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Citizens Advice Scotland Briefing 
Report Stage and Third Reading 
Welfare Reform and Work Bill 
27 October 2015 
 

Citizens Advice Scotland (CAS), our 61 member Citizen Advice Bureaux (CAB), the 
Citizen Advice consumer helpline, and the Extra Help Unit, form Scotland’s largest 
independent advice network.  Advice provided by our service is free, independent, 
confidential, impartial and available to everyone.  Our self-help website Adviceguide 
provides information on rights and helps people solve their problems. 
 
In 2014-15 the Citizens Advice Service network helped over 323,000 clients in 
Scotland alone and dealt with over one million advice issues.  With support from the 
network clients had financial gains of over £124 million and the Scottish zone of our 
self-help website Adviceguide received approximately 5.4 million unique page views. 
 

Summary 
Citizens Advice Scotland recommends that the Bill is amended to remove 
Sections 7 to 15 (Welfare benefits) and Sections 16 to 18 (Loans for mortgage 
interest) and would urge MPs to support all amendments which would achieve 
this.  
 
If the Bill is not amended to remove these sections, CAS would urge MPs to 
vote to decline to give the Bill a Third Reading. 
 
CAS is extremely concerned that the proposals would have a detrimental impact on 
CAB clients who have already been negatively affected by changes to the social 
security system in the last Parliament. These negative consequences include a rise 
in rent arrears; pressure on homeless services; and an increase in the number of 
people who are unable to make ends meet, who accrue priority debt or who require a 
referral to a food bank.  
 
CAS would also encourage MPs to vote in favour of the following new clauses: 

 NC1 (which would repeal the recent regulations making changes to Tax 
Credits), 

 NC3 (which would allow immediate payments of Personal Independence 
Payment for people who are terminally ill). 

 NC4 and NC12 (which would establish an independent inquiry into the 
sanctions regime),  

 NC6 (which would require the Secretary of State to report on the quality of 
jobs created) 

 NC10 (which would require primary legislation to enact any restriction to 
Housing Benefit for young people) 

 

  



2 
 

Key Issues 
 

Issue Page 

Benefit Cap (Sections 7 and 8) 2 

Freeze of certain benefits and tax credits for four years (Sections 9 and 10) 3 

Changes to child tax credit and child element of Universal Credit (Sections 
11 and 12; NC1) 

4 

ESA (Work-Related Activity component) and Universal Credit (Limited 
Capability for Work component) (Sections 13 and 14) 

5 

Universal Credit: work-related requirements (Section 15) 7 

Loans for mortgage interest (Sections 16 to 18) 7 

Immediate payments of PIP for people who are terminally ill (NC3) 8 

Independent inquiry into the sanctions regime (NC4 and NC12) 8 

Report on quality of jobs created (NC6) 9 

Restrictions to Housing Benefit for young people to be made by primary 
legislation (NC10) 

9 

 

 
Benefit cap (Sections 7 and 8) 
 
CAS recommends that the Bill is amended to remove Sections 7 and 8, and 
would urge MPs to vote in favour of any amendments which seek to achieve 
this. 
 
The Bill proposes lowering the existing household Benefit Cap from £26,000 to 
£20,000 per year for families, and £18,200 to £13,400 for single people. 
 
According to the latest figures from May 2015, only 769 households in Scotland were 
subject to the Benefit Cap and who had their Housing Benefit reduced by the 
equivalent amount - in Scotland up to £250 per week.i 
 
However, given the large reduction of the Cap, we can  expect this number to 
increase significantly, and CAS would expect an increase in advice given in this 
area, because of the reduction in support from the social security system. The 
precise numbers who will be affected at the moment in Scotland are uncertain, but 
we can say for certain that unless their circumstances change, 769 households in 
Scotland will be worse off by £6,000 per year – a significant reduction.  
 
Beyond that, the only estimates the Department for Work and Pensions (DWP) have 
produced estimate that 92,000 households in Great Britain will be affected by the 
reduced Benefit Capii. Given that around 9.6% of Housing Benefit claims are made in 
Scotlandiii, and that part of the rationale for a higher Cap in London is to ‘even out’ 
the effects of the Benefit Cap, that would equate to roughly 8,500 to 9,000 
households affected by the reduction. 
 
The groups most likely to be affected at the moment are larger families and lone 
parents, as well as the children who live in the households. At the moment 60% of 
capped households had between one and four children and 35% had five or more 
children. 64% of capped households constituted a lone parent with children.iv This is 
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mainly a combination need for large houses with high rents, as well as claiming 
children’s benefits which are not exempted from the cap. 
 
