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I am grateful for the opportunity to discuss the Scottish Government’s position on the UK 
Welfare Reform Bill with the Committee on 22nd November and to answer your questions. In 
advance of our session and in the hope that it will prove useful, I am pleased to submit some 
factual and analytical material to assist Committee understanding and support our 
discussion. 
 
A common theme across much of the evidence already provided to Committee has been the 
lack of detail that the UK Government has made available to date on important matters such 
as such as eligibility criteria, rates of benefit payable and delivery mechanisms. For this 
reason, I am enclosing factual notes which set out the scope of our knowledge of Universal 
Credit, Personal Independence Payments (PIP) and changes to Housing Benefit so you can 
see the current extent of the information we have. 
 
In order to get to a better understanding of the impact of this Bill, the Scottish Government 
has been carrying out work to analyse the likely impacts. The initial results of this work are in 
the public domain and I have attached two papers which provide summaries.  
 
Finally, I have attached five notes, one pertaining to each specific consent requirement 
which set out why the Scottish Parliament’s consent is being sought. As you will be aware,  
the consent of the Scottish Parliament is being sought only in regard to a small number of 
technical matters to do with the mechanics of implementation, not in regard to larger 
questions regarding policy or implementation itself. These will be decided in Westminster. 
 
I hope this material will be helpful. 
 
 
 
 

NICOLA STURGEON 

s800768
Text Box
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Overview of Analytical Work on Welfare Reform  
Employability, Skills & Lifelong Learning Economic Analysis 

November 2011 
 
Background 
 
This paper provides a general overview of the analysis undertaken so far on the reforms the UK 
Government is making to the welfare system.  The purpose of this work is to understand the 
potential impact that these changes, in particular the introduction of Universal Credit, are likely to 
have on individuals in Scotland.  This paper begins to address some of the key questions around 
welfare reform and enables us to identify gaps in our knowledge. As a result it is not intended to be 
a comprehensive analysis but a starting point to provide us with greater understanding of the 
issues and shape our thinking.   
 
Summary 
 

 The changes to the current benefit system announced in the June 2010 UK Budget and CSR 
primarily involve either restrictions on the eligibility criteria or reductions to the real terms value 
of benefits. This reduction in benefit spending is part of the wider policy changes to return the 
UK’s fiscal position to a sustainable level.  

 The rationale behind the introduction of the Universal Credit is to ‘make work pay’ by increasing 
the financial reward to work and increasing the financial rewards to enter and retain work for 
low earners. However, differences in the macroeconomic conditions of Scotland and Great 
Britain, such as GDP growth and labour market conditions will influence the success of getting 
individuals back to work in the two areas. 

 DWP modelling suggests that the changes in entitlement for families and work incentives in 
Scotland as a result of the introduction of Universal Credit will be similar to Great Britain. They 
estimate that in the steady state, around 200,000 households in Scotland will have higher 
entitlements (£25 more per week on average) under Universal Credit, while around 170,000 
households would receive less (£19 less per week on average). DWP say that a package of 
transitional protection is being developed in order to ensure that there will be no cash losers as 
a direct result of the move to Universal Credit where circumstances remain the same.  

 Whilst the introduction of Universal Credit results in winners and losers amongst all family 
types, analysis at the Great Britain level by the Institute of Fiscal Studies suggests that on 
average, couples with children will benefit more than couples without children, who in turn 
benefit more than single adults. Single-earner couples (with or without children) will benefit 
substantially from the reform. However, lone parents will, on average, be worse off in the long 
run as Universal Credit is less generous than Working Tax Credit for lone parents who work 
over 30 hours per week and the treatment of child maintenance payments as income under the 
new system. There is still a lack of detail on the treatment of certain costs within Universal 
Credit and the interaction of this with other benefits in the future, like carers allowance.  

 



 

 2 

  
 
How will the UK Coalition Government’s programme of welfare changes impact on Scottish 
households?  
 
The UK Coalition Government’s broad programme of welfare changes announced in the June 
2010 Budget and CSR related to changes to the current benefit system. The aim of the majority of 
these announcements was designed to reduce spending on the welfare system as part of the wider 
policy changes to return the UK’s fiscal position to a sustainable level.  As a result they primarily 
involve either restrictions on the eligibility criteria or reductions to the real terms value of benefits 
under the current system. 
 
The Scottish Government has undertaken some high level analysis of these announcements, and 
a summary of the key findings is provided below. It should also be noted that in practice the impact 
on each household will vary according to their entitlement to particular benefits and their own 
individual circumstances.  
 
Replacement of RPI with CPI: The UK Government has also replaced the Retail Price Index (RPI) 
with Consumer Price Index (CPI) as the mechanism for the up-rating of welfare benefits, tax credits 
and public sector pensions from April 2011. CPI is generally lower than RPI, with the average CPI 
rate being 2.5 per cent over the five years to 2009 compared to 3.1 per cent for RPI, and if this 
trend continues then it may suppress rises in income for 1.6 million benefit claimants in Scotland.  
However, recent media reports have suggested that the UK Government is considering its options 
with regard to using the September CPI to set benefits for next year. The implication is that they 
are concerned that 5.2%, whilst lower than the RPI (5.6%), is still higher than they would like and 
that they are looking for some way of raising benefits by less than this amount (e.g. possibly using 
an annual average). The actual position is only likely to become clear when the Chancellor makes 
his Autumn Statement on 29 November 
 
Impact of fiscal consolidation on public services: The UK Government’s fiscal consolidation will 
result in cuts in public spending, impacting on the provision of public services.  Reductions in public 
service provision are likely to have a disproportionate effect on individuals at the bottom of the 
income distribution as they tend to be more reliant on public services.  However, as the Institute of 
Fiscal Studies (IFS) point out in their Green Budget, distributional analysis of the impact of 
spending cuts should be interpreted with caution and not considered definitive given the 
conceptual and empirical difficulties in valuing public services.1 
 
Housing Benefit reforms: Analysis undertaken by the Scottish Government for the Housing Benefit 
Reform Stakeholder Advisory Group shows that the changes to Housing Benefit will have a 
significant negative impact in Scotland2.  It is estimated that around 60,000 tenants in Scotland 
face the prospect of losing on average £40 per month due to the changes to be introduced in 2011.  
Nearly all of those claiming Local Housing Allowance (LHA), around 97 per cent, will be affected by 
the reforms. The effect of the cap of LHA is, currently at least, minimal in Scotland and a few 
households will be hit hard by the removal of the 5 bedroom rate.  However, the vast majority of 
households claiming LHA will be made worse off by the move to set LHA at the 30th percentile of 
local rents. The move to CPI from RPI is also likely to have a downward impact on payments.  
Increasing the age below which the LHA rate for single people is restricted to the rent for a 
bedroom in shared accommodation will adversely affect some 4,400 single people without 
dependants aged 25 – 34 in Scotland.  The introduction, from April 2013, of benefit penalties for 
those of working age over occupying local authority or housing association housing will affect over 
94,000 social housing tenants of working age who will, on average, lose about £11 per week.    
 

                                                
1 Institute of Fiscal Studies (February 2011) The IFS Green Budget: February 2011 
http://www.ifs.org.uk/budgets/gb2011/gb2011.pdf  
2 Scottish Government (January 2011) Housing Benefit changes: Scottish Impact Assessment  
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-
demand/chma/marketcontextmaterials/hbchangesscottishimpact/ 

http://www.ifs.org.uk/budgets/gb2011/gb2011.pdf
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/hbchangesscottishimpact/
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/hbchangesscottishimpact/
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Migration of Incapacity Benefit (IB) claimants onto Employment and Support Allowance (ESA): 
Current IB claimants are to be migrated onto ESA between Spring 2011 and Spring 2014, following 
a trial of migration undertaken in Aberdeen and Burnley between October 2010 and January 2011.  
It is currently estimated that around 170,000 IB/SDA customers in Scotland will be reassessed.  As 
part of this process some individuals will be deemed fit for work, with some being transferred to 
JSA, whilst others will be placed into either the Work Related Activity Group (WRAG) or Support 
Group of ESA.  Given the work related conditionality associated with moving onto either JSA or the 
WRAG it is likely that we will see more individuals being classed as economically active.  However, 
the impact of these changes on the Scottish economy will be dependant on the labour market 
conditions at the time of transferral.  
 
Changes to child benefit:  Our June 2010 analysis also reported that the freeze in Child Benefit for 
3 years from 2011-12 is estimated to reduce the real-terms income of approximately 621,000 
families in Scotland. As this is a universal benefit that is not means tested, the greatest relative 
impact will be on households with the lowest incomes.   Child benefit is also going to be withdrawn 
from families with a higher rate tax payer from January 2013. We estimated that approximately 
110,000 families in Scotland will have their child benefit withdrawn and that, on average, these 
families will be £1,600 a year worse-off.    
 
Further details of these changes are shown in Annex A 
 
 
How will DWP’s Welfare Reform Programme impact on Scottish households? 
 
In comparison, less information is known about the workings of the new Universal Credit system, 
which was outlined by DWP in their White Paper of November 2010 and is the key element to their 
Welfare Reform Project3.   
 
The rationale behind the introduction of a Universal Credit is to ‘make work pay’ by increasing the 
financial reward to work and increasing the financial rewards to enter and retain work for low 
earners. As a result this benefit aims to replace a number of the current benefit streams for working 
age individuals. It is known that Income Support, income-based Jobseeker’s Allowance, income-
related Employment and Support Allowance, Housing Benefit, Child Tax Credit and Working Tax 
Credit will all be integrated into Universal Credit.  Disability Living Allowance (DLA) will also be 
removed and replaced with a Personal Independence Payment (PIP).  
 
Whilst it is known what benefit streams will be incorporated into Universal Credit, due to the limited 
amount of data made available in both the White Paper and the Welfare Reform Bill it is as yet 
unclear how a number of elements will be treated under the new system. Most notably little 
information is known about the treatment of Carer’s Allowance, replacement of the childcare 
element of Working Tax Credit and Council Tax Benefit.   
 
For instance, in the case of Council Tax Benefit it has been announced that it will be abolished and 
the money (less 10 per cent reduction as part of the spending cuts) devolved to Local Authorities in 
England and the Devolved Administrations.  Exactly how this will be replaced is not yet known and 
will have implications for both households and local/national government in Scotland.  For instance 
in 2010/11 16 per cent of Council Tax charged in Scotland is paid via Council Tax Benefit4.  This 
varies from 7.3 per cent in Aberdeenshire to 28.4 per cent in Glasgow City.  
 
Within the White Paper DWP also announced that responsibility for two of the discretionary 
elements of the Social Fund, Community Care Grants and Crisis Loans, are to be devolved to 
Scotland5.  The Social Fund aims to provide help and support for those on low incomes or benefits 
                                                
3 DWP (11 November 2010), Universal Credit: Welfare that works, http://www.dwp.gov.uk/policy/welfare-
reform/legislation-and-key-documents/universal-credit/  
4 Derived from the Council Tax Receipts Return as at 1 March 2011, Scottish Government , 
http://www.scotland.gov.uk/Topics/Statistics/Browse/Local-Government-Finance/ReturnCTRR    
5 For further information please see Scottish Government (December 2010), The Social Fund: a review of 
selected literature http://www.scotland.gov.uk/Resource/Doc/336146/0109976.pdf 

http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/universal-credit/
http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/universal-credit/
http://www.scotland.gov.uk/Resource/Doc/336146/0109976.pdf
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who need short-term assistance to deal with exceptional situations.  The third discretionary 
element of the Social Fund is Budgeting Loans, which the Calman Commission recommended be 
devolved alongside Community Care Grants and Crisis Loans, will be incorporated into Universal 
Credit. We are currently consulting on the successor arrangements for the Community Care Grants 
and Crisis Loans. 
 
Current work has focussed on estimating the impact of each element separately.  However, work is 
taking place to improve our understanding of the overall impact.  
 
The introduction of Universal Credit will have differing impacts depending on households 
composition, economic status and current benefits received.  The impact is also likely to vary 
between equalities groups. Analysis undertaken to date is set out below. 
 
Analysis undertaken at the Great Britain level 
 
Analysis contained in DWP’s White Paper primarily focused on how earnings and employment 
incentives are liable to change both for those in work and if an individual in a workless household 
was to enter work at 10 hours per week. For instance, they estimate that work incentives for 
700,000 individuals on low earnings will be improved and that the number of workless households 
facing Participation Tax Rates, which measures the financial reward to entering work as it 
calculates the proportion of total earnings lost from withdrawal of benefits and taxation, of over 70 
per cent will be reduced by 1.3 million.  
 
The IFS also published initial analysis on how Universal Credit will affect household incomes and 
financial work incentives in Great Britain given the information contained in the White Paper.6 Their 
analysis is based on their best guess of how Universal Credit may operate in 2014-15 against what 
they expect the tax and benefit system would have looked like if Universal Credit was not 
introduced.  
 
The key findings of the IFS report are: 
 Universal Credit will strengthen the incentives to work for those who currently have the very 

weakest incentives to work. However, (potential) second earners in couples will have weaker 
work incentives as Universal Credit will be withdrawn more quickly than under the current tax 
credit arrangements. 

 As a fraction of income Universal Credit will benefit poorer families’ more than richer ones in 
the long run, in a pattern that is progressive. 

 Whilst there are winners and losers amongst all family types, on average, couples with children 
will benefit more than couples without children, who in turn benefit more than single adults. 
Single-earner couples (with or without children) will benefit substantially from the reform. 

 However, lone parents will, on average, be worse off in the long run as Universal Credit is less 
generous than Working Tax Credit for lone parents who work over 30 hours per week and the 
treatment of child maintenance payments as income under the new system. Subsequently 
DWP analysis in the Welfare Reform Bill Impact Assessment has estimated that lone parents 
gain on average as the negative impacts of removing the 16 and 30 hour premia will on 
average be outweighed by the positive impacts of higher earnings disregards. 

 Of working age families in Great Britain 2.5 million will gain and, in the long run, 1.4 million will 
lose, with a further 2.5 million seeing no change in their disposable income. In contrast DWP 
analysis estimates that there will be 2.7 million with higher entitlements and 1.7 million with 
lower entitlements. 

 
There are a number of limitations to this analysis. IFS assume that there is 100 per cent take-up of 
benefits pre and post the introduction of Universal Credit and that individuals do not change their 
behaviour in response to the Universal Credit. While current benefit take up rates are below 100 

                                                
6 Institute of Fiscal Studies (12 January 2011), Universal Credit: A Preliminary Analysis, IFS Briefing Note 
116, http://www.ifs.org.uk/publications/5415  

http://www.ifs.org.uk/publications/5415
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per cent, DWP do expect Universal Credit to improve benefit take-up rates as it is expected to be 
easier to identify entitlement, and to keep track of claimants changing circumstances.   
 
Possible impact of Universal Credit in Scotland 
 
Analysis shows that Scotland’s population, household and benefit unit composition is not 
significantly different from the rest of Great Britain.  However, as highlighted in Figure 1, Scotland 
has more than its population share of key benefits claimants, where Scotland’s share of Great 
Britain’s population is 8.6 per cent7.  Tax credits, which are paid to families rather than individuals, 
will also be affected. Therefore we can assume that, based on IFS analysis, approximately 
140,000 households in Scotland will lose out from the introduction of Universal Credit, particularly 
lone parents. 
 

