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Summary

In 2004-05, an estimated 1.8 million pensioners lived in households below 60% of median
income (the definition of relative poverty used by bodies such as the Social Exclusion Unit
and the OECD).! In 2003, our predecessors reported on the Department for Work and
Pensions' efforts in partnership with others to tackle pensioner poverty by encouraging
pensioners to take up the benefits to which they were entitled.” The Committee made
recommendations on setting targets; communicating effectively with pensioners; working
in partnership; and simplifying and reducing duplication of processes.

Considerable progress has been made against these recommendations. More pensioners
receive Pension Credit, introduced in October 2003 to ensure that pensioners had a
minimum amount to live on, than its predecessor, the Minimum Income Guarantee. The
Government set a target to pay Pension Credit to 3 million households by 2006 and 3.2
million by 2008. The Department did not meet the 2006 target and does not expect to meet
the 2008 target, but the targets have helped to drive the efforts and led to 2.7 million people
receiving Pension Credit by 2006.

Despite this progress, in 2004-05 there were still between 1.1 and 1.6 million eligible
pensioners not claiming Pension Credit, which equates to a take-up rate of between 61 and
69%, and means that almost a third of eligible pensioners are still missing out on some
entitlement. In value terms, £1.5 and £2.1 billion of Pension Credit is not being claimed,
corresponding to 72 to 79% take-up of the total entitlement. The National Audit Office's
analysis of local patterns of take-up shows that some groups are more likely to miss out, for
example pensioners in rural areas. The amount of Housing Benefit and Council Tax
Benefit not being claimed is also large, and take-up of these benefits has actually declined
in recent years.

The Pension Service identifies pensioners missing out on entitlements and encourages
them to apply. It has established a Local Service which offers home visits to help with
claims, providing assistance on a range of benefits and services, not just those administered
directly by The Pension Service. Much of this work is done in partnership with other local
agencies. It is easier to claim Pension Credit than its predecessor the Minimum Income
Guarantee and there are now links with claims processes for other benefits, although
individuals still have to repeat some actions to claim different benefits.

At alocal level, there are 400 Alternative Offices where benefit claims can be processed by
other organisations such as Citizens Advice Bureaux and Age Concern on The Pension
Service’s behalf. Local authorities, the voluntary sector and other public service providers
have a common interest in combating pensioner poverty. Many are involved in local
initiatives to increase take-up but there is not much evidence of which of these activities are

1 Based on 60% of median equivalised income, after housing costs. This is a standard measure used, for example by
the Social Exclusion Unit and the OECD, and others. It is the measure used in the C&AG's report to refer to relative
poverty.

2 Committee of Public Accounts, Twelfth Report of Session 2002-03, Tackling pensioner poverty, HC 565




successful, and there is less partnership work with the health and housing sectors than
might be expected considering their contacts with pensioners.

On the basis of a Report by the Comptroller and Auditor General,’ the Committee took
evidence from the Department for Work and Pensions on what had been achieved in
encouraging take-up of benefits since 2003, and on the scope for further improvement.

3 C&AG's Report, Progress in tackling pensioner poverty: Encouraging take-up of entitlements, HC (2005-06) 1178




Conclusions and recommendations

The Department has increased the number of people claiming Pension Credit to
one million more than claimed the Minimum Income Guarantee, but its PSA
target did not address the Department’s wider aim of providing pensioners with
access to all the benefits and services to which they are entitled. The Department
published baseline indicators of the independence and well-being of older people in
October 2006. It should use these indicators as a basis for devising a wider poverty
reduction target for The Pension Service in the same way as the Government devised
its target for reducing child poverty.

The Pension Service shares its objective of increasing older people’s well-being
with primary health and housing providers, but does not co-ordinate its approach
sufficiently with these bodies. To achieve their own objectives of improving the
quality of life of vulnerable older people, Primary Care Trusts need to work with the
other key local agencies such as social housing providers and local authorities as well
as The Pension Service so that older people have a single access point to the range of
services. Despite some recent progress, The Pension Service has found it easier to
develop local joint working than to reach national agreements. The Department
should explore the scope for a shared target on pensioners’ well-being, encompassing
health and income.

