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COMMENTS

This amendment is in respect of the extension of weather payments to pensioners
who do not qualify for Income Support as their imeois too high. The report
accompanying the amendment considers a numbeswdgsn respect of cold weather
payments and Income Support in general and thismanh addresses these issues
separately.

Extension of cold weather payments to pensioners whdo not qualify for Income
Support

Benefit budgets have already been cut in 2011 atidoev subject to further cuts in
2012 and 2013. The proposed benefit is targetgueasioner households who are
above the income level for Income Support. If thadditional costs are to be met
from the Social Security budget it is likely to mehat other, more vulnerable groups
will receive less support in future.

The annual Social Survey for 2010 included a sedio financial issues. As a whole,
pensioners identified themselves as the group wWith least financial worries at
present. Only 9% of pensioners considered that theye financial difficulties,
compared to 24% of the population as a whole, &3 8f households with children.

When asked specifically about heating costs, tlopgtion of pensioners expressing
worries about the cost of heating was identicath® proportion of non-pensioner
households (10% in each group). The group thattifiksh the most problem with
heating costs was that of families with childreBYd.

These results suggest that there is no evidendddtal pensioner households are
having particular difficulty paying for their heag costs, in comparison with any
other household type.

The provision of a new benefit to pensioners wheehiacomeabove a certain level
needs to be very carefully considered, againstnth@y other demands on public
funding at present.

Income Support budget

The total cost of Income Support in 2010 was justen £88 million. This is made up
of a number of elements:

Values subject to audit 2010
£

Weekly Benefit (inc. GST 61,669,843
Residential Care 16,713,412
Transition 4,059,753
Special Payments 1,802,064
Winter Fuel 628,669
Administration 2,928,157
Total 87,801,898

The cost of weekly Income Support has grown sing@82as the Income Support
system has had to meet the increased needs offémodies hit by the recession. The
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move to a centralised benefit system just befoeeréitession hit has meant that the
additional work in providing extra support has takglace with the minimum of
additional administration or the need for emergescgngements.

As the Island moves out of recession, Income Sumuosts will decline.
Long-term trends in benefit costs

Whereas the cost of Income Support for working{ageilies is closely linked to the
health of the economy, the cost of pensioner benefill increase steadily over the
next 30 years. During that time the proportion efgioners in the population will
very nearly double from 15% (in 2006) to 29% (ir8g}

Pensioners currently receive a variety of tax-fuhdeenefits. As the number of
pensioners grows from year to year, so will tha obshese benefits. Any decision to
provide an additional tax-funded benefit to peneirsnmust be carefully considered
against the other pressures that the working apgelation will face in the future.

Income Support benefits

Whereas Senator Shenton’s report gives accurateefigfor the value of Income
Support paid to a non-working family, it fails toopide comparative figures for
families including a wage-earner.

It is a key feature of Income Support that helpvailable to working households with
low incomes. For each pound earned, 16.5 pence éxtkept on top of the basic
Income Support rate. The costs of childcare andaS8ecurity contributions are also
provided for under Income Support.

To clarify the examples quoted in the report:
1. Lone parent with 2 young children, living in a tvo-bedroom flat

A single parent who stays at home to look aftehiloen under five is entitled to
£26,045 a year in benefit. This is made up of £9,8Y pay for accommodation,
£6,654 to meet the expenses of the 2 children 8MlLE to meet the expenses of the
adult and all the household bills.

If the lone parent returns to work, Income Suppmwhtinues to provide financial
assistance.

For example:

A lone parent with 2 children earning £12,000 penwum and paying £8,000 for

childcare costs could receive up to £475 a wedkdome Support, or £24,700 a year.
The lone parent would have extra expenses of £8@0thildcare and £720 for Social

Security contributions. However, the net househioicbme would be just under

£28,000 per annum.
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2. Couple with 2 children, living in a three-bedromn flat

This example of 2 identical families was quoted 3snator Shenton in a Business
Plan amendment that was withdrawn before debate. édample is reproduced in
Appendix 2 of Senator Shenton’s report.