Figure 1:  Number of claimants by benefit type in May 2011, Scotland & Great Britain 
Benefits paid to individuals Scotland  Great 

Britain 
Scotland 

as % of GB 
Jobseekers Allowance (JSA) 136.490 1,404.140 9.7% 
Incapacity related benefits (Employment Support Allowance (ESA), 
Incapacity Benefit (IB) & Severe Disablement Allowance (SDA))  280.920 2,599.090 10.8% 
Income Support 166.840 1,703.220 9.8% 
Pension Credit 268.960 2,674.670 10.1% 
Disability Living Allowance (DLA)** 347.230 3,231.330 10.7% 
Housing Benefit (HB)* 475,070 4,909,510 9.7% 
Council Tax Benefit (CTB)* 562,210 5,860,150 9.6% 
Attendance Allowance** 164.810 1,760.620 9.4% 
Source: All data from DWP tab tool except * which is from DWP Housing Benefit and Council Tax Benefit 

publication. 

Notes: All data relates to May 2011 except:* which relates to August 2011  

* For HB and CTB, the number of claimants is the number of benefit units (which may be a single person or 

couple). There may be more than one claimant unit per household 

**Data relates to entitled cases 
 
The DWP policy simulation model used at the time of the White Paper has been applied to 
Scotland data, and it estimates that changes in entitlement for families and work incentives in 
Scotland will be similar to Great Britain. They estimate that in the steady state, around 200,000 
households in Scotland will have higher benefit entitlements (£25 more per week on average) 
under Universal Credit, while around 170,000 households would receive less (£19 less per week 
on average)8. DWP say that a package of transitional protection is being developed in order to 
ensure that there will be no cash losers as a direct result of the move to Universal Credit where 
circumstances remain the same.  
 
It should be noted that differences in the macroeconomic conditions of Scotland and Great Britain 
will influence the success of getting individuals back to work in the two regions. For example, 
weaker growth in output within a region is likely to result in a more prolonged period of recovery for 
the labour market as firms place on hold decisions over recruitment until the economic outlook 
improves. The latest average independent GDP forecast for Scotland is broadly in line with the UK, 
with a modest recovery continuing throughout 2011 and 2012.  
 
Current statistics show that despite previous divergences in labour market performance as a result 
of the recession, during the period July–September 2011, both Scotland and the UK saw falling 
employment and rising unemployment. However, over the year, there has been improvement in the 
Scottish labour market, with employment rising by 14,000 and unemployment falling by 14,000. 
However, Scotland experienced greater deterioration than the UK over the adjustment period. 
Scotland’s headline employment level remains around 84,000 below the pre-recession peak of 
March-May 2008, and unemployment is 109,000 above its pre-recession low of the same date. 
Scotland also has a higher rate of workless households (where no adults in the household are 

                                                
7 National Records of Scotland and Office for National Statistics Mid 2010 Population Projections 
8 It should be noted that these results are subject to sampling error and are therefore indicative only.  
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working) than Great Britain9.  Recent data for April to June 2011 shows that in Scotland the 
workless household rate was 19.8 per cent (359,000 workless households), compared to 18.8 per 
cent (3,756,000 workless households) in Great Britain.  
 
Likely equalities impacts 
 
Initial work by DWP around the impacts on equalities groups suggests that when considered as a 
whole the introduction of a Universal Credit will have a positive impact on the main equalities 
groups10.  However, when individual components of other elements of the welfare reform 
programme are examined by DWP there are instances of largely disproportionate negative 
impacts, which are driven by the composition of the benefit claimants.  For example, women are 
proportionately more likely to be affected by the changes to child maintenance clauses than men 
as they make up 97 per cent of the case load.  Similarly, half of private renters on housing benefit 
have a disabled person in the household which means that they suffer a disproportionately large 
impact, albeit there is no differential impact within the entire group of those affected by the reform.  
However, it is probably too soon to draw any firm conclusions, given the shortage of policy detail 
on universal credit and the lack of substantial detail on the DWP equalities assessments.  The 
Welfare Reform Scrutiny Group is working closely with representatives from disability organisations 
to better understand the impact of the changes in financial and wider terms. It should also be noted 
that these welfare reform impacts do not include the equalities implications of public spending 
reductions.  The implications of these cuts for the main equality groups should be considered 
alongside, and in the context of, these welfare reforms. 
 
 
Fiscal implications for Scotland of Welfare Reform 
 
Responsibility for the welfare system is currently wholly reserved to the UK Government and as 
such the Scottish Government’s budget is not directly linked to changes in the level of expenditure 
on benefits in Scotland.  This means that unexpected changes in welfare expenditure, for example 
as a result of an economic downturn, do not affect the resources available for devolved public 
services.   
 
It also means however, that the Scottish Government is unable to exploit synergies between 
departmental programmes and the welfare system. It has been argued that this restricts 
implementation of the most effective and efficient policies. For example, the Scottish Government 
is unable to switch resources between departmental and welfare budgets, nor can it utilise savings 
in the welfare bill to fund preventative spending which could reduce future pressures on the benefit 
system. 
 
However, changes to the benefit system by the UK Government can also have an impact on 
demand for devolved services.  While employability support services to unemployed people are 
reserved, policy responsibility for skills, adult education and health services which help people 
back into work are devolved. It is believed that as a result of these reforms, demand for such 
devolved services could increase, with implications for existing Scottish Government budgets.  
 
As highlighted in Figure 2 Scottish expenditure on key benefits listed accounts for 9.0 per cent of 
the total Great Britain expenditure, slightly higher than Scotland’s share of the Great Britain 
population (8.6 per cent)11.  In particular Scotland receives a much higher share of total Great 
Britain’s expenditure on benefits related to disability and health, reflecting in part Scotland’s 
comparative poor health record. Changes in eligibility criteria or real terms value of these benefits, 
in particular those which have links to devolved responsibilities such as health, may have 
implications for the Scottish Budget.  
                                                
9 ONS (Sept 2011) Working and workless households 2011 - Statistical Bulletin 
http://www.ons.gov.uk/ons/dcp171778_229480.pdf  
10 DWP (Feb 2011) Welfare Reform Bill 2011 impact assessments and equality impact assessments 
http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/welfare-reform-bill-2011/impact-
assessments-and-equality/  
11 National Records of Scotland and Office for National Statistics Mid 2010 Population Projections 

http://www.ons.gov.uk/ons/dcp171778_229480.pdf
http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/welfare-reform-bill-2011/impact-assessments-and-equality/
http://www.dwp.gov.uk/policy/welfare-reform/legislation-and-key-documents/welfare-reform-bill-2011/impact-assessments-and-equality/
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Figure 2: Expenditure on key benefits in Scotland and GB, 2009/10 (£ million) 
 Scotland GB* Scottish 

expenditure 
as % of GB 

Expenditure 
(£ million) 

% of total 
expenditure 

Expenditure 
(£ million 

% of total 
expenditure 

State Pension  £5,739 48% £66,849 50% 8.6% 
Housing Benefit £1,556 13% £19,989 15% 7.8% 
Disability Living Allowance £1,283 11% £11,459 9% 11.2% 
Incapacity related benefits 
(ESA/IB/SDA) £934 8% £8,283 6% 11.3% 

Income Support £815 7% £8,374 6% 9.7% 
Pension Credit £771 6% £8,129 6% 9.5% 
Jobseekers Allowance £407 3% £4,684 3% 8.7% 
Council Tax Benefit £380 3% £4,698 4% 8.1% 
Carer’s Allowance £136 1% £1,495 1% 9.1% 
Total Expenditure on benefits 
listed above £12,021  £133,960  9.0% 

Source: DWP Benefit Expenditure Tables *Includes claimants living abroad or unknown 
 
 
Employability, Skills & Lifelong Learning Economic Analysis 
Scottish Government 
16 November 2011 
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Annex A: Key benefit related announcements since June 2010 
 

Current benefit stream Announcement 
General changes to benefit 
system 
 

 From April 2011, the Consumer Prices Index (CPI) will be used for the indexation of all benefits, tax credits and public 
service pensions.  
 From April 2013 household benefit payments will be capped at around £500 per week for a couple and lone parent 
households and around £350 per week for single adult households. 

Disability Living Allowance 
(DLA) - Care 
 

 From April 2013,  
- an objective medical assessment will be introduced for the CARE element of DLA. 
- mobility component of DLA will be removed for people in residential care, where such costs are already met from 

public funds. 
Employment & Support 
Allowance (ESA) 

 Incapacity Benefit (IB) Migration trial in Aberdeen (and Burnley, Lancashire). Rolled out UK-wide in spring 2011. 
 Time limiting contributory ESA for those in the Work Related Activity Group (WRAG) to one year. 

Council Tax Benefit (CTB)  Reducing spending on CTB by 10% and localizing it from 2013-14. Plan to devolve responsibility to the Scottish 
Parliament. 

Housing & Housing Benefit 
(HB) 
 

 From October 2010, the standard interest rate used to calculate Support for Mortgage Interest (SMI) payments will be 
set to the Bank of England’s published monthly Average Mortgage Rate. 
 Previous freezes on uprating deductions for non-dependents reversed and link with prices maintained from 2011-12. 
 From April 2011,  
- HB claimants with a disability and a non-resident carer will be entitled to funding for an extra bedroom. 
- LHA Rates will be capped depending on property size at: 

Number of bedrooms 1 2 3 4+ 
Per week cap £250 £290 £340 £400 

 From October 2011, Local Housing Allowance (LHA) rates will be set at the 30th percentile of local rents (this measure 
was brought forward to April 2011). 
 Increasing the age threshold for the Shared Room Rate in HB from 25 to 35 as from January 2012. 
 The temporary measure to reduce the waiting period for new working age claimants of the SMI scheme to 13 weeks 
and the limit on eligible mortgage capital to £200,000, extended to January 2013.  
 From April 2013, 
- Housing entitlements for working age people will reflect family size. 
- LHA rates will be up-rated in line with CPI 

Working Tax Credits (WTC) 
 

 From April 2011, 
- the level of in-year rises of income disregarded from calculations of tax credit entitlement will decrease from 

£25,000 to £10,000 and from April 2013 to £5,000. 
- the percentage of childcare costs that parents can claim through the childcare element of WTC will be reduced from 

80% to its previous 70%.  
- the basic and 30 hour elements of the WTC will be frozen for three years  
 From April 2012, 
-  The period for which a tax credit claim can be backdated /changed will be cut from 3 to 1 month. 
- A disregard of £2,500 will be introduced in the tax credits system for in-year falls in income. 
- The one-off payment for new workers over 50 will be removed. 
- WTC eligibility will change with Couples with children having to work 24 hours a week between them, with one 

partner working at least 16 hours a week to qualify for WTC. 
Child Tax Credits (CTC) 
 

 In April 2011, the child element of the CTC will increase by £180 above CPI indexation and in April 2012 it will increase 
by £110 above indexation. 
 From April 2011,  
- second income threshold for the family element of the CTC will reduce from £50,000 to £40,000.  
- the baby element will be removed from the CTC. 
 From April 2012,  
- the family element of the CTC will be withdrawn immediately after the child element. 
- £4 supplement in the CTC for each child aged one and two will not be introduced  

Child Benefit (CB) 
 

 From April 2011 the rates of CB for the first and subsequent children will be frozen for three years.  
 From January 2013, CB will be withdrawn from families with a higher rate taxpayer. 

Childcare/Parental Support 
 

 Government contributions to Child Trust Funds will be reduced then stop. 
 From February 2011, the Health in Pregnancy Grant will be abolished. 
 From April 2011, SureStart Maternity Grant restricted to a first child (or children where the first is a multiple birth). 
 From October 2011, a lone parent whose youngest child is aged 5 or above will be eligible for JSA rather than IS. 
Existing IS customers will be transferred to JSA from April 2012. 



WELFARE REFORM – ANALYSIS OF UK GOVERNMENT PROPOSALS 
Employability Skills and Lifelong Learning Economic Analysis 

November 2011 
 
Introduction 
 
Scottish Government has been working in conjunction with Scottish stakeholders to analyse the 
UKG Welfare Reform proposals and determine as far as possible the potential effects on Scotland. 
The Welfare Reform programme encompasses a wide range of tax and benefits changes which 
DWP state are the most radical changes to the system in a generation. The proposed changes will 
take place over the period to 2017. Although DWP has set out the aims for its proposals, the depth 
and breadth of the changes they are planning, plus the extended timescale for implementation 
mean that much of the detail that would allow detailed assessment to be made of the potential 
impact on Scotland and its people is not available. The „unknowns‟ range from the rates at which 
benefits (e.g. Universal Credit) will be paid to whether the new system will be capable of being 
used to „passport‟ benefits such as free school meals. The uncertainty and lack of detail from DWP 
continues to restrict the analysis that we and other stakeholders of commentators can provide. 
 
A wide range of commentators and stakeholders at both UK and Scottish levels have published 
their views on the possible impact of Welfare Reform. They all use the publically available sources 
such as DWP and information published to date on our website as primary sources for their work. 
The nature of the process means that the details of the potential impacts for people in Scotland (or 
the UK) will only become clear as DWP reveal the precise workings of their planned new welfare 
system. We, along with other stakeholders, have made use of what we „know‟ about the proposed 
changes. There is a general consensus, that whatever the final detailed proposals tell us, the 
changes have the potential to have significant effects on welfare recipients. Although improving 
incentives for people to work and work more is laudable, this has to be seen in the context of 
UKG‟s desire to significantly reduce the amount spent on welfare. 
 
This note brings together the analysis undertaken to date, provides an assessment of what is 
known about the potential winners and losers from Welfare Reform, and a diagram illustrating the 
complexity of the benefits system 
 
Analysis undertaken 
 
The Scottish Government has produced an overview of the analytical work undertaken so far on 
the reforms the UK Government is making to the welfare system,1.  This paper examines the 
potential impact that these changes, in particular the introduction of Universal Credit, are likely to 
have on individuals in Scotland.  This has primarily been undertaken by examining benefits in 
isolation.  
 
Work has also been undertaken in conjunction with DWP to produce Scottish specific analysis of 
introduction of Universal Credit on Scottish households.  This has been used in discussions with 
the Welfare Reform Scrutiny Group (WRSG) and has helped with the development of the case 
study analysis currently being taken forward in collaboration with WRSG members.  Specific work 
has also been undertaken on housing benefit reforms2 in conjunction with the Scottish 
Government‟s Housing Benefit Advisory Group.   
 
Our ability to produce cumulative in-depth analysis of some of the changes is constrained by the 
limited information available, particularly on the operation of the new Universal Credit system and 
how some benefits (such as tax credits) will be treated. As a result the analysis undertaken by the 
Scottish Government on welfare reform primarily focuses on estimating the impact of each change 
                                                 
1
 An initial analysis of the Welfare Reform proposals was also produced for the WRSG.  Scottish Government 

(February 2011) WELFARE REFORM SCRUTINY GROUP - Paper WRSG 1-04 (Rev): Analytical Note On Welfare 

Reform http://www.scotland.gov.uk/Topics/People/welfarereform/Initialanalysis#top  
2
 Scottish Government (January 2011) Housing Benefit changes: Scottish Impact Assessment  

http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-

demand/chma/marketcontextmaterials/hbchangesscottishimpact/ 

http://www.scotland.gov.uk/Topics/People/welfarereform/Initialanalysis#top
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/hbchangesscottishimpact/
http://www.scotland.gov.uk/Topics/Built-Environment/Housing/supply-demand/chma/marketcontextmaterials/hbchangesscottishimpact/
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separately.  It should also be noted that complex linkages between benefits and individual 
behaviour also make it difficult to predict how individuals will react to the new benefit system and 
how benefit take up rates may change.   
 
The Library section of SG‟s Welfare Reform webpage brings together a range of the key sources 
on the process and analysis of welfare reform.3 
 
Ongoing/future analysis 
 
In conjunction with the WRSG, we are looking to develop case studies which illustrate the details of 
how the reforms are impacting on specific households. Information relating to benefit caseload 
data is available at the local level. The intention is to use the expertise of the WRSG to help flesh 
out where local differences, such as varying levels of provision by different voluntary organisations 
across LAs, are likely to have an impact on different groups 
 
This will also contribute to our understanding on how the reforms will impact on demand for 
devolved services and Scottish Government Budgets.    
 
