Exploring the impacts of
welfare reform using policy
microsimulation and
administrative benefits data

Deven Ghelani & Dr Ben Fell, Policy in Practice

LSE CASE Seminar, 20t November, 2019




Outline

Introduction
Method: policy micro-simulation and administrative benefits data
Modeling the impact of Universal Credit on living standards
Isolating the impact of the two child limit

Impact evaluation using retrospective matched controls

o - :
www.policyinpractice.co.uk



Universal Credit and Financial Resilience

Here’'s how far you can
get with publicly
available data...

But so what?

w.policyinpractice.co.uk

/ Poiicy in Practice

7 factors
driving
financial
resilience

These factors determine a household's
ability to cope with the move to Universal
Credit. They can interact and overlap.
Over 3 million households yet to move to
Universal Credit face at least 1 of these
challenges. Over 1 million low-income
households face 2 or more.

5

Deductions

25% of the current cohort face deductions
greater than 20% of the standard allowance.
This affects 500,000 families today and will
affect a further 1.2 million as Universal
Credit rolls out.

1

Savings and debts

14% of people yet to move to UC have
insufficient savings to cover the 5 week wait
and are already in debt or struggling to pay

their bills.

3

Income after costs

16% of households are unable to meet their
outgoings both during the 5 week wait, and
while repaying the UC advance.

6

Lower award

28% of households who will move onto UC
will get a lower award than under legacy
benefits. Half moving to UC via natural
migration will be immediately hit, while half
meoving to UC via managed migration will get
transitional protection.

2

Delayed payments

11% of people yet to move to UC, based on
the current UC processing times, are likely to
receive no payment at 5 weeks from their
initial claim date.

4

Run-on support

1.9m families will not get support for their
3.8m children in the transition to UC. A
further 8% of households will receive no
run-on support at all as they make new
claims for UC.

7

Readiness for work

44% of people who will be on UC are not
expected to look for work due to illness or
caring responsibilities, so work is unlikely to
be a route out of any financial difficulties.
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Policy micresimulation and administrative benefits data

Housing Benefit / Council Tax data, household
level arrears / debt data from local authorities

Many policies, one person
A

- Data is processed by our Benefit and
% w ; Budgeting Calculator
Detailed view of household-level financial
W % circumstances now and in the future

% ‘

A |

"*] Councils identify and engage households at risk
before a crisis occurs

o - :
www.policyinpractice.co.uk




Modeling the impact Universal Credit on
living standards

Combining administrative data and microsimulation, it is possible to proactively
identify which households will struggle with the transition fo Universal Credit
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Modeling the impact Universal Credit on living standards

Family Benefit and

Benefit

Resources Budgeting awards

Survey Calculator
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Modeling the impact Universal Credit on living standards

- 2017/18 data
- Uprated to 2019 Benefit and Benefit
- Ho.us.eholds nOft . Budgetlng
claiming, but eligible Calculat awards
e UG aicuiator
- n=5,502
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Modeling the impact Universal Credit on living standards

-  Models all mechanical
interactions of welfare

Family system Benefit
Resources - Flexible scenario awards
Survey modeling:
- E.g., ‘move’ households
onto UC
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Modeling the impact Universal Credit on living standards

Family Benefit and IncoiTie
. eligibility under
Resources BUdgetmg Universal Credit vs.
Survey Calculator legacy system
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Modeling the impact Universal Credit on living standards

Family Benefit and

Resources Budgeting IAC:
Legacy system
Survey Calculator
Legacy vs. UC( D
Current vs. 2023 (JP
Benefit cap on/off (JJP

Two child limit on/off m

Minimum income floor on/off m

UC advance nolyes (JJP
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Modeling the impact Universal Credit on living standards

Family Benefit and

Resources
Survey

Budgeting
Calculator

Legacy vs. UC @D IAC:
Universal Credit
Current vs. 2023 (P
Benefit cap on/off (JJP

Two child limit on/off m

Minimum income floor on/off m

UC advance nolyes (JP
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Modeling the impact Universal Credit on living standards

Impact of Universal Credit on living standards (IAC)

100%

75% Definition % Average change in award level
Better off on Universal Credit 41% £132

S0 No change (change less than £5 per mont 31% £2
Worse off on Universal Credit 28% -£208

25%

0%

I Better off on Universal Credit [ No change (change less than £5 per month)
B Worse off on Universal Credit

Project funded by the J oseph Rowntree Foundation
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Modeling the impact

niversal Credit on living standards

'Policy in Practice

7 factors
driving
financial
resilience

These factors determine a household's
ability to cope with the move to Universal
Credit. They can interact and overlap.
Over 3 million househalds yet to move to
Universal Credit face at least 1 of these
challenges. Over 1 million low-income
households face 2 or more.