From the Government’s Impact Assessment, it is forecast that 64% of those affected 
by the lowering of the Cap will be single women, compared with 18% being single 
men, and the majority will be aged 25-44. However, it does not give a regional 
breakdown, nor full details of the groups of claimants that will be most affected. This 
makes it very difficult for local authorities and voluntary organisations to prepare to 
support individuals and families affected, and makes the Government’s ambition of 
provoking behavioural change difficult, as most claimants will currently be unaware 
they will be affected and cannot plan accordingly. 
 
From evaluation of the Benefit Cap’s effects to datev very few people moved to 
cheaper accommodation to avoid it. With some of the larger families affected, their 
options can often be somewhat limited in that regard. Neither was there a great deal 
of evidence that it caused a significant number of people to move into work. For lone 
parents with large families, their options can also be limited. 
 
Most often, people hit by the Benefit Cap just absorbed the loss, so we may see 
more of that if this section of the Bill. We can expect to see further pressures on 
Discretionary Housing Payments, and large families, lone parents and children being 
entitled to less support, although with the scale of the reduction, it is possible that 
other groups will be drawn in. Given that Housing Benefit is reduced, CAS is 
concerned that we may see a rise in rent arrears and pressures on homeless 
services as a result. 

 
Freeze of certain benefits and tax credits for four tax years 
(Sections 9 and 10) 
 
CAS recommends that the Bill is amended to remove Sections 9 and 10 and 
would urge MPs to vote in favour of any amendments which seek to achieve 
this. 
 
The Bill proposes a freeze in the value of working-age benefits and tax credits for 
four years. This follows on from previous changes to the way benefits are uprated, 
including a switch from being uprated by inflation as measured by the Retail Prices 
Index to the Consumer Prices Index, then being capped at a 1% uprating, lower than 
inflation, since 2013.  
 
The effects of previous changes have been subtle, but can have a significant impact 
on the ability of benefits to provide for basic essentials for claimants. Sheffield 
Hallam University calculates that the estimated loss of the 1% uprating policy to the 
Scottish economy was £230 million per year or £65 for every working age adult in 
Scotland.vi  
 
If these Sections remain in the Bill, we can expect the impact to be even more 
severe over the next four years, particularly if there is any significant rise in inflation 
before 2020, which could lead to a rapid increase in benefit claimants being unable 
to afford to pay for essentials. CAS is concerned that this may increase the number 
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of CAB clients who are unable to make ends meet, who accrue priority debt or 
require a referral to a food bank. 
 

Changes to child tax credit and child element of Universal Credit 
(Sections 11 and 12) 
 
CAS recommends that the Bill is amended to remove Sections 11 and 12 and 
would urge MPs to vote in favour of any amendments which seek to achieve 
this. 
 
CAS recommends that MPs vote in favour of new clause NC1 which would 
repeal the recent regulations making changes to tax credits. 
 
The Bill proposes a number of changes to tax credits, which will reduce the support 
available to low-earning in-work families. They will limit tax credit support to the first 
two children only; and remove the family element from tax credits, currently worth 
£545 per year from April 2017. This is in addition to regulations already passed by 
Parliamentvii which will reduce the income threshold for tax credits; and increase the 
rate at which tax credits are withdrawn (the ‘taper rate’) from April 2016. 
 
The sum total of this would be a substantial cut to the income of low-earning families, 
which make up a significant share of Scotland’s population. As at April 2015 there 
were 349,900 households in Scotland in receipt of tax credits, around 14% of all 
households in Scotland.viii  
 
Whilst estimates from a range of sources vary, they all concur that the scale of the 
cut on families that receive tax credit support will be substantial. The House of 
Commons Library briefing on the changes calculates an average loss across all in-
work families in the region of £1,300 in 2016-17, although this will be higher for a 
number of families.ix 
 
The Scottish Parliament Information Centre calculates that 197,200 families in 
Scotland will be affected by the changes, with UNISON producing a similar estimate 
which also forecasts the losses as being up to £3,000 per year.x 
 
According to calculations by the GMB union, 80% of in-work families in receipt of tax 
credits face a minimum cut of £23.72 per week, a substantial amount when the 
average tax credit recipient in Scotland receives £113.46 per week.xi 
 
