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Submission: Financial support in local lockdowns - update

For decision

issue
DHSC SoS wants to announce Test and Trace financial incentives in the NW on Monday, at a
higher rate than the £13 per day previously discussed. He also wants to signal that this will be
followed by national roll-out in areas of high incidence.

Timing: Sunday - to enable / block DHSC's announcement

Summary
e DHSC have now provided the full terms of their proposed Test and Trace financial

incentives package. They are keen to announce trials in Oldham, Pendle and Blackburn
with Darwen on Monday, and clearly signal the intention to roll out across further high
incidence areas shortly.

e While we are broadly supportive of the proposed approach, we have concerns about
DHSC's SoS desire to significantly increase the level of the payments, and about a number
of delivery issues that we think DHSC have not fully worked through.

e We therefore recommend clearance, subject to raa number of conditions.

Recommendation
1. On balance, we recommend you sign off the announcement, subject to the following

conditions:

a. The payment level is kept at £13 per day

b. DHSC works out how to overcome any delivery or legal hurdles to making payments
available to those without recourse to public funds

c. Prior to announcement, DHSC receive senior clearance from DWP and HMRC that they
can operationalise the income disregard for ail income related benefits.

d. Once key operational and policy elements are sufficiently tested, trials end after the
area is no longer on the JBC waitchiist, or after three months - whichever is sooner. The
Press Notice should not imply that the scheme will last three months, or suggest in any
way that if rolled out in more areas, payments would be made for three months.

e. Language in the PN is clear that further roll-out is contingent on the pilot's success.

DHSC agree robust, quantitative evaluation plans with HMT.

g. LAs agree to deliver the scheme, and confirm that they can make payments within the
48hr timeframe.

h. DHSC must clear formal comms materials with HMT.
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i. All costs for the trials is met from the £100m funding for Local Authorities to support
contain activities. We will consider new funding in the event we expand the approach.

j. DHSC work with HMT to explore how LAs and the TT! programme can strengthen
compliance checking as the scheme develops.

k. DHSC confirm that their Accounting Officer has made an Accounting Officer
Assessment of the scheme.

| . Further work in the wider TTI programme to increase compliance via behavioural and
process changes, including looking at enforcement options and mandation if helpful
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Background
2. Weare continuing to work up the package of financial support for local lockdowns. We have

made good progress on all elements of the package, and will revert with final advice on the
whole package next week. To recap, the total package includes:

a. Support for businesses required to close due to nationally imposed NPIs

b. Limited compliance payments to incentivise workers required to self-isolate but unable
to work from home

c. Limited support services for shielders and other self-isolaters who cannot isolate
unassisted

d. Community specific services to support compliance

3. In the meantime, DHSC (backed by Number 10) want to announce on Monday that we will
launch Test and Trace financial incentives in Oldham, Pendle and Blackburn with Darwen -
with a view to national roll-out in areas of high incidence following the initial trial.

4. DHSC have made good progress on scheme design, and we were largely content with the
scheme proposed. However, SoS has now asked that the payments increase from £13
per day. DHSC have not yet secured the agreement of the LAs to the trial (though have had
positive engagement).

5. We see this measure as working alongside a wider suite of measures to improve the
effectiveness of Test and Trace. DHSC agree with the need to focus on improving compliance
and participation in test and trace beyond financial support and should provide an update on
options next week. We may need to push on enforcement, so should re-emphasise this point
in our conditions.

The proposed scheme
6. The full parameters of the proposed scheme are Annexed. The key elements of DHSC's

proposal to note are:

a. Payments of [£13-£46] per day per person for eligible individuals. See below for
discussion of this range.

b. Eligibility restricted to the employed or self-employed, unable to work from home, and
(as a proxy means test), currently receiving Universal Credit, Working Tax Credits,
Employment and Support Allowance and Housing Benefit.

c. Payments expected within 48 hrs of the eligible individuals providing the necessary
evidence, and made upfront for the duration the individual is expected to stay home.

d. Payments will be disregarded as income for means-tested benefits.

e. The trial would run for three months.