Using current rates (Income Support October 20i€he Tax — 2011 allowances):

Family A, earning £31,640 will receive £5,570 aryealncome Support. This will
bring their total annual income to £35,311 befavedand £33,927 after tax.

Family B, with earnings of £15,000 per annum wilceive £18,467 in Income
Support giving them a total annual income of £32,56

The higher-earning family, A, is better off bothfdre and after tax is taken into
account.

That said, the interaction between benefit andtiaxaequires a thorough review to
ensure that disincentives that currently existramnsoved.

Income Support Review

The Income Support system has been operationaB f@ars. This first phase has
successfully made the transformation from a largenver of separate benefits
administered under different rules by a number rgfanisations, to a single benefit
with a central administration. As planned, the Depant is currently in the process of
reviewing the new benefit. In the second half oc1@0the Statistics Unit published its
report on the Comprehensive household Income amerigiiture Survey undertaken
during 2009 and 2010. The Annual Social Surveyudet a section on household
finances and was published in December 2010. Irdban from these independent
surveys will be analysed alongside departmentatinétion to identify areas in which
Income Support component rates or benefit ruled tebe adjusted.

In particular, there will be an examination of ith&eraction between Income Support
and Income Tax, as identified by Senator ShentdnsiBusiness Plan Amendment.

Incentives

Senator Shenton mentions the incentives that aadahle in the Income Support
system. The incentive for earnings has been ineceitem 6% in the original scheme
in 2008 up to the current level of 16.5%. Theral& an incentive for a lone parent
receiving maintenance payments from the absentgrartthis is currently set at 10%.

The level of these incentives will be consideredpast of the review, and the
adjustments to be made to Income Support in reggfettte change in the GST rate
will also be channelled through additional inceasiwherever possible.

Income Support for unemployed adults

Income Support includes specific rules in respéadividuals who are unemployed.

Income Support is only available if the individual actively seeking work and

provides evidence to the Department of these &efivon a regular basis. Individuals
who falil to actively seek work do not receive In@Bupport.

Page -4
P.4/2011 Com.(3)



The recession has increased the number of unentplaydividuals and the

Department has taken on additional temporary staffdminister this area of Income
Support and provide assistance to those seeking. Wdris area of the Department
will be further strengthened during 2011, with aiddial funding of £500,000 to

improve staffing ratios and training opportunities jobseekers.

Close contact is now maintained with large emplsyarho provide feedback to the
Department regarding the attendance and perfornarobseekers at interview.

A tightening of the rules in respect of jobseekiageing considered as part of the
review.

Lone Parents

Income Support currently supports just over 1,08@elparent families. Most lone
parents receiving Income Support have one or 2ahil—

No. of children | % of lone parent families
61%
29%
8%
2%
Less than 0.5%

G WINF

One third of these families have at least one alilder the age of 5. If they do work
they can receive additional support for childcassts. In this group a quarter of lone
parents are working at least part-time.

Two thirds of lone parents currently receiving Inm Support do not have any
children below the age 5. In this group 58% arekimngr at least part-time.

Partners

Income Support is based on household groups -adults live together as partners,
(whether or not they are married) their joint in@is considered for Income Support
purposes. If a couple split up, the parent withpoesibility for the children is
expected to seek maintenance from the absent parkatquestion of individuals
living together is often difficult and can be suijeo fraudulent claims.

The Department is launching a fraud hotline durifgbruary to heighten the
awareness of benefit fraud.

Conclusion

As Minister for Social Security, | cannot suppdre tintroduction of a new benefit
aimed at households whose incomalisve Income Support levels, particularly if the
cost of such a benefit is to be taken from exisbagefit budgets.

My Department is putting a great deal of efforbimissisting local families hit by the
recession and it is disappointing to read inaceu@mments regarding Income
Support. Many hard-working families now find themres without employment and
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jobs are difficult to find. The mistaken perceptibat you would be worse off in work
is likely to make it even harder for jobseekergraintain their spirits and continue
their efforts to find employment.

| recommend members to reject this amendment.
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