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Executive summary

The nature of this report

This report evaluates the impacts of the introduction of the Local Housing Allowance (LHA) on Housing
Benefit (HB) delivery in the Blackpool Pathfinder. The broad question that the evaluation seeks to address is
whether, overall, the LHA offers substantial administrative advantages in the delivery of HB in the Pathfinder.
In order to answer this question, this report draws on the experience and views of stakeholders in the
Borough, gathered through four rounds of interviews conducted over the two year evaluation period.

The report approaches the key evaluation question by first considering the impacts on HB delivery which
were primarily important in the short term following the introduction of the LHA. It then discusses areas
of HB delivery which might be affected by the new regime, but in practice appear to have been largely
unaffected, before identifying areas where generally beneficial effects have been felt. It then identifies
those issues related to the LHA with which the HB Service and other organisations are still having to deal
at the end of the period before concluding by specifically addressing the main evaluation question.

Introducing and implementing the LHA

The administration of Housing Benefit

The most noticeable impact on the local authority’s administrative structure for HB delivery brought about
by the introduction of the LHA was the need to form a four person Pathfinder Team to oversee and ensure
effectiveimplementation over the two years. The many responsibilities of this Team included the preparation
and dissemination of information concerning the LHA and its attendant administrative arrangements both
prior to going live in November 2003 and at the point at which individual claimants transferred to the new
regime. Extensive work was also undertaken in order to ensure that as many claimants as possible had
bank accounts into which their awards could be paid.

One of the priorities of Blackpool as an authority is to maintain a good service to landlords. Hence, a number
of procedures were introduced, and subsequently revised, in an attempt to prevent large first payments to
claimants not being used to pay their rent, and to ensure that the last payments under an expiring tenancy
would be used to pay the final rent that was due. To prevent further arrears arising, new protocols were
introduced for suspending direct payment, pending investigation by the Team, when landlords reported
missed rent payments. Arrangements also had to be set up to deal with cases where direct payment was not
appropriate because the claimant was vulnerable or otherwise unlikely to pay their rent. These arrangements
required links with a large number of claimant advice and support groups. Further, all these changes were
being introduced in an IT context that, while not at all ‘disastrous’ in terms of LHA delivery, was initially
deficient in a number of respects so that work arounds and manual procedures had to be introduced for
some aspects of processing the award.
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In terms of the implementation and delivery of the LHA there is little doubt that the Pathfinder Team in
Blackpoolwas successful. Thereis also little doubt that virtually none of this work would have been necessary
had the LHA not been introduced. Thus, it is appropriate to characterise the very significant amount of
work involved in the new tasks and roles that the Team undertook during implementation as a direct result
of introducing the LHA.

Assisting claimants with the LHA

Despite the large amount of information about the LHA that was sent to claimants, it was perhaps inevitable
that on going live with the scheme many recipients had clearly not grasped its implications. Thus, the
Customer First Contact Centre (CFCC) experienced a large increase in the number of claimants wanting
to cash their LHA cheque during the first six months of implementation, and dealt with more claimants
than before who were confused about the arrangements under the regime. This led to the creation of a
specialist HB post in CFCC reflecting the need for action in the light of the large number of queries and
problems that were being passed from CFCC to HB processors and the Pathfinder Team.

The LHA's new requirements and arrangements also led to a very significant increase in the number of
callers at the Citizens Advice Bureau (CAB), immediately following the introduction of the LHA, concerns
were raised regarding a lack of understanding of the workings of the new regime. However, later in the
two year period CAB reported that the nature of the issues raised by their clients had changed since those
early months. Clients were less concerned with seeking information on how the LHA worked and more
concerned with suspensions of benefit, particularly in cases of alleged arrears. More generally, fewer
households experienced problems that solely concerned the LHA.

Claimants’ access to bank accounts

Prior to the introduction of the LHA there were conflicting views among stakeholders in Blackpool as to
the difficulty or otherwise that claimants eligible for direct payment but without bank accounts might
have in opening an account for the first time. In practice, many stakeholders —including CAB workers, the
Pathfinder Team, the Homelessness Service and some landlords - spent a great deal more time and effort
in assisting claimants in opening bank accounts in the early days following going live with the new regime
than had been anticipated.

