elfare Reform and ork Bill:
Second Reading
This briefing addresses the elfare Reform and ork Bill in the form in hich it
ill be read to the House of Commons on Monday 20th July 2015. It does not
aim to be a comprehensive overvie, but instead provides analysis of the parts of
the Bill here JRF has particular expertise.
If you ould like to arrange a meeting ith one of our experts to discuss the
questions raised please contact:
Tom Peters: Senior Public ffairs Officer
tom.peters@jrf.org.uk / 07972 773963 | 020 7520 2080/ @jrftom

Key points
•

Jobs statistics can mask important variations beteen groups. The
Government’s full employment target is right but to monitor performance and
encourage the right interventions it ould be helpful if it also reported to
parliament on ho is getting these jobs.

•

The proposed changes to the Child Poverty ct 2010 are at best a step
sideays. The government should build upon the 2010 measures to provide a
more extensive picture of poverty in the UK, rather than change them to look
at that picture from a different angle. e urge the Government to retain an
income measure, ideally linked to a cost of living measure, to give a proper
focus on families' real ability to afford the basics of life in a decent society. The
UK needs a strategy to reduce poverty across all ages, otherise poverty is
likely to rise.

•

The long term aim to improve productivity and support a higher age economy
is right but progress is bound to be gradual, and closer attention must be given
to pay and progression at the loer end of the labour market. In the meantime,
the income shortfall facing millions of families is no bigger as a result of the
Summer Budget.

•

Reducing social rents by 1 per cent per year ill give a elcome boost to some
current social tenants, but it is likely to impact on the supply of ne homes
available to households on the loest incomes.
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Clauses 1-2 (Reports on apprenticeships and
employment figures)
The Government’s 2015 Manifesto set a target of 3 million ne
apprenticeships and the creation of 2 million additional ne jobs in pursuit
of full employment, the former partly funded by a ne levy on large
employers and by loering the household benefit cap.
Full employment
•

The Government’s aims are right but it ould be useful if in its reports to parliament
it also included statistics on the types of jobs being created as ell as its progress
against the target of halving the disability employment gap.

The big labour market story over the last couple of years has been the rising number of
people in employment. Hoever, at the loer end of the labour market ork also no
offers less of a guarantee of a decent living standard than it did in the past. This suggests
a need to look more closely at both the amount and type of ork available to each
household, as both these ill influence hether people can reach an acceptable living
standard through earned income.
Specifically, one of the significant trends underneath the long term picture of jobs
groth over the past five years has been the increase in self-employment, especially
part-time self-employment. The overall jobs statistics also mask variations beteen
different groups of people: disabled men and omen are much less likely to be in
employment than non-disabled men and omen and are also much more likely to be
lo paid, even ith the same level of qualifications as non-disabled adults.

pprenticeships
•

The 3 million apprenticeships target is ambitious but the Government should aim to
also sho hether the places being created ill help to meet labour market needs
and are available to those ho most need the opportunity.

JRF elcomes the Government’s focus on young people. It’s clearly better to help
people get decent jobs from the moment they leave school or college, as there is
evidence that pushing unemployed people into poor-quality ork can reduce their
chances of getting better jobs later, meaning that they remain dependent on in-ork
benefits.
Hoever hat orks in one place may not ork somehere else – ages, job security
and distribution beteen occupations differ vastly beteen places. Unless training
opportunities allo young people to gain skills that match the needs of employers in the
local labour market, and are targeted at those ho need them most, it may not help
them to get and stay in ork. City Deals can provide a platform for this localised skills
provision. For example, the Sheffield City Deal included a £23.8 million adult skills and
.jrf.org.uk
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apprenticeship budget, hich is being used strategically to create a ‘demand-led system’,
particularly to train 2,000 employees ith the skills needed by local businesses and
create 4,000 more apprenticeships. This type of approach depends on good analysis and
strong partnerships, hich can take time to develop. The challenging national target
must not be alloed to come at the expense of developing quality schemes that
genuinely improve outcomes.

Clauses 4-6 (Repeal of the Child Poverty ct)
The social mobility section of the Bill makes provision for the repeal of the
Child Poverty ct 2010, and the replacement of the measures contained
therein ith a ne set of ‘life chances’ indicators.
Removing the relative income targets
•

No measurement of poverty is perfect, including those set out in the Child Poverty
ct 2010. Hoever, they captured a central indicator of poverty - inadequate
income – hich is no longer included in the Secretary of State’s reporting
requirements. Because of this omission, e do not believe that the proposals in this
Bill represent a step forard in tackling poverty, but at best a step sideays. e
therefore urge the Government to retain an income measure, ideally linked to a cost
of living measure, to give a proper focus on families' real ability to afford the basics
of life in a decent society.

