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Vicky Pearlman calls for a fundamental review of social fund funeral payments

When aloved one has passed

away, worrying about the financial
burden should be the last thingon
your mind, but many peopleona
lowincome struggle to pay for the
funeral of a close relative or friend.

A Social Fund funeral paymentis
supposed to help people in these
circumstances.In2011/12,69,000
people applied to the DWPfora
funeral paymentand 38,000 were
awarded. The average amount
awardedwas £1,241", coveringjust
under 40 per cent of the average cost
ofafuneral, whichis£3,284.2

CAB evidence shows that the DWP's
currentrules and procedures for
claiming afuneral paymentdo not
help bereaved people make quick
and informed decisions about paying
forafuneral following a death:

A CAB clienton jobseeker’s
allowance could notarrange for his
mother’s body to be removed from
the hospital for five weeks following
her death, because it took the Social
Fund that long to respond to his
claimfor a funeral payment. He had
already arranged the funeral, at a
costof £2,318, butwas unable to
pay the necessary depositof £1,363
tothe funeral directorand so the
funeral could not go ahead.

A62 yearold CAB clientinthe South
East of England faceda £1,200
shortfall between the funeral

paymentshe received fromDWPand e Extending eligibility for afuneral

the actual cost of a basic funeral for
her husband. She could not pay the
shortfall from her weekly income of
£141.The worry about fallinginto
debt, and the prospect of possible
court action against her, was adding
to her distress following the death of
her husband.

The need for urgency when dealing
with the body of the deceased, and
dignity inthe funeral act, both shape
behaviourwhen arranging a funeral.
Cost often becomes a secondary
issue in the minds of the bereaved.
Itis not acceptable that people have
to make these decisions without
knowing, or misunderstanding,
what resources they have to spend.

Citizens Advice recommends that
the DWP should launch a full review
of funeral payments. Such a review
mustinclude:

® Theadequacy of funeral
payments—costs could be kept
toaminimum if DWP bulk
purchased simple dignified
funerals on alocal basis for
applicantsto the funeral payment
scheme.

The clarity and timeliness of
information about funeralsand
funeral payments.

The speed and efficiency of the
processing of funeral payments.

payment.

® Endingthe practice of taking
gifts orloans from family, friends
or charities into accountwhen
deciding on the funeral payment,
when these are being made to
alleviate hardship.

Vicky Pearlmaniis a social policy
officer working on disability issues

vicky.peariman@citizensadvice.org.uk
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Financial inclusion

Light at the end of the tunnel?

Nick Waugh looks at recent developments in access to basic bank accounts

The recent decision by the
Governmenttoamendthe law

to help banks offer accounts to
undischarged bankrupts could
finally see the end of the one of the
great injustices in financial inclusion.

Atthe moment fewer than a third of
bankrupts are able to open abank
account after they are declared
bankrupt, something which makes
it next toimpossible to receive wages
and benefitsand pay bills. This puts
their financial recovery in jeopardy.

The government’s decision follows
the move by the Co-operative Bank
in September to no longer offer basic
bank accounts to undischarged
bankrupts which broughtinto sharp
relief the issues plaguing the basic
banking market.

Even before the Co-operative
decision, undischarged bankrupts
struggled to open a bank account,
with Barclays and the Co-op their
only choices. This restricted choice
in large part created the conditions
which led to the Co-op decision, as
itwas receiving a disproportionate
share of new basicbank account
applications asaresult.

Whileitis clear that the Co-opiskeen
tobe asocially responsible corporate
citizen, we recognise that basic bank
accounts make very little money

for the banks who provide them.
Assuch, a consistently increasing
share of new basicbank account
applications driven by undischarged
bankruptswas never goingtobea
long-term sustainable position fora
relatively small player in the UK retail
banking market.

Meanwhile, Barclays has reiterated
their continued commitment to

providing basic bank accounts

to undischarged bankrupts and

has clarified that it will offer such
accounts to existing customers who
are declared bankrupteven if they
have a debt toBarclaysincluded in
their bankruptcy. Similarly, the Co-op
will offer abasic bank account to
existing customers who are declared
bankrupt. This has helped, butitis
far from a sustainable long-term
solutionanditisinany case unfair
toexpect one bank to carry the

cost of other banks’ lack of a social
conscienceon thisissue.

The nub of the problem

Thereason that other banks have
notand do not at the moment offer
basic bank accounts to undischarged
bankruptsis, onthe face of it,
because of a theoretical risk posed by
Section 307 of the Insolvency Act.

Section 307 concerns potential
liability for so-called ‘after-acquired
property’. Inthis context, it describes
asituation where an undischarged
bankrupt unexpectedly receives
acashwindfallinto their bank
account. Under the terms of the
bankruptcy, thismoney must be
declared to the trustee who may
claimitfor distribution to creditors
butif itis withdrawn from the bank
accountand disposed of insome
way which means the trustee cannot
recover it, the bank could potentially
be heldliable.

Forexample, if an undischarged
bankruptinherited some money
after arelative died, and they
withdrew the money and gave it
toafriendto prevent the trustee
recovering it then the bank couldin
certain circumstances be held liable

forthe money.

There s disagreement over what
those circumstances are, with
banks claiming that failure of a
bankrupt to abide by the terms of
theirbankruptcy could see them
drawn intoadispute between the
trustee and the bankrupt, or see
them expected to monitor activity
on bankrupts’ accountstoan
uneconomical level of scrutiny.