The drive to encourage claimants to open bank accounts has been largely successful. Of those claimants
receiving direct payments by the end of the Pathfinder period, 75 percent had their LHA paid into their bank
account, a rise from 68 percent six months after going live with the new regime. When the proportion of
direct payment recipients who (now) have accounts but choose not to use them for their LHA awards is
considered, this figure rises to around 92 percent. However, the success has required a significant amount
of effort and resources to achieve.
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The work of Rent Officers

In the case of Blackpool, the introduction of the LHA has had little impact on one aspect of the work of
Rent Officers (ROs), and a significant impact in at least two other aspects. The area where there has been
little impact is that of setting the LHA rates. This exercise is equivalent to setting the Local Reference Rent
(LRR) —and, of course, the LHA becomes the LRR in the other two authorities making up the Broad Rental
Market Area (BRMA) in the Blackpool area - and thus does not require additional effort or new technical
skills on the ROs part.

The first area where there was an impact, immediately prior to the introduction of the LHA, was the necessity
to consider whether the existing ‘locality’ for LRR purposes under previous HB regulations could serve as
the BRM required for LHA purposes. After extensive analysis, the outcome of these deliberations was that
it would so serve and thus no redefinition was required. Second, and as expected, there was a significant
fall in requests for determinations from Blackpool (a 90 percent reduction), the Borough having previously
generated more such requests than any other covered by the RO Team responsible.

This has two furtherimplications for the Service. First, the information that the requests provided about both
the rental market trends and which properties were and were not occupied by HB claimants was no longer
available. Hence, ROs had to make additional efforts both to expand and clean their database. The second
implication is that the decline in the need for individual determinations has raised concerns the future role
of the RO Service once the LHA is rolled out to other local authorities. This is addressed further ahead.

The work of Jobcentre Plus

In Blackpool the LHA was introduced at exactly the same time as Jobcentre Plus locally were introducing
the Customer Management System (CMS). The main difficulty encountered during the much of the LHA
implementation period was that under the initial releases of the system (CMS R1 and CMS R2) the CMS,
as a national initiative, did not collect either the information necessary either for Jobcentre Plus officers
to estimate what a claimant’s LHA (or HB) entitlement might be or all the information that the authority
required in order to make the assessment. Consequently, Jobcentre Plus officers had to complete up to
five additional forms for LHA/HB claimants during their interview and pass these on to HB administration
on a daily basis. This proved time consuming for the officers concerned.

This situation improved towards the end of the evaluation period as a result of the introduction of CMS R3
which provides much more of the information necessary for LHA/HB purposes and which has made this part
of the claimant interview and assessment process faster and very much more efficient as a result. However,
it is still the case that Financial Advisors do not seek to give advice about the LHA or the availability or use
of possible LHA excesses, and claimants rarely raise these as an issue. Hence, by the end of the evaluation
period, the work of Jobcentre Plus officers under the LHA in many respects differed little from that under
previous arrangements for HB.
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Achieving Direct Payment to claimants

As a result of the introduction of the LHA and of the administrative arrangements that have been putinto
place to deliver it, there has been a marked increase in the percentage of claimants receiving the LHA direct
both in Blackpool. The figure rose from an estimated maximum of 50 percent of claimants receiving HB
directin November 2003 to 86 percent one year later, when all eligible claimants had been transferred onto
the LHA, and stood at 79 percent by November 2005. This suggests that Blackpool has been successful in
significantly increasing the number of claimants receiving direct payment.

However, it as also the case that at the end of the period Blackpool was making direct payment to a
somewhat lower percentage of claimants than the average for the Pathfinders (85 percent). The reasons
for this mainly relate to the nature of the PRS HB caseload in the authority which contains a significant
number of single, mobile and transitory claimants and it would seem a larger proportion of claimants who
fall within the category of vulnerability. It may also reflect, in part, the authority’s response to the very vocal
opposition of local landlords to direct payment and the arrangements that the authority has put in place
to deal with, particularly, arrears. In these circumstances a somewhat lower than average percentage of
direct payments is to be expected.

Business as usual? Areas where the LHA has had little impact

It is clear that some areas of HB delivery have not been affected by the introduction of the LHA. In respect
of the HB Service specifically, those administrative functions associated with the collection and verification
of evidence for the means test, for example, are unaffected by the provisions of the LHA regime. Further,
while some tasks have changed over the two year evaluation period, such as the increase in visits to particular
high risk claimants, this has been a result of changes in other HB regulations, not the LHA itself.

