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Our Ref:

PM/KP
12 October 2011

Council Tax Benefit Reform Team
Dept. for Communities and Local Government

5/H2 Eland House

Bressenden Place

LONDON

SW1E 5DU

Dear Sir
Localising Support for Council Tax in England

Thank you for the opportunity to comment on the proposals for localising support for council tax.  We have considered our response very carefully, involving our partner councils (we are a partner in the South Worcestershire Revenues and Benefits Shared Service) and, following a presentation and debate at a recent meeting of the Wychavon Executive Board, the wider Council membership.  We also had the opportunity to briefly discuss the proposals with Iain Duncan Smith when he recently visited to look at our Revenues and Benefits Shared Service Organisation.

We have deliberately chosen not to answer the more detailed technical questions contained in the consultation paper because we think there are more fundamental problems with the proposals.  Whilst we are very keen to work with the Government on Universal Credit, we consider that the proposals for localising support for council tax are poorly thought through and, if implemented, would have serious consequences for the public, the Council and for the Universal Credit project.

The current proposals to cut council tax benefit support by 10% equates to around £800,000 per year for us.  Protecting pensioners will mean that a much greater burden will fall on working age vulnerable groups.  Due to the age profile of our claimants we estimate that the 10% cut will reduce the benefit for working age claimants by an average of 20%.  If we also protect working age vulnerable groups then the benefit reduction could be significantly higher for those who remain unprotected, leading to cases of extreme hardship.  

Many of those likely to be affected currently pay no council tax.  Not only will councils have many more small debts to collect, these debts will be payable by those who are suffering financial hardship.  The result of this will be an increase in the costs of collection, increased bad debts and ultimately much higher costs and poorer collection rates.  Savings made from the move to Universal Credit could be negated.

We are also concerned about the introduction of these proposals alongside proposals for the retention of business rates.  Whilst we are supportive of the latter we are concerned that a double whammy effect of a major business closing could be difficult for any council to cope with.  Such an event would result in a loss of general council funding at a time when demand for council tax support would be increasing.  

Furthermore, we have particular issues given the two tier nature of local government in Worcestershire.  Whilst it is correct that billing authorities continue to administer any scheme of council tax support, we could be faced with the possibility of our preceptors (County, Police, Fire and parishes) increasing their element of the council tax bill and leading to additional costs for the district council as billing authority.  Unless the proposals are amended or withdrawn, then this could have major consequences for accountabilities and relationships between billing authorities and their preceptors.  

We would argue that there are fairer and less problematic ways to save £500m, roughly 10% of the current council tax benefits bill.  These include 
1. Top slicing the equivalent amount from total local government funding.  This would also require county councils in two tier areas to contribute to this saving

2. Abolishing single persons discount which isn’t means tested and we know is open to abuse currently.  We understand that this would save the required amount, even after allowing for an increase in the council tax benefits bill for those most vulnerable

3. Incorporating council tax benefit within the Universal Credit.  This will have administrative benefits and will also ensure that the work incentive is not eroded.

Finally, if the Government does continue with its proposals as set out, then can we at least have a more realistic timescale?  Implementation in April 2013 simply leaves insufficient time to devise a scheme and consult on it.  This is also insufficient time to design, procure, implement and test new IT systems that would be needed.

I would be more than happy to elaborate on any aspect of this response.
Yours faithfully
[image: image2.jpg]



P Middlebrough

Leader of the Council

Cc
Peter Luff MP, Mid Worcestershire

Harriett Baldwin MP, West Worcestershire 

Karen Lumley MP, Redditch

Stephen Jones, Local Government Association
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