


The Audit Commission promotes the best use of
public Mmoney by ensuring the proper stewardship of public
finances and by helping those responsible for public services to
achieve economy, efficiency and effectiveness.

The Commission was established in 1983 to appoint and regulate the
external auditors of local authorities in England and Wales. In 1990 its role
was extended to include the NHS. In April 2000, the Commission was given
additional responsibility for carrying out best value inspections of certain
local government services and functions. Today its remit covers more than
13,000 bodies which between them spend nearly £100 billion of public
money annually. The Commission operates independently and derives most
of its income from the fees charged to audited bodies.

Auditors are appointed from District Audit and private accountancy firms
to monitor public expenditure. Auditors were first appointed in the 1840s
to inspect the accounts of authorities administering the Poor Law. Audits
ensured that safeguards were in place against fraud and corruption and
that local rates were being used for the purposes intended. These founding
principles remain as relevant today as they were 150 years ago.

Public funds need to be used wisely as well as in accordance with the law,
so today’s auditors have to assess expenditure not just for probity and
regularity, but also for value for money. The Commission’s value-for-money
studies examine public services objectively, often from the users’
perspective. Its findings and recommendations are communicated through
a wide range of publications and events.

For more information on the work of the Commission, please contact:
Sir Andrew Foster, Controller, The Audit Commission,

1 Vincent Square, London SW1P 2PN, Tel: 020 7828 1212

Website: www.audit-commission.gov.uk
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the national perspective

Liaison and Partnership Arrangements

Councils depend on other organisations to provide a good service,
and they may need to seek partners — from the private sector or from
other councils — to improve.

Simplifying the Regulations

Government efforts to simplify the scheme are welcome, but a wider
range of options need to be explored, paying particular attention to
the needs of genuine claimants.

Improving the Funding Regime

The DWP should shift the emphasis away from penalising error, and
instead reward good performance and customer focus, ultimately
giving good councils some flexibility.

Conclusions and Recommendations

Current efforts by both local and central government must continue
to ensure that housing benefit services work effectively.
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PREFACE

Preface

Housing benefit (HB) is a service that many councils struggle to deliver
well. Poor performance can have a drastic impact on claimants’ lives,
leading to increasing hardship, stress and the threat of eviction. Too few
authorities meet the best standards; although some can process new claims
within 20 days, others take 100 days or more on average. Much of the

9 per cent increase in complaints to the Local Government Ombudsman in
2000/01 was the result of complaints about HB administration.

Over the past ten years, the Commission has published several reports on
housing benefit. The first of these, Remote Control, called for a national
system that encouraged local quality control (Ref.1). In 1997, following
work with the National Audit Office (NAO), it published Fraud and
Lodging, which called for more effective work against error and fraud
(Ref.2). An update on this work (Ref.3) was published in April 1999 and in
2000, the Commission gave evidence to the Social Security Committee’s
inquiry into housing benefit (Ref.4).

This report follows the Audit Commission’s paper Housing Benefit
Administration — Learning from Inspection, published in October

2001 (ret.5). That paper focused on the action that local authorities could
take to improve the service: raising the profile of the HB service; managing
performance, staffing and training; responding better to claimants; and
dealing with changes to the service in a constructive way (Appendix A).

But the paper did acknowledge that local authorities cannot be expected
to solve all of the problems associated with HB administration on their
own. Some of these problems may be due, in part, to the complex system
of rules and regulations laid down by central government, and within
which local authorities have little room to manoeuvre. The number and
variety of statutory and non-statutory agencies involved in service delivery
also adds to the confusion.

Section 34 of the Audit Commission Act 1998 enables the Commission to
report on the impact of central government directions on economy,
efficiency and effectiveness in provision of local government services. This
report therefore makes recommendations to central government about the
ways in which the HB system needs to be improved, from a national
perspective. Its objectives are to make the system:

e casier for local authorities to administer; and
* most importantly, more focused on the three million households that

rely on the service.

The study team consisted of Patrick Clackett, Geoffrey Rendle, Vicki
Dimmick and Patricia French under the direction of Greg Birdseye.
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This study is based on fieldwork carried out at a number of local
authorities, discussions with the Department for Work and Pensions
(DWP) and other stakeholders, and contributions from an advisory group
(Appendix B). The study also drew upon research material including
reports produced by the Audit Commission Inspection Service and the
Benefit Fraud Inspectorate (BFI) collected during the previous ‘Learning
from Inspection’ study. The Audit Commission is grateful for all these
contributions. However, responsibility for this paper’s conclusions rests
with the Commission alone.
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Introduction

1. One in seven households in England and Wales depends on housing
benefit (HB) to meet their basic housing needs. The key statistics about
HB [BOX A, overleaf] show that the service affects people who rent from every
housing sector, and that even good authorities can take 36 days on average
to process a new claim, making mistakes on 2 per cent of claims. The
speed of processing claims has worsened over the years, despite the fact
that the number of claims has fallen. In 2000/01 only 63 per cent of

claimants received their benefit within 14 days of gathering all the
required information, as specified by the HB regulations [EXHIBIT 1].

2.

HB services have gone through major challenges in the past ten years.

For example, there has been:

an increasing emphasis on tackling fraud - since 1998 many councils
have adopted the Government’s ‘Verification Framework’ (VF), which
embodies tighter requirements for the evidence that claimants have to
produce;

difficulties in recruiting and retaining benefits staff; and

many other changes, such as new rules on entitlement in 1996 which
reduced the sums payable to most private sector tenants claiming HB
for the first time.

EXHIBIT 1

Trends in workload and performance
(Great Britain)

The speed of processing HB claims has
worsened over recent years, despite the
fact that the number of claims has fallen.

Note. Broadly speaking, council tenants
receive HB as rent rebates, while others
receive rent allowances. See Appendix C for
more details.