Although both Barclaysand the
Co-operative Bank judged the risk
tobe manageable, after years of
pressure from organisations such
as Citizens Advice and Consumer
Focus, the other banks have not
yielded onthisissue. It has become
increasingly clear that the only
way to comprehensively deal

with the problem is toamend the
Insolvency Act to explicitly detail
the circumstances under whicha
bank could be held liable for after-
acquired property.

The Government has now
announced thatitwilldo this at

the earliest opportunity in the
parliamentary timetable, with a new
arrangement whereby abank can
only be held liable if theyignore a
written request from abankrupt’s
trustee.

We recognise that it will remain a
business decision for banks whether
or not to offer bank accounts to
undischarged bankrupts but we
have had encouraging noises from
anumber of banks on theissue.

We expect that theamendment to
the Act will materially improve the
prospects of opening an account for
undischarged bankrupts.
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Wider implications

There are of course wider issues

in basic banking, such asgeneral
difficulty opening an account,
restrictions on counter servicein
branches and access tothe ATM
network, butin many ways the
undischarged bankruptsissue has
acted as abrake on progress to
comprehensively addressing the
problems inthe market.

We would like to see aset of
common standards and features for
basic bank accounts which would be
offered by all banks but it would be
difficult to agree thiswhile thereisa
distortioninthe market thatseesa
significant proportion of applicants
have only one option of provider. The
amendment to the Insolvency Act
will help remove this distortion.

In recentyears, there hasbeen an
apparent retreat from the principles
behind basicbanking. RBS Group
and Lloyds Banking Group do not
allow their basic banking customers
toaccess the LINK ATM network and
others have restrictive policieson
counterservice. Many make it very
difficult toopenanaccountinthe
first place, either strictly interpreting
EU money laundering legislation by
insisting on forms of ID that many
people onlowincomes do not have,
making information about basic
accounts hard tofind, trying to sell
apackaged accountinstead or just
simply rejecting applications to open
anaccount.

Retail banks generate revenue

from bank accounts by four means:
account charges for packaged
accounts, overdraft feesand interest,
net creditinterest’ and interchange
income associated with debit card
usage. Clearly only the latter two
apply to basicbank accountsin any
significant way (although itis still

possible to incur overdraft fees with
abasicaccount) and the net credit
interest is not generally particularly
large given that most basic bank
accountsare not likely to have high
average balances.

Undischarged bankrupts are likely
tohave particularly low average
balances and potentially fewer
debit card transactions that would
generate interchange income. The
minimal revenue generated by
undischarged bankruptsrelative to
other customers and the mooted risk
from after-acquired property helps
explain why most banks have never
offered accounts to them. Both
Barclays and Co-op have implicitly
recognised this by commenting
that they see (or saw, in the Co-

op’s case) access to transactional
banking asanimportant part of the
reintegration into financial health
for undischarged bankruptsand see
providing themwith accountsasa
socially responsible thing to do.

Clearly asolution which allows the
potential costs to be spread across
the banking sector is required.
Addressing theissue of after-
acquired property is a necessary
precursor to this, asit would then
allow, forexample, bankstoagree
asystemwhereby they offera

basic bank account toany existing
customerswho are declared
bankrupt, asBarclays and Co-op
both currently do. In circumstances
where a customer has an existing
debttotheirbankincludedinthe
bankruptcy petition it may be
desirable to open an accountwith
another bank, although the right of
set off should not be arisk after any
fundsintheir currentaccount at the
point of being declared bankrupt
have been dealt with (such funds can
be set off underinsolvency law).

Thereisalsoa pressingneed to
address the wider issues around
accessand functionality in the basic
bank account market. We therefore
strongly support the adoption of
common standards for basic bank
accounts by all UK banks. This could
be done by voluntary agreement.
Alternatively, the new Financial
Conduct Authority, with its new
requirement to have regard to
whether consumersin areas of social
or economic deprivation can access
and use financial services when using
its competition powers, might have
tostepin.

Nick Waugh is a social policy
officer working on essential
services.

nick.waugh@citizensadvice.org.uk

1.The difference between the interest paid on a credit balance and the return the bank generates by investing that balance. From the
consumer perspective it is referred to as foregone interest.
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Rotten apples-and what to do about them!

James Sandbach looks at the requlatory challenges facing the legal service and

Justice sector

With new consumer landscape
responsibilities coming Citizens
Advice's way, our work on justice
and legal policy may startto take a
noticeably different slant. Advocacy
forlegal aid to assist access tojustice,
tackling discrimination, protecting
human rights, supporting offender
rehabilitation, and improving courts,
tribunals and redress will all remain
key themes for Citizens Advice.
However, the role of agency or rather
agents within the justice system
takes on greater prominence in the
way the justice system interacts with
consumers. Much of the justice
sectoris run by private business—
solicitors, insurers, paralegals, debt
collection agencies etc—operating
within regulatory (or quasi-
regulatory) frameworks. And from
time to time, reports from bureaux
throw up ‘rotten apples’ operating
in the justice system who seem more
interested in making a fast buck than
delivering services which add value
tothejustice system, or serving its
users’ needs.

