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Objectives

1. The Welfare system is part of Government's overall strategic response to
Covid 19. We suggest that our overall strategic objectives should be:

e Provide sufficient financial support to avoid people falling into
destitution, and having long-term problem debt and arrears.

« Help people to maintain a level of income so that they can continue to
afford everyday necessities whilst the public health situation continues
and do not need to take on debt.

e Wherever possible, ensure people's housing situation (whether they
are owners or renters) is not disrupted due to the public health
situation.

e Enable people to remain close to the labour market to enable speedy
transitions as the outbreak lifts and the economy recovers.

2. Any action we take needs to be deliverable by DWP at a time when we expect
our service to be under-resourced and face significant additional demands.

3. This paper focuses on low income and vulnerable groups. DWP are also
working with MHCLG on the work they are leading on vulnerable groups and
place, and with HMT and BEIS colleagues on options for working with
employers to retain employees during the period.

4. We have looked at three areas where we may wish to take further action:

e Protecting Income: including potential short-term uprating to
Statutory Sick Pay and Universal Credit.

e Protecting Housing: including changes to council tax, rents, and
utilities.

e Debt: including suspension of tax credit debt; and pausing debt
recovery through the benefit system.

5. The changes that are simplest for DWP to deliver are:
e Changes to rates on Universal Credit
e A significant increase to Discretionary Housing Payments.

Target Groups

6. There are a number of different groups to consider as vulnerable as a result of
Covid 19 including:
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e Employed people, many but not all of whom may already be on low
incomes and claiming Universal Credit or tax credits (e.g. in industries
like retail and hospitality) who may need to be isolate and suffer
potentially significant reduced earnings;

e employed people who suffer reduced hours e.g. those on zero hours'

contracts;
e employed people who lose their jobs;
e self-employed people in all these categories.
e People currently receiving benefits who will face additional challenges,

for example parents who have to look after children off school and will
face additional costs including utilities etc.

7. In addition, DHSC have identified 1.5m people (England only) who have
particular conditions and who they will write to in order to strongly encourage
them to practice social distancing for 12 weeks. This group will include
people who are currently employed, self-employed, unemployed and carers.

8. Finally, those currently economically inactive could find their support networks
are unavailable or stretched further and this could lead to further financial
pressures on their low incomes (e.g. for those that use foodbanks).

9. The table below presents the current number of people in each of the groups.

Number of people

Employed Tax credits or UC 3m

Not on tax credits or UC 25m

Self-employed Tax credits or UC 1m

Not on tax credits or UC 4m

Inactive/unemployed On benefits 5m

Not on benefits 5m

Action taken already

10. The Budget included a number of specific DWP Covid 19 measures -
including:

e Statutory Sick Pay: Removing the waiting days (so SSP is available
from day one rather than day four of an illness), extending SSP so it is
available to people who are self-isolating (e.g. not sick)' and a rebate
for small and medium-sized businesses.

1 Statutory Sick Pay was not extended to those who cannot work due to caring commitments when their child's
school is closed.
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e Waiting days for ESA: Removing the 7 waiting days for ESA.
e Universal Credit: If people are self-employed and not earning the

Minimum Income Floor because they've been self-isolating or sick due
to Covid 19, their UC will be adjusted and they will not be financially
penalised for doing so. If someone is self-employed and needs to claim
UC due to Covid 19/ self-isolating they will be treated as having limited
capability for work.

e UC: Can claim UC without a face-to-face assessment, including
advances, if people are unable to attend a jobcentre due to Covid 19.

e Fit-note alternative: If employers require people who cannot work due
to Covid 19 or are self-isolating and want to see a fit note, people will
be able to get one from an NHS website without having to see a GP.

Areas for further consideration

11.The updated public health advice issued on 16 March, and the likely changes
to the economy as a result of Covid 19, present a significant further challenge.
Typically, the amount of money people receive on benefits is relatively low -
unemployment benefits (between £70-90 per week) and Statutory Sick Pay
(£94 per week) are significantly below most people's earnings. If we are
simply supporting people to self-isolate for a couple of weeks they may be
able to manage on these amounts. However, it is now clear that we may
experience a profound economic shock and unemployment rising significantly.
Together with Government advising significant numbers of vulnerable people
to practice social distancing for several monihs, this means that many families
could be facing hardship.

12. We have looked at three areas where we may wish to take further action:

e Protecting Income: including potential short-term uprating to
Statutory Sick Pay and Universal Credit.

e Protecting Housing: including changes to council tax, rents, and
utilities.

e Debt: including suspension of tax credit debt; and pausing debt
recovery through the benefit system.

Protecting Income

13.For people who temporarily move from employment or self-employment to the
welfare state, the amount of money they receive will be acutely important if we
wish them to follow public health advice to cease work and provide a level of
financial stability.