Source: Department for Work and Pensions
management information
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BOXA

Key facts about housing benefit

1. Who gets housing benefit? and how much? [November 2001]

Council tenants Recipients Average payment per week
England 1.63 million 51% £46
Wales 121,000 59% £41
Housing association tenants
England 0.91 million 29% £59
Wales 38,000 19% £51
Other private sector tenants
England 0.63 million 20% £67
Wales 46,000 22% £55

2. Total payments (England and Wales, 2000/01 estimates)
Rent rebates (mostly to council tenants) £4.6bn
Rent allowances (mostly to non-council tenants) £5.1bn

3. What do authorities that are performing well achieve?

English authorities at the best quartile in 2000/01 processed:

e new claims in an average of 36 days;

e changes to current claims in an average of 9 days; and

e 98 per cent of claims correctly, as judged by supervisory checks.

4. How satisfied are users? [2000/01]

In English authorities, satisfaction levels range from 62 per cent of users (overall) who are satisfied with clarity of
forms and leaflets, to 82 per cent of users (overall) who are satisfied with staff in benefit offices.

5. What does it cost to administer? [1999/2000]

(average across authorities) per claimant
London boroughs £150
Unitary and shire district authorities £105
Metropolitan borough councils £75

Welsh authorities £68

Total cost of administration (including council tax benefit) £480m

Source. 1. Department for Work and Pensions (Ref. 6)
2. Ref. 7
3. and 4. Best Value Performance Indicators, 2000/01 (Ref. 8)
5. Audit Commission Performance Indicators, 1999/2000 (Ref. 9)



a lot of attention has
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INTRODUCTION

3. By its nature, HB is complex. It is not easy to administer a means-
tested benefit that takes account of a variety of frequently changing
income- and housing-related needs and is paid regularly to a large number
of people, without undue error or fraud occurring. Central government,
key stakeholders and the Audit Commission recognise this complexity.

4. But while a lot of attention has been paid to reform over the years,
culminating in evidence given by many stakeholders to the House of
Commons Social Security Committee during 1999/2000 (Ref.4), little has
changed. In fact, the HB system gets more complicated each year. Both the
volume and diversity of HB regulations have risen dramatically; in 2001
alone, the Department for Work and Pensions (DWP) made 50 separate
notifications or announcements about HB administration, ranging from
major changes to minor communications.

5. Most ideas for reform have been unsuccessful because it is difficult to
simplify or improve the HB system for one group of people without either
making others worse off, or increasing the cost to the public purse. For
example, changes introduced in 1996 treated new private-sector claims
broadly less generously than previously (existing pre-1996 claimants’
benefits were protected). To reverse the 1996 changes now would either
increase the total cost of the national scheme (if everyone were to be
assessed on the pre-1996 rules) or make people with pre-1996
arrangements worse off.

6. However, the Government has recently looked again at making
changes to the HB system. The Green Paper, Quality and Choice: A
Decent Home for All (Ref. 10) published in April 2000, recognised that HB
has an important role to play in supporting people moving from welfare to
work, in the social inclusion agenda and in the Government’s wider
housing objectives. In the short term, the Government is not planning to
make sweeping changes to the whole HB system, but aims to stimulate
better performance in local authorities by:

e promising to free up or simplify aspects of the scheme;

® issuing a performance framework that sets out clear targets for service
delivery; and

e establishing a ‘help team’ and ‘help funds’ to support councils that are
experiencing difficulties.

7. And in 2001, the Welsh Assembly Government published the national
housing strategy for Wales (ref. 11). Recognising that housing policy (which
is devolved to the Assembly) and HB policy (which is not devolved) need
to reinforce each other, the Assembly stated that it would:

e press the UK Government to abolish all restrictions on HB
entitlements for people under 25; and

e ensure that the DWP is made aware of Welsh views on opportunities
for giving claimants more choice about their housing.
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The current willingness
to reform HB is
welcomed by many, but
there is much debate...

about what form change

should take...

The strategy is however generally supportive of the UK Government’s
proposals on HB, and particularly on the proposals for securing better
administration of HB; it is these points which are relevant to this Audit
Commission report.

8. The current willingness to reform HB is welcomed by many, but there
is much debate within local government, voluntary bodies, such as Shelter
and the National Association of Citizens Advice Bureaux (NACAB),
stakeholders and government departments about what form change
should take in the longer term. Some key questions include:

® should ‘shopping incentives’ be introduced whereby claimants retain
some of the benefit if they accept lower rented accommodation?

e should housing credit replace housing benefit? and

e how will restructuring rents in social housing impact on HB?

9. Meanwhile public concern about the performance of existing HB
services has continued to increase and this has led the Commission to
produce its two recent publications:

e the October 2001 ‘Learning From Inspection’ paper, on the role of
local government (Ref. 5); and

e this report, which examines how central government and other
agencies can help local authorities to deliver a good service.

Taken together, these publications make both short- and long-term
recommendations to:

* Jocal government, encouraging authorities to explore the options for
better service delivery;

o other stakeholders — housing associations, the voluntary sector and
other agencies — who have an interest in the way that HB is delivered;
and

o central government, — identifying options which it can pursue to
improve HB administration relatively quickly — recognising the
changes to HB that may happen as part of the Government’s longer-
term reforms of welfare and social housing.

10. This report therefore encompasses three themes, which are explored in
the next three chapters:

o ligison and partnership arrangements: recognising that fundamental
change to the HB system would take time, this report first describes
how the current system can work better if there is better joint working
with statutory agencies, the voluntary sector and landlords, and better
partnership with the private sector and with other councils;

o simplifying the regulations, especially those that define who is entitled
to benefit and how their benefit will be assessed; these regulations
have become increasingly complicated over time, and have caused
problems and confusion for both claimants and councils; and
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e improving the funding regime through which central government
departments subsidise some of the costs that councils incur in
administering the scheme and paying claimants, including the penalties
and incentives that it includes.