We have also been liaising with DWP on the implications of the changes for passported benefits. 
The details of how the changes will affect passporting are not yet clear, but this will have an 
important bearing on DWP‟s aim that the benefit system is made less complex and more 
transparent.  
 
We will seek to assess the tax and benefits implications of the changes through our 
macroeconomic model once sufficient detail is available from DWP to enable this to take place.  
 
We are also engaged in continued discussion with DWP about having comparable analysis of the 
reforms undertaken for Scotland, modelling and equalities impact assessments on the successor 
arrangements for  Social Fund and Council Tax Benefit in Scotland.  
 
Winners and Losers 
 
Annex A contains a summary of the latest intelligence on the potential winners and losers from 
Welfare Reform. This draws on the details of the reform that DWP has published, including what its 
modelling says for Scotland, expert commentary on the changes from IFS, and DWP‟s own 
equality impact assessments. The available evidence highlights the fact that work incentives, 
numbers in poverty, individuals benefit entitlements are all set to change fro large numbers of 
people. DWP‟ has promised transitional protection to ensure that no current claimants are „cash‟ 
losers, but how this protection will work and the circumstances under which it will cease to apply 
are as yet unclear. There are also budget cuts announced in June 2010 budgets that are already 
starting to make an impact. 
 

                                                 
3
 http://www.scotland.gov.uk/Topics/People/welfarereform/Library 

 

http://www.scotland.gov.uk/Topics/People/welfarereform/Library
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Diagram of complexity in benefits system 
 
The following diagram illustrates how complex the current benefits system is and highlights 
combination of benefits paid out across Scotland. 
 

Benefit combination data for Scotland, May 2011  
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Annex A - Welfare Reform – ‘Winners and Losers’ 
 
What does the IFS analysis tell us? 
 
IFS published their „preliminary analysis‟ of UC in January 2011 in which they sought to expand on 
DWP‟s analysis of winners and losers. The IFS‟s headline findings were that:- 
 

 They estimate that, as a result of the move to UC, 2.5 million working age families will gain 
whilst (in the long run) 1.4 million working age families will lose and 2.5 million working age 
families will see no change. 

 UC will benefit poorer families more than richer ones. 
 On average couples with children will gain more than couples without children, who will 

gain more than single adults without children. On average lone parent will lose in the long 
run. 

 UC will cost £1.7 billion in the long run - due to UC increasing take up of benefits and also 
to the costs of transitional protection for those currently on benefits. 

 UC will strengthen the incentives to work, especially for those with the weakest incentives 
under the current system. However, it will weaken incentives to work for second earners in 
couples. 

 They estimate that 1.7 million workers will see their marginal tax rate fall, whilst 1.8 million 
workers will see it rise. 

 
It is worth noting the IFS analysis assumes 100% take up of benefits and also that there is no 
behavioural change for individuals after UC is introduced. 
 
To illustrate how the changes will vary depending on individual‟s circumstances, IFS set out three 
case studies in the table below:- 
 
IFS UNIVERSAL CREDIT CASE STUDIES - SUMMARY OF FINDINGS 

Family type Earnings 
Better of 
when 

Unaffected 
when 

Worse off 
when 

Work 
incentives 

Single adults, 
age>25, no 
children, no 
disability 

£6.50 per hour 
plus LHA of 
£60 per week 

Working for 
<30 hours per 
week due to 
lower 
withdrawal 
rate for UC 
than for 
current 
benefits 

Working for 
>39 hours per 
week 

Working for 
30-39 hours 
per week 
because 
currently 
Working Tax 
Credit steps 
up at this 
point, but UC 
does not 

To take up 
work lasting 2-
30 hours per 
week 

Couple with 2 
children - one 
earner, neither 
partner 
disabled 

£10 per hour 
plus LHA of 
£100 per week 

Working for 
any number of 
hours 

Both partners 
are out of work 

n/a To take up 
work fro any 
number of 
hours  

Couple with no 
children, two 
earners (case 
study focuses 
on second 
earner) 

£7 per hour for 
first earner, 
£6.50 per hour 
for second 
earner, neither 
disabled, plus 
LHA of £80 
per week 

The second 
earner doesn't 
work or works 
for no more 
than 10 hours 
per week 

The second 
earner work 
>10 hours per 
week 

n/a Weaker for 
second earner 
if they work 
more than 3 
hours per 
week 

Source: "Universal Credit: A preliminary analysis" IFS briefing note 116, January 2011 
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IFS reach a number of conclusions based on their analysis of the impact of UC on different family 
circumstances:- 
 

 They say that the majority of workless families will receive the same amount of benefits as 
they currently do. 

 For working families, whether they win or lose depends on the number of hours they work. 
 Working families who receive UC will have an incentive to keep their savings below £16k 
 UC will typically improve the incentive for couples to have one person in work, but worsen 

their incentives for both partners to work. 
 
IFS model the introduction of UC based on their best guess of how the system might operate in 
2014/15. They find that 2.5 million working age families will gain, 1.4 million will lose and 2.5 million 
will be unaffected. 
 
Those families that gain are estimated to see their disposable income rise by 7.8% (or £27.82 per 
week) in 2014/15. Families that lose will (in the absence of transitional protection) see their income 
fall by an average of 6.7% (£26.09 per week). Overall working age families (taken as a whole) will 
see their income rise by 0.3% or £1.64 per week (this would be 0.6% or £3.48 with transitional 
protection). The overall cost to UKG is estimated to be £1.7 billion (rising to £3.6 billion with the 
cost of transitional protection included). 
 
In terms of the impact on income distribution, IFS conclude that UC “will benefit poorer families 
more than richer ones, in the long run in a pattern that is progressive”. They say that the poorest 
10% of families will gain on average by 4.8% (without transitional protection). 
 
In terms of the impact on different family types, IFS highlight lone parents as the most affected 
group (in numbers) with 670k (or 33%) of all lone parents gaining and 370k (or 20%) losing in the 
long run. Couples with one partner working see the largest £s (and %) average increases - £12.66 
per week (1.72%) for those with children, £9.34 per week (0.96%) for those without children. 
Families with no adults working benefit less from UC as most of the gains come from the earnings 
disregards and lower withdrawal rates that apply to working adults.  IFS also point out that 
workless families with children are the only group who lose out on average – they say that this is 
due to some of these families having unearned income (maintenance from former partners, 
savings, pensions) and some of them currently having high levels of HB and CTC (which may be 
affected by the benefits cap). 
 
They also find a gender difference with women faring batter than men on average following the 
introduction of UC. 
 
IFS use their model to look at how UC will change work incentives – both the incentive to work at 
all and the incentive to earn more. 
 
They find that UC will improve the incentive to work if you are going to earn <£10k per annum (it 
also marginally improves the incentives for those earning above £40k). They estimate that this 
means that around 1.3 million non-workers have a higher incentive to work >10 hours per week. 
This includes single adult families (with and without children), adults in couples whose partner does 
not work. IFS conclude that UC will “strengthen work incentives for those who have the weakest 
incentive to work at all”. 
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For those already in work, IFS find that the majority will not see their incentive to earn4 more 
affected by UC. Having said that they say that 3.5 million workers will see their incentives change 
as follow:- 
 

 900k basic rate tax payers will see their incentive to earn more fall as UC is withdrawn 
faster for them that the current tax credits system 

 300k workers who do not currently receive means tested benefits or tax credits will become 
entitled to UC but will face its withdrawal if their earnings increase 

 350k workers who are non-taxpayers entitled to UC will see it withdrawn (at 65p per £) as 
they income increases 

 600k workers will see benefits from UC as they currently face the loss/reduction in benefits 
or tax credits when their earnings increase (and this won‟t happen to them under UC) 

  350k individuals who don‟t pay tax and currently see HB/CTB/other means tested benefits 
withdrawn if they earn money 

 400k basic rate taxpayers who currently receive tax credits, but will not receive UC (hence 
their incentive to earn more will rise) 

 200k non-taxpayers  who currently receive tax credits but will not receive UC (hence they 
too will see their incentive to earn rise) 

 
Overall, IFS say that incentives to earn more will (on average) increase for those earning <£26k 
and decrease very slightly for those earning more than that.  
 
IFS conclude that their analysis of UC indicate just how difficult it is to reform the complicated 
welfare system. In general UC will strengthen the incentives to work for main earners. Couples, 
especially those with children, will tend to gain whilst single adults, especially lone parents, will 
tend to lose. They say that “in general the impact on incomes is progressive”, although they add 
the caveat that many of the details of welfare reform are as yet unclear. 
 
 
What is DWP analysis telling us? 
 
In their White Paper “Universal Credit: welfare that works” (Nov 2010), DWP claim that their 
restructuring of the benefits and tax credits system is “strongly progressive” and will help focus 
support on those at the lower end of the income distribution. 
 
DWP identify three broad groups who they say will receive more from Universal Credit (UC) than 
under the current system:- 
 

 Households who work <16 hours per week or are childless and aged under 25. These 
groups are not eligible for Working Tax Credit but will be eligible for in work support under 
UC. 

 Households who currently receive Housing Benefit and Council Tax Benefit. They will gain 
as the rate at which their benefits are reduced in relation to earnings is reduced. 

 Other households who benefit from the higher earnings disregard and lower withdrawal rate 
under UC 

 
They also present a chart that shows that income deciles 1-5 will on average see a positive impact 
on their entitlement under UC. And they also say that households who are in the system at the time 
it changes to UC “will receive cash protection” to ensure that they do no see their benefits fall as a 
results of UC. This guarantee doesn‟t hold if households circumstances change nor does it apply to 
new applicants who may receive less under UC than they would under the current system. 
 
DWP estimate that UC will improve earnings incentives for 700,000 low paid workers by improving 
the return they would see from working more hours or increasing their wage rate.  
                                                 
4
 Incentive to earn is measured as being the proportion of each £ an individual earn which they keep once tax payments 

and benefit withdrawals are taken into account. 
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DWP also argue that the simplification of the system will help people to realise the financial 
benefits from moving into work. They say that “a plausible estimate is that UC reform will reduce 
the number of workless households by around 300,000”. Also they say that they “believe that UC 
will create new opportunities for people to combine part time work with benefit receipt”. 
 
They point out that measuring the impact of UC is complicated by the fact that it represents a 
fundamental long term shift in the welfare system which will have dynamic effects on the labour 
market. As such they say that “no model or analytical technique exist that could enable us to 
quantify these effects with absolute precision”. 
 
 
What does the DWP policy simulation model say about Scotland? 
 
The DWP policy simulation model used at the time of the White Paper has been applied to 
Scotland data, and it estimates that changes in entitlement for families and work incentives in 
Scotland will be similar to Great Britain. They estimate that in the steady state, around 200,000 
households in Scotland will have higher benefit entitlements (£25 more per week on average) 
under Universal Credit, while around 170,000 households would receive less (£19 less per week 
on average)5. DWP say that a package of transitional protection is being developed in order to 
ensure that there will be no cash losers as a direct result of the move to Universal Credit where 
circumstances remain the same.  
 
It should be noted that differences in the macroeconomic conditions of Scotland and Great Britain 
will influence the success of getting individuals back to work in the two regions. For example, 
weaker growth in output within a region is likely to result in a more prolonged period of recovery for 
the labour market as firms place on hold decisions over recruitment until the economic outlook 
improves. The latest average independent GDP forecast for Scotland is broadly in line with the UK, 
with a modest recovery continuing throughout 2011 and 2012.  
 
Current statistics show that despite previous divergences in labour market performance as a result 
of the recession, during the period April–June 2011, both Scotland and the UK saw rising 
employment and rising unemployment. However, over the year, there has been improvement in the 
Scottish labour market, with employment rising by 60,000 and unemployment falling by 15,000. 
However, Scotland experienced greater deterioration than the UK over the adjustment period. 
Scotland‟s headline employment level remains around 56,000 below the pre-recession peak of 
March-May 2008, and unemployment is 104,000 above its pre-recession low of the same date. 
Scotland also has a higher rate of workless households (where no adults in the household are 
working) than Great Britain6.  Recent data for April to June 2011 shows that in Scotland the 
workless household rate was 19.8 per cent (359,000 workless households), compared to 18.8 per 
cent (3,756,000 workless households) in Great Britain.  
 
 
What are the DWP Equality Impact Assessments telling us? 
 
DWP published their initial equality impact assessments (EIA) on 10 October 2011. They will be 
updated as the Bill progresses through UK parliament. Their overall views are that:- 
 

 UC will increase the likelihood that individuals will be able to move into work or work a level 
of hours that is not constrained by the complexities of the current system 

 They estimate that UC will lead to  2.7m people having a higher entitlement, 1.7 m having a 
lower entitlement (although there will be transitional protection for them) and no change for 
3.5m 

                                                 
5
 It should be noted that these results are subject to sampling error and are therefore indicative only.  

6
6
 ONS (Sept 2011) Working and workless households 2011 - Statistical Bulletin 

http://www.ons.gov.uk/ons/dcp171778_229480.pdf  

http://www.ons.gov.uk/ons/dcp171778_229480.pdf
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 Changes in entitlement and increased take up are anticipated to lift 350k children and 600k 
working age adults out of poverty. 

 
Disabled 
 
Over 1/3 of the potential UC caseload is expected to be households with a disabled person. DWP 
say that disabled people will see “significant improvements in their incentives to work” – similar to 
non-disabled households. 
 
In terms of impact on income, DWP estimate that households with a disabled person are less likely 
to see their entitlement change than non-disabled households. Also the average change in income 
is likely to be less for a non-disabled person (+4.20 per week compared to +£6 per week for non-
disabled). 
 
DWP say that this is because UC is designed to improve work incentives but also protect the most 
vulnerable. They note that some 250k households with a disabled person will be lifted out of 
poverty. 
 
They say that UC will help equality for disabled people by giving improved incentives to work and 
making the system simpler. However, they acknowledge that there are risks to do with the on line 
access to UC (they will establish „alternative access‟ methods – e.g. phone) and the transition to 
UC (which they will mitigate by offering transitional protection for current claimants). 
 
Gender 
 
Bothe men and women will see their incentives to work rise. Couples will tend to experience higher 
average gains from UC than single males or females. The numbers of males and females lifted out 
of poverty will be approximately equal. 
 
DWP add that they expect the new system to be particularly helpful to lone parents (the majority of 
whom are women). 
 
DWP argue that UC‟s focus on „first earners‟ at the expense of „second earners‟ is justified as the 
policy is about breaking the cycle of worklessness by “helping at least one person into work” from 
workless households. They add that “It is possible that in some families second earners may 
choose to reduce or rebalance their hours or to leave work”, but that the benefit to the main earner 
will help these families “strike their preferred work/life balance”. 
 
Race 
 
DWP say that around 15% of the potential UC caseload are from ethnic minorities. Both white an 
ethnic minority people will see increased work incentives as a result of UC. 
 
Ethnic minorities are more likely to see their entitlements rise under UC because a higher 
proportion of them are in couples. 
 
UC might lift 350k individuals in households with at least one ethnic minority member out of 
poverty. 
 
The simpler UC system may help certain ethnic minority groups who have difficulty with the current 
complex system. However, there may be issues about ease of on line access – DWP acknowledge 
the need for a continued translation service for ethnic minorities. 
 
Age 
 
Households of all ages will see increased incentives to work. Those aged 25-49 are most likely to 
be affected by UC.  
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UC might lift 700k individuals whose head of household is aged 25-49 out of poverty, 150k whose 
household head is aged <25 and 100k whose household head is aged 50+. 
 
They note that on line access might be an issue for older people but say that they are separately 
working on improving internet access for older people. 
 
Transgender/Sexual orientation/Religion and belief 
 
DWP state that they hold no information on how these groups are distributed in the UC caseload, 
although they note that they do not expect UC to have an adverse impact on any of these groups. 
 