Itis often said that our court
systemand legal services sectors
areinternational beacons of

justice; indeed justice ministers

are aggressively promoting the
sector “toboost UK growth” with
the UK jurisdiction “asacentre

for global dispute resolution. "
However, rotten apples bring this
into question. As the new regulatory
system of the 2007 Legal Services Act
beds in with itsemphasis on putting
consumers first, encouraging
competition, professionalismand
new ‘alternative structure’ business
models, the rotten apple problem
throws up regulatory as well as
professional ethics challenges.

Letting even afew rotten apples
fester brings the integrity of the
whole justice system into question.
Sowhere are these rotten apples to
be found?

Overpriced solicitors serving
their customers poorly

It's easy to take cheap shots at
solicitors—infactmostgive a
professional, honest service with a
cost base reflecting the complexity
of the work. However, bureaux
sometimes report experiences

of solicitors firms'’ clients where
standards fall well short—just the
sorts of problems that the Legal
Ombudsman was set up to deal
with. Forexample:

A CAB in the East Midlands reported
thataman had approached a local
solicitors’ firmin June 2010 for
assistance with gaining a power of
attorney over his parents’ affairs.

He paid £ 1,000 for the solicitor

to complete the paper work and
arrange the power of attorney.
Theclient told the CAB thatno
power of attorney had been set up.
In the meantime his mother had
diedin December 2010 and his
fatherin April2011. The clienthad
complained to the ombudsman and
accepted a compensation payout
of £150 after the death of his father,
and following the death of his
mother wanted to claim the full fee
back. He had complained directly to
thefirm, but was told that the firm
did not have the funds toset the
power of attorney up.

1. www.justice.gov.uk/news/features/feature281011a
_________________________________________________________________________________________________________________________________________________________|
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Claims management
companies

I'd wager that all readers of this
article in possession of a mobile
phone, landline oremailaccount
will have been recently ‘spammed’
or cold-called offering thema
compensation claim foran accident
or mis-sold PPl policy. Confident
people are able to eitherignore
these as a nuisance, or if they do
have a genuine PPl refund claim, can
doitthemselves via the Financial
Ombudsman. But for vulnerable
consumers or just less savvy financial
consumers it can be a different story:

A CAB inthe West Midlands

saw a woman with physical and
mental health conditions who

was accompanied by her support
worker. She had been cold-called
by a company about mis-sold PPI
sometimein the summerof 2011.
She agreed that she had been mis-
sold PPland the company asked
forapaymentof £99 tostart the
investigation. The client made this
paymentwith her debit card and
then received aform along with the
terms and conditions for the service.
This form stated that the claims
management company would take
30 per cent of any recovered PPI.
Onreading this, the client decided
that she did not wish to pursue the
claim and she returned the form not
completed along with a covering
letter stating that she did not want
to take the matter any further. The
claims management company rang
her a few days later and ‘bullied’
herinto continuing with the case,
taking all the details of her bank
loan. Following this phone call the
client received a lot of forms from
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the bank, who subsequently sent
her £1,000 compensation. The
claims management company now
wanted £243 fees—it was constantly
contacting her by phone and had
written to her threatening legal
action. The client was stressed out
by this experience and felt that the
company did not deserve any fee
asshe had had tofillin all the forms
from the bank herself.

It was due to the complaints of
bureauxand Citizens Advice,?

that statutory steps were takento
regulate the claims management
sector directly by the Ministry of
Justice. But as the market has shifted
from personal injury to financial
compensation claims, and with

ever more aggressive marketing
strategies, itis now time torevisit the
issue. Citizens Advice's recent report
has called for tighter regulation of PPl
claims managementand marketing
activities, including banning cold
calling, improving data protection,
and greater use of consumer
protection law and regulatory
sanctions.?

Private bailiffs and debt
enforcement

No one would ever claim that thisis
aneasyjobtocarryout—butthereis
aqulf of difference between agood
practice approach thatengages
debtors on their liabilities and
encourages sustainable repayment,
and the aggressive approach
followed by many private bailiffs
which bullies, frightens, fleeces

and misrepresents, adding to the
misery of the debtors’ lot. Evidence
from bureaux suggests the latteris
commonplace in the enforcement
industry, and below is the sort of
example which gives cause for
concern.

2. Nowin, no fee, no chance, Citizens Advice (2004)

3. The claims pests, Citizens Advice (2012)

ACABinWalesreportedhowa 74
year old widow with terminal cancer
and a matter of weeks to live was
harassed by bailiffs for council tax
arrearsof £2,439.71. Unable to
manage her grief, she had become
an alcoholicafter her husband’s
death, her money problems had got
out of control and she concealed the
extent of her debt and illness from
family until her final days. When the
family situation was explained to
the council, the bailiff left but said he
would returnin amonth to remove
allhergoods.

By historical anomaly private bailiffs,
which now undertake the majority
of debt enforcement work for courts
and local authorities, have been
able to escape robust regulation and
operate like a private vanguard force
with impunity—thishas to change
forenforcement agent activity to be
alegitimate part of the legal system.
Citizens Advice haslaunched a
campaign, in light of a Ministry of
Justice consultation on tackling
‘aggressive bailiffs’, to put statutory
regulation of this sector back onthe
agenda.

Civil recovery agents

Thereislittle more to add here
beyond the two recent Citizens
Advice reports *which exposed the
practices of afew niche ‘specialist’
firms sending out threatening letters
with escalating costs on behalf of
the retail sector, often on the basis of
limited legal authority, demanding
substantial sums as compensation
for alleged shoplifting oremployee
theft of low value items.