The summer Budget also brought increases to the personal tax allowance and 
introduction of a new higher National Minimum Wage rate, but according to analysis 
from the Institute of Fiscal Studies this would only make up for 26% of the tax credit 
losses on average, a net loss of around £550 per year.xii The Joseph Rowntree 
Foundation calculates that a range of in-work household types would fall short of the 
minimum income standard in 2020, despite rises in the National Minimum Wage.xiii  
 
The Resolution Foundation estimates the cumulative effect of the changes 
announced in the summer Budget will result in an extra 200,000 children across the 
UK being dropped into poverty in 2016, the majority from in-work households.xiv  
 



5 
 

In April 2012, the eligibility rules for Working Tax Credit and Child Tax Credit 

changed, negatively impacting on tens of thousands of Scottish families.xv By April 

2014, the number of in work families in Scotland receiving in work tax credit support 
had reduced by 97,300 compared to two years previously (a reduction of 27% in the 
number of families).xvi As a result of these changes, and others to come, the 
contribution of state support to family incomes has declined and will decline further. 
Citizens advice bureaux have advised clients who have lost their entitlement to tax 
credits and subsequently fallen into financial difficulties. 

 An East of Scotland CAB reports of a client who wanted to know how 
to access a food bank as she and her partner simply could not make 
ends meet, The client had fallen into financial difficulties following 
the change in the rules for Working Tax Credit. The bureau referred 
the client to a local church for a food parcel. The client is going to try 
to increase her employment hours in order to receive tax credits 
again. 

 A West of Scotland CAB reports of a client who is struggling 
financially after being unable to get an increase in work from his 
current part-time employment. The client is struggling with food and 
fuel bills and cannot afford to provide support to his two children 
who live with their mother. The bureau advised that the client would 
be entitled to Working Tax Credit if he could get employment of 30 
hours per week. The client will try to increase his hours again, but 
will need a food parcel if he cannot. 

 
Citizens Advice Scotland have been increasingly concerned by the high level of in-
work poverty in Scotland, and the increasing number of CAB clients who are 
struggling to pay for essentials despite being in work. Common problems have 
included low pay, childcare costs and availabilityxvii, misuse of zero hours 
contractsxviii as well as lack of support from the in-work benefits system. 
 
CAS is concerned that these changes risk undermining one of the positive features 
of the introduction of Universal Credit and the Government’s ambitions to ‘make work 
pay’. Most importantly, we are concerned that the worrying rise in CAB clients who 
are in work but struggling to pay for essentials will increase. 

 
ESA (Work-Related Activity component) and Universal Credit 
(Limited Capability for Work component) (Sections 13 and 14) 
 
CAS recommends that the Bill is amended to remove Sections 13 and 14 and 
would urge MPs to vote in favour of any amendments which seek to achieve 
this. 

 
The Bill proposes to reduce the value of the Work Related Activity Group (WRAG) 
component of Employment and Support Allowance (ESA) to the same rate as 
Jobseeker’s Allowance (JSA). Currently work-related activity ESA is £29.05 per 
week higher per week than JSAxix. 
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ESA claimants – those that undergo a Work Capability Assessment and are found 
unfit for work – are placed into one of two groups: the ‘Support Group’ for people 
who are not currently capable of any sort of work-related activity, and the WRAG for 
people who are not currently able to work but are deemed to be capable of work-
related activity, such as attending training programmes or CV workshops. 
 
CAS is concerned about the proposals in the Bill for a number of reasons. Firstly, 
people in the WRAG are suffering from ill-health or disability. They have greater 
needs and may incur additional costs as a result, as unlike JSA claimants they are 
not expected to be ready to start a job and are more likely to be long-term 
unemployed. However, CAS has also been concerned about cases related to the 
Work Related Activity Group (WRAG) for some time where CAB clients have been 
inappropriately placed in the WRAG, as it is clear they are not capable of carrying 
out work-related activity and should really be in the Support Group.  
 

 An East of Scotland CAB reports of a client who had received a letter 
regarding a sanction, but the letter did not say how long this was for. 
The client suffers epileptic fits and had not attended a Triage interview 
as when he comes around he cannot remember the previous 24 hours. 
When he phoned to explain why he had not attended he was told that he 
was not allowed to use same excuse twice. He would like to appeal. 

 
These claimants, who can be extremely vulnerable, are often sanctioned and lose 
part of their entitlement for long periods of time, which has a damaging effect in itself. 
However, this change would mean that if they are unable to complete the mandatory 
work-related activity and are sanctioned they lose all of their income rather than just 
a portion. Citizens Advice Scotland is already concerned about the cases where loss 
of income from benefit claimants has made their health deteriorate and we are 
concerned that this move will worsen that. 
 

