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Welfare Reform Bill

House of Commons Second Reading

27 January 2009
Welfare Reform Bill

The Bill introduces proposals that were first announced in No One Written Off, a Green Paper published last July and Raising Expectations and Increasing Support, a White Paper published in December. This briefing covers the social security clauses in Part 1. The TUC is critical of a number of elements of part 1 of the Bill, which include:
· ‘Work for your benefit’ pilots – compulsory work-experience schemes for long-term unemployed people. The TUC hopes that the Government will introduce safeguards to avoid the introduction of workfare to the UK, but we fear that the failure to pay the rate for the job will hamper their effectiveness.

· A ‘personalised conditionality’ regime for parents of young children, who will have to take part in action planning and work-related activities, so that when it is time for them to be subject to availability for work regulations they are more likely to be ready for employment. In our view, parents who have the main responsibility for the care of children should have a choice about whether to move into paid employment. Tougher conditionality in the benefit system means tougher benefit sanctions, and the TUC is concerned that this could lead to increased hardship in vulnerable families.

· Powers will be introduced to require ESA claimants to take part in specific work-related activities. The TUC is particularly concerned that claimants with mental health problems should not be required to submit to any therapy.

· Problem drugs users can be told to make (and comply with) a rehabilitation plan and to undergo drug testing. The TUC understands that groups who work with drug users believe that this provision may undermine the trust they rely upon; we share concerns that sanctions could exacerbate drug-dependence.

· Provisions for the abolition of Income Support. The TUC believes that it is very important for the benefits system to include a working age income replacement benefit that covers groups who are not required to be available for work. Doing this through Jobseeker's Allowance seems perverse.

· The adult dependency supplements to Maternity Allowance and Carer’s Allowance are abolished, and the contribution conditions for eligibility to contributory ESA and JSA are tightened. These measures will further reduce the scope of National Insurance and force more claimants into means-testing.

Contracting-out Social Fund loans to credit unions and other third sector organisations as ‘external provider social loans’. The TUC would like to be able to welcome any proposal for extending access to cheap credit, but it seems very strange that the Government plans to do this at the expense of the only provision we have for people who cannot repay any interest at all.

Background

In 2007, the DWP published the Freud report, which recommended that, in future, private and voluntary sector organisations should take responsibility for helping people unemployed over 12 months into employment and that the benefit savings would be enough to pay for this. It also recommended tougher ‘conditionality’ (benefit rules) for unemployed people, lone parents and disabled people. 

In July 2008 a Green Paper followed the Freud report in proposing a tougher conditionality regime, with nearly everyone of working age expected to take ‘active steps towards employment and to take suitable jobs.’ People unemployed over 2 years would be required to work full-time in return for their benefits, and views were sought on requiring most disabled claimants to be available for work and accept job offers – with Ministers indicating their strong desire to go ahead with this proposal. 

On 2 December, the Department published the Gregg Report, which argued that working age claimants (with the exception of those with severe impairments or looking after very young children) should either have to look for work actively or to engage in activities that will move the claimant closer to work. A week later, the Government published a White Paper, implementing the Freud and Gregg reviews, and most of the proposals in the Green Paper.

TUC views

Unions have been very critical of several aspects of these proposals. We have been very concerned about the proposals for contracting-out of services currently provided by Jobcentre Plus, which seem to be based more on dogma than any evidence that the private and voluntary sectors would actually do a better job. The Bill allows for contracted-out providers to agree action plans and issue directions, but, for the most part, contracting-out does not require new legislation.

The Green Paper also sought views on proposals for requiring disabled people in receipt of Employment and Support Allowance to be available for employment and to actively seek jobs, just like unemployed people who get Jobseeker's Allowance. The TUC was absolutely opposed to this proposal, which seemed to us to go well beyond any fair balance of rights and responsibilities. We were very pleased when the White Paper announced that this element of the Green Paper had been dropped.

There are three remaining proposals that have attracted particularly vehement responses from the TUC and our affiliated unions, and the remainder of this briefing is devoted to them: ‘work for your benefit’, tougher conditionality and benefit sanctions and the abolition of Income Support.

“Work for Your Benefit”

The Bill includes proposals for a ‘Work for Your Benefit’ scheme, introduced initially as a series of pilot projects. In response to the Green Paper the TUC was particularly insistent that unions are fundamentally opposed to workfare – where, in return for their benefits, unemployed people are required to do jobs that would otherwise have been filled by workers paid the rate for the job. The union objections to workfare are that 

· It is unfair to unemployed people to require them, in return for their benefits, to do work that would otherwise be offered as a genuine job, with employee status, the right to union representation and paid at the rate for the job (or, failing that, the minimum wage). 

· It is unfair to workers in employment when they face competition from workfare workers, paid much less than them and with substantially inferior rights. The workers who pay and conditions are most likely to be undermined are the lowest paid and most vulnerable.