Whilst civil recovery itself —using
civil proceedings to recover
unlawfully obtained property —may
be alegitimate practice, the Law
Commission has highlighted how

misleading and aggressive practices
using hollow threats of legal action
can be a cause for concern may
constitute ‘deceitful’, ‘unfair’and
‘improper’ business practice, as
defined by the consumer protection
and unfair trading laws.

Will-writers and probate

Arecentwin for consumers has been
the Legal Services Board's decisionin
response to their Consumer Panel,
Citizens Advice and others thatall
will-writing and probate activity
should be broughtwithin the scope
of regulation. Consistent complaints
over fees and quality have brought
issues in this sector to the forefront of
regulators attention.

Towards an ‘end-to-end’
approach to justice
regulation

Readers who have stuck with this
article will notice certain themes
emerging, agrowing market for
paralegal services, transactions
involving vulnerable consumers,
regulatory gaps especially around
intermediary services, and the
injustices that arise at differentends
of thelegal system whenitsagents
put profits before ethics. Rotten
apples deliver rottenjustice. It's time
now for the Legal Services Board to
take amore holisticlook at the legal
sector, and how regulation can be
delivered to serve the consumer
interest.

James Sandbachis asocial policy
officerworkingonlegaland
discrimination issues.

james.sandbach@citizensadvice.
org.uk

4. Unreasonable demands and Uncivil recovery, Citizens Advice (2009and 2070)
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A little less conversation, a little
more action please!

Anne Pardoe argues thatstruggling fuel poor households need action, nota

newdefinition

Much recent media attention has
been given tothe fact thatenergy
prices arerising, putting ever more
pressure on already tight budgets.
In2010/11 the average electricity
and gas bills grew by eight per cent
and nine per cent respectively and
five of the 'big six’ energy suppliers
have announced furtherincreases
ofaround 10 per centinthe past
fewmonths. Thisrate of increase
is significantly out of step with
householdincome.In2011 most
benefits were uprated by 5.2 per
centinApril 2011, while average
earnings for full time employees
grewby 1.4 percentand the
minimumwage by 2.5 per centin
2010/11.

The latest fuel poverty statistics
published by DECC showed that
4.75 million householdsin the UK,
approximately 19 per cent, were

in fuel povertyin 2010, 4 million

of which were considered to be
vulnerable, due to elderly people,
children or adisabled person or
someone living with along term
illnessin the household.? The
devastatingimpact that fuel poverty
can have on the health and wellbeing
of householdsis well documented,
most recently in Professor Hills'
report Getting the measure of fuel
poverty, the final report of the review
of the definition of fuel poverty
commissioned by the Governmentin
early2011.

The Hills review -
masterstroke or damp

Professor Hills’ report was widely
regarded amongst stakeholders
tobe acomprehensive, impartial
analysis of the causes and

effects of fuel poverty. The key
recommendation of the report

to change the definition of fuel
poverty, however, proved to be more
controversial. The current definition,
Professor Hills found, is significantly
flawed, overly sensitive to price

rises and captures some individuals
who would not necessarily be
considered to be poor orin fuel
poverty. The alternative approach
recommended by Professor Hills,
the Low Income High Cost (LIHC)
indicator, is a relative measure which
considers a household to be fuel
poor if they have required fuel costs
that are above the national median
level of all households and would

be left anincome below the official
poverty line if they were to spend the
required amount. The Government
subsequently published a
consultation proposing to drop the
current definition and adopt the Hills
definition.

Many stakeholders, such asthe Fuel
Poverty Advisory Group (FPAG) of
which Citizens Advice isa member,
favour the retention of a definition
based on the one currentlyin use
with some revisions made to address
its limitations. Citizens Advice has
sympathy with this view.

For example, the most contentious
aspect of the proposal has been

the decision to set the required

fuel costs aspect of the indicator
atthe median for allhouseholds
inthe UK. The Warm Homes and
Energy Conservation Act 2000,

on which the definition of fuel
poverty is based, states that “For the
purposes of this Act, a personis to
beregarded as living ‘in fuel poverty’
if he isa member of ahousehold
living on alower incomeinahome
which cannot be kept warm at
reasonable cost. ">

This aspect therefore comes down to
ajudgmentas towhata ‘reasonable
cost' is. The approach proposed

by Professor Hills assumes that

the average fuel bill incurred by
consumersto heat theirhometoa
certain levelis ‘reasonable’. Citizens
Advice received 97,000 enquiries
about fuel debtin2011/12, and with
the price of fuel rising far in excess

of household incomes many people
are going tostruggle to afford to
heat theirhomes to an adequate
temperature. We therefore think
that areasonability threshold should
be based on affordability rather than
arbitrary national averages.

Fuel poor households
need action, not a new
definition

DECC clearly subscribes to the
maxim ‘save the best ‘till last’,
because the most welcome aspect
of the consultation document is

1. First two figures from the Office of National Statistics and the third calculated using data on historical rates from http:/lowpay.gov.uk
2.Annual Report on Fuel Poverty Statistics 2012, DECC (2012)
3. Warm Homes and Enerqy Conservation Act 2000 Chapter 31, paragraph 1.1
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hidden away in the final pages.
Alongside his recommendation to
change the definition of fuel poverty
Professor Hills also recommended
that the government should set out
a 'renewed and ambitious strategy
fortackling fuel poverty, reflecting
the challenges laid outin (the)

report and the framework set out
(inthe report) for understanding
them’. The Government therefore
commitsitself to setting outa new
fuel poverty strategy, reflecting any
changesto the definition, in the new
year.

