[image: image1.jpg]Labour
still
fails
means

test

Anti-poverty
campaigners have
welcomed the scale of
some of Labour's
welfare reforms but
they continue to push
for an end to means-
testing.

ext month millions of pen-
sioners, low-paid workers,
the unemployed and people
with disabilities will see their
state benefits and tax credits rise. Over
the past eight years Labour’s reforms to
the benefits system have produced sub-
stantial gains for many people on low in-
comes. But along with the good news
there continue to be problems about en-
suring people get what they are entitled
to.

According to government figures a
single-earner family on half average male

KEY POINTS

B millions of people have
benefited from welfare reforms
over the last eight years;

B however, the Labour
government continues to use
means-testing to deliver key
benefits;

B anti-poverty groups argue that
the complexity of means-
testing causes problems for
effective delivery and puts
people off claiming

STATE BENEFITS & TAX CREDITS

L

Pension credit — much needed income but it baffles many claimants

earnings with two children should be
£3,700 a year better off now compared to
1997 thanks mainly to Working Tax Credit
and Child Tax Credit. Pensioners have also
gained, with the poorest 10% of pensioner
households on average £2,170 a year bet-
ter off than eight years ago.

In the case of pensioners the govern-
ment is keen to emphasise how it has tar-
geted this help. Most of the increase for
low and middle-income pensioners has
come from Pension Credit, introduced at
the end of 2003. This, along with the in-
crease in state pension and annual lump
sum Winter Fuel Payment, mean that
spending on pensioners is £10 billion a
year more now than it was in 1997. The
government argues that: “If the extra £10

billion had been spent on raising the ba-
sic state pension then the poorest 10%
of pensioners would on average be £23 a
week worse off than they are now."”

In other words the government claims
that means-tested benefits and credits are
getting to the people that need them. This
is also a challenge to the trade unions and
campaigning groups which continue to
call for less means-testing and in particu-
lar for increases in the state pension to be
linked to increase in average earnings.

Means-testing creates a complexity
which not only has an impact on how
benefits are delivered but whether or not
they are even claimed in the first place.

The delivery issue has arisen in par-
ticular around the calculation of tax credit
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[image: image2.jpg]entitlement. This is aimed at helping those
in low-paid employment and is adminis-
tered by the Inland Revenue. Computer
and administrative errors have led to
overpayments to thousands of house-
holds. In 2003 a computer error meant
that £94 million in overpayments went to
450,000 households. Another problem
meant that many couples were overpaid
because information on their partners’
incomes was deleted from the system.

The Inland Revenue has been trying to
get people to pay back the overpayments
and says that it will only write off these
amounts where it was reasonable for the
claimant to assume that they had received
the correct entitlement.

The Citizens’ Advice Bureau (CAB)
national charity which provides help and
information to benefit claimants told the
House of Commons Public Accounts
Committee in January that this system
should be reviewed. The CAB argues that
“inadequate information provided in
award notices has made errors very dif-
ficult to spot and entitlement very hard
to understand.”

Local Citizens" Advice Bureaux pro-
vided plenty of evidence of the problems
claimants face. In one case a couple que-
ried and twice returned a £3,500 lump-
sum payment. The Inland Revenue in-
sisted that the payment was correct and
paid it a third time. A few months later
the couple were told they had been over-
paid by £4,900.

The CAB has called for a review of the
way the Inland Revenue decides on over-
payment cases. Director of policy Teresa
Perchard said: “Citizens’ Advice Bureaux
have seen thousands of cases where at-
tempts to claw back overpayments on tax
credits have left families distressed, con-
fused and in serious hardship.”

Anti-poverty campaigners the Child
Poverty Action Group (CPAG) are also
concerned and have called for reforms to
the credits system itself. While welcoming
the substantial extra resources for low-
income families, CPAG chief executive Kate
Green said that tax credits are: “...riddled
with problems that are not being ad-
dressed. The system is so complicated too
many people still do not understand it.”