The Department does not have sufficient information about pensioners’
individual circumstances to identify all their benefit entitlements. Since we last
reported, The Pension Service’s use of data matching and sharing information
between agencies has improved, but it does not include people outside of the benefits
system. Reaching these people will require different approaches including outreach
through trusted service providers and local voluntary groups, as well as more co-
operation with health professionals. The best strategy will vary between areas and the
Department should encourage discretion to develop imaginative ideas which fit local
needs.

Take-up of Housing Benefit and Council Tax Benefit, administered by local
authorities, has declined in recent years despite The Pension Service providing
pensioners with a full benefit entitlement check. The performance of local
authorities in managing the benefits and in providing information and advice are
likely causes of local variability in take-up. The Department should investigate how
these factors impact on take-up of Housing and Council Tax benefits, and identify
best practice which can raise the level of service to customers in areas of poor
performance.

The complexity of the eligibility assessment for disability benefits makes it
difficult to measure take-up rates, and the Department has no targets for its take-
up. In our report on Dealing with the complexity of the benefits system we
recommended a number of actions to reverse the increasing complexity of the
benefits system.* The Department has commissioned research into the feasibility of

»

Committee of Public Accounts, Thirty-sixth Report of Session 2005-06, Tackling the complexity of the benefits
system, HC 765



measuring Attendance Allowance take-up and exploring the reasons for non-take-
up. The Disability and Carers Service should use the findings to set a target take-up
level at least comparable with that of Pension Credit.

The processes for claiming pensioner benefits have been simplified but still
involve a number of stages which require customers to understand complex links
between disability and income-related benefits. The Department needs to allow
customers to claim linked benefits through one, single transaction by:

o removing the need for written documents in addition to telephone applications;

o linking disability benefit claims automatically to related entitlements when
systems permit; and

o replacing repeat notifications of entitlement to linked benefits with a single
explanation of the customer’s entitlements.

The geographical pattern of take-up shows that older pensioners, pensioners
from ethnic minorities and from more affluent areas are less likely to claim
Pension Credit. There are different approaches to encouraging take-up and different
activities across the country, but only limited awareness of what works best. More
can be achieved by sharing good practice, encouraging innovative practices and
focusing on the areas with lower take-up. The Department should publicise the good
practice identified by the National Audit Office and the evaluation of the Partnership
Fund to all local authorities and alternative offices.

Pensioners in rural areas are also less likely to claim benefits. Home visits by the
Local Service play a part in securing access to benefits, but the evidence indicates that
take-up is still lower in rural areas. Where there are fewer other service providers for
The Pension Service to work with, it needs to take advantage of the service outlets
which remain. Notwithstanding post office closures, the Department should use the
remaining post offices as Alternative Offices and as sources of advice and
information to encourage take-up and access to wider services.



1 Benefit take-up rates and the reasons for
unclaimed entitlement

1. Over the last decade the percentage of pensioners living in households below 60% of
median income (the level used by bodies such as the Social Exclusion Unit and the OECD
to indicate relative poverty) has fallen from 27% to 17%. There are however 1.8 million
pensioners still living below this level of income and this number would be significantly
lower if more pensioners claimed the main benefits to which they are entitled. In 2003, our
predecessor Committee reported on the government’s efforts to tackle pensioner poverty
by encouraging take-up of entitlements. Since then, the position continues to be mixed.’
Take-up of the basic State Pension is nearly 100%, but for Council Tax Benefit the figure is
less than 60% and has decreased in recent years. Pension Credit has been introduced to
raise pensioners’ minimum income and is claimed by 61 to 69% of those eligible, leaving
between £1.5 billion and £2 billion of unclaimed benefit (21 to 28% of the total
entitlement).®

