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	SUMMARY



	· Child benefit – From January 2013 child benefit will be withdrawn from higher rate tax payers. Although this has a lower proportional impact in GM than elsewhere in the UK (GM has a relatively low proportion of higher rate taxpayers and child benefit claimants than the national average) the impact is still significant at £110.9m per year.
· Council tax benefit – Council tax benefit will be cut by 10%, then in April 2013 it will be withdrawn completely and replaced with a grant given to local authorities who will have the power to rebate the bills as they see fit. These grants will be lower than current spending (based on Treasury savings estimates they will be £25.7m million lower across GM). However the grant can be spent at the discretion and in the form that authorities choose. 
· Tax credits – The Review announces significant changes to the tax credit regime. The per-child element of the Child Tax Credit will go up by £30 from 2011 and £50 in 2012. However, Working Tax Credit will be frozen for 3 years and from April 2012 couples will need to work 24 not 16 hours to get Working Tax Credit. Additionally, the proportion of costs covered by the childcare element of the Working Tax Credit will be reduced from 80% to 70% of costs from 2011. In total, the net GM impact of the tax credit announcements is likely to be in the region of a £42.6m reduction in payments.
· Housing – Most of the reforms relating to housing were announced in the June Budget, although several important additional reforms were also introduced in the Review. The Review reduced the social housing budget by 60%, ended the ‘for life’ council house entitlement, gave social landlords the flexibility to charge up to 80% of market rates, and extended the Shared Room Rate in Local Housing Allowance to all single claimants under 35. These changes will affect a significant number of people (GM has 182,810 residents in social housing) and will require a degree of management from the local Registered Social Landlord base.  While investment in social housing should follow from the rise in rents that can be charged to off-set the reduction in the social housing budget, it is unclear how market forces will balance out and what the full social and economic cost will be for residents of GM.
Table 1: Main benefit reforms in the 2010 Spending Review
Benefit reform

UK impact

Estimated GM impact 

(annually from 2014-15)

ANNOUNCED SAVINGS

Time limiting the contributory Employment Support Allowance to 1 year for those in the Work Related Activity Group.

–£2,000m

–£120.3m

Cap total household welfare payments from 2013 to around £500 per week.

–£270m

Not currently quantifiable. Thought to be a relatively minor impact in GM compared to the Greater South East

Withdrawing Child Benefit payments from higher rate taxpayers from January 2013.

–£2500m

–£110.9m

Freeze the Working Tax Credit for 3 years from April 2011 then uprate by CPI.

–£625m

–£30.3m

Changes to Working Tax Credit Eligibility from April 2012

–£390m

–£18.9m

The proportion of costs covered by the childcare element of the Working Tax Credit will be reduced from 80% to 70% of costs from 2011.

–£385m

–£23.9m

Extending Shared Room Rate in Local Housing Allowance to all single claimants under 35.

–£215m

–£9.4m

Cease paying DLA mobility component to claimants in residential care.

–£135m

–£7.4m

Reducing spending on Council Tax Benefit (CTB) by 10% and localising it from 2013-14.

–£490m

–£25.7m

Freezing the maximum Savings Credit award in Pension Credit for 4 years from 2011-14.

–£330m

–£14.4m

Using real time PAYE information to inform tax credits calculations.

–£300m

Assumed no impact (residents claiming fraudulently will lose out)

ANNOUNCED INCREASES

IN SPENDING

Increasing the child element of Child Tax Credit- by £30 above indexation in 2011-12, with a further £50 above indexation in 2012-13.

+£560m

+£26.9m

Permanently increase the Cold Weather Payment award to £25.

+£50m

+£2.0m

Extend temporary Support for Mortgage Interest measures for 1 year.

+£90m

Neutral, as extension of existing entitlement

State Pension Age will equalise at 65 in November 2018, rising to 66 by April 2020.

Not yet known

Not yet known

Implement progressive changes to the level of employee contributions to Public Sector Pensions to be phased in from April 2012

Not yet known

Not yet known

TOTAL

–£6,940m

–£332.6m

CONCLUSION
Whilst it is important not to overstate the repercussions of these reforms – given some of the negative impact of reduced welfare spending will be off-set by residents being financially incentivised to move into work or to take on additional work – they are still likely to have a deep and wide ranging effect on many of GM’s residents, particularly the long term unemployed and the low-paid. There will also be a knock-on effect to businesses and the wider economy in the form of reduced spending. This will most likely hit local shops and district centres harder. In view of the raft of measures, many of which will impact on individuals or families at the same time in complex, interdependent ways, it will be important that there is advice capacity in place to support local residents to navigate their way through this new benefits environment, and to understand the full implications of these changes. Forecasts suggest that high levels of unemployment will continue to be prevalent over the next few years. GM’s success in dealing with this will depend on its ability to capitalise on pro-growth measures set-out by Government in the Review, such as the increase in Adult Apprentices, Tax Increment Financing and Technology and Innovation Centres. It is also vital that GM partners work closely with Jobcentre Plus and the Work Programme providers to monitor the transition to the new regime and ensure that residents are well supported within this new ‘carrot and stick’ welfare framework.
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Figure 2: Unemployment in Greater Manchester





Figure 1: Total employment in Greater Manchester
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