Thisislong overdue. Itis more than
two years since the Government
announced itsintentionto
commission an independent review
tolook at the fuel poverty definition
and more than 18 monthssince
Professor Hills and his team were
commissioned to carry out this task.
Furthermore, as welcome andvital as
the commitment to draw up a new
strategy to combat fuel povertyis,
this will take further valuable time

to put togetherand longerstill to
implement. Meanwhile the fuel poor
continue tositin coldhomesand
make tough decisions about how to
make their budget stretch to meet
their essential costs. Forexample:

A CAB inthe South East of England
saw an elderly married couple living
in private rented accommodation.
The husband was disabled andin
receipt of higher rate attendance
allowance. They were paying a
total of £197 per month for gasand
electricity-more than 10 per cent of
theirincome. Asaresult, they did
not have enough money for other
essentials like food.

A CAB inWalessawamanon
jobseeker’s allowance who had
been referred for advice on how to
manage his fuel bills. The client was
spending almost £100 per month
on fuel out of his benefit of £270
per month. Although he was using

a pre-payment meter to budget,

he was running out of credit before
the end of each fortnight, sohe had
torequest emergency credit. This
was not only more expensive, but

it meant that every time he topped
up his pre-payment meter, he was

getting behind with other household

bills such as water chargesand TV
licence.

Itis now high time to stop quibbling
over the precise definition of fuel
poverty and take action.

Where do we go from
here?

Iltis generally recognised that there
are three ways to lift ahousehold
out of fuel poverty—increase the
household’sincome, reduce the cost
of fuel and/or make the property
more energy efficient. As already
discussed, fuel prices arerising
considerably faster than household
incomes, and are set to continue
todoso. Thekey to the success of
the new fuel poverty strategy must
therefore be improving the energy
efficiency of fuel poorhomes. Itis
therefore disappointing that there
will be no Government funded
energy efficiency schemesin
England from the end of this year.
The Government have instead
placed their faith in the Green Deal
and the Energy Company Obligation
(ECO).

The ECO scheme will provide grants
tohouseholds forwhich a Green
Deal is not suitable because the
propertyis ‘hard to treat’ or because
the household is fuel poor. Measures
can either be funded wholly by

ECO orin combination with Green
Deal finance dependingon the
circumstances of the consumer. The
scheme will be delivered by suppliers
and paid for by energy consumers
through their bills which is regressive
aswell as placing further upward

pressure on bills.

The Green Dealis the Government's
flagship energy policy which allows
the householderto take outa

loan through an accredited Green
Deal provider to cover the upfront
cost of installing energy efficiency
measures in theirhome. Theloanis
then repaid through a charge added
to the household energy bill. While
the Green Deal may be suitable for
some consumers, aloan repaid over
anumber of years with interest is
unlikely tobe an attractive or viable
solution for many low income, fuel
poor households. Theironly other
optionwill be toaccess ECO funding.

Itis therefore disappointing that
lessthan 50 per centofthe £1.3
billion ECO fundingisring fenced
forimproving the energy efficiency
of fuel poor households. While the
Government’s expectation is that
more than 50 per cent will eventually
be spent on fuel poor homes as
atleast some of the households
receiving energy efficiency measures
under the ‘carbon saving’ element of
the scheme are likely to be fuel poor,
thisisin noway guaranteed. Thisis
woefullyinadequate to help the four
million households currently livingin
fuel poverty and we anxiously await
the Government's new strategy. This
must be published and implemented
assoonasis practicable.

Anne Pardoe is the Energy Policy
and Liaison Officer at Citizens
Advice.

anne.pardoe@citizensadvice.
org.uk
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Give us our daily bread

Sue Royston looks at CAB evidence on food poverty

Afewyearsago, it was relatively
unusual for bureaux to refer clients
tofood banks because they had no
money to feed themselves and their
family. But this has changed recently.
Inthe lastyear, bureaux have
reported seeingasharpincreasein
need for food parcels—arise of over
50 per cent between the firstand
second quarter of this year. This has
been so pronounced that Citizens
Advice plans to develop a database
forbureauxtotrack both the
numbers affected by and the causes
of food poverty on a more systematic
basis.

Sofar, evidence from our advisers
indicates the main reasons why
clients need food parcels are:

® benefitdelays

® benefitrefusals
® benefitsanctions
® debtrepayments

® homelessness.

Benefit delays

Claimants frequently experience
disruptionsin their benefits caused
by poor administration in the benefit
system. Many of our clients do

not have any resources to fall back
on, and sodisruptions can leave
claimants in extreme hardship.

Atthe beginning of November2012,
a CABinthe South West of England
saw a man who had recently taken
over the care of his daughter from his
wife fromwhom he was separated.
This necessitated them both telling
the Tax Credits Office of this change
so thathe could receive child tax
credit for his daughter. They had

both done so, but he had still not
received the money and had been
sentanother formto complete.
Because of this delay and adelayin
paying hisemployment and support
allowance (ESA), the clienthad no
money to buy food for himself and
his daughter over the weekend. The
bureau had to refer him to the local
Salvation Army food bank.