Pregnancy and maternity 
 
Likewise, DWP expect UC to have no adverse impact on this group. 
 
 
DLA/PIP 
 
The UK Government is intending to replace DLA with a new Personal Independence Payment 
(PIP) for working age disabled people from 2013/14.  Currently very little is known about PIP and 
further analysis will need to be undertaken when more details become available. However, it is 
known that PIP will consist of two components, Daily Living and Mobility, and each will have two 
rates.   
 
Currently there are two components of DLA which are paid out depending on how the disability 
affects the individuals. These are: 

 a care component which is paid to individuals who need help looking after their self or 
supervision to keep safe, which is paid at one of three rates (highest rate, middle rate, 
lower rate).   

 a mobility component, paid to individuals who can‟t walk or need assistance getting about, 
which is paid at one of two rates (higher rate, lower rate). 

 
In May 2011 there were 202,450 working age individuals in Scotland entitled to claim DLA.  Some 

individuals will be entitled to claim DLA but will have had their payment suspended if, for 
example, they are in hospital.   
 Of the 180,850 individuals in receipt of the care component 40% (72,400) receive the 

middle rate of care. 
 Of the 181,880 individuals in receipt of the mobility component over half (97,780) receive 

the higher rate of mobility payment. 
 When recipients of all ages are examined the most common combination of the 

components of DLA is higher care and higher mobility.   Of the 347,230 DLA claimants in 
Scotland, 62,170 (18%) were claiming this combination. 
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Planned changes 
affecting this group 

Impact on Families 

From 2013/14 an objective 
medical assessment will be 
introduced to reassess 
current DLA care claimants 
under the new Personal 
Independence Payment 
(PIP) criteria.  

This will have an impact for people who have their care element 
downgraded.  However, as the rates and criteria for PIP have not 
yet been announced the resulting fall in benefit for these individuals 
is not known. 
 
Using the rates of the DLA care component for 2013/14 (based on 
the  CPI inflated figures above) as a proxy we can see that if an 
individual was downgraded from the higher rate to the middle rate of 
the care component they would be £25.90 worse off per week 
(£1,346.80 per year).  If an individual was downgraded from the 
middle rate of care to the lower rate of care they would be £31.75 
worse off per week (£1,651 per year). 
 
However, it is known that PIP will consist of two components, Daily 
Living and Mobility, and each will have two rates.  Therefore, current 
claimants may see a change in their income as they are migrated 
onto PIP 

 
 
RPI to CPI  
 
The UK Government has also replaced the Retail Price Index (RPI) with Consumer Price Index 
(CPI) as the mechanism for the up-rating of welfare benefits, tax credits and public sector pensions 
from April 2011. CPI is generally lower than RPI, with the average CPI rate being 2.5 per cent over 
the five years to 2009 compared to 3.1 per cent for RPI, and if this trend continues then it may 
suppress rises in income for 1.6 million benefit claimants in Scotland.  In 2011/12 benefits were 
uprated in line with CPI in September 2010.  However, the rise in VAT from 17.5 per cent to 20 per 
cent has increased CPI inflation, but as the increase in VAT was only effected in January there has 
been no corresponding rise in benefits this year to account for the additional increase in the cost of 
living, which is equivalent to a real terms cut for households in receipts of benefits this year. DWP 
say that as the method for uprating benefits is retrospective, the impact of VAT should be seen in 
next year‟s rise in benefits. 
 
Recent media reports have suggested that the UKG is considering its options with regard to using 
the September CPI to set benefits for next year. The implication is that they are concerned that 
5.2%, whilst lower than the RPI (5.6%), is still higher than they would like and that they are looking 
for some way of raising benefits by less than this amount (e.g. possibly using an annual average. 
The actual position is only likely to become clear when the Chancellor makes his Autumn 
Statement on 29 November. 
 



welfare reform project 
Universal Credit 

 

General Information 

What we Know Unknown 

Universal Credit is an integrated working-age credit, managed by DWP,  that 
will provide a basic allowance with additional elements for children, disability, 
housing and caring.  
 

What the taper rate will be set at.  
Modelling suggests 65% 

It will support people both in and out of work, replacing Working Tax Credit, 
Child Tax Credit, Housing Benefit, Income Support, income-based Jobseeker’s 
Allowance and income-related Employment and Support Allowance. 
 

How UC will interact with these component parts 
 
What will replace the severe hardship allowance available to 16-17 year 
olds? 

There will be no cash losers at the point of change. No one will see their 
benefits reduced when Universal Credit is introduced. 
(Transitional protection will only apply where circumstances remain the 
same) 
 

What are the changes in circumstance that will result in transitional  
protection ending? 

Support is reduced at a consistent and managed rate. As earnings rise, UC will 
be withdrawn at a constant rate illustrated at  65 pence for each pound of net 
earnings, but not yet set.  
 

Will there be flexibility to adjust the taper to suit the current economic 
situation 

For those in employment, UC will be calculated and delivered electronically, 
automatically adjusting credit payments according to real time monthly 
income reported through an upgraded version of HMRC’s Pay As You Earn tax 
system. 
 

Will there be a robust IT system ready to operate in “real time” . 
Access to It for those making claims to UC. 
Customers with no bank accounts 

UC will be backed up by a strong system of conditionality and further 
supported by a new system of financial sanctions. 
 

Negotiations with DWP continue on Skills conditionality. Ministers not 
convinced without evidence to prove it gets better outcomes 

UC will be implemented using a phased approach, with new claims expected 
to enter the system from 2013, followed by the gradual closure of existing 
benefits and Tax Credits claims and their transfer to the new system by 2017.. 

The challenges around two systems in place to access other passported 
benefits 
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 UC claim is made on a Household basis 
- UC is claimed as a “benefit unit” comprising of one or two eligible adult 
claimants and any eligible child dependants the adults are responsible for. 
Adult claimants living in the same house, who are not joint claimants can 
make a UC claim separately e.g. over 18’s still living at home. 

Whose earnings in the household are taken into account? E.g. children, 
young adults 
How does this impact assessment of household income? 
 

Individuals will only qualify for either a disability or carer element – not both.  

UC Delivery 

Claims for Universal Credit will normally be made through the internet and 
most subsequent contact between recipients and the delivery agency will also 
be conducted online. 
 

 How will claimants be supported in using online approach? 

 Will there be a resultant delay in decision making as a response to 
fraud management and how will claimants be supported in delays to 
payment? 

 Contingency arrangement for failure of online strategy and 
associated impact. 

 Recognition of numeracy/literacy issues of claimants in addition to 
online access 

DWP recognises that there will continue to be a minority of people who 
cannot use online channels. For these people alternative access routes will be 
offered, predominantly by phone but also face to face for those who really 
need it.  
 
These alternative access routes are intended to be reserved for the minority 
who can’t use, or be helped to use, online services and therefore kept to a 
minimum 

 How will digital inclusion issues be addressed? 
 

Payment period will be monthly, direct to claimant unless there are 
exceptional circumstances. 
A package of support is being developed which is likely to include a mix of 
targeted financial advice and interim and bridging loans. 

How will monthly payment dates be allocated.  
Transition from fortnightly payments 
What constitutes “exceptional circumstances? 
How are vulnerable claimants defined? 
UKG intends to retain power to split payment between members of a 
joint claim – there is no detail yet available on the administration of 
these alternative arrangements. 
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The potential implications for Local Authorities and Advice services in 
supporting delivery are significant. 

How will infrastructure issues be addressed – resources and financial? 

Fraud –  
In addition to any sentence imposed by the court, the offender will also be 
subject to ‘one strike’ and ‘two strike’ regimes, which impose benefit 
deductions. These strikes will be loss of benefits for:  
- three months for a first conviction  
- six months for a second conviction 
For the most serious and organised cases of fraud DWP will look to ensure 
that a benefit loss of at least three years can be applied. 

 

Passported Benefits –  
DWP will replace the current rules, which base entitlement on receipt of 
certain benefits, to a system that bases entitlement on an income or earnings 
threshold. 

UK system for deciding passported benefits. 
Will there be two systems in place during transition. 

Treatment of Earnings and Income 

There will be income disregards in place applied before taper applies to 
reflect need of different families  

Rates of the taper and disregards have not been disclosed (although 
indications and illustrations have been provided on basis of 65% taper 
an various disregards). These will be set further down the line. 

Self Employed people may have an assumed earnings floor of National 
Minimum Wage for reported hours. 
 

Decision not made on this proposal 

Savings threshold is £16,000 (for both single and joint claims) 
Capital in excess of £6000 is deemed to yield tariff income. 
 

 

Income other than earnings – there will be varying levels of disregards on 
different types of income. 
 

Defined list of income types.  

Child Maintenance payments will be excluded as income. 
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Other – Policy proposals 

Carers  

 Carers Allowance will continue to exist as a separate benefit outside UC. 

  UC award will include a carers element which will continue for as long as 
the carer provides care for at least 35 hours per week for a severely 
disabled person.  

 Carers in receipt of the carers element will fall into the no-conditionality 
group. For other carers, varying levels of conditionality will apply. 

What impact will PIP have on eligibility to Carer’s element? 

Foster Carers  

 There will be no change to treatment of income, however changes are 
proposed under conditionality 

 

Childcare  

 Support will be provided as a UC element subject to taper. 

 Removal of current requirement to work 16 hours. 

 Limits converted to monthly rather than weekly figures 
- 70% of £760 p/month for 1 child 
- 70% of £1300 p/month for > 2 children 

How will assessment, payment periods and reporting of childcare costs 
operate? 

Conditionality 

 A conditionality threshold will be defined in regulations. Claimants falling 
below this threshold could face full work-related conditionality for as long 
as they receive UC. 

 Threshold will be set in terms of gross taxable pay with earning set at full 
time National Minimum Wage. 

 Threshold will reflect claimant circumstances and result in personalised 
conditionality requirements 

 Conditionality will be extended to Working claimants under UC to increase 
earnings. (by increasing hours, finding an additional job finding new job 
with higher income) 

 

 What are the compliance arrangements? 
 
 
 
 
 
 
 

 Full Conditionality proposals continue to be developed and are not 
yet defined 
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Migration   
Phased into 3 areas 

 Phase 1 – October 2013 to April 2014 
For new claims and natural changes in circumstance 

 Phase 2 – April 2014 to end 2015 
Managed migration for existing claims whose circumstances have not 
changed. 

 Phase 3 – End 2015 to end 2017 
Remaining households will be migrated taking account of  local circumstances 
(Local Authorities) 

 

Appeals 
Policy development is ongoing in this area 

 
Clearly defined Appeals procedure detailing processes. 
 

Impact Analysis 
DWP conducted impact analysis on key areas of UC – the majority of which 
were updated in October 2011 
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Replacement of Disability Living Allowance (DLA) with Personal Independence Payment (PIP)  

DLA PIP Proposal What we Know Unknown 

Not means tested, non-taxable Not means tested, non-taxable   

Not related to employment Not related to employment   

Paper based self-assessment with 
medical evidence if needed 

Claims and supporting evidence 
will be considered by an 
independent assessor, probably 
a health professional working 
on behalf of a third party 
supplier. 

Will take into account aids and 
appliances that are normally 
used or can reasonably 
expected to be used by an 
individual. 

Details to be set out in regulations 
about what is considered during the 
assessment process to determine 
entitlement to each component and 
rate, and how the assessment is to be 
carried out. 

Related to condition Assessment of individual’s 
ability to participate in society, 
as a proxy for the impact of 
disability and the extra costs 
disabled people can face. 

  

2 components – Care and Mobility 
 

2 components – Daily Living and 
Mobility 

  

Care component 
3 rates 
 
Lowest rate 
Need help for some of the day or 
you are unable to prepare a 
cooked main meal. 
 
Middle rate 
Help with personal care frequently 
or supervision continually 

Daily Living component 
2 rates 
 
Standard rate - ability to carry 
out daily living activities is 
limited by their physical or 
mental condition. 
 
Enhanced rate - ability is 
severely limited by their 
physical or mental condition 

Individuals will be assessed 
against a range of activities  
that will consider an individual’s 
ability to participate. 
 
Criteria will include a range of 
descriptors with weightings for 
each. 
 

Weekly rates are to be specified in 
regulations. Not clear how those 
relate to existing 3 rates particularly 
in relation to those with lower level 
needs. 
 
Not clear how weighting will be 
applied for Daily Living component 
 
Activities relating to care component 
to be set out in regulations. 
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throughout the day only, or help 
with personal care or someone to 
watch over you during the night 
only, or someone with you while 
you are on dialysis. 
 
Highest rate 
If you need help or supervision 
frequently throughout the day and 
during the night. 
 
Can be awarded even if care not 
being provided 

 
 
 
 
 
 
 
 
 

Mobility component 2 rates 
 
Lower rate 
Guidance or supervision out of 
doors. 
 
Higher rate 
Unable or virtually unable to walk 
without severe discomfort,; at risk 
of endangering life or causing 
deterioration in health by making 
the effort to walk;  no feet or legs; 
assessed to be both 100 per cent 
disabled because of loss of 
eyesight and not less than 80 per 

Mobility component 2 rates 
 
Standard rate -ability to carry 
out mobility activities is limited 
by their physical or mental 
condition. 
 
Enhanced rate - ability is 
severely limited by their 
physical or mental condition 

Individuals will be assessed 
against a range of activities  
that will consider an individual’s 
ability to participate. 
 
Criteria will include a range of 
descriptors with weightings for 
each. 
 

Not clear how weighting will be 
applied for Mobility component 
 
Activities relating to mobility 
component to be set out in 
regulations. 
 
 
 



welfare reform project 
DLA/PIP 

 

 

cent disabled because of deafness 
and  need someone with you when 
you are out of doors; severely 
mentally impaired with severe 
behavioural problems and qualify 
for the highest rate of care 
component. 

Can be indefinite award without 
review 
(currently more than 70% are 
indefinite) 

Mostly time limited awards 
with regular reviews 

 Factors to determine duration – what 
about person with stable but lifelong 
condition? 
How will current life time awards be 
reviewed? 

Qualifying period 3 months 
Prospective test 6 months 

Qualifying period 6 months.  
Prospective test 6 months 

 It is intended that the required period 
condition must be met both when a 
claim is made and at any review; this 
will be set out in regulations. 
Not clear what is happening with 
mobility component for people in 
residential care 

Children – over 330,000 children in 
UK in receipt of DLA 

No change until assessment of 
roll out for working age 
 

  

Age limit 65 on initial claim Age limit 65 or State pension 
age, whichever is higher 

Bill includes a regulation-
making power  - intention is to 
use this power to make 
secondary legislation so that 
individuals below the upper age 
limit who are in receipt of 

Regulations may provide that if a 
person is in receipt of personal 
independence payment before 
reaching the relevant age, they may 
continue to receive this benefit. 
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Personal Independence 
Payment can continue to 
receive the benefit beyond that 
age provided they meet the 
eligibility criteria. 

Automatic entitlement to highest 
rate of care for those with  
terminal illness 
 

Automatic entitlement to 
enhanced care for those with 
terminal illness 

  

Passporting - Carers Allowance Will provide part of the gateway 
for receipt of Carers Allowance 

 Not clear what rate of PIP will act as 
passport 

Payability – care component not 
paid in residential care or hospital 

Payability restrictions in 
hospital and residential care 
also to apply to mobility 
component. 

 It is intended that the regulations will 
provide that generally for the first 28 
days after a claimant becomes an in-
patient of a hospital or similar 
institution, or resident in a care 
home, they will continue to receive 
the existing benefit to cover 
continuing costs. 

 



welfare reform project 
Housing Benefit Reform 

 

Housing Benefit Reforms 

Local Housing Allowance Changes – from April 2011 

What we Know Unknown 

The provision that allows claimants to keep up to £15 of difference between 
LHA and actual rent was removed. 
 