14. Statutory Sick Pay is £94 per week for 28 weeks, which is around 20 per cent
of the average weekly wage compared to 100 per cent of wages for the first
six weeks in Germany. For those unable to get SSP who become reliant on
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means-tested DWP benefits then Universal Credit is £317.82 per month for a
single adult over 25, equivalent of £73 per week (though there are additional
top ups for rent and children). This is 14 per cent of average wage.
Employment Support Allowance (ESA) non-support group and Jobseekers
allowance are also £73 per week. Those in the ESA support group receive
£111.65 per week.

15.Given the low replacement rates of these payments there is a risk that people
will continue to work even if they are ill in order to keep their jobs and earn
money to support their families and those who do stop working will be on
significantly lower incomes further reducing consumer demand in the
economy.

16.We have looked at options that will improve the level of replacement income
for households and help protect consumer demand. Delivering rate changes
is much easier for DWP to deliver than changes that need manual or complex
interventions. We can deliver rate changes in Universal Credit rapidly (one or
two weeks), but changes to rates in our legacy systems will take many
months. The options that we have looked at are:

e For employed earners covered by SSP legislation - Uprating SSP for a
two-week period. Increasing it to £116 for two weeks would cost
£400m, and to £125 for two weeks would cost £550m.

« A targeted short-term increase for those impacted by Covid 19,
including those sick, self-isolating and instructed to social distance by
the NHS. This would be in the form of a temporary increase in benefit
levels (SSP, UC and ESA contributory) to around £111 per week. This
is currently being assessed for costs and deliverability.

e Uprating Universal Credit to protect the self-employed and employed
earmers without SSP cover and/or on low household incomes.
Increasing it from £70 per week for a single adult over 25 to £90 per
week for a twelve-month period would cost £3.5bn based on current
projections; and increasing it to around £100 per week would cost
around 4.5bn. This compares to £94 per week SSP. We could deliver
this rate change rapidly in UC.

17.Forthe self-employed, we have been asked to look at whether we could go
further on the Minimum Income Floor for self-employed people. We are
looking at whether we could suspend it for all self-employed people, rather
than those who are sick or self-isolating due to Covid 19, in recognition that
we expect incomes for self-employed people to reduce as demand is
supressed. This would cost around £500m per year. This requires a manual
intervention in Jobcentres.
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Protecting Housing

18. The Chancellor announced on 17 March that a three month mortgage holiday
would be available to those homeowners who needed it, and the Prime
Minister has said he will legislate to protect private tenants from eviction.
There are also welfare changes we could consider to protect the incomes of
social and private tenants. Actions we could consider in this area include:

e Assignificant and rapid increase in Discretionary Housing Payments.
We could do this rapidly (within a few weeks) and currently can provide
to anyone with housing benefit/Universal Credit housing entitlement.
This means people could access funding on day 1 when needed.

e Changes to LHA rates to protect private tenants. LHA rates could be
increased to 30" percentile to help people with shortfalls if they're no
longer earning and cannot pay their shortfalls from income; or we could
go further, to the 50" percentile, to capture those not previously on
benefits/with rents above the LHA).

e Prevention disconnection of utilities/internet/telecoms if there is lack of
payment. This could make a significant difference to people; but needs
exploring in detail with BEIS / HMT colleagues.

Debt

19.Debt is currently one of the big issues driving hardship on Universal Credit.
People come onto the benefit system with debt, including rent arrears, court
fines and tax credit debt. We have introduced advances during the initial
assessment period for Universal Credit, and 62 per cent take these up.
These advances are then deducted - together with other deductions for rent
arrears, court fines and third party debt - and capped at 30 per cent. There
are 80,000 receiving less than £25 per week. In the Budget we agreed to
reduce the cap to 25 per cent from autumn 2021.

20..This is likely to be exacerbated during the next few months as more people
move from tax credits to Universal Credit. We estimate that there is around
£6bn of historic tax credit debt, which some people may not even know they
have. As people lose their jobs and come onto Universal Credit, we will start
deducting that debt at a rate of 30 per cent of their UC personal allowance
entitlement. For a single person over 25 that would reduce £317.82 per
month to £222.47 for a month.

21.We have looked at the following action:
e Stopping tax credit debt coming from HMRC into UC. This would make

a significant difference to those people coming newly into the benefits
system with historic debt.
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e Pause debt recovery through the benefit system. There is currently a
three month "holiday" that can be applied to advances recovery once
during a claim and we could explore the option for extending this. Our
current assessment is that this would be challenging to deliver in the
short term; if we set debt recovery to zero that would mean that 'last
resort' deductions would not be taken and people may face evictions.

DWP
18 March 2020
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ANNEX: BENEFIT RATES
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