A CAB inWales reported that out
of the 54 food vouchers they had
issued during the period June 2011
to September 2012, 49 were given
to people who were destitute due
to delays by government agencies
transferring claimants fromone
benefittoanother.

Benefit refusals

CAB advisers see many people

who are refused ESA, because

they are found fit for work at their
work capability assessment (WCA),
but who have evidence from their
doctors that they are not fit for work
andwho are subsequently placedin
the support group (the ESA group
for those who are the most severely
disabled) when they appeal. At
presentonce the claimant’s appeal is
received and registered by DWP, their
ESAisonce again paid at the basic
rate. However there are frequent
delaysin resuming payment,

whilst waiting for the appeal to

be registered, thus necessitating
referrals for food parcels:

AlLondon CAB client with paranoid
schizophrenia did not attend her
WCA asaconsequence of her
conditionand asaresulther ESAwas
stopped. The client’sonlyincome
was disability living allowance

and although the client appealed
the decision to stop benefits, she
required a food parcel whilst waiting
for payments toresume.

In future, however, someone who
has claimed ESA but has notyethad
their assessment or has had their
assessment and been found fit for
work will be expected to look for
work whilst awaiting appeal. The
steps they will be required to take
totry tofind work will be at the
discretion of their local Jobcentre
Plus. We believe this will substantially
increase the numbers of people who
are destitute because they cannot
receive ESA until theirappealis
heard but cannot claim jobseeker’s
allowance (JSA) because they are
unable to take steps to find work. It
isalso likely to increase the numbers
whose benefit s stopped for a period
(‘sanctioned’) asa penalty for not
meeting the conditions.

Benefit sanctions

We are already seeing a sharp
increase the numbers of clients
affected by benefit sanctions.
Benefit sanctions are a reduction
of benefitimposed upon claimants
who are perceived by officials as
having failed to comply with the
benefit conditionality regime.
What they are required to do varies
depending on their situation. For
example, someone on JSAwould
be sanctioned for failing to seek
work or accept a job if offered

one, whereas someone who has
been found not fit for work and
placedinthe work related activity
group could be sanctioned for
failing to attend an interview to
help them prepare forwork. The
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new sanctions and conditionality
regime from 22 October 2012 s
likely to increase these numbers still
further. Our evidence on sanctions
shows that they disproportionately
impact on people with mental
health conditions or minor learning
disabilities.

AlLondon CAB reported that one of
their clients did not apply forajob as
directed by Jobcentre Plus because
she did not think that she met the
requirements of the role. Although
she explained this to Jobcentre

Plus and had applied for two
otherjobsinstead, a sanction was
applied to her benefit. The client’s
application for a hardship payment
took two weeks to process and as
aconsequence the clientneeded a
package from a food bank and was
on emergency credit for electricity
and gas.

We are concerned that as the
conditionality regime becomes
tighter we will see many more
people facing destitution as a result
of benefit sanctions.

Debt repayments and
impact of ongoing low
income

There are anumber of factors which
canlead to financial hardship both
forthose in work and those unable
towork. Clients often report that
sudden dropsinincome because of
illness or reductionsin their hours

of work are the reason for getting
into debt. Those trying to meet debt
repayments particularly to doorstep
or payday lenders, can find that their
financial difficulties spiral out of
control.

ALondon CAB saw a woman who
wasin arrears with her rentand
council tax because three payday
lenders to which the client owed
approximately £900 had continuous
paymentauthoritiesin place which

removed money from the client’s
account before she could pay her
priority debts. Asaconsequence
the client’s debts were growing, and
she struggled to feed her children
despite beingin full-time work.

Additional problems exacerbate
this, such as having to make up the
shortfallin support to pay theirrent
because the level at which housing
benefitis capped for theirareais
lower than the actual rent they need
to pay. Levels of benefit are solow
that deductions to cover shortfalls or
repay debts can quickly lead to crises.

A CAB inthe West Midlands saw
amanwhowas selling his house
asthe DWPdid not cover all his
mortgage payment. When the
property was sold, he would have
more than enough to clear all of his
debts, butinthe meantime he had
very little money for food. He had
arrears of water chargesand his
water company had asked DWPto
make deductions from his benefit for
arrears and ongoing charges, leaving
him with even less money for food.
The water company refused to ask
DWP to stop deductions even when
the CAB explained the hardship the
clientwas experiencing.

Cutsin benefitsand freeze on
benefitlevels do not only affect
those who are not working. Benefit
levels for those in work such as child
tax credits and housing benefit

are based on levels of out of work
benefits. Cutsinhousing benefitor
afreeze onthelevel of benefits so
they are not uprated with inflation
impacts equally on working people
onalowincome:

ACAB inWalessaw awoman
working full time whowas
struggling to meet paymentson
ahighinterest mortgage and her
council tax. Her expenditure far
exceeded herincome and she was
struggling to keep up with daily
outgoings. The CAB had torefer her

toafood bank as the clienthad not
eaten forsome days. The CAB noted
that the client’sincome was only just
above entitlement levels for means-
tested benefits and tax credits.

Homelessness

Our advisers often see people facing
very adverse circumstances because
they are homeless. Some are living on
the streets, others are ‘sofa surfing’
orin temporary accommodation.
Their situation means thataccess to
food is even more important, but can
be more difficultand expensive.