Unfortunately, it is not just tax credits
that are complex. The whole range of
means-tested benefits — Income Support,
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Pension Credits, Income-based Job-
seeker's Allowance, Housing Benefit and
Council Tax Benefit —are areal challenge
to understand. This complexity combined
with general lack of awareness of what
individuals might be entitled to means
that thousands of people fail to claim.

Last month official figures for 2002-
2003 were released showing that low-
income households are missing out on
between £3.3 billion and £6.3 billion a
year from these five key benefits.

The CAB is particularly concerned
about low take-up among the poorest
pensioners. Last month the government
claimed that 80% of the poorest pen-
sioner households were now getting Pen-
sion Credit. This is ahead of its 2008 tar-
get of 78% but the CAB argues the target
should be more like 90% and says that
the combination of “excessive means-
testing, relying too much on a telephone
claims system and poor quality communi-
cation by letter” are deterring many po-
tential claimants.

The government is aware of the prob-
lem. Stung into action by widespread pen-
sioner campaigning around the large
council tax increases last year, it made a
special £70 payment to all those over 70.
Thenin January the Department for Work
and Pensions launched a £720,000 ad-
vertising and leaflet campaign about
Council Tax Benefit.

Campaigning charity Help the Aged was
not impressed. Senior policy officer Rich-
ard Wilson said: “We know from previous
experience that this is not the answer -
advertising in the press and sending out
leaflets and posters will not make much of
an impact on this huge problem.”

He pointed out that the level of take up
of Council Tax Benefit had actually fallen
in recent years and was now at about
43%, with the result that the poorest
pensioners were paying some £770 mil-
lion too much council tax in 2002.

Another government initiative has
been more warmly welcomed by cam-
paigning groups. In January minister for
pensions, Malcolm Wicks announced that
£170 million would be allocated to a range
of projects run by some 170 voluntary
groups and charities to raise awareness
about benefits.

Help the Aged’'s Richard Wilson said
that the sector has a proven track record

in identifying hard-to-reach members of
society. John Wheatley, senior policy of-
ficer at the CAB agrees but argues that,
despite voluntary organisations’ best ef-
forts: “Means testing will always be a
problem”. The CAB wants to see the ba-
sic pension raised so that people don't
need to claim pension credit levels. This
would mean an increase this year from
£82.05 to £109.45 a week.

Gordon Lishman, director-general of
the Age Concern campaigning and ad-
vice charity echoes this call, saying that:
“...too many are still missing out and liv-
ing a poverty-stricken retirement. The
government should move away from
means-testing.”

Unfortunately, lack of awareness and
complexity are not just associated with
means-tested benefits. The Department
of Work and Pensions acknowledges that
too few people are claiming other entitle-
ments such as the Attendance Allowance
for people with disabilities and the Carer's
Allowance for people looking after some-
one with disabilities full time.

Last year the CAB also highlighted dif-
ficulties with Bereavement Benefits pay-
able to widows and widowers. It said: “Eli-
gibility rules are overly complicated and
people on low incomes, in irregular em-
ployment and with a history of illness —
the very people most in need of these
benefits — are often unlikely to be entitled
to them.”

In January there was further evidence
of how parts of the welfare system are
failing to deliver. The National Audit Of-
fice (NAOQ), the public spending watch-
dog, published a review of the Social Fund
which, provides crisis loans, funeral pay-
ments and cold weather payments to
those on very low incomes.

According to the NAO about half of
those potentially eligible do not even
know of the fund'’s existence. Kate Green
of the CPAG points out that: “even more
shockingly, there is often poor under-
standing of the scheme by those respon-
sible for administering it, fuelled by local
discretion and poor training.”

So while the government has given a
boost to the level of benefits and credits
for many people it has yet to really tackle
the complexities of the system to ensure
that the most vulnerable receive the help
they desperately need.