The first of these should produce a direct improvement in how claimants
experience the system. The last two should free up managers’ and staff
time. This can lead either to reduced administration costs, or to efforts
being redirected, for example to improving the service, and guarding the
system against fraud.
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Liaison and Partnership
Arrangements

In administering housing benefit, local authorities depend on
other organisations, particularly government agencies, to help
them to provide a good service. Voluntary-sector bodies and
landlords can also contribute to this. In addition, councils need
to consider the scope for sharing aspects of service provision
with the private sector or with other local authorities —

particularly where they lack capacity to develop the service.

10
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1. While most people accept that some form of change to the national
scheme is inevitable in the longer term, there is still much that can be done
at the local level to improve HB administration in the short term.
Performance is dependent on the action taken not only by local authorities
but on that taken by many others outside the council [EXHIBIT 2]. HB is not a
stand-alone service — it requires effective liaison with others. There are two
aspects to this. Firstly, councils need to work with other organisations to
help to improve the service to individual claimants:
e joining up with government agencies": liaising effectively with
Jobcentre Plus", the Rent Service and, with the advent of tax credit
schemes, the Inland Revenue;

e engaging with the voluntary sector; and

e involving landlords, including housing associations, in HB administration.
And secondly, where councils lack capacity — in terms of IT, staffing or
resources — they need to explore how other partners might help to develop

the service as a whole through partnerships with the private sector, and
with other authorities.

| Appendix C describes briefly the HB system and the main agencies involved.
Il Jobcentre Plus is a new agency of the DWP which has taken over services previously provided
by the Benefits Agency and the Employment Service — see Appendix C.

EXHIBIT 2

Organisations potentially involved in the housing benefit service

Performance is dependent upon many others outside the council.
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Government agencies

12. Local authorities have relied on the Benefits Agency (BA) (and its
successors) to supply information needed to assess and check most HB
claims. In recent years the BA has worked to improve this flow of
information. The DWP has set standards in a model service level
agreement (SLA) which it encouraged local BA offices and local
authorities to take up [BOX B]. Many aspects of this agreement have been
identified as good practice in previous Commission research into SLAs in
local government (Ref. 12). With encouragement from local authority
associations, the DWP is now developing SLAs for all organisations
involved in welfare benefits.

13. However, in practice these standards have often not been met. A BFI
report published in August 2001 found, for example, that only 45 per cent
of sampled claims had been despatched to local authorities within the
specified two working days, and that only a small minority of the BA
offices visited were performing well in terms of their service to local
authorities (Ref. 13). There are two key problems.

BOX B

Features of the model SLA between Benefits Agency offices and local
authorities

The SLA set out core service requirements between the former Benefits

Agency (BA) and the local authority, and the performance targets to be met

by each. It required the BA to:

e send HB claim forms to the local authority within two days;

e tell the authority about customers’ entitlements to extended benefit
payments...

e ...and about changes in Income Support and Jobseeker’s Allowance
entitlements;

e deduct HB overpayments and rent arrears from current Income Support

or Jobseeker’s Allowance payments; and

e take action on requests from the authority for National Insurance
number traces.

Regular meetings between the BA and the authority formed part of the SLA.
The authority also undertook to notify the BA of any changes in a claimant’s
circumstances that affected their entitlement to Income Support and
Jobseeker’s Allowance.

Source: Audit Commission, based on DWP circular A24/2001

12
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the relationship between
councils and local
benefit offices is very

much one-way...

1a. First, SLAs need to represent a genuine agreement produced in
discussions involving two parties, reflecting a mutual interdependence in
delivering the service. But the relationship between councils and local
benefit offices is very much one-way: councils need Jobcentre Plus offices
to supply information about claims, yet Jobcentre Plus relies much less on
councils. The nature of this relationship may explain why some local
authorities have felt that they experienced a poor service from BA: for
example, where BA resources were stretched, local authority HB work
might get a lower priority than work on centrally administered benefits.

15. The second problem, identified by the BFI, was the lack of monitoring
of these standards, and of accountability for them, within the former BA.
There is often a risk that when performance begins to drop, for whatever
reason, an SLA is soon being ignored as unrealistic or irrelevant. To
counter this, SLAs between independent bodies need the backing of senior
management; key monitoring information should be reported upwards
and be openly available. Local authorities are publicly accountable for
their performance on HB administration, but are dependent in part on the
performance of Jobcentre Plus offices. The DWP should, therefore,
strengthen its monitoring and performance management of standards in
relation to HB work in Jobcentre Plus offices. (The Audit Commission
recommended the publication of BA performance against SLAs as long
ago as 1993 (ref.1)).

16. The good practice contained in the existing SLAs now needs to be
extended to the Inland Revenue, The Pension Service and other bodies that
are responsible for supporting people through tax credit schemes. The
move towards tax credits rather than benefit as the main means of support
for people in work makes it even more important for arrangements
between government agencies and local authorities to work effectively;
managers in these organisations should be held responsible for developing
effective communication systems with councils within the SLAs. For
example, it should become routine that when the Inland Revenue awards a
tax credit to a claimant based on annual income, it tells the local authority
about any short-term changes to income that affect HB entitlement.

12. Some local authorities have said that the Data Protection Act 1998
(DPA) hinders them from obtaining from other agencies all the
information that they need to decide a claim, because this is not
compatible with the purpose for which the data was originally collected.
For example, some former BA offices did not release any information
concerning non-dependants, although councils need to take their income
into account when the HB award is calculated. The Government has
announced (Ref. 14) that it is investigating how authorities can be given
tailored access to a wider range of centrally administered data. To this
end, the DWP and its agencies should actively look for ways in which
claimants can give consent to exchange of personal data for benefits
purposes, and should continue to seek advice from the Office of the
Information Commissioner on these matters. The DPA provides

13
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The DPA should not be
a barrier where local
authorities and claimants
would, and should,
benefit from data being
more routinely shared.

safeguards against loss of privacy where people have real concerns, but
this should not be a barrier where local authorities and claimants would,
and should, benefit from data being more routinely shared.