A CAB inLondon reported that a
homeless woman livingin bed and
breakfastaccommodation was
receiving ESA of £71 per week out
of which she had to pay £22.50
incharges atthe B&B. On her
remaining money, the clientwas
really struggling to manage to buy
food.

Conclusion

Inthe coming yearswe are
concerned that food poverty is
goingto be anincreasing problem,
particularly as the fullimpact of
welfare reform and public sector cuts
isyet to be felt. Our database will
help us monitor the level of need for
and reasons for needing food parcels
amongst bureau clients over the next
fewyears.

Sue Royston is a social policy
officer working on benefits for
people of working age.

sue.royston@citizensadvice.org.uk.
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Will a tougher sanctions regime
help benefit claimants find work?

Katie Shaw examines whether the Government’s new tougher sanctions
regime will help or hinder people return to work

The Chancellor's Autumn Statement
announced that growth would

be slower and the economy take
longer to recover than previously
forecast. Unemployment, however,
is expected to peak at alower 8.3 per
centinstead of 8.7 per centand the
latest employment figures showed
afallin unemploymentsince the
previous year.

Whilstit's clear that the economic
downturn of the last four years has
seen fewer job losses than might
have been expected, there are still
2.5 million unemployed people.
These figures also disguise the stark
factthatoneintenworkersare
now classified as under employed—
wanting to work more hours. Most
of this 10 per cent are in part-time
work because their hours of work
had been cut, or they had only been
able to find part-time work after
being made redundant.

In-work poverty has now
outstripped the number of
households in poverty who are out
of work, and underemployment s
likely to be part of the explanation
for this. Underemployment probably
goes some way to explaining why 90
per cent of all new housing benefit
claimsin the last two yearswentto
working households rather than
those claiming out of work benefits.

Sowhatisthesolution? In additionto
boosting growth in the jobs market,
the Government's approach to
getting people back to work focuses
toalarge extenton theindividual
—providing support to find work
through its new Work Programme,
and extending requirements to
engage with the labour market with

the threat of benefit cuts for failure to
fullyengage.

The Work Programme, operated

by providers paid primarily on the
basis of sustained job outcomes, was
introducedin June2011. Oneyear
on, thefirst set of outcome figures
are now available and show far lower
levels of success than expected,

even in the context of the current
economic downturn.

[tisinthese circumstances then, that
we consider the Government’s new
tougher sanctions regime. The 2012
Welfare Reform Actintroduced

the framework for a much tougher
sanctions regime for almostall
benefit claimants who are not seen
tobe keeping close enough to the
labour market—orindeed moving
off benefits fastenough. It will also
require people in work to continue
tofind work that takes them out of
the benefits system or that pays the
equivalent of the national minimum
wage at 35 hours per week, because
many households receive significant
amounts of state support when
inwork. Thisis despite the fact

that universal credit should stop
incentives for workers to choose
specifichours of work and not
progress further.

Forjobseeker’s allowance (JSA)
claimants, the tougher regime
started at the end of October. For
thefirsttime, claimants face the
possibility of losing all £71 per
week JSAfor up to three years if
they are deemed to fail to comply
with directions to find work three
times. Although the Secretary of
State has often said that he expects
such sanctionstobeonlyused a

handful of times a year, these high

level sanctions are for givingup ajob
voluntarily and failure to apply for, or to
take upajobavailable.

For the first time, claimants unfit for
work because of sickness or disability
could lose all their basic benefits if
they miss awork-focused interview.
Although most of these employment
and support allowance claimants are
not required to look forwork or apply
for jobs, they will have to consider
what steps might help them prepare
forreturntowork, orkeep themin
touch with the labour market. Until
December 2012 any failure to attend
aninterview could only resultina 20 per
cent cutin theirmain benefit payment.

Theregimeis based on huge
assumptions; firstly, unemployment
and under-employmentis partly the
result of people being unwilling towork
orwork more, and secondly that the
threat of a cutin financial support—or
the cutitself—will provide the necessary
spur to find work or indeed more work.

Evidence to support the effectiveness
of sanctions in moving claimants
closer to the labour market s far from
conclusive. A recent review of the
evidence by the Joseph Rowntree
Foundation (JRF) found that current
research was limited. While there were
cost savings to be made from people
exiting the benefit system, amongst
this group there was an increased
likelihood of low wages and high job
churning.!

Thereportalso highlighted that
research into New Deal claimants found
that those who had been sanctioned
and experienced hardship were much
less likely to be in employment than
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those who had not been sanctioned
and those who had been sanctioned
but had not experienced hardship.

Itis easier tofind evidence tolink
sanctions with disadvantage and
vulnerability than toimproved

job outcomes. The JRF review

also found that some of the most
disadvantaged claimants were more
likely to be sanctioned than others,
including:

® youngerpeople

® thosewith lower levels of
qualifications

® those with practical barriersto
employment (e.g. notransport,
lack of telephone or email and
childcare)

® those with health problems.

CAB evidence also supports these
findings. The CAB service has seen
ahugeriseinenquiriesabout JSA
sanctions over the last couple of
years, evenin the context of all JSA
enquiriesfalling. Sanctions are often
poorly administered. For example,
CAB clients often report being given
no advance notice of the sanction
threat and no explanation of its
cause. Thismust clearly limit the
effectiveness of asanction, as there
canbe no meritinsanctioningan
individual's benefit claim if they have
not understood the rules that they
have broken or were not capable of
meeting the requirements.