Impacts an estimated  28,640 households in Scotland with an average loss of 
£12 

 

LHA restricted to 4-bedrooms, capped at £400 per week. 
 
Has a severe impact of average losses in excess of £50/ week but on a very 
small number (~100) of households. 

 

LHA was previously based on the median rent in an area (50th percentile). This 
was reduced to the 30th percentile.  
 
Affects almost 45,000 households with an  average loss of £7 per week. 

 

Uprating LHA by CPI rather than by  using market evidence (or RPI).  
 
This is likely to significantly reduce HB levels over time, breaking the link 
between LHA and real rents. 

 

Uprating non-dependent reductions to reflect rent increases since 2001/02 in 
April 2011 and annually on the same basis.  
 
Impacts on households in social and private rented sectors where there are 
non-dependants who normally live with the claimant. This may impact on 
numbers of young people who are asked to leave the family home. 

 

Our best data suggests the cumulative effect of these LHA changes is that 
almost 60,000 households in Scotland are impacted and lose an average of £10 
per week. 
 

Some of the impacts will depend on tenant and landlord behaviours, for 
example landlords may choose to reduce rents and tenants may choose 
to move. 
The full impact of these changes has yet to flow through 
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Local Housing Allowance – Shared Accommodation Rate Changes – from January 2012 

Increase from age 25 to age 35 in age below which a single person LHA claimant 
is entitled only to HB to cover a room in accommodation with shared facilities. 
Will apply to new claimants from April 2012 and to existing customers on their 
review after April 2012.  
 
Amounts very considerable across the country from £17.31 to £54.23 but all are 
significantly large enough to severely restrict, if not eliminate, the possibility of 
the use of non-shared accommodation for the under 35s.  
 
Currently around 7,500 would be impacted, with a particular difficulty in rural 
areas where we know there is an acute shortage of shared accommodation. 

We do not know what the impact on tenant and landlord behaviour will 
be. Eg: 

 Market may adjust to offer more shared accommodation 

 Rents may reduce 

 Young single people may move to cheaper areas. 

Housing Benefit Changes as part of the universal credit – from 2013 

The reforms as part of the Welfare Reform Bill affect the Social Rented Sector, 
with the Private Rented Sector changes already in place by 2013 (see LHA 
changes above) 

 

There will be limits for housing benefit in the social rented sector for working 
age tenants in cases where a property is under-occupied. 
 
95,000 households in the social rented sector could be affected by the under-
occupancy penalty earmarked for 2013 losing on average between £27 and £65 
per month. 

The deduction rates for under occupation have not yet been finalised and 
announced, making full impact assessment difficult. 
 

Support for housing costs will be made direct to claimant households, as 
opposed to the current regime whereby the vast majority of housing benefit in 
the social rented sector is paid straight to landlords. 

 increased management and administration costs for social landlords as a 
result of additional rental collection costs. 

 Potential knock on effect – increased borrowing costs due to a less secure 
rental income stream – threatening ability to build new affordable housing. 

Potential for greater arrears and evictions. 

Do not know what arrangements will be made for “vulnerable” people to 
allow their rent to continue to be paid straight to landlord. 
Do not yet have a definition of “vulnerable”. 
 
UK Gov have said they will explore ways to ensure rental incomes are 
protected – no proposals as to a mechanism for this as yet. 
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Intention to simplify the way temporary accommodation and supported 
accommodation are dealt with. 

Don’t have details of this including amounts to be paid in respect of 
various service charges.  
 

 How exceptions to the size criteria in PRS and SRS might apply (important 
for example for people with children that they don’t normally live with.)  
 

 Details on how Support for Mortgage Interest will work – to be the 
subject of consultation during Autumn/Winter 2011.  

 The way in which assumed contributions to household costs from non-
dependants are to be treated. 
 

 Rules for pension age people. 
 

UC Delivery 

 How claimants will migrate across from existing housing benefit system to 
UC. 
 

 



 

 

Technical Note 
 
UK Welfare Reform Bill: Requirements for Legislative Consent – 3. Data 
Sharing 
 
Requirements for legislative consent: 
 
There are 3 individual areas in the Bill’s provision pertaining to data sharing which 
require legislative consent, as follows:  
 

 A power to supply DWP information to local authorities and others; 
 A power to prescribe Scottish Ministers as information recipients; and  
 A power to enable Scottish Ministers to supply information to the SofS 

 
1. Power to supply 
 
The Secretary of State for Work and Pensions wishes to be able to supply DWP 
information to Scottish Local Authorities and others (including their service providers 
and persons exercising their functions) for them to use for devolved purposes 
relating to welfare services. This data sharing between the Secretary of State and 
LAs is, to an extent, something that could be partly effected within existing devolved 
competence, it requires LCM cover because it is not being effected using devolved 
powers but by UK legislation instead.  
 
2. Power to prescribe 
 
The Bill also gives the Secretary of State power to prescribe the Scottish Ministers 
as a “qualifying person” to whom “relevant information” may be supplied for 
“prescribed purposes relating to welfare services”. The Secretary of State’s power to 
prescribe amounts to a (potential) extension of the executive competence of the 
Scottish Ministers (the Secretary of State has no powers to prescribe in this way, at 
the moment) and will therefore require the consent of the Parliament. 
 
3. Power to enable supply 
 
The Bill (as amended after the House of Commons stage) will change Section 122B 
of the Social Security Administration Act 1992 (which currently enables Scottish 
Ministers to supply information relating to prisoners to the Secretary of State and 
persons providing services to him, for certain social security purposes) by extending 
the purposes for which information can be shared under this section to cover the 
prevention etc. of tax credit fraud. The UK Government has agreed to bring this 
amendment on the basis that it will only enable supply and that the Secretary of 
State cannot require information to be shared. This amounts to a technical extension 
of executive competence and will, therefore, require the consent of the Parliament.  
  
Policy intent: 
 
1. Power to supply 
 
The Secretary of State wishes to be able to share information with LAs in order that, 



 

 

for example, they will be able to judge if a particular individual qualifies for a social 
welfare service or is liable to pay towards a service such as a home help.  
 
2. Power to prescribe Ministers 
 
Although Ministers are not designated as information recipients in relation to welfare 
services by the Bill as it stands, the power to prescribe is likely to be used in this 
way. 
  
3. Power to enable supply by Ministers 
 
At present, information can be supplied by Ministers for the social security purposes 
set out in Section 122B(2) of the Social Security Administration Act 1992, which 
provides for the sharing of information relating to passports, immigration and 
emigration, nationality or prisoners. These categories will be retained, but Scottish 
Ministers will be given the power to share information relating to prisoners for use for 
an additional purpose, the prevention, detection, investigation or prosecution of 
offences relating to tax credits. 
 
Latest Position:  
 
The Scottish Government has been holding discussions with the UK Government on 
our request that the Bill should be amended to include a statutory provision to 
involve the Scottish Parliament in the development of `subordinate legislation 
applying in Scotland, which impacts on areas in which the Scottish Ministers 
exercise functions but which does not fall within their executive competence. Despite 
the fact that there are a number of precedents (e.g. the Public Bodies Bill, the 
London Olympics Act, and other Acts  such as Race Relations, Equality, Energy, 
Climate Change or Health), we have yet to come to agreement.  
  
Implications of a refusal of Consent: 
 
1. Power to supply 
 
The Secretary of State for Work and Pensions might not be able to supply 
information to Scottish Local Authorities and others for them to use for devolved 
welfare services. If the Scottish Parliament were to refuse legislative consent for this 
section of the Bill, it does not seem likely that we would be able fully to effect the 
necessary provisions within devolved competence. Although we could only permit 
the SofS to provide information there may be barriers in social security legislation 
that we could not remove. 

 
2. Power to prescribe 

 
Scottish Ministers would not be prescribed as a “qualifying person” to whom 
“relevant information” may be supplied for “prescribed purposes relating to welfare 
services”.  
 
3. Power to enable supply 
 



 

 

Scottish Ministers’ power to supply information relating to prisoners to the Secretary 
of State and persons providing services to him, for certain social security purposes 
would not be extended to cover the prevention etc of tax credit fraud. 
 
 
 
 



 

 

Technical Note 
 
UK Welfare Reform Bill: Requirements for Legislative Consent - 5. Industrial 
Injuries Disablement Benefit 
 

Requirements for legislative consent: 
 
The Bill inserts a new section  into the Social Security Contributions and Benefits Act 
1992. This will require the consent of the Parliament because this change reduces 
Scottish Ministers‟ executive powers under section 11 of the Employment and 
Training Act 1973 (a shared power under section 56 of the Scotland Act).  
 
Policy intent: 

 
The Analogous Industrial Injuries scheme is a separate scheme for trainees who 
suffer an injury at work whilst participating in certain schemes or courses that are 
funded out of public funds. Trainees are not „employed earners‟ and as such are not 
entitled to Industrial Injuries benefits. The analogous scheme „mirrors‟ the Industrial 
Injuries scheme in that it has the same basic rules and payment rates. 
 
Given the small number of claims this applies to (approx. 400 across the UK), DWP 
through Job Centre Plus administer and make the payments and have not recovered 
these from the Scottish Government. In effect, Scottish Ministers have not exercised 
these powers.  
 
The Bill dissolves this analogous scheme and re-routes payments through the 
principal, reserved benefit. Existing payments and new or outstanding claims will be 
dealt with by the main Industrial Injuries scheme, which allows trainees to be treated 
as if they are “employed earners”. This should not have any negative financial impact 
on qualifying claimants, in terms of the amount of benefit they receive.  
 
Issues: 

 
This change amounts to a re-routing of an equivalent level of support, through the 
principal UK benefit rather than through the analogous, Scotland-only scheme. The 
changes will make a contribution to deregulation. Costs incurred will be met by DWP 
who will be providing the benefit in future.  
 
Latest Position:  

 
The Scottish Government supports the simplification of the welfare system. This 
change, which re-routes payments to trainees who have suffered an accident or 
injury while on a Scottish Government training scheme, e.g. the Training for Work 
programme, through the UK benefits system rather than through an analogous, 
devolved scheme is a clear example of simplification which should result in 
increased efficiency. The claimant should not notice any difference in support, as 
payments will continue to be routed via DWP as before but the administration of the 
benefit will be streamlined.  
 
Implications of a refusal of Consent: 



 

 

 
The analogous scheme will not be dissolved. Scottish Ministers could retain the right 
to make payments via the analogous scheme. However, there might be cost 
implications.  

 



 

 

Technical Note 
 
UK Welfare Reform Bill: Requirements for Legislative Consent - 2. Personal 
Independence Payments (PIP) 
 

Requirements for legislative consent: 
 
The Bill abolishes the Disability Living Allowance (DLA) and makes provision for its 
replacement with the new Personal Independence Payment (PIP) scheme. Clauses 
89 and 91 give Scottish Ministers similar powers to make consequential, 
supplementary or incidental provisions by regulations in relation to the introduction of 
PIP, as clause 33 does with UC, where such provisions fall within the competence of 
the Scottish Parliament. As with UC, this will enable Scottish Ministers, to make such 
amendments to Scottish legislation as might be necessary, for example, to remove 
references to the existing benefit (DLA) and replace these with references to PIP. As 
with the introduction of UC, this amounts to an extension of devolved competency, 
as no such powers exist at present, and will require the consent of the Parliament.  
 
  
Policy intent: 

 
As with UC, this will enable Scottish Ministers, to make such amendments to 
Scottish legislation as they consider appropriate, for example, to remove references 
to the existing benefit (DLA) and replace these with references to PIP.  
 
Issues: 

 
The Scottish Government believes that the lack of available detail on the operation of 
PIP presents significant risks. These risks would be mitigated if the UK Government 
were to introduce a requirement that would involve the Scottish Parliament in the 
process by which subordinate legislation applying in Scotland, which impacts on 
areas in which the Scottish Ministers exercise functions but which does not fall within 
their executive competence, is developed.  
 
Latest Position:  

 
The Scottish Government has been holding discussions with the UK Government on 
our request that the Bill should be amended to include a statutory provision to 
involve the Scottish Parliament in the development of subordinate legislation. 
Despite the fact that there are a number of precedents (e.g. the Public Bodies Bill, 
the London Olympics Act, and other Acts  such as Race Relations, Equality, Energy, 
Climate Change or Health), the UKG has to date refused to acknowledge the validity 
of our request.  
 
Implications of a refusal of Consent: 

 
 PIP is a reserved matter. Refusal of consent for this measure would not 

impact on the UK Government’s roll-out of PIP in Scotland 
 As an alternative to the regulation making power, primary legislation could be 

passed by the Scottish Parliament to make the necessary consequential 



 

 

changes to devolved Scottish legislation.   
 Timing the passage of any Scottish Bill to ensure that it comes into force at 

the same time as commencement of the Welfare Reform Act and associated 
subordinate legislation would be more challenging than co-ordinating the 
coming into force of subordinate legislation. The UK Government might of 
course agree to delay commencement of the relevant provisions in the Bill 
and subordinate legislation if the necessary consequential amendments were 
not ready for commencement in Scotland. 

 The extent of reserved and devolved powers in this area is complex and this 
will give rise to complexities whether consent is given or not. If both the 
Secretary of State and the Scottish Ministers have regulation making powers, 
the question of whether the relevant powers are reserved or devolved still has 
to be considered in the context of working out in which Regulations the 
provision should be made.  

 The UK Government has not yet provided enough information for us 
to evaluate the extent of these complexities. All we know at the moment are 
the key pieces of legislation which need to be changed.  

 A timeline cannot be put on this exercise as it is dependent upon how 
quickly the detail of PIP is developed and how complicated the interaction 
between it and Scottish legislation is. 

 There will be a need to analyse UKG’s secondary legislation, in respect of the 
Welfare Reform Bill, as it is being made, in order to understand any impacts. 
This will be needed whether legislative consent is given or not.  

 The impacts for Scotland of UK subordinate legislation under the Bill are not 
always likely to be immediately straightforward as welfare legislation is 
complex. 

 
Conclusion 
 

 As the enabling power in the Welfare Reform Bill is limited to “provision which 
would be within the legislative competence of the Scottish Parliament were it 
contained in an Act of the Parliament” it should be possible for the Scottish 
Parliament to pass primary legislation to make the necessary changes. 

 This would be complex. While there are some inherent complexities whether 
consent is given or refused, it is the case that it would be significantly simpler 
to make the required provisions with the enabling power in the Bill. 

 Further detail from the UK Government and an enhanced role for the Scottish 
Parliament in the development of subordinate legislation would help manage 
some of the risks.  

 
 
 
 



 

 

UK Welfare Reform Bill: Requirements for Legislative Consent – 4. Social 
Mobility and Child Poverty Commission 
 
Background: 
 
The UK Government has tabled amendments to the Child Poverty Act 20101 (the 
Act) in the Welfare Reform Bill (the Bill).  Some of the amendments make provision 
within the legislative competence of the Scottish Parliament and so trigger the need 
for legislative consent.    
 
Requirements for legislative consent: 
 

 The repeal of Section 13(1) and (2) of the Act  which removes the obligation 
on Scottish Ministers to seek advice from the SMCPC in connection with the 
preparation of a Scottish child poverty strategy and to have regard to that 
advice.  

 The amendment to Schedule 1 of the Act in terms of which Scottish Ministers’ 
power to appoint a member of the SMCPC is ‘renewed’. (Although Scottish 
Ministers have an existing power to appoint a member of the CPC it is 
accepted that, as the Commission will undergo changes, particularly to its 
scope and remit, the duty to appoint Commissioners is altered). 