 An East of Scotland CAB reports of a client who is in the WRAG who is 
unable to attend the Work Related Activity sessions because of mental 
health issues.  Since late November 2014 she has received at least 13 
requests to attend WRA sessions, and has managed to comply with the 
last four sessions from 9 April 2015, as she can only attend if 
accompanied by her very disabled sister. The client has received nine 
sanction decision letters because of her failure to take part in WRA. 
Despite her compliance almost two months ago, she has received no 
decision letter to pay her the due amount of ESA from that date.  
 

 An East of Scotland CAB reports of a client who lives alone and claims 
ESA due to his addiction issues as well as mental health problems. The 
client had had issues with previous Fit Notes that he needed to provide 
for his ESA claim (need to provide to keep claim in payment until told 
otherwise) and this had resulted in delayed and stopped payments. This 
had caused client to become unwell and also start to use drugs again.  
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Universal Credit: work-related requirements (Section 15) 
 
CAS recommends that the Bill is amended to remove Section 15 and would 
urge MPs to vote in favour of any amendments which seek to achieve this. 
 
The Bill proposes that the work-related requirements for parents who claim benefits 
are increased. Currently lone parents need only attend work-focused interviews or 
work-related activity until their child is five. The changes mean that all parents will be 
expected to be available for, and actively seek work from the time their youngest 
child turns three. 
 
This however assumes that childcare is both available when parents need it, and is 
affordable. CAS has previously reported of CAB clients who have had to give up 
work because of a lack of suitable childcare that they can affordxx. The costs of 
childcare in Scotland can vary considerably between local authorities with part-time 
nursery care in the most expensive local authority being £3,341 per year more than 
in the neighbouring local authorityxxi. In many places, particularly rural areas, there is 
no suitable childcare available. 
 

 A West of Scotland CAB reports of a client who is a single parent with a 
two year old child. She is keen to return to work and has been offered a 
job. Whilst her childcare costs would partially be met by tax credits, she 
would be unable to take on the job as there are no childcare facilities in 
the local area, she is unable to drive and there is a lack of regular public 
transport. 

 
CAS is concerned that without significant improvements parents will be unable to 
take up job offers due to a lack of available or affordable childcare and would be at 
risk of a benefit sanction. This is particularly the case for lone parents. 

 
Loans for mortgage interest (Sections 16 to 18) 
 
CAS recommends that the Bill is amended to remove Sections 16 to 18 and 
would urge MPs to vote in favour of any amendments which seek to achieve 
this. 
 
The Bill proposes changing the current Support for Mortgage Interest (SMI) scheme 
into a loan rather than a payment from April 2018. 
 
At present, citizens advice bureaux in Scotland do not see a great deal of cases 
relating to the SMI scheme, but CAS would be concerned that this would 
increasingly become a problem if the system were changed, as people who are 
already in mortgage arrears would accrue even more debt. This would lead to the 
risk of repossessions and serious multiple debt being increased, and would restrict 
the support available to prevent homelessness. 
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Immediate payments of PIP for people who are terminally ill (NC3) 
 
CAS recommends that MPs vote in favour of new clause NC3 
 
CAS has been concerned about the impact of the transition from Disability Living 
Allowance (DLA) to Personal Independence Payment (PIP) and issues faced by 
CAB clients.xxii xxiii Since its introduction, new claimants have experienced significant 
problems in claiming PIP, particularly as a result of delays in the assessment and 
decision process, and they have turned to their local CAB for advice and support. 
The majority of the 190,000 existing DLA claimants are due to be migrated to PIP 
between October 2015 and October 2017. 
 
The evidence we have received from bureaux shows that too many people are still 
experiencing problems in claiming PIP, including significant delays in receiving any 
money. This is causing considerable distress for many sick and disabled people in 
Scotland, often leaving them facing severe hardship and unable to meet basic living 
costs. This is particularly crucial when a person is terminally ill, and may not live long 
enough to undergo a full assessment, and spending their final weeks without being 
able to cover their living costs. 

 
Independent inquiry into the sanctions regime (NC4 and NC12) 
 
CAS recommends that MPs vote in favour of new clause NC4 or NC12 
(whichever is called). 
 