2. Pension Credit is now paid to around 2.7 million households, around a million more
than its predecessor, the Minimum Income Guarantee. The Department was committed to
a Public Service Agreement target to pay Pension Credit to 3 million households by the end
of February 2006, rising to 3.2 million households by 2008. After an initial rapid rise,
growth in the number of claimants has reached a plateau at around 2.7 million, although
there are small monthly increases (Figure 1 below). The Department believes that it will
eventually reach the 3.2 million target, and it has already met its target of paying the
Guarantee Credit—the element of Pension Credit aimed at pensioners with the lowest
incomes—to 2.1 million households by 2006.” In retrospect, the Department believes that
the 2006 PSA target was unrealistic, although it was based on the best information available
at the time it was set.®

5 C&AG's Report, paras 1.2, 1.7; Committee of Public Accounts, Twelfth Report of Session 2002-03, Tackling pensioner
poverty, HC 565

6 Qq 5-6, 82-83, 91-93, Department for Work and Pensions, Income Related Benefits Estimates of Take-Up in 2004-05,
2006

7 C&AG's Report, paras 2.3, 2.6; Qq 2-5
8 Qq25-28, 35






5. The Department concludes that part of the reason for low take-up is that pensioners
who are better off than before do not consider themselves poor, even though benefit rates
have risen so that they are entitled to Pension Credit, Housing Benefit or Council Tax
Benefit. In some cases, those not claiming are entitled to smaller amounts. While for
example an estimated 30 to 40% of those eligible for Pension Credit fail to claim it, the
amount they do not claim accounts for some 20 to 30% of the total entitlement. Take-up of
both Council Tax Benefit (£13.10 a week) and the Savings Credit element of Pension
Credit is low, and the average entitlement is lower than for benefits with higher take-up.'

6. Misunderstanding the way benefits work is also a factor affecting a minority of
pensioners. The Department acknowledges that there is a relationship between the
complexity of the system and non-take-up.” It considers that the 6% who believed
claiming one benefit would adversely affect entitlement to others were almost certainly
mistaken. In fact, claiming a small amount of one benefit may establish entitlement to
others. When The Pension Service discusses entitlements with people, they explain the
links between benefits. Their advice covers Housing Benefit, Council Tax Benefit, and
Attendance Allowance (financial help for people over 65 who become disabled) if
appropriate, as well as local authority services. Where people decline to apply, however, the
Agency has to respect their decision."

7. Take-up of the Guarantee Credit element of Pension Credit—which is available to the
poorest pensioners—is high, suggesting that the Department has been most successful in
reaching those in greatest need. However, there may be pensioners who are missing out on
benefits but who do not have dealings with any government agencies and so are not in the
system at all. It is inherently difficult to quantify how many such people there are, as no
information is held about them."

8. Housing Benefit and Council Tax Benefit take-up rates have declined in recent years
despite rises in Council Tax (Figures 3 and 4 below)."® This decline may in part be due to
increases in the income thresholds for entitlement, which has meant that significant
numbers of new customers have become entitled to these benefits. Many are entitled to
relatively small amounts, or will be those who have not had any previous contact with the
benefits system, so they may be unaware of their eligibility. The Department accepts that it
does not however have a full picture on the reasons for declining take-up of these benefits.
As estimates are at a national level, it is not possible to identify any relationship between
take-up of these benefits and the performance of the local authorities who administer
them. The Department has also made a number of efforts to increase take-up of Housing
Benefit and Council Tax Benefit (paragraphs 13 and 14 below) which have not yet been
reflected in the take-up rates."”

12 C&AG's Report, para 2.7; Qq 10, 41, 51, 65
13 Q37

14 Qq17-22

15 C&AG's Report, para 2.6; Qq 38-39

16 C&AG's Report, para 2.12; Q 68

17 Qq 11, 64-73; Ev 1
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9. Although take-up of Attendance Allowance has been rising, it is difficult to determine
the desired level of take-up of disability-related benefits because of the complexity of
assessing eligibility for the benefits. The Department has commissioned the Policy Studies
Institute to research whether it is possible to obtain sufficient and appropriate data to make
an estimate of take-up. This research will be completed by spring 2007.'%

10. There are gaps in the Department's knowledge of benefit take-up, such as those referred
to in paragraphs 7 to 9 above. The Department is not planning to commission further
external research but it is trying to exploit the information collected by the Local Service to
make more effective contacts with pensioners who may be missing out. The Department is
also carrying out specific research into barriers to take-up for black and minority ethnic
groups."