7. Value of payment - Your note to the PM suggested setting the payment levei at £13 per day
(which is a little less than the value of SSP). DHSC's original proposal set the payments at £46
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per day, which is equivalent to about 37rs per week at the NLW. SoS wants to find a
'compromise' figure, somewhere between the two. We recommend you resist this. A larger
payment could be read as acknowledgement that the current SSP and UC standard allowance
rates (which equate to c. £13 per day) are inadequate. Further, setting the payment at a rate
where some people receive more from the payment than they do from working will increase
fraud-risk.

8. Means testing. As proposed, the scheme uses access to benefits as a proxy for full means-
testing - LAs tell us that full means-testing would mean the time to process and pay out a
claim would go from 48hrs to a week. However, there are some issues with taking this
approach:

a. There will be hard cases, for example people who are on very low incomes but have
not previously engaged with the welfare system. We think these cases can be managed
presentationally by allowing LAs to make discretionary payments as part of the
community-specific services package. We will provide further advice as part of the
wider package.

b. You open yourself to suggestions we are acknowledging that the welfare system is
insufficient.

c. We don't have good evidence of who will be incentivised by these payments. The
'benefit' test is the only test available compatible with making timely payments, but may
cut above or below the level that would make the measure most effective.

9. On balance, we recommend you include the means-test. If the evidence from the trial areas
is that it slows the scheme or means it misses out key populations, you may need to
reconsider. However, it would be very hard to impose in future phases, and we think that once
launched there will be real pressure to roll the scheme out in more and more areas - means-
testing is raa way to manage the associated fiscal risk.

10. Those without recourse to public funds. DHSC's original proposal explicitly excluded those
without recourse to public funds - SoS has requested that this condition be removed. We
think this is the right policy approach (as it enables the payment to reach a wider
population, increasing the reach of the incentive effect). However, in practice, delivery will be
challenging - those without recourse to public funds are not eligible for the benefits used in
the means-test, and DHSC has not worked through the potential legal issues associated with
asking LAs to make payments to those without recourse to public funds. We therefore
recommend you note that you are happy for payments to be made to those without
recourse, so long as DHSC and LAs are able to overcome any legal or delivery hurdles.

11. Payments disregarded as income - we think this is sensible from a policy perspective to
increase the incentivisation effect, however may be operationally challenging for DWP. We
recommend you ask DHSC to agree with DWP and HMRC how they will make the
disregard work for all income-related benefits.

12. Trial duration. We do not agree with the trial running for three months - this could see the
scheme still in operation in one of the early areas when incidence rates in that area have
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fallen below national averages. Instead, DHSC should propose a revised minimum duration of
the trial to allow operational and policy testing. More generally, we think that as the scheme is
rolled out in more areas, the payments should last for as long as the area is on the JBC
watchlist, or three months (whichever is shortest).

Remaining issues
13.Language on national roll-out ~ the current press notice clearly indicates the government's

intention to roll the scheme out nationally across all local hotspots. You may wish to push back
on this and insist that the scheme is presented clearly as a pilot and that it is an open question
whether it will be rolled-out further. It's a judgement call how hard you wish to push on this -
we understand that Number 10 are keen on signalling further roll-out now, and whatever
language is used we think there will be significant pressure to go further. On that basis, we
recommend that you make clearance conditional on some language noting that further
roll-out is conditional on the pilot's success, but allowing the clear implication that it is
the government's intention to go further.

14.Evaluation. We think there are remaining issues to work through on how the trial will be
evaluated, but that these do not warrant you blocking the announcement, and should be
addressed through scheme conditions.

15.Delivery risk. The three LAs have indicated that they think they can deliver this scheme
however, in practice, we should expect some teething issues that we should learn from in
further phases of the programme. If the scheme is rolled out across high incidence areas, we
should expect delivery performance to be variabie - while the LAs that we've engaged have
been positive about their ability to deliver, experience tells us that LA capability is highly
varied, so we should expect that there will be delivery issues in some areas. We recommend
clearance of the scheme is conditional on the LAs agreeing they can meet the 48 hr
timetable for payment to be released.

16.Fraud risk. While the LAs will carry out eligibility checks (as described below), there will be
some fraud risk - especially as there is a trade-off between getting money to recipients quickly
and reducing fraud risk. We have built some expectations of fraud into HMT costings
(additional 10% of claims). We are most concerned with cases where someone may claim the
payment but still not self-isolate, and should ensure that the scheme's approach to compliance
checking is refreshed as we learn from the first phase of the scheme.