18. Rent Officers (ROs)' have the important task of ensuring that the HB
scheme does not subsidise unduly high rent levels in the private sector.
Accordingly, local authorities must refer most claims by private-sector
tenants to the local RO. This extra step in the HB process could
potentially increase complexity and lengthen processing times. However,
since becoming an agency of the Department of Transport, Local
Government and the Regions (DTLR), the Rent Service (RS) has done a
great deal to make Rent Officer processes more systematic and respond
effectively to claimants and local authorities:

e All RS offices are meeting or exceeding their statutory and Secretary of
State targets (embodied in local SLAs with local authorities). For
example, they currently process 87 per cent of referrals (against a
target of 80 per cent) in three working days". In a number of areas the
RS and local authority parallel-process cases to further reduce the
processing time.

e Prompt turnaround by the RS also directly assists those claimants who
require an estimate of how much HB will contribute to their rent if
their claim is successful: such ‘pre-tenancy determinations’ are
normally completed within five working days.

e Pilot work by the RS to exchange data electronically with local
authorities should further streamline the service and, if the pilots are
successful, should be extended to all councils as soon as possible. The
RS expects that the roll-out will be completed by the end of 2002/03.

In turn, local authorities need to play their part by contacting the RS
promptly with the full details that it needs.

The voluntary sector

19. Advice organisations, such as Citizens Advice Bureaux (CAB) also
have a role to play in HB administration, as do charities that support
vulnerable people, such as Shelter and Age Concern. These organisations
can do much to assist claimants and authorities with HB claims — they
often act as a first contact point for claimants, advise them of their
entitlement and check that they have the necessary proof to support their
claim [CASE STUDY 1].

| Further details are at Appendix C.

Il If the rent officer needs to inspect the property, the target is 85 per cent within 15 days to
complete the referral.

14
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CASE STUDY 1

How the voluntary sector can help

At Basingstoke and Deane Borough Council, local charities such as the YMCA
and English Churches Housing Association assist their clients when they
apply for HB. The charities check that their clients have the right information
to claim, help to book an appointment with the HB office and may even
accompany vulnerable clients to the Council. The English Churches Housing
Association also provides the Council with a weekly list of all their clients
(whether on HB or not), so that the HB assessor, who is allocated full time to
dealing with these clients, can keep track of their claims and deal with
changes as soon as they occur.

Source: Audit Commission

20. Some authorities have formal arrangements with such organisations.
Council officers can, for example:

e provide advice about dealing with the questions that claimants ask;
e attend regular surgeries at advice centres; and

e distribute stocks of the local authority’s claim form so that the
organisations can help callers to complete them on site.

Regular liaison meetings can provide an important forum for feedback
and consultation on a wide range of matters relating to local policy and
practice.

21. Some councils have benefited from the assistance of voluntary
organisations in vetting and preparing claims prior to assessment, but have
then found that the Verification Framework (VF)' rules prevent them from
relying on such work. Yet voluntary bodies might properly undertake at
least part of the VF checks, provided that they can demonstrate that they
are meeting the requirements of the framework.

22. However, while voluntary sector bodies can contribute to good HB
administration in these ways, any working agreement between them and
the council must recognise that their overriding responsibility is to act
impartially and independently on behalf of their clients.

| See Appendix C.

15
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Involving landlords

23. Sound working arrangements between housing associations (HAs) and
local authorities are essential. In 2000/01, 28 per cent of all claimants
were in HA accommodation, and this will increase substantially as a result
of voluntary transfers of stock (LSVTs) from local authorities to HAs. HB
remains an important service to LSVT tenants; so the implications of
LSVT for HB administration need careful attention, starting well before
the transfer, to ensure that the system continues smoothly as the new
council-landlord relationship develops. The Commission’s parallel study
into stock transfer (due to be published in November 2002) will comment
further on these concerns.

24. There is always scope for joint work between housing managers (in all
sectors) and benefits sections on issues such as supporting vulnerable tenants,
detecting fraud or dealing with tenants’ movements. But for housing
associations this can be more difficult to organise than for council properties,
because HA tenants are one step removed from the local authority, receiving
rent allowances rather than rent rebates. This increases the scope for delay
and error, impacting on the claimant and on HA rent arrears.

25. HAs could have a direct role to play in administering HB. As
landlords, they have access to details of tenancies and to certain changes in
circumstances that affect the claim. They should, therefore, be able to help
to prepare claims and should share information. The DWP has recognised
this potential role by sponsoring a pilot exercise that allows selected HAs
to verify claimants’ documents under the VF regime'. In time, authorities
and HAs throughout the country may be allowed to work in this way,
provided that the following issues can be resolved;

o [s the arrangement always cost-effective? Shared responsibility may be
relatively straightforward when one council is dealing with relatively
few HAs; but where many HAs are involved, or where very large HAs
deal with several councils, the arrangement is likely to be just as
complicated as dealing with many private landlords.

o Where should the costs fall? HAs dealing with relatively small
numbers of claimants may be able to absorb the costs of VF or claim
building, but where numbers are large, for example, following an
LSVT, such costs will rise. Who will pay — the local authority or the
housing association?

o What about conflicts of interest? There is a tension between the HA as
a landlord that wants to maximise its income from HB as soon as
possible, and the new requirement to question evidence of identity
under VE. HAs already vary in their approach to HB: some insist that
the claimant has provided all the information necessary to support a
HB claim before the keys to the property are handed over. Others,
perhaps because they have more empty housing stock, may be less
proactive as long as the HB claimant gets on to the rent roll.

| HAs verify the claimant’s identity, and all the information required for the means test and the
rent payable.

16
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Developing capacity
through partnerships

LIATSON AND PARTNERSHIP ARRANGEMENTS

26. The Audit Commission’s previous paper on HB drew attention to the
importance of well trained staff to deliver the service, and adequate IT to
support it (Ref.5). But some councils struggle to recruit or retain staff, or to
invest sufficiently in IT to modernise their services. Such capacity
problems call for rigorous appraisal of all the options. Best value reviews
(BVRs) require authorities to challenge the way that services are provided;
and as part of a review, councils need to explore whether, in whole or in
part, the service can be performed by others — the private sector or other
councils. This section goes on to consider the contribution that
partnerships with the private sector, or with other councils, may make to
HB administration.