  
Policy intent of proposed amendments: 
 
The proposed amendments to the Act would, among other things: 
 

 Broaden the scope of the Child Poverty Commission (CPC) to include 
reporting on Social Mobility. The CPC would have its remit extended and be 
renamed the Social Mobility and Child Poverty Commission  (SMCPC);  

 Remove the requirement for UK Government and Scottish Ministers to seek 
the advice of the CPC prior to publishing child poverty strategies; 

 Remove the requirement for the Secretary of State to prepare an annual 
report on UK wide progress on child poverty and instead require the SMCPC 
to prepare such a report which would include setting out its views on 
implementation of the most recent Scottish child poverty strategy; and  

 Remove the requirement for the Secretary of State to consult with devolved 
administrations on all appointments to the SMCPC (Scottish Ministers would 
retain the right to appoint an individual member of the SMCPC). 

 
Issues: 
The Scottish Government has concerns with regard to the proposed amendment  in 
relation to the SMCPC’s duty to prepare an annual report.  The Scottish 
Government’s position is that it is neither necessary nor appropriate for the SMCPC 
to apply the level of scrutiny that amendments appear to suggest, i.e. to set out its 
views on implementation of the Scottish child poverty strategy. The Scottish 
Government also has concerns regarding the fact that the Secretary of State will not 
be obliged to consult with the Scottish Ministers in relation to appointments to the 
SMCPC. 
                                            
1 http://www.legislation.gov.uk/ukpga/2010/9/contents  

http://www.legislation.gov.uk/ukpga/2010/9/contents


 

 

Latest Position:  
 
The UK Government has agreed to reconsider the wording of the amendment 
relating to the annual reporting function of the SMCPC.  The UK Government has 
also indicated a willingness to consult on all appointments to the SMCPC. Scottish 
Ministers will have to consider the specifics of the draft amendments which UK 
Government are to provide. 
 
Implications of a refusal of Consent: 
It is not clear what would happen were legislative consent to be refused.  There are a 
range of options open to the UK Government which include: 

 
 Removal of all amendments to the Act from the Bill 
 UK Government only making amendments to the Act that do not require 

legislative consent 
 

The UK Government have not indicated what they would seek to do if consent were 
not granted. 
 
 
 



 

 

Technical Note 
 
UK Welfare Reform Bill: Requirements for Legislative Consent - 1. Universal 
Credit (UC) 
 

Requirements for legislative consent: 
 
Clause 33 of the Bill [as introduced] gives Scottish Ministers the power to make 
consequential, supplementary, incidental or transitional provisions, by regulations, in 
relation to the introduction of UC, where such provisions fall within the competence 
of the Scottish Parliament. This conferral of functions on Scottish Ministers amounts 
to an alteration of their executive competence and will therefore require the consent 
of the Scottish Parliament. 
 
Policy intent: 

 
This will enable Scottish Ministers to make such amendments to Scottish legislation 
as they might consider appropriate, for example, to remove references to existing 
benefits and replace these with references to UC. Clauses 42 and 43 support this 
general power and provide further detail and procedure for those regulations.  
 
Issues: 

 
The Scottish Government believes that the lack of available detail on the operation of 
UC presents significant risks. These risks would be mitigated if the UK Government 
were to introduce a requirement that would involve the Scottish Parliament in the 
process by  which subordinate legislation applying in Scotland, which impacts on 
areas in which the Scottish Ministers exercise functions but which does not fall within 
their executive competence, is developed.  
 
Latest Position:  

 
The Scottish Government has been holding discussions with the UK Government on 
our request that the Bill should be amended to include a statutory provision to 
involve the Scottish Parliament in the development of such subordinate legislation. 
Despite the fact that there are a number of precedents (e.g. the Public Bodies Bill, 
the London Olympics Act, and other Acts  such as Race Relations, Equality, Energy, 
Climate Change or Health), the UKG has to date refused to acknowledge the validity 
of our request.  
 
Implications of a refusal of Consent: 

 
 UC is a reserved matter. Refusal of consent for this measure would not 

impact on the UK Government’s roll-out of UC in Scotland 
 As an alternative to the regulation making power, primary legislation could be 

passed by the Scottish Parliament to make the necessary consequential 
changes to devolved Scottish legislation.   

 Timing the passage of any Scottish Bill to ensure that it comes into force at 
the same time as commencement of the Welfare Reform Act would be more 
challenging than co-ordinating the coming into force of subordinate legislation. 



 

 

The UK Government might of course agree to delay commencement of the 
relevant provisions in the Bill or subordinate legislation if the necessary 
consequential amendments were not ready for commencement in Scotland. 

 The extent of reserved and devolved powers in this area is complex and this 
will give rise to complexities whether consent is given or not. If both the 
Secretary of State and the Scottish Ministers have regulation making powers, 
the question of whether the relevant powers are reserved or devolved still has 
to be considered in the context of working out in which regulations the 
provision should be made.  

 The UK Government has not yet provided enough information for us 
to evaluate the extent of these complexities. All we know at the moment are 
the key pieces of legislation which need to be changed.  

 A timeline cannot be put on this exercise as it is dependent upon how 
quickly the detail of UC is developed and how complicated the interaction 
between it and Scottish legislation is. 

 There will be a need to analyse UKG’s secondary legislation, in respect of the 
Welfare Reform Bill, as it is being made, in order to understand any impacts. 
This will be needed whether legislative consent is given or not.  

 The impacts for Scotland of UK subordinate legislation under the Bill are not 
always likely to be immediately straightforward as welfare legislation is 
complex. 

 
Conclusion 
 

 As the enabling power in the Welfare Reform Bill is limited to “provision which 
would be within the legislative competence of the Scottish Parliament were it 
contained in an Act of the Parliament” it should be possible for the Scottish 
Parliament to pass primary legislation to make the necessary changes 

 This would be complex. While there are some inherent complexities whether 
consent is given or refused, it is the case that it would be significantly simpler 
to make the required provisions with the enabling power in the Bill. 

 Further detail from the UK Government and an enhanced role for the Scottish 
Parliament in the development of subordinate legislation would help manage 
some of the risks.  
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WRITTEN SUBMISSION FROM ASSOCIATION OF BRITISH CREDIT UNIONS 
LIMITED (ABCUL) 

 
 

Executive Summary 
 
The Association of British Credit Unions Limited (ABCUL) welcomes the opportunity 
to submit evidence to the Scottish Parliament’s Welfare Reform Committee. ABCUL 
is the main trade association for credit unions in Scotland, England and Wales. As a 
co-operative itself, ABCUL is owned, funded and democratically controlled by its 
member credit unions. The majority of Scotland’s credit unions are ABCUL 
members, and they in turn serve the majority of Scotland’s individual credit union 
members. 
 
Credit unions are not-for-profit financial co-operatives owned and controlled by their 
members for whom they provide safe savings and affordable loans. Credit unions 
provide inclusive services to the whole of their communities rather than simply the 
better-off. Increasingly, some credit unions can offer more sophisticated products 
such as prepaid debit cards, current accounts, cash ISAs and mortgages. 
 
There are currently 109 credit unions in Scotland serving around 280,000 members, 
holding over £210 million in savings and lending £180 million. 
 
As has been well documented, the UK Parliament’s Welfare Reform Act 2012 will 
make significant changes to the experience of people across Scotland in receipt of 
benefits. A high proportion of those affected will on low incomes, with low or no 
savings, with limited access to financial services, and those considered financially 
vulnerable. 
 
This submission will be focused purely on the issue of Universal Credit. ABCUL 
believes Scotland’s growing credit union movement can play a very important role in 
ensuring a smooth transition to Universal Credit, both in terms of helping the 
recipient to manage their finances, and ensuring service providers including 
landlords are not adversely affected by the changes. 
 
The key points we will be expanding upon below are: 
 

 Credit unions are well placed as service providers which can play a key role in 
building financial capability in the population and helping recipients of 
Universal Credit to manage the changes and challenges in their budgeting; 

 
 Changes to UK credit union legislation in force from January 2012 make it 

much easier for credit union services to be available to every person in 
Scotland; 

 
 The UK Department for Work and Pensions (DWP) recognises the 

advantages of a thriving credit union movement across Scotland, England and 
Wales, and an announcement is expected very soon on the details of a 
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programme to support the modernisation and sustainability of credit unions 
across the country, including their ability to help people manage their money; 

 Credit unions have an existing and potential future product range which can 
provide financial services to people currently excluded from mainstream 
products, both in terms of affordable credit and budgeting or “jam jar” 
accounts; 

 
 These credit union products can also ensure an individual’s service providers, 

including local authorities and housing providers, receive their payments on 
time – benefiting both the service provider and the individual, who does not 
need to worry about or face being pursued for bills. 

 
Building Financial Capability 
 
For many people, the change from perhaps several benefit payments received 
weekly or fortnightly to a single monthly payment of Universal Credit will be a very 
significant change to their financial circumstances and budgeting habits. 
 
It is very important that due regard is given to how tight the weekly or monthly 
budgets are for many of the people in receipt of benefits. Such a significant change 
as the amount and frequency of payments could, without the necessary support and 
preparation, see even prudent individuals fall vulnerable to miscalculating the 
conversion of budgets from weekly to monthly, missing bill payments, and potentially 
over-spending early in the month with a shortfall towards the end. 
 
This increased financial vulnerability could be exacerbated by the proposal to pay 
Universal Credit in arrears. While understanding the UK Government’s arguments for 
this approach, it could create an unavoidable shortfall in individuals’ budgets – again, 
including those who are prudent with their money – which many may have no choice 
but to fill with borrowing. 
 
ABCUL believes it is essential that measures to build financial capability and 
budgeting skills are supported to assist all affected with transitioning to Universal 
Credit. 
 
Access to Financial Services 
 
A key aspect of increased financial capability is ensuring people have access to 
appropriate financial services. It is a proudly held principle of Scotland’s credit union 
movement that our services should be available to everyone in the community, and 
not just better off people who may prove more profitable customers. Similarly, credit 
unions are proud to treat everyone fairly, charging ethical interest rates on loans in 
contrast to the very high interest rates charged by most of the lenders prepared to 
serve people on low incomes. 
 
As noted above, many of the people in receipt of benefits work to very tight budgets. 
A consequence of this is that few have any savings to fall back upon if they suffer a 
financial shock, such as the need to repair or replace a faulty household appliance, 
or to pay for special expenses such as Christmas, birthdays, school uniforms or 
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holidays. For many, this gap is filled by taking out a short term loan, often with a 
doorstep lender – who typically charge anything between 272% APR and 433% APR 
– or increasingly using so-called “payday” lenders, accessed either in high street 
shops or online, whose interest rates can be several thousand percent APR and get 
ever higher when the loans are “rolled over”. 
 
Such short term loan products have a deeply damaging effect on the financial 
wellbeing of individuals when used to fill a gap in the monthly budget, since the 
borrower not only needs to save the say £200 they were short in last month’s budget 
– plus interest – to repay the loan, but they must also somehow cut back that £200 
they went over budget, meaning that in order to repay such a payday loan, the 
borrower actually has to be £420 better off the following month. As this is highly 
unlikely in most cases, there is therefore a very high risk of vulnerable individuals 
being trapped in a permanent and apparently inescapable debt spiral. We would be 
extremely concerned if the transition to Universal Credit was to prove such a 
financial shock for people and push them towards high cost lenders. 
 
While credit unions are able to provide loans at ethical rates to many people – with 
interest on credit union loans currently capped at 26.8% APR, and many choosing to 
charge significantly less than this maximum – we believe the role credit unions can 
play in encouraging saving can sometimes be overlooked. It is a crucial element of 
financial capability that people should have some savings set aside, whether for the 
emergencies or special occasions mentioned above, and credit unions have a 
proven track record of encouraging a savings culture, including among people on 
lower incomes and in receipt of benefit. 
 
ABCUL believes that credit union membership would therefore be of significant 
benefit to those transitioning to Universal Credit in Scotland. The ABCUL Scotland 
Credit Union Charter which we published prior to the 2011 Scottish Parliament 
Election outlined the aspiration to widen credit union membership, including a 
specific pledge to encourage credit union membership for every social tenant in 
Scotland. Our Charter was supported by MSPs from across the parties, including the 
Leaders of the SNP, Scottish Labour and the Scottish Conservatives, and we hope 
all parties will recognise the value of credit union membership and work to extend it 
across this group. 
 
While almost everyone in Scotland is currently able to join a credit union (only 
residents of Perth & Kinross are not served at present), we recognise that the 
accessibility and level of service available from credit unions is not uniform across 
Scotland. However, we are very pleased that measures are being taken by the UK 
Government to help make high quality credit union services available to more people 
across the country. 
 
Following years of campaigning and with broad cross-party support, the Legislative 
Reform (Industrial & Provident Societies and Credit Unions) Order 2011 came into 
force from January 2012 and loosens a number of the restrictions placed on credit 
unions by the previous 33 year old legislation. In this context, the most significant 
change is removing the requirement in establishing a credit union’s “common bond” 
(ie, eligibility for membership) that a new member must have something in common 
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(place of residence or employment, etc) with every other member of the credit union. 
While credit unions still have restricted memberships and common bonds, the new 
legislation allows the same credit union to combine more than one common bond. 
So for example, a credit union could serve anyone who lives or works in a G 
postcode and anyone who lives or works in a PA postcode. Or they could serve 
anyone who lives or works in an EH postcode and anyone who is a tenant of X 
Housing Association. This legislative change significantly broadens the scope for 
successful credit unions to offer their services to groups and areas previously 
underserved. 
 
The UK Government has also expressed its intention to make a significant 
investment in the credit union sector to help facilitate a step-change to being more 
modern, accessible and sustainable providers of financial services. An 
announcement of the full details of this DWP Modernisation Fund is expected very 
soon, and we would anticipate support for credit unions across Scotland, England 
and Wales to work collaboratively to provide a consistent high quality product 
offering, including accounts to help with budgeting. ABCUL would also support any 
measures which may be considered to make credit union services accessible 
through the Post Office network, which has over 11,000 outlets across the UK, 
including approximately 1300 in Scotland. 
 
Budgeting Accounts 
 
We have outlined the need for greater financial education and financial capability 
support to help people transition to a single monthly payment of Universal Credit. 
With a number of existing benefits being rolled into Universal Credit, including 
Housing Benefit, there is a serious risk that the recipient may not appreciate that all 
their bills and liabilities must be met from this payment and they may unwittingly 
overspend on other goods. This could have a very negative effect on the individual’s 
financial wellbeing as they may fall into arrears with rent and utilities bills, their credit 
rating may be damaged, and they may feel forced to turn to high cost lenders for 
apparent relief which could in fact become a debt spiral. However, there could also 
be a very serious impact on local authorities and other service providers who could 
be left significantly out of pocket if this proves to be the case. With Housing Benefit 
no longer to be paid direct to the landlord but to be paid to the tenant as part of their 
Universal Credit payment, we believe there is a particular risk of loss of income for 
social landlords. 
 
ABCUL believes credit unions are very well placed to offer a potential solution to 
both sides of this challenge. Credit unions, banks and building societies are the only 
nominated recipients of DWP benefits on behalf of individuals, and many people in 
Scotland already have their benefits paid into a credit union account. A widely 
available account which, with the member’s authorisation, ring-fences and pays rent, 
council tax, utilities bills, etc, while making the remainder available to withdraw and 
spend, could be a significant measure to mitigate any adverse impact on individuals, 
landlords and other service providers. 
 
25 credit unions across the UK already offer current accounts to their members, 
upon which direct debits and standing orders can easily be set up, and an increasing 



WR/S4/12/8/3 

6 

 

number are offering prepaid debit cards. Credit unions are well placed then to 
receive a member’s Universal Credit payment, process payments to landlords and 
other service providers, and then charge the disposable remainder to the member’s 
prepaid or VISA Debit card. We would hope that with Government support, these 
more sophisticated products might soon be available through more credit unions and 
to more people across the country. 
 