17. Equalities duties. DHSC officials have undertaken an Equalities Impact Assessment for the
pilot scheme based on current policy detail. They assess that the pilot is likely to have a
positive impact in advancing equality of opportunity and fostering good relations between
those who share a protected characteristic and those who do not. The pilot will inform our
future approach, and further our understanding of the potential equalities impacts of wider roll-
out.
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LPP
:

18.

Costs and recommendation
19. DHSC estimate that this pilot could cost £1-3m over three months. This is based on current

incidence rates, but assumes some increases in participation with the Test and Trace
programme to estimate a higher cost. Using our previous modelling but current actual
incidence rates for the three LAs, a more cautious cost estimate is £4.5-8.4m. The key
differences between HMT and DHSC figures are that we assume higher numbers of contacts
per index case (6-12 contacts per case, compared to DHSC's assumption of c.1-4), and a
slightly higher proportion of isolators receiving the payment (63% including fraud
assumptions, compared to DHSC's 55%).

20. DHSC have yet to agree administration costs with LAs. We recommend you make
clearance conditional on DHSC meeting all costs of the pilot from their £100m funding
for contain activities.

21. Neither DHSC nor HMT costings include a reduction to account for means testing. We
think a larger proportion of those self-isolating and unable to work from home will be on lower
incomes, but we have not been able to model this at speed. Of c. 28m households in England,
including those in and out of work c.1.5m households receive Working Tax Credit (5%) (in-
work only), c. 3.6 million households (13%) receive housing benefit and c.4.5 million (16%)
receive a Universal Credit award. Around 1.2 million individuals receive an income-related
ESA payment.

22. DHSC and No10 want to roll the approach out quickly to all areas currently at National
Intervention status, and perhaps onto other areas with increasing incidence ievels (e.g.
Birmingham). An illustrative costing for the scheme in Birmingham is given below.

23. You are also likely to come under wider public pressure to extend the scheme to all
areas in England as a preventative measure. As a reminder, we costed the scheme (without
means-testing and using winter scenarios) as costing between £280m to £530m per month
across England. Given the future health scenario remains uncertain, the terms of future roll-
out have not been set and the incentivising effect of the payment is unknown, we stand by our
costing approach.

24. Funding would only be available to English local authorities, and any additional funding
provided to departments for this purpose would be subject to Barnett consequentials.

Cost for three months, excluding Barnett
DHSC estimate HMT estimate

Blackburn, Oldham, Pendle £1-3m £4.5-8.4m
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Birmingham : :
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25. On balance, we recommend you sign off the announcement, subject to the following
conditions:

a. The payment level is kept at £13 per day

b. DHSC works out how to overcome any delivery or legal hurdies to making payments
available to those without recourse to public funds

c. Prior to announcement, DHSC receive senior clearance from DWP and HMRC that they
can operationalise the income disregard for all income related benefits.

d. Once key operational and policy elements are sufficiently tested, trials end after the
area is no longer on the JBC watchlist, or after three months - whichever is sooner. The
Press Notice should not imply that the scheme will last three months, or suggest in any
way that if rolled out in more areas, payments would be made for three months.

e. Language in the PN is clear that further roll-out is contingent on the pilot's success.

DHSC agree robust, quantitative evaluation plans with HMT.

g. LAs agree to deliver the scheme, and confirm that they can make payments within the
A8hr timeframe.

h. DHSC must clear formal comms materials with HMT.

i. All costs for the trials is met from the £100m funding for Local Authorities to support
contain activities. We will consider new funding in the event we expand the approach.

j. DHSC work with HMT to explore how LAs and the TT! programme can strengthen
compliance checking as the scheme develops.

k. DHSC confirm that their Accounting Officer has made an Accounting Officer
Assessment of the scheme.

| . Further work in the wider TTI programme to increase compliance via behavioural and
process changes, including looking at enforcement options and mandation if helpful

Do you agree?
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Annex - DHSC proposal

Pilot Terms

1. A three-month pilot will take place in three areas - Blackburn with Darwen, Pendle and Oldham. The
objective of the proposed pilot is to make it more likely that people on low incomes self-isolate when
they test positive or are identified as a contact, and thereby encourage more people to get tested.