Private sector

21. Potentially, outsourcing can make a difference to any council service;

consideration of procurement options should be an important part of the

best value challenge agenda. The Audit Commission’s paper Competitive

Procurement, based on inspection and audit findings (published in March
2002) found that the benefits of good procurement most frequently cited

by councils were (Ref. 15):

® an increase in investment;

e cost reduction;

e achange in organisational culture; and

e a clearer focus on service objectives.

28. Since the mid 1990s, some 30 councils have outsourced their HB
service, either in whole or in part. Most that have done so have focused on

cost and service performance, but with varying success, to judge by trends

in performance indicators.

e Compared to in-house providers, a majority of outsourced services did
make cost-efficiency gains [EXHIBIT 3, overleaf]. Indeed, a few district
councils have made large gains since 1997/98.

e On speed of processing, however, a majority of outsourced services
showed little or no improvement even compared to in-house services
[EXHIBIT 4, overleaf].

e Almost no councils improved cost and the speed of processing
simultaneously, and there have been several well-publicised failures.

17
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EXHIBIT 3
Comparing the cost of administration

Average cost (£) of handling a HB or CTB claim: 2000/01
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Indicators (1997/98) (Ref. 16), and Best Value
Performance Indicators (2000/01) (Ref. 8)
EXHIBIT 4 Speed of processing: average time for processing new claims
Comparing the speed of processing (in days): 2000/01
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A majority of outsourced services 200 %
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compared to in-house services. 150 ] AL
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n
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Note. See note to Exhibit 3 above.

Source. Audit Commission Performance
Indicators (1997/98) (Ref. 16), and Best Value
Performance Indicators (2000/01) (Ref. 8)

The percentage of new claims for housing benefits from local
authority tenants processed within 14 days: 1997/98

= Speed of processing for non-outsourced authorities

Speed of processing for outsourced authorities
A London borough councils
< Shire districts

Unitaries

B Metropolitan borough councils
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29. To date, outsourcing HB has had a mixed track record in the 30 out of
400 authorities that have tried it. But discussions with some of these
authorities suggest that problems have often arisen because the process of
outsourcing has not been managed well:

e a poor HB service is unlikely to get better just by exporting it to the
private sector;

e quite often, the only real effect has been to substitute one management
team for another, with most of the in-house staff remaining (with their
terms and conditions following contracting out being protected under
the TUPE regulations);

e outsourcing has gone badly wrong where councils have not provided
accurate information on workloads, and contractors have failed to
anticipate workloads or attract well-trained staff;

e failure is also associated with loosely defined specifications, poor
tender evaluation and poor, or non-existent, performance monitoring;
and

e recovering from a past mistake is difficult — the scope to bring the
service back in-house may be limited where staff have already been
transferred to the private sector.

Some authorities that have made a success of outsourcing have turned
round a poorly performing contractor by building in incentives for better
performance: for example, by allowing the contractor to keep
overpayment recoveries above a certain threshold, rather than tying the
contractor and client side to a prescriptive regime of clauses and penalties.

30. In the right circumstances, and if carefully thought out and managed,
outsourcing can provide an improved service. Occasionally, a partial
outsourcing approach is preferable — providing many of the advantages
while avoiding some of the potential disadvantages. For example, some
councils have benefited from using the private sector to run post-opening
operations, IT systems, or to assist with customer access points. This can
allow private firms to lend proven expertise, rather than expecting them to
get to grips with a complex system that is difficult to manage. But
whatever the approach taken, councils that are about to involve the
private sector must have a clear sense of the service improvements that
they want, and they must ensure that any contractors they involve can
deliver a customer-focused service and better IT, as well as a cost
advantage.

Partnerships with other local authorities

31. The private sector is not the only potential partner: councils should
look to their fellow authorities for opportunities to increase efficiency and
provide better services to claimants. Most initiatives to date have focused
on shared training initiatives, the exchange of information on claimants,
joint fraud work or IT procurement. Indeed, about half of the DWP’s £1.8
million ‘help fund’ payments announced in February 2002 went to groups
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of councils who bid for training initiatives. Few authorities, however, have
explored the option of administering HB jointly with other authorities,
despite the fact that there are no legal barriers to shared working.

32. Some successful authorities are reluctant to share HB processing,
fearing that their performance might suffer if their resources are shared
with their neighbours. And poor performing councils may be too
concerned with sorting out their own problems to devote time to
negotiating partnership arrangements. Such hesitation is understandable,
but it is not a reason to do nothing. Indeed the opposite should be the
case: partnership is a potential way of overcoming difficulties sooner and
improving the use of resources.

33. Obtaining consensus is not easy — one promising joint initiative stalled
because of the difficulty of getting the partners to agree the details of the
shared arrangements [CASE STUDY 2]. These difficulties illustrate the importance
of all parties adopting an open, co-operative and flexible approach where at
all possible, so that the potential benefits of a partnership can be realised, to
the benefit not least of HB claimants and taxpayers more widely.

CASE STUDY 2

What can go wrong with sharing

Three councils agreed to draw up a single contract specification for the
processing of all their HB jointly, in order to benefit from more modern IT
and from economies of scale. One contractor expressed an interest, but
negotiations about the precise form of contract soon ran into difficulties.
These were due in part to:

differences of opinion about how the service would relate to the
customer — each council wanted its own style of ‘front desk’, to reflect
local circumstances, yet the contractor wanted a standard service for
customers;

location issues — staff in all of the councils (even those close to the
proposed new site) were reluctant to relocate;

disputes over the terms under which staff would transfer; and

perhaps most importantly, differing perceptions of where risk should lie
under the contract — both local authorities and the private partner
wanted to minimize their share of the risk.