Conclusion 
 
ABCUL recognises that Welfare Reform is going to have a very significant impact on 
many people across Scotland, and we are keen to support measures to avoid 
potentially adverse affects. Scotland’s credit unions are uniquely well placed to 
provide the financial products – savings, affordable credit and budgeting accounts – 
which can help build financial capability and facilitate the money management 
required to cope with the transition to Universal Credit. These credit union products 
would not only prove beneficial to individuals, but could also protect social landlords 
and other service providers from a potentially crippling loss of income. 
 
We hope this information about the potential role of credit unions in the receipt and 
distribution of Universal Credit is of interest to the Committee, and we would be very 
happy to provide further detailed evidence if requested as the Committee continues 
its work. 
 
 
FRANK MCKILLOP – POLICY & RELATIONS MANAGER (SCOTLAND) 
ASSOCIATION OF BRITISH CREDIT UNIONS LIMITED (ABCUL) 
MAY 2012 
 



WR/S4/12/8/3 

7 

 

WRITTEN SUBMISSION FROM SCOTTISH GOVERNMENT 
 
 

You will recall that, when I appeared before the Welfare Reform Committee on 1 
May, I made an undertaking to come back to Committee with further information, 
with regard to a number of points which were raised during our discussion. The 
attached submission provides that further information, in the hope that it will be of 
use to Committee in preparing its Stage 1 report on the Welfare Refom (Further 
Provision) (Scotland) Bill. I trust this will be the case.  
 
As I said on 1 May, we will share as much information with Committee as we can, as 
soon as we can. I know my officials maintain regular contact with your clerking team 
and will continue to do so, with a view to keeping Committee up to date on our 
emerging thinking and any further information from the UK Government that we are 
able to share.  
 
I remain grateful to Committee for the time and effort it has expended on considering 
the Bill, to the challenging timetable required to keep pace with the deadlines set by 
the UK Government’s implementation programme and I look forward to seeing 
further progress in due course.  
 
 
NICOLA STURGEON MSP 
DEPUTY FIRST MINISTER AND CABINET SECRETARY FOR HEALTH, 
WELLBEING AND CITIES STRATEGY 
SCOTTISH GOVERNMENT 
MAY 2012 
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Introduction 

 At her appearance to give evidence on 1 May, the Cabinet Secretary for Health, 
Wellbeing and Cities Strategy offered to provide Committee with further 
information and clarification, as follows: 

 

1. To provide a comprehensive list of engagement between the Scottish 
Government (SG) and the Department for Work and Pensions (DWP), noting that 
here has been extensive engagement at ministerial level and between officials, 
and that is on-going. 

2. To double-check if the SG held information on modelling or proposed modelling 
to which Committee was not privy and to make Committee aware of anything that 
would be helpful to it.  

3. To re-examine the evidence provided in a submission by Professor Paul Spicker 
and to advise Committee of the SG’s position on that submission, with particular 
reference to the SG’s approach to putting in place successor arrangements for 
those elements of the discretionary Social Fund, for which responsibility will be 
devolved 

4. To confirm that the SG would be undertaking analytical and/or modelling work 
which would look at the wider economic and social impacts of the UK 
Government’s welfare reforms and the impacts on devolved services 

 

List of Engagement 

 A list of engagement between SG Ministers and their UKG counterparts is set out 
at Annex A.  

 

 It is not possible to provide a list of engagement at official level. This is because 
official level engagement with DWP goes on across the SG on an extremely 
frequent basis. No central records are kept of this engagement and, if there were, 
it would be extremely difficult to filter out engagement that specifically pertained 
to matters of welfare reform from that which was required as part of the ordinary 
conduct of SG business. This is reflected by the evidence given by Mr Neil 
Couling, DWP Director of Benefits, to the Health and Sport Committee on 22 
November 2011 when Mr Couling advised that Committee that “We [DWP] are in 
regular contact and the Scottish Government is engaged in all our major 
governance structures in and around the big reforms, including the universal 
credit and DLA/PIP1”. 

 

Information on Modelling 

 The SG notes that Committee is aware of the modelling work that has been 
carried out by organisations such as the Institute for Fiscal Studies and Inclusion 
Scotland and is grateful to these organisations for carrying out and publishing 
the results.  

                                            
1 http://www.scottish.parliament.uk/parliamentarybusiness/28862.aspx?r=6766&mode=pdf, col 645.  
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 In response to the specific request made to the Cabinet Secretary as to whether 
the SG knows if “DWP intends to do modelling”, the SG expects that DWP will 
undertake work along these lines, if it has not done so already, although whether 
the results will meet Committee’s requirement in setting out the “cumulative 
impacts of changes to benefits” remains to be seen. The SG has no further 
information on modelling which it is able to share with Committee at this time.  

 The SG notes the letter sent by Committee’s Convener, Michael McMahon MSP 
to the Minister for Welfare Reform,  seeking information on “over-arching 
modelling on the cumulative impacts of changes to benefits” and the SG 
supports Committee in making that request. 

 The SG also intends to press DWP, at both official and Ministerial level for 
further assurances that they will undertake and publish modelling work on the 
impact of their welfare reforms. 

 

Submission from Professor Paul Spicker 

 The SG’s position on Professor Spicker’s submission is that his analysis of the 
power to promote well-being, specifically as enabled by section 20(2)(b) of the 
Local Government (Scotland) Act 2003 is generally consistent with our own 
analysis of the operation of this power under the existing devolution settlement. 

 As the Cabinet Secretary made clear to Committee on 1 May, the SG intends to 
work with the UKG to bring forward an order under section 30 of the Scotland 
Act, to ensure that the desired policy can be delivered using the power to 
promote well-being and we will notify Committee of progress with this work, in 
due course. 

 

Analytical Work 

 On the question of the whether the SG will be undertaking analytical and/or 
modelling work which would look at the wider economic and social impacts of the 
UK Government’s welfare reforms and the impacts on devolved services, the SG 
refers Committee to the analytical work plan which was provided to the Welfare 
Committee in March 2012 which set out the work we would be undertaking as 
follows: 

1. Analysis of the impact of the reforms on Scottish individuals and households: 
o Examination of specific reforms as and when further detail becomes 

available, for example the transition from Disability Living Allowance to 
Personal Independence Payment.  

o Building a cumulative picture of the impact on the reforms on specific 
households in Scotland through case study examples 

2. Tracking and responding to the roll-out of Universal Credit: 
o Monitoring the impacts on devolved Scottish Government services. In 

particular the impacts on passported benefits under the remit of the 
Scottish Government. 
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3. Providing analytical support in light of the Welfare Reform (Further Provision) 
(Scotland) Bill 

4. Analysis surrounding the successor arrangements for the Social Fund and 
Council Tax Benefit. 

5. Assessing the impact of the reforms on Scottish Government targets and 
measures: 

o Including an examination of the changes to Official Statistics which will be 
brought about by the introduction of Universal Credit 

 

 In addition to this, it is also the Scottish Government’s intention to assess the 
analysis produced by the Welsh Assembly Government and, where this points to 
work which has not already been carried out or which is not reflected in the 
current analytical work plan, to consider whether it should carry out equivalent 
analysis. The SG will keep Committee appraised of this work as it develops.  

 The committee has also expressed an interest in the use of multipliers to 
examine the impact of the welfare reforms on incomes and spending. Scottish 
Government has not considered multipliers in this context as the use of 
multipliers does not consider the wider economic implications. Reduced public 
expenditure might be offset by reduced taxes or public sector debt repayment 
which will also have benefits to the wider economy.  To consider just the impact 
of the reduced income, together with the multiplier effects of the reduction in 
associated spending, only represents part of the economic picture. 

 In the hope that Committee will find it helpful, a further analytical paper is also 
attached to this submission, at Annex B 
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ANNEX A 

Date (2010) Activity 

October 
2010 

Mr Neil and Cllr McGuigan met Mr Grayling on housing benefit 
reform issues 

20 December  Mr Neil and Cllr McGuigan from COSLA jointly wrote to Lord Freud 
on the issues of the threat to the 2012 homelessness target as a 
result of the reforms, specifically mentioning under occupation, 
shared accommodation rate changes, and LHA rates moving to 30th 
percentile.  

A Scottish Impact assessment was forwarded on shortly after the 
letter. 

Date (2011) Activity 

14 January Letter from Chris Grayling MP advising that UKG will be taking the 
Welfare Reform Bill forward and seeking support for required LCM. 

27 January  Telephone call between Lord Freud, DFM and Ms Constance 
 DFM pressed for greater DWP engagement 

9 February Letter from Ms Sturgeon to Chris Grayling MP confirming that 
officials will work to progress LCM and expressing concerns around 
the lack of detail 

2 February Ms Hyslop and FM attended JMC(D), where Lord Freud presented 
an agenda item on the WRB 

16 February Letter from the SoS, enclosing an “in confidence” version of the Bill 

3 March Scottish Government lodge initial Legislative Consent Memorandum 
(without a draft Motion) with Parliament 

15 March Letter to the SoS, confirming that SG have lodged the 
Memorandum, seeking agreement for continued official-level 
engagement and inviting the SoS to visit Scotland after the elections 

13 April Letter from the SoS confirming commitment to official-level 
engagement and accepting the invitation to visit 

24 May  Letter from the SoS extending congratulations on re-election and 
advising that Lord Freud would be in touch to discuss progressing 
matters on the Bill in more detail 

24 May Letter from Lord Freud confirming areas of the Bill requiring 
legislative consent and seeking support for a Motion 

June  Welfare Reform Bill initially assigned to the Health and Sport 
Committee 
 The Committee did not discuss the Bill before dissolution 
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4 June Letter from the DFM to Lord Freud advising SG position on the LCM 
remains as stated previously and seeking greater commitment to 
substantive engagement at official-level 

16 June 1st Reading in HoL 

16 June Very brief teleconference between DFM and Lord Freud.  

No specific discussions or actions arising. 

7 July Letter from Lord Freud seeking views on the work needed to 
progress the LCM 

11 July Joint letter with CoSLA to the SoS advising concerns with regard to 
the Bill 

27 July Mr Neil wrote jointly with Cllr McGuigan to Lord Freud on Housing 
Benefit reform impacts – including under occupation and work 
incentive issues. 

11 August Letter from the SoS seeking to address concerns and confirming 
commitment to continued engagement 

6 September Mr Brown met with Grant Shapps (UK Minister for Housing and 
Local Government) on a range of housing issues including housing 
benefit reform. 

7 September Mr Matheson letter to Sarah Teather (Minister for Children and 
Families) outlining SG concerns regarding nature and extent of 
scrutiny that proposed reformulated Social Mobility and Child 
Poverty Commission (SMCPC) would have in respect of Scottish 
child poverty strategy. 

13 
September 

 2nd Reading and debate in HoL 
 Committee Stage expected to start after conference recess 

(House returns on 10th October) with 3rd Reading and Report in 
December 

14 
September 

IDS to Michael Matheson re child SMCPC – letter did not address 
substantive concerns regarding legislation, but did suggest adopting 
a cooperative approach to appointment to the SMCPC. 

15 
September 

 Iain Duncan Smith  visits Scotland and meets with DFM and Mr 
Swinney 

22 
September 

 Follow up letter from DFM to IDS 

4 October Letter from Mr Brown to Grant Shapps on a range of housing benefit 
issues following up on September meeting.  

5 October  Welfare Reform debate in the Scottish Parliament. Scottish 
Government support Labour amendment, to the effect that, “and is 
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otherwise minded, subject to consideration by the appropriate 
committees, to oppose the forthcoming legislative consent motion 
pertaining to the Welfare Reform Bill” 

5 October  Letter from DFM to IDS advising him that, as things stand, she is 
not able to support legislative consent 

11 October  Mr Brown wrote to Lord Freud on housing benefit changes in respect 
of supported housing proposals 

25 October Michael Matheson response to IDS letter of 14 September – 
restating concerns that were not addressed from letter of 7 
September.  Stating that not able to support legislative consent for 
these amendments. 

1 November   SG lodges Supplementary Legislative Consent Memorandum with 
Scottish Parliament 

 The Supplementary Memorandum would set out the SG’s asks 
with supporting evidence and provide the text for a draft 
Legislative Consent Motion. 

10 November Michael Matheson phone call with Maria Miller (Minister for Disabled 
People) where UK Government agreed to amend the Bill so that the 
SMCPC “describes measures taken” by SG rather than offering 
“views on implementation”. 

14 November  IDS response to DFM letter of 22 September advising that he 
does not consider request for legislative concession appropriate 
due to reserved nature of the Bill.  

 Reconfirms offer to update Concordat to strengthen 
communication and consultation and include additional section on 
Welfare Reform and Universal Credit. 

 Seeks response by 18 November and includes Annex detailing 
implications of removing relevant provisions from the Bill. 

14 November  Maria Miller follow up letter to phone call of 10 November, 
confirming willingness to amend legislation, reiterating non 
legislative suggestions that Scottish and UK Ministers should 
consult each other on appointments to the SMCPC and stating 
that UK Government intends to consult Devolved Administrations 
on the SMCPC terms of reference. 

 Seeks response by 18 November indicating that SG will support 
legislative consent for the legislation with establishes the SMCPC. 

22 November  Deputy First Minister gives evidence to the Health and Sport 
Committee on the Bill 

14 December DFM telephone call with IDS.  

 DFM advised Scottish Government will be inviting Parliament to 
support legislative consent for certain provisions in the Bill but to 
decline consent in those areas which give rise to the greatest 
concern. 

 IDS already aware SG would not be supporting a ‘full’ Legislative 
Consent Motion for the Welfare Reform Bill so it did not come as a 
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surprise.   
 IDS noted that SG would be supporting legislative consent in 

respect of certain provisions in the Bill.  He also said he wanted 
the 2 administrations to work together to ensure that timing of the 
Scottish and UK legislation would work. 

15 December  Letter received from Lord Freud outlining the deduction rates for 
under-occupation in the Social Rented Sector and additional 
money to the Discretionary Housing Payments budget. 

Propose that  

16 December Michael Mundell regularly scheduled telephone call with Bruce 
Crawford. 

22 December  Scottish Parliament debate on the Legislative Consent Motion  
Enable Parliament to fulfil its Sewell obligations (deadline final 
amending stage at Westminster) 

29 December Mr Brown reply to Lord Freud letter 15 December seeking 
reassurances that vulnerable people will be protected and raising 
points put to NS at Health Committee Scrutiny of Welfare Reform. 

Date (2012)  

5 January   IDS letter re data sharing arrangements 

11 January   DFM reply to IDS letter 14 November, conversation on 14 
December  and data sharing letter 5 January. Confirmed outcome of 
Legislative Consent Motion and suggested alternative wording in 
relation to data sharing provision in the Bill. 

16 January   2 letters received from Lord Freud in response to Mr Brown letter 
of 29 December – under-occupancy and Housing Demonstration. 

31 January  Joint letter from Mr Brown and COSLA sent on under occupancy 
measures in WRB as amended by Lords. 

February  HoL 3rd Reading and Report debate 
3rd Reading is the final amending stage and therefore the deadline 
for the Bill to secure legislative consent from the Scottish Parliament 

3 February   DFM letter to IDS – further to letter 11 January. Suggested 
meeting to discuss next phase of work re implementation and roll-
out of Universal Credit 

23 February 1st Meeting of Scottish Parliament Welfare Reform Committee. 

8 March  UK Welfare Reform Bill gains Royal Assent 

13 March 2nd Meeting of Scottish Parliament Welfare Reform Committee – 
Stakeholder Evidence session 

15 March  DFM telephone call with Leighton Andrews, Welsh Minister for 
Education and Skills. Discussion on recent Remploy 
announcement  and DFM agreed to work together and share 
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information on welfare reform where appropriate and helpful. 
15 March  DFM meets IDS to discuss next phase of work re implementation 

and roll out of UC. 
29 March 3rd Meeting of Scottish Parliament Welfare Reform Committee – 

Officials Evidence session. 