Bureaux find that the most
common reason for a sanction

was a claimant’s failure to apply for
specified jobs—afailure that attracts
the highest level of sanction. On
furtherinvestigation, itis clear that
many claimants had not understood
thatitwasa ‘direction’ rather than
asuggestion. Often they had good
reasons for not applying for the job
—forexample, deciding that they
did not have the relevant experience
or qualifications for the job. If they

had understood that failure to apply
would have resulted in asanction,
they would have been more likely
toapply or to contact Jobcentre Plus
and explain the situation.

Crucially bureaux are also concerned
that many of their clients seeking
help to overturn aJSAsanction

have poor basic skills, mental health
issues or mild learning difficulties.
The sanction appears to reflect their
inability to comply, and even when
they have been able to explain, poor
administration and failure to take
their needs into accountresultsin
them being pushed into hardship.

A22 year old woman with mental
health problems sought advice
froma CAB inthe East Midlandsin
September 2012 about a sixmonth
sanctionon her JSA claim, which
had been imposed because she had
failed to attend Work Programme
appointments. Asaresult, the client
had noincome and had been forced
tomoveto live with her partner’s
parents. She reported that she had
now fully re-engaged with the
Work Programme, and had tried
repeatedly to contact Jobcentre Plus
totryand gether JSAre-instated,
tonoavail. Shewas now heavilyin
debt and this was exacerbating her
mental health problems.

A24yearold, illiterate man with
mental health problems sought
advice froma CABinthe South

East of Englandin August 2012.

His JSA claim had been sanctioned
for nine months because of failures
to undertake \Work Programme
placements. Asaresult, he had had
no income for the past four months,
and had accrued rent arrears of over
£1,000. He had recently applied

for, but been refused, a hardship
payment, and his reason for
approaching the CABwas to
request afood parcel.

AmansoughthelpfromaCABin
Wales after receiving a JSA sanction
that arose when he had been given an
interview with his \Work Programme
provider that clashed with hissigning
on appointment at the Jobcentre Plus
office. His Work Programme provider
told him he did not need tosignon
that day, but after failing to attend,

he was sanctioned. He appealed, but
when interviewed by Jobcentre Plus
was asked whether he had continued
tolook for work —and therefore
maintained eligibility—during the
period of his sanction, he admitted that
he had cut back on work searching
because he did not have the money to
pay forinternet usage athomeorto
travel to the nearest library four miles
away to use their computers. This
admission led to a further sanction and
his benefit was cut for eight weeks.

With very little evidence of there

being significant numbers of jobs

that people are refusing to take up—
andwith little research evidence to
suggest that sanctions are effective
atimproving people’s chances

of leaving benefitsand getting
sustained work, the Government
must carefully monitor the impact of
toughening upitssanctions regime.

It must provide adequate support to
claimants struggling to find work,
ensuring that tougher sanctions do
not frustrate their attemptsand push
disadvantaged people further fromthe
labour market. Otherwise further debt
and hardship will result.

Perhaps more importantly, the
Government must ensure that

it provides adequate support to
claimants struggling to find work and
it must ensure that the tougher regime
does not frustrate their attempts and
push disadvantaged people further
away from the labour market.

Katie Shaw (previously Lane), is
the Head of the Welfare Policy
team at Citizens Advice
katie.shaw@citizensadvice.org.uk

1. Areview of benefit sanctions, Julia Griggs and Martin Evans, Joseph Rowntree Foundation (December 2010)
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Evidence reports published in the
last sixmonths

® Accesstocash—dontbank onit—CAB
evidence survey of the access to cash for basic
bank account customers (July 2012).

Disabilityand universal credit-a briefing
paper produced by Citizens Advice, The
Children’s Society and Disability Rights UK,
for an evidence inquiry chaired by Baroness
Grey-Thompson (July 2012).

Holes in the safety net—the impact of
universal crediton disabled people and their
families (report by The Children’s Society,
Citizens Advice and Disability Rights UK in
October2012).

A creditto the nation? Making consumer
creditrequlation work forvulnerable
consumersin the UK (November 2012)

The claims pests— CAB evidence on PPI
and claims management companies
(November2012).

Recent Parliamentary briefingsand
responses to consultation papers:
October-November 2012

® Responsetothe Ofwat consultationon
empowering water consumers through
information (November).

Response to the Law Commission on Unfair
Termsin Consumer Contracts (November).

Response to the London Assembly
consultation onfood poverty in London
(November).

Response to BIS onimplementing the
Consumer Rights Directive inthe UK
(November).

Response to FSA guidance consultationon
risks to customers from financial incentive
schemes (October).

Response to BIS on the supply of goods,
services and digital content (October).

Response to the BIS consultation on early
implementation of aban on above-cost
paymentsurcharges (October).

Response to the Sergeant Review of Simple
Financial Products (October).

Response to HM Treasury on setting the
strategy for UK payments (October).

Response to DfT on the personal
independence payment and eligibility fora
Blue Badge (October).

Response to DWP proposal to cease the
publication of annual statistics, Income-
related benefits: Estimates of take-up
(October).

Response to the Ministry of Justice on Claims
Management Regulation: Proposals for
amendments to the Conduct of Authorised
Persons Rules (October).
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