2. The pilot and funding to support it will come to an end at the end of the three-month period.

3. Local authorities will support the evaluation of the pilot. The metrics include the number of people who
have:
« been tested;
e been identified as contacts;

complied with NHS Test and Trace instructions (likely to be self-reported);
e engaged with local authorities/support groups; and
e contravened the conditions of financial support.

4. After one month, there will be a review of the partnership with the local authorities to cover the
delivery of the pilot, assess the performance so far (using the metrics), consider how effectively
vulnerable people have been reached, and whether the transmission of the virus has been reduced in
these areas. This will be used to inform and improve the remainder of the pilot, and consider how the
scheme can be used to inform national roll-out in areas of high COVID-19 incidence.

Offer to Individuals

5. Apayment of £13 per day, per person, will be made available for eligible individuals. This equates to:
e £130 for people who have tested positive and should seif-isolate for ten days
« £182 for household contacts, who should self-isolate from the period eca member of their household

starts showing symptoms
¢ £13 per day (up to a maximum of £182) for non-household contacts from the point they were

traced and identified as someone who has been in contact with a positive case to the end of the 14-
day period (which begins on day of most recent exposure to the index case).

6. Eligibility for the payments should be restricted to people who meet the following criteria - and there
will be pre-payment checks to provide assurance they meet these criteria (and thereby help prevent
fraud):
e They have received a notification from NHS Test and Trace.
e They are employed or self-employed. For the former, the individual will be asked to show proof of

employment - if the income from their employer cannot be seen on the bank statement. For the
latter, evidence of trading income and that their business delivers services which the local authority
reasonably judges they are unable to carry out without social contact.

e They are unable to work from home (checks will be undertaken on all applicants); and
e They are currently receiving Universal Credit, Working Tax Credits, Employment and Support

Allowance and Housing Benefit - this is a proxy for means-testing.

7. Recipients should be resident in the relevant local authority area. This will be checked against the
local authority's system and corroborated by the applicant's bank statement.
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8. The 'no recourse to public funds' condition will be applied.

9. Payment should be mace available within 48 hours of the eligible individual providing the necessary
evidence. This includes a notification from NHS Test and Trace, proof of address, proof of
employment, bank statement and evidence of entitlement for the relevant benefit. The locai authority
can also check the NHS Test and Trace system (CTAS) to confirm that the individual has been asked
to self-isolate, if the individual is unable to provide this information.

10. Payments will be made in full once the pre-payment checks have been carried out. This will be near
to the start of the period for which the person has been expected to stay at home and self-isolate (10
days for a positive case, 14 days for household contacts, up to 14 days for non-household contacts}
rather than waiting until the end of the period.

11. This payment is not foreseen to impact and reduce other benefits that people receive, such as
Universal Credit or Working Tax Credits - though work is ongoing with DWP and HMRC to confirm.

Delivery

12. Payments would be delivered by the local authority using their most appropriate payment system.
Local authorities should then seek funding from government for the money that has been paid to
eligible individuals.

13. Compliance will be led by local authorities. This includes:
e assessment of evidence which has been sent by applicants.
e phone calis from the local authority/local support groups, and all recipients will be contacted. This

will also act as a welfare check-in.
¢ contact with the employer, to check that the individual is not working.
e referral to community support, if the individual cannot be contacted.

14. Local authorities can recoup the money paid if an individual is not adhering to the terms of the
payment, and the individual will be referred to community support.

15. Fraud will be monitored and responded to using local authority processes. There will also be robust
messaging to accompany the launch of the scheme, setting out implications of non-compliance.
People will also be encouraged to report non-compliance - either for people receiving this financial
payment, or wider COVID-19 government guidance to help stop the spread of the virus.

16. There will also be post-payment assurance as an additional counter-fraud measure. This will consist
of a spot check on cases to ensure individuals have not received financial payments from other
COVID-19 schemes, such as the Coronavirus Job Retention Scheme or Self-employment Income
Support Scheme, while receiving financial support via the pilot fund.

9

INQ000585078 0009