9 April  Letter from DFM to Maria Miller MP responding to letter 26 
February 2012 about the impact on related entitlements to Blue 
Badge and Concessionary Travel schemes in Scotland of the 
proposed introduction of Personal Independence Payment and for 
your letter of 26 March about a further consultation on the detailed 
design of this new benefit. Suggested meeting after closure of the 
consultation. 

16 April  Letter from IDS to John Swinney concerning funding 
arrangements following the abolition of CTB. 

17 April 4th Meeting of 3rd Meeting of Scottish Parliament Welfare Reform 
Committee  

24 April 5th Meeting of Scottish Parliament Welfare Reform Committee  

01 May  6th Meeting of Scottish Parliament Welfare Reform Committee – 
DFM Evidence session 

2 May  Letter from Welfare Reform Committee to Lord Freud requesting 
provision of a deadline by which all necessary information from 
the DWP will have been provided to the Scottish Government 

8 May   Letter from Maria Miller advising the SG of the UKG response to 
the 7th Report of the Work and Pensions Select Committee 
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1.  Introduction 
 
The purpose of this paper is  to summarise the main messages from the analysis 
produced by the Institute for Fiscal Studies (IFS); and  to identify IFS analysis around 
how Scotland compares to the other regions of Great Britain. 
The paper is structured as follows:  firstly, the main messages from each of the IFS 
reports are identified: 
 
 Universal Credit:  A preliminary analysis 
 Tax and Benefits reforms due in 2012-13 and the outlook for household incomes 
 Impact of tax and benefit reforms by sex 
 Impact of tax and benefit reforms in Northern Ireland 
 Impact of welfare reforms in Wales 
 
Secondly, the IFS reports listed are used to highlight analyses for Scotland, where 
this exists.    
 
2.  Main Messages from IFS Analysis  
The main messages from each IFS report are summarised below. 
 
(a)  Universal Credit:  a preliminary analysis (Brewer et al, 2011) 
This report presents analysis by the IFS that examines how Universal Credit will 
affect household incomes and financial work incentives in Great Britain.  It compares 
a 2014-15 tax and benefit system with Universal Credit against a situation where 
Universal Credit was not introduced. 
 
The main messages from Brewer et al (2011) are: 
 Universal credit will be introduced in Great Britain from 2013 and will integrate all 

means-tested benefits and tax credits for working-age adults.  It replaces income 
support, income-based Jobseeker’s Allowance and Employment and Support 
Allowance, Housing Benefit, Child Tax Credit and Working Tax Credit; and will be 
administered by the Department for Work and Pensions on a monthly basis.  

Main Messages: 

 The impact of welfare reforms are complex and vary by household type, including whether 
households have children and where they sit on the income distribution, and work status. 
 Scotland has a higher dependence on welfare benefits than Great Britain as a whole. 
 Households in Scotland are expected to lose slightly less of their income on average than the 
UK, Wales and Northern Ireland as a result of tax and benefit changes by 2014-15. 
 The poorest households in Scotland will lose more income on average from the benefit 
reforms than richer households. 
 However, IFS analysis indicates that poorer households in Scotland will lose less on average 
than poorer households in both Wales and Northern Ireland.  Poorer households in Scotland 
also lose less on average than poorer households in the UK as a whole. 
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 The objective of Universal Credit is to “strengthen the incentives to work for those 
who currently have the very weakest incentives to work”. 

 Universal Credit will result in “winners” and “losers”.  Overall, 2.5 million working-
age families will gain; 1.4 million will lose out in the long run; and 2.5 million will 
stay the same.  The total gain of the “winners” is £3.6 billion per year; while the 
total loss of the “losers” is £1.9 billion per year. 

 There are also winners and losers by family type.  In the long run, lone parents 
are the group that will suffer most.  On average, couples with children will benefit 
more than couples without children, who in turn benefit more than single adults.  
Single-earner couples (with or without children) will benefit substantially from the 
reform. 

 Universal Credit is anticipated to affect participation in the labour market.  While it 
strengthens the incentive for single adults to do low-paid work, it weakens the 
incentive for both members of a couple to work.  It does, however, strengthen the 
incentive for couples to have one person in work rather than none.  Overall, IFS 
suggest that the tax and benefit changes, including Universal Credit, to be 
introduced by 2014, will, on average, strengthen the incentive for the population 
as a whole to undertake paid work.   
 

(b)  Tax and Benefits reforms due in 2012-13 and the outlook for household 
incomes (Joyce, 2012) 
This IFS briefing note discusses tax and benefit reforms due in 2012-13 and 
estimates their likely impact on households.  IFS’s calculations are based on their tax 
and benefit model, TAXBEN, which is run on data from the 2009-10 Family 
Resources Survey and the 2009 Living Costs and Food Survey. 
 
The main messages from Joyce (2012) are: 
 There is estimated to be a net ‘takeway’ of around £4.1 billion from tax and benefit 
reforms to be introduced in 2012-13. 
 Households at the lower end of the income distribution are the most likely to lose 
out from tax and benefit reforms to be introduced in 2012-13.  They will lose out 
primarily because of lower benefit rates that arise from using the CPI rather than the 
RPI, and from cash freezes to Child Benefit and Working Tax Credit. 
 The impact of the reforms also varies by household type and work status.  On 
average, the gainers are pensioner households.  Among working-age households, it 
is households with children that will tend to lose the most.   
 IFS estimate that, on average, households with children will lose about 1.4% of 
their net income (about £530 a year) as a result of the modelled reforms; working 
age households without children will, on average, lose about 0.5% of their net 
income (about £150 per year); while pensioner households will, on average, gain 
about 0.5% of their net income (about £110 per year). 
 
(c)  Impact of tax and benefit reforms by sex (Browne, 2011) 
This report presents the results of analysis undertaken by IFS that looks at the 
impact of tax and benefit reforms on men and women.  Analysis is performed for all 
tax and benefit changes to be introduced between 2010-11 and 2014-15 excluding 
Universal Credit, using the IFS tax and benefit model on data from the Family 
Resources Survey and the Expenditure and Food Survey.   
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The main messages from Browne (2011) are: 
 Tax and benefit reforms to be introduced between 2010-11 and 2014-15 will 
cause a larger loss for households with a single woman than a single man.  This is 
largely driven by losses for lone parents, over 90% of whom are women. 
 There is relatively little difference by sex when looking at the impact of tax and 
benefit reforms on couples, both in terms of single earner couple households 
according to whether the man or the woman is the earner, or between two-earner 
couples households according to whether the man or the woman is the higher earner 
on average.   
 
(d)  Impact of tax and benefit reforms in Northern Ireland (Browne, 2010) 
This paper examines how the average loss from tax and benefit reform to be 
introduced between 2010-11 and 2014-15 (excluding Universal Credit) is different in 
Northern Ireland to the UK average.  IFS calculations are made using the TAXBEN 
model using data from the 2008-09 Family Resources Survey and the 2008 
Expenditure and Food Survey.    
 
The main messages from Browne (2010) are: 
 Overall, there is little variation across regions when looking at the average impact 
of tax and benefit reforms to be introduced between 2010-11 and 2012-13.   
 However, when analysis is extended to include measures to be introduced in 
2013-14 or 2014-15, Northern Ireland loses more on average than most other 
regions and constituent nations of the UK, including Scotland2. 
 
(e)  Impact of welfare reforms in Wales (Welsh Government, 2012) 
This report examines the combined impact of tax and benefit changes in Wales.  
Although produced by the Welsh Government, it primarily uses analysis by the IFS, 
comparing the estimated impact of welfare reforms in Wales to the UK as a whole 
and to the other regions and nations of the UK.  The Welsh Government draw on the 
previous analysis by IFS presented in this paper. 
    
The main messages from the Welsh Government (2012) are: 
 Variations in the impact of tax and benefit reforms across the nations and regions 
of the UK are due to differences in the characteristics of households. 
 Wales has a greater dependence on welfare benefits than the UK as a whole.  
Analysis by the IFS suggests that as a consequence of the tax and benefit changes 
to be implemented by 2014-15, on average, households in Wales can expect to lose 
4.1% of their income (or £1,100 per year).  This is compared to a UK average loss of 
3.8% (or £1,170 per year). 
 
3.  Implications for Scotland 
Analysis produced by the IFS includes some findings on how Scotland compares to 
the other regions (and nations) of Great Britain (and Northern Ireland).  This section 
presents any analysis by the IFS that is specific to Scotland.  Two caveats should be 
noted when considering the results of this analysis:  (1)  IFS assume that there is 
100% take-up of benefits pre and post introduction of welfare reforms; and (2)  any 

                                            
2 Scotland-specific analysis from Browne (2010) is identified in the ‘Implications for Scotland’ section 
below. 



WR/S4/12/8/3 

19 

 

changes to household behaviour as a consequence of tax and benefit reforms are 
not included in their model.  That is, IFS assume that individuals do not change their 
behaviour in response to welfare reforms.    
 
Taking these limitations into account, IFS analysis for Scotland is presented below.  
This is grouped under:  (1) benefit claimants in Great Britain, England, Scotland and 
Wales; (2) the impact of Universal Credit; (3)  the effect of tax and benefit changes 
by UK region; and (4)  the effect of tax and benefit changes by UK region and 
income quintile. 
 
Benefit claimants, Great Britain: 
Table 1 shows the rate and number of working age (16-64) benefit claimants for 
Great Britain, England, Scotland and Wales by statistical group and is an update 
version of the table presented in the paper by the Welsh Government.   Presenting 
the claimant numbers by statistical group according to a hierarchy avoids double 
counting of claimants.  The hierarchical order is as shown in the table (ie Jobseeker 
followed by incapacity benefits etc).  This means that a person claiming both 
incapacity benefits and Lone Parent benefits will be recorded only under incapacity 
benefits.  
 

Table 1: Benefit Claimants aged 16-64 by Statistical Group, August 2011 

 Great Britain England Scotland Wales 

 Caseload Rate Caseload Rate Caseload Rate Caseload Rate 
Job 
Seeker 1,482,600 3.8% 1,266,790 3.7% 140,110 4.1% 75,700 4.0% 

ESA & 
incapacity 
benefits 

2,572,540 6.6% 2,113,730 6.2% 280,100 8.2% 178,720 9.4% 

Lone 
Parent 595,250 1.5% 516,590 1.5% 47,790 1.4% 30,870 1.6% 

Carer 465,750 1.2% 394,590 1.2% 41,560 1.2% 29,600 1.6% 
Others on 
income 
related 
benefit 

180,060 0.5% 154,860 0.5% 15,680 0.5% 9,520 0.5% 

Disabled 412,620 1.1% 347,530 1.0% 39,060 1.1% 26,030 1.4% 
Bereaved 78,180 0.2% 66,090 0.2% 8,090 0.2% 4,000 0.2% 
Total 5,787,000 14.8% 4,860,180 14.4% 572,390 16.7% 354,430 18.7%
Source: DWP Benefits, Nomis  
Note: Totals may not sum due to rounding 
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Table 1 shows that: 
 Scotland has a higher dependence on welfare benefits than Great Britain as a 
whole.  In August 2011, 16.7% of the working-age population in Scotland were 
claming benefits compared to the Great Britain average of 14.8%.  The main reason 
for the higher benefit claimant rate in Scotland is the higher proportion of people 
claiming Employment and Support Allowance (ESA) and incapacity benefits, and 
Jobseeker Allowance.    
 
Impact of Universal Credit: 
 IFS estimate that around 1.4 million working-age families will lose out in the long-
run.  It is expected that the effects by income group and household type identified by 
the IFS will be largely the same in Scotland as in Great Britain, with approximately 
140,000 households in Scotland losing out (assuming 10% of the Great Britain 
figure) (Employability, Skills and Lifelong Learning Analysis Internal Paper, 2011). 
 IFS find that Universal Credit strengthens the incentive for couples to have one 
person in work rather than none.  Scotland has a higher rate of workless households 
(where no adults in the household are working) than Great Britain, with data for April 
to June 2011 showing that in Scotland the workless household rate was 19.8% 
(359,000 workless households), compared to 18.8% (3,756,000 workless 
households) in Great Britain (Employability, Skills and Lifelong Learning Internal 
Paper, 2011).  It can be assumed, therefore, that Universal Credit may impact on 
improving Scotland’s workless household rate, by increasing the number of 
households that have at least one person in work.     
 
The effect of tax and benefit changes to be introduced between 2010-11 and 2014-
15 by UK region: 
Figure 1 illustrates the effect of tax and benefit changes to be introduced between 
2010-11 and 2014-15 by UK region. 
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Figure 1: Effect of tax and benefit changes to be introduced between 2010-11 
and 2014-15 by region. 

 
Source:  Browne (2010,  6) 
 
 
 
Figure 1 shows that, by 2014-15: 
 Households in Scotland are expected to lose around 3.7% of their income on 
average as a result of tax and benefit changes.  This compares to a UK average loss 
of 3.8%, a loss in Wales of 4.1% and a loss in Northern Ireland of 4.2%.  Therefore, 
households in Scotland will lose slightly less of their income than Wales, Northern 
Ireland and the UK average as a consequence of the tax and benefit changes.    
 
The effect of tax and benefit changes to be introduced between 2010-11 and 2014-
15 by UK region and income quintile: 
Table 2 shows the expected impact of tax and benefit changes by income quartile3 
for the regions of England and the devolved UK nations. 

                                            
3 Income quintiles are derived by dividing all households into five equal-sized groups according to 
income adjusted for household size using the McClements equivalence scale.  Quintile group 1 
contains the poorest fifth of the population, quintile 2 contains the second poorest and so on up to 
quintile group 5, which contains the richest fifth (Welsh Government, 2012:  16). 
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Table 2:  Loss as a percentage of net income from tax and benefit changes to 
be introduced between 2010-11 and 2014-15 (excluding Universal Credit) by 
income quintile and UK region.   

Source:  Browne (2010, 17).   
 
 
Table 2 shows that, by 2014-15: 
 The poorest households in Scotland lose more on average from the benefit 
reforms than richer households.  That is, households in the poorest quintile in 
Scotland are expected, on average, to lose 4.8% of their income as a result of tax 
and benefit changes, while households in the richest quintile are expected to lose 
3.9% of their income.  Scottish households in the fourth richest quintile are expected 
to lose the least at 2.8% of their income. 
 However, poorer households in Scotland lose less on average than poorer 
households in both Wales and Northern Ireland. 
 Poorer households in Scotland also lose less on average than poorer households 
in the UK as a whole4.   
 Income loss for the poorest four quintiles is lower for those in Scotland than the 
average for the UK as a whole and the same for the richest quintile.   
 
4.  Conclusions 
This paper has summarised the main messages from analysis reports produced by 
the IFS; and identified where there is IFS analysis around how Scotland compares to 
the other regions of Great Britain. 
 
The main messages of relevance for Scotland are: 

                                            
4 Reasons for this are not explored in the IFS analysis. 
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 The impact of welfare reforms are complex and vary by household type, including 
whether households have children and where they sit on the income distribution, and 
work status. 
 Scotland has a higher dependence on welfare benefits than Great Britain as a 
whole. 
 Households in Scotland are expected to lose slightly less of their income on 
average than the UK, Wales and Northern Ireland as a result of tax and benefit 
changes by 2014-15. 
 In terms of loss of income across the income distribution, it is the poorest 
households in Scotland that will lose more on average from the benefit reforms than 
richer households. 
 However, IFS analysis indicates that poorer households in Scotland will lose less 
on average than poorer households in both Wales and Northern Ireland.  Poorer 
households in Scotland also lose less on average than poorer households in the UK 
as a whole. 
 
 
Welfare Analysis 
19 April 2012 
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