5

Deductions

25% of the current cohort face deductions

greater than 20% of the standard allowance.

This affects 500,000 families today and will
affect a further 1.2 millien as Universal
Credit rolls out.

1

Savings and debts

14% of people yet to move to UC have
insufficient savings to cover the 5 week wait
and are already in debt or struggling to pay

their bills.

3

Income after costs

16% of households are unable to meet their
outgoings both during the 5 week wait, and
while repaying the UC advance.

6

Lower award

28% of households who will move onto UC
will get a lower award than under legacy
benefits. Half moving to UC via natural
migration will be immediately hit, while half
moving to UC via managed migration will get
transitional protection.

2

Delayed payments

11% of people yet to move to UC, based on
the current UC processing times, are likely to
receive no payment at 5 weeks from their
initial claim date.

4

Run-on support

1.9m families will not get support for their
3.8m children in the transition to UC. A
further 8% of households will receive no
run-on support at all as they make new
claims for UC.

7

Readiness for work

44% of people who will be on UC are not
expected to look for work due to illness or
caring responsibilities, so work is unlikely to
be a route out of any financial difficulties.
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Modeling the impact

niversal Credit on living standards

'Policy in Practice

7 factors
driving
financial
resilience

These factors determine a household's
ability to cope with the move to Universal
Credit. They can interact and overlap.
Over 3 million househalds yet to move to
Universal Credit face at least 1 of these
challenges. Over 1 million low-income
households face 2 or more.

5

Deductions

25% of the current cohort face deductions

greater than 20% of the standard allowance.

This affects 500,000 families today and will
affect a further 1.2 millien as Universal
Credit rolls out.

1

Savings and debts

14% of people yet to move to UC have
insufficient savings to cover the 5 week wait
and are already in debt or struggling to pay

their bills.

3

Income after costs

16% of households are unable to meet their
outgoings both during the 5 week wait, and
while repaying the UC advance.

2

Delayed payments

11% of people yet to move to UC, based on
the current UC processing times, are likely to
receive no payment at 5 weeks from their
initial claim date.

4

Run-on support

1.9m families will not get support for their
3.8m children in the transition to UC. A
further 8% of households will receive no
run-on support at all as they make new
claims for UC.

6

Lower award

28% of households who will move onto UC
will get a lower award than under legacy
benefits. Half moving to UC via natural
migration will be immediately hit, while half
moving to UC via managed migration will get
transitional protection.

7

Readiness for work

44% of people who will be on UC are not
expected to look for work due to illness or
caring responsibilities, so work is unlikely to
be a route out of any financial difficulties.
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Modeling the impact Universal Credit on living standards

Household vulnerability due to Housghold vuInergblllty due tq change in Household vuInerablllty_ due to
savings and debt benefits under Universal Credit prospect of movement into work
100% 100% 100%
75% 75% 75%
50% 50% 50%
25% 25% 25%
0% 0% 0%
B Ssufficient s;vil:gs . . lnsuf_ﬁcient s;i\_/ingsbt:ut not in debt I Better off on Universal Credit B Inwork [ Expected to look for work
nsutficient savings and in ce I No change (change less than £5 per month) B Not expected to look for work

B Worse off on Universal Credit

.'roject funded by the J oseph Rowntree Foundation
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Modeling the impact Universal Credit on living standards

Household vulnerability due to combined risk factors

100% e 3.3 millionhouseholds, or 71% of the cohort yet to
move to Universal Credit, will facat least oneof

these challenges.

e 1.2 millionow-income households, around 26% of
the cohort yet to move onto Universal Credit, will
face two or moreof these challenges.

50%

25%

e 150,000low-income households, around 3% of
the cohort will facethree or moreof these
challenges.