3. Housing Benefit: households receiving benefit, and take-up rates, have both declined

Take-up rate (range of
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Source: All figures for 1997-98 to 2003-04 are from Department for Work and Pensions (2006) Income Related
Benefits estimates of take-up. The 2004-05 figure for the number of pensioners in receipt of Housing Benefit
comes from the Department for Work and Pensions Departmental Report 2005.

Note: Basis for recipient figures for 2004-05 are inconsistent compared with recipient figures for 2003-
04 and earlier, which are based on an average through the year.

18 C&AG's Report, para 2.14; Qq 12-14, 108-111
19 C&AG's Report, para 1.8; Qq 49-52



4. Council Tax Benefit: households receiving benefit, and take-up rates, have both declined
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2 Actions at a national level to encourage
take-up of benefits

11. Following its creation in 2002, The Pension Service’s main priority was to manage the
introduction of Pension Credit. Its marketing campaign was more cost-effective than
previous campaigns, achieving an annual increase in take-up of £55 per £1 spent on
advertising, compared with £29 for the previous Minimum Income Guarantee.” Some
people do not appear to be influenced by national campaigns, however, and instead they
need to be contacted directly. After this initial phase, The Pension Service has moved away
from wholesale media advertising to an individualised approach with changing messages.
It identifies potential customers to approach by data matching using the information it and
other parts of government hold on customers. It is also trying to use this information and
the contacts it has with customers to pinpoint the factors which influence take-up.*
Nevertheless, The Pension Service has to work hard even to maintain the current level of
benefit take-up. Every year there are newly retired and newly entitled pensioners who need
to make claims, and many will not have had previous contact with the benefits system.*

12. The Pension Service provides pensioners with a full benefit check covering Attendance
Allowance, Housing and Council Tax Benefits and social services, as well as Pension
Credit. In the last 18 months, the Department has focused on ensuring Pension Credit
recipients do not miss out on entitlements to Housing Benefit and Council Tax Benefit.
Working with local authorities, The Pension Service contacted 390,000 people, which led
to 59,000 additional successful claims for Council Tax Benefit. This increase has not yet fed
through into the take-up rate but it equates to an increase of about 2%.> However, with 2.5
million pensioners receiving Council Tax Benefit and at least 1.6 million more not
claiming, many of those missing out must be people who do not receive Pension Credit.**

13. Our 36th Report of 2005-06 recommended further action to tackle the complexity of
the benefits system, which is a factor in low take-up.*® The Department has made some
progress in simplifying claim processes and it is also trying to limit the impact of
complexity on the customer by ending the need for people to deal with multiple agencies.
The Pension Service can now take claims for the State Pension, Pension Credit, Housing
Benefit and Council Tax Benefit in one phone call. From 2007, Local Service staff will also
take disability benefit claims, including from people below pension age. The Housing
Benefit and Council Tax Benefit application form has been shortened from 40 to three
pages. A further development from early 2007 is to use a question on the Pension Credit
application form to identify potential eligibility for Carer’s Allowance.*

20 C&AG's Report, paras 3.1-3.2

21 Qq59-61, 81

22 Q3

23 Qq 11, 23-24, 60

24 C&AG's Report, para 2.12; Figure 11

25 Committee of Public Accounts, Thirty-sixth Report of Session 2005-06, Tackling the complexity of the benefits
system, HC 765

26 Qq 36, 57-59
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14. There is still some duplication of processes, however, which can be off-putting for
potential claimants. From 2008, the Department plans to remove the requirement for
customers to sign a separate completed claim form for Housing Benefit after applying by
telephone. Customers still receive separate notifications of different entitlements, which the
Department acknowledged it needs to tackle in future.”” The National Audit Office also
identified significant complexities remaining in the application process for Attendance
Allowance, in the link between Carer’s Allowance and Pension Credit, and in the differing
treatment of capital limits across benefits.”®

15. Another issue we referred to in our 36th Report of 2005-06 was that sources of
assistance about entitlements were not widely known. This also applies to The Pension
Service, as there is low awareness of the availability of the Local Service. Although it had
not previously sought to advertise the Local Service, The Pension Service is now running
an advertising campaign in local newspapers to raise awareness of its role.”