In 2012, the UK Government introduced a tougher sanctions regime for Jobseeker’s 
Allowance (JSA) and Employment and Support Allowance (ESA). The penalties 
became more severe: for JSA, the minimum duration of a sanction rose from one 
week to four weeks; the maximum duration rose from six months to three years. 
Between the end of 2012 and March 2015, nearly 170,000 sanctions have been 
applied in Scotland, affecting over 94,000 individuals. This means that around 200 
sanctions are applied in Scotland every day.xxiv  
 
Most sanctions are applied to claimants of Jobseeker’s Allowance. An average of 
5.5% of JSA claimants are sanctioned per month.  There have been almost twice as 
many JSA Work Programme sanctions as there have been job outcomes.  In 
2014/15, citizens advice bureaux in Scotland dealt with 4,400 sanctions issues. 
 
An independent review by Matthew Oakley in 2014 made a number of 
recommendations to improve the current system.xxv While progress has been made, 
we remain concerned about the slow implementation of many of the 
recommendations which do not seem to yet be making much difference on the 
ground.  
 
The Oakley Review was also too narrow in its remit, focusing primarily on 
communication issues with JSA claimants sanctioned after being referred to a 
mandatory back to work scheme. It did not consider the wider sanctions regime or 
the impact it is having.  
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We therefore strongly support the recommendation of the Work and Pensions 
Committee for a broad independent review of benefit conditionality and sanctions.xxvi 
This review should examine the effectiveness of the current regime in meeting its 
stated purposes as well as the wider social impacts of sanctions including food bank 
referrals and destitution. 
 
This review should also consider how the sanctions regime will operate under 
Universal Credit (UC). For example, unlike the current rules, under UC clients could 
be sanctioned for leaving, or turning down, a zero hours contract job because it does 
not provide enough regular hours. Claimants will have to wait twice as long before 
they can apply for hardship payments (four weeks instead of two), and many will be 
required to repay the hardship payment once their sanction ends (under the current 
system, hardship payments are non-recoverable). 

 
Report on quality of jobs created (NC6) 
 
CAS recommends that MPs vote in favour of new clause NC6. 
 
Scotland’s Citizens Advice Service is the most common external source of advice for 
employees who experience problems at work. In 2014/15 clients sought advice on 
50,625 new employment issues, a rise of 12% in the last four years and now at its 
highest ever level. Common issues include low pay, withheld wages, misuse of zero 
hours contracts, as well as unfair dismissal, bullying, exploitation, racism and 
discrimination.xxvii 
 
Additionally, citizens advice bureaux see first-hand the effects of in-work poverty, 
with a growing number of working clients seeking advice because they are struggling 
to pay for essentials. These twin problems – unfair employment practices and low 
paid jobs – represent a worrying trend in recent years and ones which CAS believes 
need to be addressed. We support moves to improve the quality of jobs, ensuring 
that workers’ basic employment rights are respected and that in-work poverty is 
reduced. 

 
Restrictions to Housing Benefit for young people to be made by 
primary legislation (NC10) 
 
CAS recommends that MPs vote in favour of new clause NC10. 
 
In the Summer Budget, the Chancellor of the Exchequer announced that from April 
2017, young people aged 18 to 21 who claim Jobseeker’s Allowance would lose their 
automatic entitlement to Housing Benefit. 
 
On the face of it, this has the potential to have a devastating impact on 
homelessness. Young people are already more likely to become homelessxxviii and 
struggle to pay high rents on a low income, partly due to the fact that young people 
already entitled to less support from the benefits and National Minimum Wage 
systems.xxix 
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As of official figures from February, there are 10,852 Housing Benefit claimants in 
Scotland aged between 18 and 21.xxx Housing Benefit is the biggest issue that young 
people aged under 25 seek advice about from a citizens advice bureau in Scotland.  
 
However, it appears to be the intention that exemptions will be made for certain 
young people who would particularly be at risk of being made homeless by the 
changes, although these have yet to be announced. CAS would support these 
changes being made by primary legislation rather than regulations to enable the 
proposals to be closely scrutinised by the House to ensure that young people are not 
made homeless as a result. 
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 Those aged under 25 already receive a lower rate of Jobseeker’s Allowance (£57.90 per week 
compared with £73.10) and are not entitled to claim full Housing Benefit (restricted to the value of a 
bed-sit or a single room in shared accommodation). The National Minimum Wage for 18-20 year olds 
is £5.30 per hour, compared with the adult rate of £6.70 and the new ‘National Living Wage’ rate of 
£7.20 per hour. Those aged under 25 also cannot claim Working Tax Credit unless they have a 
disability. 
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