The distinct cultural and political styles of each council contributed to these
difficulties. Unable to reach agreement, one council abandoned the
partnership, and shortly afterwards, the contractor walked away from
negotiations. Councils lost staff because of the continuing uncertainty and
the contractor had to absorb set-up costs. Now two of the remaining council
partners have agreed to concentrate on joint IT procurement.

Source: Audit Commission
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34. A shared political commitment to partnership is key — councils should
choose partners with suitable cultural and historical characteristics.
Despite the practical difficulties involved in joint working, local
authorities should continue to explore such options in the spirit of the
recent local government White Paper for England (ref. 17), and the Welsh
Assembly Government’s recent policy statement on local government

(Ref. 18).

35. Closer working with other organisations, outsourcing, and
partnerships can bring advantages, by making the HB system, as it
currently operates, work better. The recommendations overleaf, both short
and long term, address these aims. But more fundamental questions need
to be addressed, such as how the system itself can be improved or
simplified, so that all councils, in partnership or not, can deliver a better
service. These questions are considered in the next chapter.
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RECOMMENDATIONS

Liaison and Partnership Arrangements

Short term

1 The DWP should strengthen its monitoring and performance management of
standards of HB work in Jobcentre Plus offices (and in The Pension Service in due
course), and make comparative data available to local authorities and the public.

2 The DWP should promote to the Inland Revenue the importance of high standards and
good practice affecting HB administration (including SLAs).

3 The DWP should continue to examine whether Jobcentre Plus could lift some or all of
the restrictions on sharing data with local authority benefit sections, in advance of the
introduction of the planned Contract Management System.

4 The Rent Service should roll out electronic transfer of data to local authorities rapidly,
if the pilots are successful.

Longer term

1 Local authorities and voluntary-sector advice agencies should look for opportunities to
work together to help claimants to get their details ‘right first time” and checked and
ready for assessment more quickly...

2 ...as should local authorities and housing associations.

3 HB services, particularly those facing persistent labour shortages or that need to
modernise their IT, need to consider the option of outsourcing... ... but they need to
review carefully how they would manage the contractor and what level of customer
care the contractor can demonstrate.

4 Local authorities should continue to look for opportunities to share aspects of their
service with other councils.

22



H OUSINSG B JE SN, _ESRES 51T

Simplifying the Regulations

Housing benefit is complex, partly in order to constrain
expenditure and guard against fraud. Many proposals have
been made to simplify it, but only a few changes can be
introduced easily; most require careful evaluation by the
department. Meanwhile, new tax and pension credit
arrangements risk making benefits administration yet more
difficult; so effective consultation procedures are essential.
And there may be scope to give good-performing authorities

more discretion on benefits matters.
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36. Housing benefit is complicated to process [EXHIBIT 5]. Changes that have
been made to the system since 1988, often designed to constrain total
expenditure or to make fraud more difficult, have almost always made the
system more complicated. This chapter considers the potential for
simplification. It first outlines the issues:

® the objectives of the HB system, concluding that the added
complexities have generally served the objectives of central
government rather than the interests of claimants and service
providers;

*  how far is it possible to improve speed and accuracy? concluding that
there are no easy solutions to these problems; but...

e ...that there may be specific options for simplification that improve
customer care and improve the use of resources, although most
options have drawbacks that, at least partly, offset the advantages.

EXHIBIT 5

The basic steps in processing housing benefit claims

Housing benefit is complicated to process.

New claims received
via Job Centres or
the Pension Service

These claimants have also

applied for Income Support

or Jobseeker’s Allowance,
but these have not

|
7

New claims direct
from claimant

Existing claimant
reporting change in
circumstances

Existing claimant
renewing at end of
housing benefit period

Source: Audit Commission

Check (May need
details to chase
and response or Once all
enquire make relevant Identity, rent
further further information and deductions,
from: enquiries) obtained, income, capital,
Immediate decide on: accoon:rr]r;?g?;ion.
check of * whether household, and
papers . claimant is so on
(especially e Claimant eligible and
with ¢ Jobcentre ifso...
personal or Pension . .
Service e how muc o
callers) o LandleE er Penertte Put claim into
Scan letting be paid... payment fgr set
documents agent e ...for what Pene
and/or setup e Employer period
manual file ...and so on
e whether to
Allocate backdate (if
claim to staff requested)
Refer to e adjustment
Rent needed to
Service previous
(private payments?
sector
only)
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37.

38.

Ideally the HB system should meet a range of objectives:

for claimants (and landlords, whose business is directly affected by
how the service performs), it should be speedy, accurate, accessible,
transparent, fair and convenient;

for service providers, it should be simple and economical to

administer; and

for central government, it should be affordable without overstretching
public expenditure, it should be well protected against fraud, and it
should support wider policies, particularly in relation to housing,
work and welfare.

However, it is difficult, perhaps impossible, to meet all of these

objectives simultaneously [BOX C, overleaf]. It is primarily in the interests of

meeting central government’s objectives that HB rules have become more

complicated over many years, for example:

in 1996, benefit for most single people under 25 in private sector
accommodation was restricted to the rent of a single room - a
restriction that was eased somewhat in 2001;

since 1998, many authorities have introduced VE which attacks fraud,
but also makes the process more complex for claimants and
authorities; and

in 1999, eligibility was restricted to exclude certain claimants whose
relationship to their landlord might suggest that they are not genuine
tenants — for example, a close relative residing in the dwelling — a
desirable objective which, however, created further complicated issues
and tests.
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BOX C

The various objectives of the HB system

To be equitable

The simplest benefit scheme would be one that pays the same amount to all,
irrespective of circumstance. But the underlying principle of a means tested
benefit is that support should only be provided in relation to a person’s
needs. Taking account of individual circumstances — income, resources,
family composition and accommodation — means that individual benefit
payments vary. Any move towards a flat rate, or universal payment, could be
regarded as less equitable on the grounds that some people will receive less
than their needs, and others more than their needs.