16. The few international examples of benefits with high take-up rates involve close links
with tax systems—the Guaranteed Income Supplement in Canada and tax credits in the
United States. The Department does not have sufficient knowledge of individual
circumstances to award entitlements automatically through the tax system, but it is
working more closely than before with HM Revenue and Customs on sharing data and on
service provision.*

17. The Pension Service was allocated £73.5 million in 2006-07 to spend on the Local
Service, whilst the Department was allocated £12 million over 2004-05 and 2005-06 for
Partnership Fund projects to encourage take-up.”’ The Pension Service recognises that it
does not have good information to compare the cost-effectiveness of different ways of
contacting pensioners despite its Pension Credit advertising having more success than
previous campaigns. It has introduced a system—the Local Service Modeller—to be made
available to all local managers from April 2007 to capture the outcomes of each contact it
has and the resources required deal with them. This system should allow a better
assessment of the relative cost-effectiveness of different interventions. *

27 Qq 28,63
28 C&AG's Report, para 5.6

29 Committee of Public Accounts, Thirty-sixth Report of Session 2005-06, Tackling the complexity of the benefits
system, HC 765; C&AG’s Report, para 3.13; Qq 53-54

30 C&AG's Report, Technical Report, Chapter 7; Qq 34-35, 75, 89-90
31 Qq 100-101; Ev 16
32 Qq 104-105, 107; Ev 16
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3 Actions at a local level to encourage
take-up of benefits

18. There are wide geographical variations in Pension Credit take-up across England,
Scotland and Wales. Controlling for other factors, take-up of Pension Credit is lower in less
deprived areas, rural areas, areas with large minority ethnic populations, and areas with
older pensioners. Some apparently similar rural areas, such as the Highlands and Islands of
Scotland have contrasting take-up rates, however, and the Department was not able to
provide explanations for these local variations.”” The Department recognises it can do
more with its data locally and it has recruited marketing experts to help link its data with
data on the characteristics of particular locations, for example the neighbourhood
classifications available from the information company Experian.**

19. One possible reason for some of these variations is that take-up is lower where entitled
pensioners are less concentrated, so that people are not part of social networks or
encouraged to apply by word of mouth. The Department believes it has been more
successful in encouraging take-up in deprived areas because other organisations, such as
voluntary groups and local authorities, are also active in these places. The Pension Service
recognises that there is now a need to focus on those areas, including rural and more
affluent parts of the country, where there is less other activity.*®

20. There is a considerable amount of effort and activity happening at a local level to
increase take-up of entitlements. The National Audit Office report concluded that The
Pension Service Local Service provides a high quality customer service and targets the most
vulnerable pensioner groups. Local authorities, the voluntary sector and other public
service providers are also involved in local initiatives to increase take-up.*® The Department
is providing short-term support for 172 such initiatives though its Partnership Fund, which
provides funding for community, voluntary and not-for-profit organisations to increase
take-up, particularly amongst vulnerable and hard-to-reach groups.”” But the level of local
activity is not uniform (see Figure 5 below), and success rates of different activities are not
analysed. For example, only a quarter of the local authorities involved in take-up activities
were working to targets.”

21. In response to the National Audit Office’s Report, the Department is looking at how to
provide the Local Service with more autonomy and flexibility in order to utilise local
knowledge and respond to local priorities. The Local Service does not have targets for
increasing take-up because of measurement difficulties, but the Local Service Modeller

33 C&AG’'s Report, para 2.9; Q 42

34 Qq 43-44, 94-96

35 Qq32,55,85

36 C&AG's Report, para 3.1-3.2; Qq 33, 49, 56, 84-88
37 Qq87,103; Ev 16

38 C&AG's Report, para 4.4; Q 107


