8 One or more serious issues [ Two or more serious issues
B Three or more serious issues

Project funded by the J oseph Rowntree Foundation
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Isolating the impact of the two child limit

We were able to identify in advance 18,000 children in 4,600 households across 19
councils affected by the two child benefit imit fo help councils target support
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Modeling the impact Universal Credit on living standards

Benefit and
Administrative

HB/CTS data Budgeting
Calculator

Project funded by the Office of the Children’s Commissior

o - :
www.policyinpractice.co.uk



Modeling the impact Universal Credit on living standards

- 2019 data from 19
local authorities

Benefit and
- 274,579 children in B in
138,793 households udgeting
claiming either HB or Calculator

CTS

Project funded by the Office of the Children’s Commissior
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Modeling the impact Universal Credit on living standards

Measuring living standards: Income after costs (IAC)

Income/cost element Data source Example amount

Earnings Single Housing Benefit/Council Tax Support £713.40
extracts

Project funded by the Office of the Children’s Commissior
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Modeling the impact Universal Credit on living standards

Measuring living standards: Income after costs (IAC)

Income/cost element Data source Example amount
Earnings Single Housing Benefit/Council Tax Support £713.40
extracts
Benefit income Benefit and Budgeting Calculator £185.00

Project funded by the Office of the Children’s Commissior
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Modeling the impact Universal Credit on living standards

Measuring living standards: Income after costs (IAC)

Income/cost element Data source Example amount
Earnings Single Housing Benefit/Council Tax Support £713.40
extracts
Benefit income Benefit and Budgeting Calculator £185.00
Housing costs Single Housing Benefit/Council Tax Support -£483.31
extracts

Project funded by the Office of the Children’s Commissior
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Modeling the impact Universal Credit on living standards

Measuring living standards: Income after costs (IAC)

Income/cost element Data source Example amount
Earnings Single Housing Benefit/Council Tax Support £713.40
extracts
Benefit income Benefit and Budgeting Calculator £185.00
Housing costs Single Housing Benefit/Council Tax Support -£483.31
extracts
Household costs Living Costs and Food Survey (ONS) -£274.36

Project funded by the Office of the Children’s Commissior
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Modeling the impact Universal Credit on living standards

Measuring living standards: Income after costs (IAC)

Income/cost element Data source Example amount
Earnings Single Housing Benefit/Council Tax Support £713.40
extracts
Benefit income Benefit and Budgeting Calculator £185.00
Housing costs Single Housing Benefit/Council Tax Support -£483.31
extracts
Household costs Living Costs and Food Survey (ONS) -£274.36
Income after costs (monthly Benefit and Budgeting Calculator £140.73

Project funded by the Office of the Children’s Commissior
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Isolating the impact of the two child limit

Benefit and
enefit an IAC:

Administrative Bu dgeting

Calculator

HB/CTS data

Two child limit

Legacy vs. UC @D
Current vs. 2023 (P
Benefit cap on/off (JJP

Two child limit on/off m

Minimum income floor on/off m

UC advance nolyes (JP

Project funded by the Office of the Children’s Commissior
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Isolating the impact of the two child limit

Benefit and .
Administrative - IA.C' o
HB/CTS data Budgeting Two child limit
Calculator REMOVED
Legacy vs. UC @D
Current vs. 2023 C,
Benefit cap on/off (JJP

Two child limit on/off @D

Minimum income floor on/off m

UC advance nolyes (JP

Project funded by the Office of the Children’s Commissior
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Isolating the impact of the two child limit

Impact of the two child limit on living standards

B Income surplus [} Income shortfall

100%

~21%of households (4,600
households, 48,000children) whose
families face a cash shortfall under
the Two Child Limit would no longer
face a cash shortfall if the policy were
removed, gaining£366 on average

75%

50%

25%

0%

Two child limit applied Two child limit removed

Project funded by the Office of the Children’s Commissior
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Impact evaluation using retrospective
matched controls

Using longitudinal administrative data it is possibly to track the impact of policies and
Interventions, and measure their effectiveness using retrospectively matched controls
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Impact evaluation using retrospective matched controls

Problem:impact evaluation for social policy interventions is hard
e Supportis often reactive (don't know who will need supportin advance)
e C(ollecting pre-/post-testdata is costly, difficult, and can introduce bias

e Ethically unjustifiable to withdraw support from control cases
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Impact evaluation using retrospective matched controls

Solution:administrative benefits data
e Routinely collected for at-risk cohort (low-income households)
e Longitudinal - allows pre/post comparison andtracking long term outcomes

e Control cases can be retrospectively matched
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Impact evaluation using retrospective matched controls