To be affordable

Overall, HB costs £10 billion a year. Expenditure of this size is, of course,
significant in terms of the Government’s overall spending plans, and it
would be unrealistic to suppose that any reform can be implemented
without considering its effect on the public purse.

To be secure against fraud

The Audit Commission, central government and local authorities themselves
have properly focused on ensuring that the HB system is protected from
fraud. Any change to HB, particularly in terms of making it easier to claim in
the first place, should not open up gateways to fraud and error. Ideally,
some changes should have the effect of freeing up resources to focus further
on anti-fraud work.

To be workable in practice

Changes that are intended to simplify one set of rules, or to make life easier
for one group of people, can make the scheme as a whole more complex.
Successive changes to entitlements for different groups of people mean that
councils now have to administer claims in separate categories — in effect
there are four HB systems, not one.

To encourage better performance

Local authorities are being encouraged to improve their performance in
several ways: by the DWP's performance framework, BFl and best value
inspection. Furthermore, comprehensive performance assessment (CPA) is
now being developed in England, and the Programme for Improvement in
Wales (Ref. 19). Any changes to the system or to the way that HB is funded
should build upon these initiatives.

Source: Audit Commission
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39. One criticism has been that the complexity of the system has led to
lengthy processing times. The average time taken to process new claims in
many authorities is above 50 days, in some the average is more than 100
days. Even with performance at the 36 day best quartile [EXHIBIT 6A],
claimants who cannot afford the rent will have built up five weeks’ arrears
before they receive payment. Claimants also express concern about
mistakes made by councils — in one-quarter of authorities, the error rate is
over 6 per cent [EXHIBIT 6B, overleaf].

EXHIBIT 6A

Average time to process a claim from
start to finish, by local authority,
2000/01

Processing claims in 36 days represents
best quartile performance.

Source: Audit Commission, Best Value
Performance Indicators 2000/01 (Ref. 8)

Average time to process new claims (days)
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EXHIBIT 6B

Percentage of claims calculated correctly

100%

Accuracy of benefit calculations, by

local authority, 2000/01

In one-quarter of authorities, the error

rate is over 6 per cent.

Authorities

Source: Audit Commission, Best Value

Performance Indicators 2000/01 (Ref. 8)

40. However, the Audit Commission’s analysis of a sample of claims that
took a long time to be decided, and analysis of those where an official
error was found, does not point to a consistent pattern of problems.
Instead, it is the wide range of factors underlying delay and error that is
most evident [BOX D]. On this evidence, specific simplification measures
seem unlikely to bring about major improvements in speed or accuracy.
Nonetheless, specific measures can impact on customer care and local

authority throughput, because:

there is anecdotal evidence from claimants that the complexity of the

process is daunting; and

from the authority’s point of view, if workload can be reduced,

backlogs and delays should become less frequent.

It is these two aspects: improving customer care and making better use of
scarce resources, that justify pursuing specific options for simplification.
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BOX D

The complex nature of the complexity

At field sites, the study team examined a small number of claims where the
authority had taken a long time to reach its decision. The object was to
identify any frequently occurring causes of delay, in order to identify those
aspects of the process that could usefully be redesigned. If, for example,
there had been evidence to show that a particular external agency was
frequently slow in responding to the authority’s enquiries, analysis on how
to improve that communication link might have been fruitful.

However, no such pattern emerged. In many cases a temporary backlog or
blockage in the authority had delayed processing the claim; in many, the
claimant had been slow to respond to enquiries. But the differences
between the claims were more evident than any similarities:

e some slow responses were from vulnerable individuals, but others were
from people who seemed merely to be less organised, or
unconventional, in their personal arrangements;

e one or two claims involved procedures that are often likely to prove
complex, such as ‘habitual residence’ checks on claimants from abroad.

At one authority, the team examined management checks on the accuracy
of claims. Again the variety of causes of inaccuracy was more evident than
any common problem.

Source: Audit Commission

41. Many organisations have suggested specific ways of simplifying HB
regulations and procedures in order to improve customer care and make
better use of council resources. However, most (but not all) of these
options would adversely affect other objectives of the service, such as
containing overall cost and protecting against fraud. Decisions on these
options must inevitably involve trade-offs between the advantages and
disadvantages.

42. Some specific suggestions have been:

e that both Jobcentre Plus and the local authority use a single claim
form for HB and council tax benefit' (CTB) purposes;

e reducing the evidence of identity for at least some claimants in VF
compliant authorities;

e abolishing or at least simplifying non-dependant deductions;
e making fewer, or better-timed, referrals to the Rent Officer;

® requiring claimants to report only major changes in circumstances,
rather than all changes, as at present;

I For further information on council tax benefit, see Appendix C
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* requiring claimants to report changes in circumstances to only one
agency (for example, Jobcentre Plus or the local authority) rather than
to both, as at present; and

* making awards for periods longer than the current 60-week
maximum, to appropriate claimants.

The following paragraphs discuss each of these options in turn.

A single claim form

The majority of HB claimants first apply for other benefits such as Income
Support (IS) or Jobseeker’s Allowance (JSA)'. The BA, and its successors
now administering these benefits, give each claimant a housing benefit
form (NHB1) to complete (inside the main form for IS or JSA). This form
is then sent on to the local authority; indeed, completing the NHB1
formally starts the process of claiming HB. However NHB1 does not
contain all the information needed by the local authority, which on
receiving the NHB1 almost always sends the claimant its own HB form to
complete as well. This means that the authority is asking for some of the
information a second time.

43. The duplication of effort involved in having to complete two forms
just for HB is poor customer care: it is annoying for the claimant as well
as wasting the authority’s time and resources. In the past, a few councils
and local BA offices have arranged for the BA to issue claimants with the
local authority’s form [CASE STUDY 3]. But elsewhere this problem, which
seems to have a simple solution, has persisted for over ten years.