Under the Bill the Secretary of State ill be required to report on indicators reflecting
levels of orklessness and educational attainment, as opposed to the four income and
deprivation measures enshrined in the Child Poverty ct 2010. In so doing the
government has rightly recognised that escaping poverty is not simply a matter of a
household stepping over an income line set in relation to median incomes. Hoever the
two new proposed measures will miss the many families who have one or more parents
in work but have very low incomes which damage children's lives now and prospects for
the future.
e kno from the evidence that a decent job is the best route out of poverty, and that
there is a link beteen educational attainment in childhood and prospects in later life.
Hoever, these drivers must be considered as part of a ider picture hich includes
measures hich highlight hether people have sufficient income, housing conditions
and affordability or the nature of ork at the loer end of the labour market.
rguably, the government has replaced one narro set of indicators ith another, in the
process limiting its understanding of hat drives poverty. Our evidence shos that over
half of the households in poverty have someone in ork, and to thirds of children in
poverty have parents that ork, suggesting that stepping over the line from
orklessness to orker ill not guarantee an exit from poverty.
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e therefore call upon the government to add to the measures of poverty included in
the Bill to enable a deeper understanding of poverty, rather than replace one narro set
of measures ith another even narroer set.
This approach should reflect a dynamic understanding of poverty over the life course,
one that recognises that the path out of poverty is not alays marked by clear cut
transitions beteen fixed states, but can be often be a process of gradual changes and
transitions. Most importantly, e urge the Government to ork ith business,
employers and civil society to develop a comprehensive all ages approach to tackling
poverty, otherise it is likely to rise and jeopardise other central components of the
Government’s plan to reduce the elfare bill and improve productivity.

Clauses 7-15 (elfare Benefits)
The Government expects to deliver £46.5bn in savings from the elfare
budget over the remainder of the parliament, ith £12bn over the next
to years. The largest contributions to this total come from significant cuts
to tax credits and by increasing the rate at hich benefits are ithdran as
a person’s earnings increase (£20.5bn); freezing in cash terms the main
DP benefits from pril 2016 to March 2020 (£11.3bn) and cuts to
specific tax credits aimed at families (£5.4bn).
 risk to lo income living standards
•

The increases in the personal tax alloance to £11,000 and the ne National Living
age for those ho are eligible are elcome measures but for many lo income
families the gains ill not make up for the losses from cuts to in and out of ork
support.

Each year JRF publishes research tracking ho many people are falling short of the
Minimum Income Standard – a benchmark compiled by members of the public, based on
hat they think is needed for a minimum socially acceptable standard of living. n
unsurprising finding is that the risk of falling short of a decent standard of living
decreases as the amount of employment in the households increases. To take a couple
ith to children as an example, 88 per cent of households here neither parent is
orking lack a decent standard of living, compared to 9 per cent of households here
both parents ork full time. s such, ensuring those that are able to ork have the
opportunity to do so is clearly important.
Hoever as as noted above ork offers less of a guarantee of a decent living standard
than it did in the past. Many families have seen their risk of falling short of a decent
living standard increase sharply. For example a couple orking full time on the minimum
age ith to children ill no find themselves £75 a eek short of hat the public say
they need to reach a socially acceptable standard of living.

.jrf.org.uk

4

elfare Reform and ork Bill: Second Reading
The above decline has been brought about by the cost of essentials rising rapidly for
successive years, at a time hen ages have been stagnant and in-ork benefits, such
as tax credits, cut. hile the lo inflation of recent months has brought some respite,
there is significant ground to make up. s such these further cuts represent a major
gamble. lthough the higher personal tax alloance and ne national living age ill
help some to narro the gap beteen incomes and needs that idened during the
recession, there is little evidence to sho the extent to hich lo earners supported by
the increase in pay are members of lo income families affected by cuts to in-ork
support. The Government has published a ne productivity plan that aims for a higher
age economy. But progress is bound to be gradual and closer attention must be given
to pay and progression at the loer end of the labour market. In the meantime, the
income shortfall facing millions of families is no bigger as a result of the Budget.

Clause 19 (Reduction in social housing rents)
Beteen pril 2016 and March 2020 social rents ill be don rated by 1%
a year in cash terms.

•

Reducing social rents by 1 per cent per year ill give a elcome boost to some
current social tenants, but it is likely to impact on the supply of ne homes
accessible to households on the loest incomes.

The Government is right to attempt to bring don the Housing Benefit bill, but the only
ay to do this sustainably is to increase supply. Over the last Parliament, the
Government cut Housing Benefit by £2 billion per year, but the bill to the taxpayer as
still £1 billion higher at the end of the Parliament as a shortage of genuinely affordable
homes pushed up the cost. Our research shos that e need to be building at least
200,000 homes per year in order to prevent poverty rising. 80,000 genuinely
affordable homes are needed to meet demand and provide stability to lo income
families.
Reducing social rents by 1 per cent per year ill give a elcome boost to some current
social tenants, but it is likely to reduce supply, particularly in combination ith other
housing proposals being developed. Housing ssociations and Local uthorities ill lose
at least £1.4 billion per year by 2020 as a result of the policy, hich means that 14,000
feer homes ill be built by 2020 (OBR, 2015).
It should also be noted that social tenants ho have their rent paid through Housing
Benefit ill not see any increase in their income. Indeed, Local Housing lloance is
amongst the benefits that ill be frozen for four years. Private rents ill not be frozen
or subject to any control over this period - in fact e expect them to rise by 90% in real
terms by 2040 (Stephens et al, 2014), more than tice as fast as incomes - so it is likely
tenants ill have to find more of their rent from ithin incomes set aside to meet their
living costs.
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