecure work or self-employment'” than UK-born people. While
some migrants will be able to access the Job Retention Scheme and the Self

5 IPPR (2020) Migrant workers and coronavirus: risks and responses
'8 JRF (2017) Foreign-born people and poverty in the UK
7 IPPR (2020) Migrant workers and coronavirus: risks and responses
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