CASE STUDY 3

A partnership can make life easier for the genuine claimant

As part of Blackpool Borough Council’s partnership with Jobcentre Plus —
and prior to 2002, the BA office — the Council’s own HB claim form is
included as part of the claim pack for Jobseeker’s Allowance and Income
Support. Such good customer care is backed up by effective anti-fraud
arrangements, since the partnership also covers a shared fraud team for HB
and JSA/IS, located in the Council’s offices.

Source: Audit Commission

| For further information on Income Support and Jobseeker’s Allowance, see Appendix C.
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4a. Officials told the study team that the DWP will deal with this problem
as the Jobcentre Plus initiative is rolled out — something made easier
because each Jobcentre Plus office will cover the same administrative area
as a small number of local authorities. Jobcentre Plus offices are to issue
new claimants with either a national model claim form, or (by local
arrangement) with the form used by the appropriate local authority. The
DWP expects that this change will be launched early in 2003.

Evidence of identity

All claimants must satisfy the local authority of their identity and their
eligibility for HB. It is for the authority to decide what evidence it asks for
to meet these requirements, except that most claimants must provide
evidence of their own and their partner’s national insurance number.
Many authorities voluntarily comply with the DWP’s VF, which aims to
prevent fraud by (among other things) specifying in detail what evidence
of identity, household composition and income claimants must produce.

45. The VF remains a controversial topic in terms of its effect both on
councils and claimants. In 1999, the Audit Commission commented that
‘full implementation of the Framework would require more resources than
have so far been applied in most areas’, for example, to make the
prescribed number of home visits within the timetable laid down (Ref. 3).
The DWP has since provided extra funding for councils that adopt the VF;
but some councils report that they are unable to manage the extra
workload involved unless they either spend still more money on
administration from their general fund, or allow backlogs of work to build
up. However, many councils that have introduced the VF have found that
processing times return almost to normal once the systems have settled in,
something that they ascribe to good planning and management of the
change.

46. Claimants too are affected when a council becomes VF compliant. For
most people it is probably only a minor inconvenience to have to produce
original certificates and evidence of their financial affairs. But vulnerable
elderly people, or those with unsettled lifestyles, may find it genuinely
difficult to do this. Some people may possibly be put off claiming
altogether, particularly if their entitlement is small. Even though the VF
scheme has been actively promoted to authorities, no quantitative research
into the effect on claimants and potential claimants has been published.

47. There is no dispute that claimants should produce evidence of their
identity and other circumstances to support their entitlement to HB. Every
public body has a responsibility to adopt appropriate procedures to
counter fraud. However, an authority that deviates from any aspect of the
VF is classed as non-compliant, and so (for example) cannot claim the
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extra DWP funding for the VFE It is, therefore, important to question
whether the rigidity of the VF’s approach is always appropriate. Further
evaluation work is called for.

Non-dependant deductions

If the claimant has an adult relative or friend living in the household,
these people will generally be classed as non-dependants who are expected
to contribute to the rent. Regulations therefore lay down an amount by
which HB is reduced for each such non-dependant, the amount depending
on where they fit within six bands of income or benefit.

48. Non-dependant deductions (NDDs) cause difficulty both to councils
and claimants:

e the claimant may not find it easy to establish how much a non-
dependant is earning, or to supply the authority with updated
information each time the non-dependant’s income and employment
alter; and

e for councils, establishing whether a person is living at the address, and
when they started to do so, can be difficult, especially if the non-
dependant has a transient lifestyle.

One authority visited gave the example of a housing association tenant
living with two grown-up daughters aged 19 and 21. During the year
2001/02, HB and CTB had to be recalculated on 11 occasions — nine of
the changes relating to one or other of the daughters attracting a different
non-dependant charge. In total six amendment council tax bills were
issued over the year, adding to the administrative costs of the council.

49. For these reasons, some (the Institute of Revenues, Rating and
Valuation for instance (Ref. 20)) have suggested abolishing NDDs, or
reducing the number of income bands.

e But abolition would not only add considerably to the cost of HB; it
would also raise the question of equity — a claimant who lives alone
and has no one else to help to pay the rent, might reasonably expect to
receive more benefit than a claimant in identical accommodation who
shares it with an earner who could contribute, other things being
equal'.

e A less radical proposal is to reduce the number of income levels. If the
six levels were reduced to two, with the higher level applying to non-
dependants who are in work and whose pay is above benefit level, it
might be easier for the claimant to establish which level should apply.

I The PIVOT report (Ref. 21) estimated that introducing a flat rate of £15 per non-dependant
would cost over £100m, equivalent to nearly 1 per cent of the total cost of HB payments.
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This trade-off, between complexity and ease of administration, and equity
and cost to the public purse, is typical of the difficult political judgements
that must be made when considering the options for simplifying HB.

Referrals to the Rent Officer

Most claims by private-sector tenants (but not generally by housing
association tenants) must be referred to the local Rent Service!. Their
decision, on appropriate rent levels for the accommodation and the
locality, aims to ensure that any benefit paid does not subsidise unduly
high rent levels in the private sector.

50. This large volume of referrals generates a workload that has the
potential to increase processing times and backlogs. However, in practice
this risk is well managed, and the Audit Commission’s study site visits
raised few, if any, concerns about Rent Officer referrals causing undue
delay. However the timing of the referrals to the RO can be a substantial
issue.

51. A Rent Officer decision is normally valid for one year and can be
reviewed in-year only in certain defined circumstances. When the landlord
increases the tenant’s rent mid-year, HB cannot normally be increased until
the authority can obtain a new RO decision at the end of the year. This
rule makes no distinction between geographical areas of high and low
demand for rental accommodation. However:

e where demand is high, mid-year rent increases can be substantial, and
in order to help such tenants, many authorities are drawing heavily on
their limited budgets for discretionary housing payments (DHP);

® in areas of lower demand, by contrast, rents can be quite steady, and
the requirement to obtain an RO decision, while adding only a few
days to the processing time, seems a poor use of 