Step 1i1dentify cohort

Tenure

Inwork
Econermic status

Lone parent
Household type

Not disabled
Disability

2

Number of children

0
Number of non-dependants

Drilldown to household >

F6EA7306D8

HB Ref #

‘Working age £525.5
Age group Monthly rent
Council tenant £21.19

Income reduction now. weekly

£0.0

Income shertfall, monthly

£0.0
DHP award, in FY

£0
Except. hardship award. in FY

£556.5

Total arears balance

Worse-off : -£139.9
Universal creciit fransition impact, monthiy

i 19 household(s) meet criteria
Rent arrears Months in arrears K _/CANNING
[v] ves 0 16 | Ealing PRERIE LIMEHOUSE
e Lon(!dn * wyia peINT 7
Ne J D) Kensington o
L — Chlsvnck
on y ; A
CTarears  Months in arrears | % 3 Greenwich,  Woolwich =
Yes 0 215 ~~BARNE \ ] @ PECKHAM .
No ( D ichmond (A208)Putney ™t s Lewisham Bexleyheath
\ rixton
: : - ROEHAMPTON Eltham =
Housing benefit overpaid 4%‘”’ g Catford L
» Lamorbey
on Wimbledon Streatham Sydenham Chinbrook Sidcup -
"1 |ston upon ae [ S CHISLEHURST Hextal
| e RAYNES . BECKENHAM s
_hames . PARK NRITCHAN ~ ° g \ y Bromley J
4/ . Swanl
Couple with children ' NG Baddington
! (1]
e ——acui Chdren | [ H WEST BROMLEY Orpington C'“““‘"'“
| WICKHAM COMMON
Lone parent e 0 th Cheam C@ion s
! FARNBOROUGH
Single | Sutton B, mmwi Keston AN [fl
EEc&:»n::mic status i NMM."'W'M (aa3)
In work % = Epsom k) ‘Shn"h
Not i | BOH l
ot in work Banstead Coulsdon L Hams@3reen Biagin Hi Knockholt |
! 2 iggin Hill Cudham Boid | &
enure jIattenham 0ld Coulsdon  Warlingham /J
Council tenant ‘ n\ead_‘i K i Chmm'/.,» —
Emergency accommodation | N (2] = "=y [ o
| N Chaldon' Caterha ~ o7\ Toverhead
©On UC, tenure unknown | Hndloy'\ aterham X e Sundridge
H s it mrtaries: | .. d Lower A = s
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Impact evaluation using retrospective matched controls

Step 2:Engage households (and record service use)

E.g.,
e ’'Reimagine Debt (project with Cabinet Office) - ongoing & personalised debt
advice in two Local Authorities (~40 households)

e Legalsupport (project with Legal Education Foundation) - three support services
offered by law centre - add numbers
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Impact evaluation using retrospective matched controls

Step 3:Track cohort

21 ﬁ Tracking Jun 2018 - Mar 2019 cohort by Debt severity @ Demographic D0t SEVery

[:1-

JJJJJ Sep 2018
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Impact evaluation using retrospective matched controls

Step 4:Match control sample

F6EA7306D8
HB Ref #

Council tenant
Tenure

2

Number of children

0
Number of non-dependants

Drilldown to household >

£525.5
Monthly rent

£21.19

Income reduction now. weekly

8D4FBODAD9
HB Ref #

Working age
Age group

£473.5
Monthly rent
—

Council tenant
Tenure

In work
Economic status

Lone parent
Household type

Not disabled

£0.0
DHP award, in FY

£0
Except. hardship award. in FY

£556.5

Total arears balance

Worse-off : -£139.9
Universal creciit fransition impact, monthiy

Disability
sabacaiobic
0

Number of non-de;

—Sailidgyen to hou

76FF60FA30

HB Ref #

Working age

Age group

Temporary acco, 7D0C60640E

Tenure HB Ref #

In work

Economic status | working age £467.1
Age group Monthly rent

Lone parent
Household fype

Not disabled
Disabsility

1
Number of childrd]

0
Number of non-d

Drilldown to ho

Council tenant
Tenure

In work
Econormic status

Lone parent
Household fype

Not disabled
Disability

1
Number of children

)

Number of nen-dependants

Drilldown to household >

£3.14
Income reduction now, weekly

£0.0
Income shortfall, monthly

£0.0
DHP award, in FY

£0
Except. hardship award, in FY

£18.9
Total amears balance

Worse-off : -£230.0
Universal credit fransition impact, monthly
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Impact evaluation using retrospective matched controls

Step 5:Compare outcomes

Arrears of treatment and control samples, pre- and post-intervention
B Control @ Treatment

4000
3000
< 2000

& 1000

0
2018 2019
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What would you do with this data?

Quick demonstration of LIFT platform
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Thank you- Questions?

ben@policyinpractice.co.uk
020 3239 5579
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