There is ample evidence from around the world that workfare is an inferior welfare-to-work policy, which tends to make it harder for participants to move into open employment. Unions also believe that work experience, to the degree that it is similar to open employment, should attract a rate higher than benefit income. 

For the TUC, an extremely important question is: should the work that participants will be required to undertake be characterised as open employment or work experience? The description in the White Paper itself suggests the latter – the programme is variously described as mandating “full-time activity for a substantial period of time” (para 6.8), “full-time work experience for up to six months” and “an alternative programme delivered by Jobcentre Plus involving increased support and interaction to help long-term unemployed people find work” (para 6.10). 

On the other hand, the language used by Ministers has been more ambiguous, and the very name of the programme seems to suggest that workfare is just what the Government has in mind. The TUC is currently discussing this issue with the Department, and we hope that discussions of this element of the Bill will clarify that this is a work experience programme, rather than workfare.

Conditionality and sanctions

The Bill gives effect to Prof Gregg’s proposals for a system in which all working age claimants are placed in three groups:

· A ‘work ready’ group, required to be available for and actively seek employment  - essentially those on Jobseeker's Allowance.

· A ‘progression to work’ group, for whom it is unfair to expect that they immediately look for employment, but who are required to plan a route that eventually leads to employment. This group would include lone parents with young children and disabled people with less severe impairments.  

· A “no conditionality” group, including disabled people with severe impairments and lone parents with very young children.

The Bill requires lone and couple parents with young children to engage in work-related activities – “activity which makes it more likely that the person will obtain or remain in work or be able to do so.” (Notes to the Welfare Reform Bill, pp 12 – 13.)

The TUC is concerned that these obligations can only be enforced by the use of benefit sanctions – removing entitlement to all or some benefit income for one or more weeks. While we accept that benefit rules must ultimately be backed up by sanctions, every extension of conditionality should only be agreed after the likely impact of benefit withdrawal on child poverty and social exclusion has been taken into account. By definition, the families most likely to be affected in this way will be those with low incomes and young children, and we believe that MPs should seek to ensure that the negative impact on child poverty is kept to a minimum.

We are also concerned that the decision about whether a child’s interests are best served by a parent taking up paid employment (and thus increasing the family’s income) should be taken by the parents themselves. We agree with the Child Poverty Action Group that lone and couple parents who have the main responsibility for childcare should be able to make the final decision about entering employment. We agree with Gingerbread that it would be more positive to offer a premium to parents who enter work-related activities than to threaten those who do not with sanctions.

If the enhanced conditionality planned by the DWP is introduced we believe that there should be important exemptions. We agree with Gingerbread that recently separated lone parents (and especially those who have experienced violence) should be exempt; we agree with Mind that the definition of work-related activities should not include requirements to take medication or take part in psychological therapies. Mental health system survivors have fought for the right to refuse treatment and the welfare state should not introduce compulsory therapy by the back door. 

The abolition of Income Support

The Bill makes provision for the eventual abolition of Income Support; indeed, it moves a lot further towards this policy than the White Paper had indicated. The TUC’s primary concern here is that the system should continue to have a safety-net benefit, which must mean, amongst other things, an income-replacement benefit for people of working age that does not require claimants to be available for paid work. It is widely accepted that there are groups of people performing socially valuable unpaid work (such as carers and the parents of young children) who should have a right to a social income.

The DWP’s ultimate intention seems to be that JSA should be this benefit, but it seems strange that we should have an allowance for jobseekers that does not require recipients to seek employment. Many people learning that they are to be switched from Income Support to Jobseeker's Allowance will worry that they will be required to be available for employment, even though this will be impracticable for them. Many informal carers, on hearing about this proposal, have been angry at the implication that they are not already performing important and valuable work – unpaid though it may be.

Other issues

National Insurance: The Bill makes provision for the abolition of the adult dependency supplements to Maternity Allowance and Carer’s Allowance, and makes the contribution conditions for contributory ESA and JSA significantly tougher. Ending the adult dependency to Maternity Allowance and the restriction of contributory benefit coverage are the latest in a long line of attacks on National Insurance, which is gradually being squeezed out of existence (leaving only the Contributions to remind us of its passing). After this reform, carers and pregnant women with adult dependents will only qualify for extra benefits if they pass a means-test – the negative impact of means-tests on work incentives will be exacerbated.

Contracting-out the Social Fund: the Bill establishes powers for contracting-out the provision of Social Fund loans, but the Government has not explained how this will work in practice. In December the Government responded to claims that clients would have to pay interest on loans from such providers with an immediate denial, but it is hard to see why providers should be interested in getting involved on any other basis. Credit unions have been widely touted as the most likely vehicle for such a reform, but there is no national network of credit unions, and the Government  has not explained how any holes in the pattern of geographical coverage would be filled; there are also good reasons for doubting whether these very small voluntary schemes have the organisational capacity to take on this work.
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