Three areas of HB delivery where the LHA was expected to have some effect, but where very little impact
has been identified, are in the work of the Fraud and Appeals Teams, the requests for Discretionary Housing
Payments (DHPs). Considering each in turn:

Fraud

In the first few months of implementation Blackpool prosecuted three cases where LHA cheques had been
cashed by claimants who had then claimed that their cheques had been stolen. Since then there have
been no further prosecutions on the grounds of instrument of payment fraud. Towards the end of the
evaluation period the Team took part in a data matching exercise comparing the number of dependants
and non-dependants listed when claiming LHA and tax credits. Cautions were issued in three cases where
household size was smaller than that claimed for LHA purposes.
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However, it appears that only one of these households had deliberately made a false claim. In the other
two cases it appeared that the households had simply failed to report the change of circumstances that
the departure of a household member constitutes. This breach of the rules governing HB is not peculiar
to the LHA. Consequently, it is still the view of those involved in fraud investigations in Blackpool that the
LHA has not led to an increase in HB fraud.

Appeals team

The private rented sector (PRS) generates the majority of requests for reviews and appeals, as has always
been the case. Since the introduction of the LHA there have only been two formal appeals to The Appeals
Service (TAS) concerning the new benefit. One case was brought by a landlord disputing a direct payment
decision: this was decided in the local authority’s favour. The second appeal to reference the LHA explicitly
was part of alengthy and complicated case where, among other issues, the LHA rate that had been awarded
was disputed by the claimant. HB administration resolved this aspect in the claimant’s favour prior to the
appeal but were keen to have TAS confirm that the other actions taken were appropriate. Thus, overall,
the impact of the LHA on the core work of the Appeals Team has been minimal and has not required any
fundamental or lasting changes to the Team’s activities or procedures.

Discretionary Housing Payments

In the year leading up to going live with the LHA, about 10-12 applications were received and dealt with at
each fortnightly DHP Panel meeting. The overwhelming majority of these were from tenantsin the PRS and
most were for shortfalls (where the maximum benefit that the claimant could receive before deductions
was less than the rent) or deficits (where the actual amount received after deductions was less than the
rent) or the arrears that had arisen from these. The introduction of the LHA has led to a small decrease in
both the number of DHPs to around 6-8 per Panel meeting. This is ascribed to LHA rates not being subject
to property specific restrictions, thus leading to lower shortfalls and deficits.

One effect that the LHA appears to have had in respect of DHPs is on the type of request that is now being
made. Officers and Panel members have noticed that more applications involve requests for LHA rates for
a greater number of rooms than the size the household requires under the regulations, mainly on medical
grounds. This may reflect the more explicit incentive that the LHA offers in cases of eligibility for a larger
numbers of rooms.

Easing the administrative burden? Some positive impacts of the
LHA on Service Delivery

There are some areas of HB delivery to which the LHA seems to have brought some administrative
advantages. These areas include the easier determination of claims and some improvements in processing
times. Further the LHA has one particular advantage from the point of view of those advising and assisting
claimants, and a further advantage for the Homelessness Service. The regime could also be argued to
offer an advantage in respect of resource savings in the RO Service. Although not solely, or perhaps even
primarily, an administrative concern, the LHA can also be argued to have brought additional advantages
in terms of it transparency and fairness.
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Determining a claim

While in the early stages of implementation processors in the Determination Team, responsible for the final
calculation of claimants’ HB/CTB entitlements, were somewhat wary of and experienced some difficulties
with the LHA, this seems to have been a relatively short term effect. In the later stages of the evaluation the
LHA was said to have speeded processing and eased the work of the Team by, for example, reducing the need
to collect or assess proof of rent and to calculate service charges and other charges for deduction from the
reported rent. There is also much less need for interim or temporary payments which subsequently have to
backdated or reclaimed through overpayment procedures. The absence of RO determinations has directly
affected processing because it is no longer necessary to make a determination once a claim is received.

An indication of the comparatively greater simplicity of assessing a claim under the LHA is that new staff
are now started on LHA assessments in order to familiarise themselves with the HB processing system. By
the end of the Pathfinder period the LHA regime was clearly seen as an improvement over the previous
arrangements as far as the work of the Determinations Team is concerned.

Processing times

At the point at which the LHA was introduced the HB Service in Blackpool was taking an average of 32
days to process new claims from the PRS. In the final year of the Pathfinder (2004/05) processing times had
fallen to 18 days on average for new LHA claims. The nature of processing that the LHA brings, outlined
above, doubtless assisted in the reduction of processing times and in maintaining the administration’s
quality of service.

While it would be heroic to suggest that the LHA is the sole reason for all of these improvements, processing
times have fallen faster among the Pathfinders as a group than among authorities nationally, and have
fallen faster in Blackpool than in the Pathfinders as a whole. This suggests that at least part of the reduction
probably can be attributed to the LHA, particularly when added to the observation that some aspects of
LHA processing are simpler and faster, as some participants in this evaluation have suggested.

Assisting claimants

One point that many officers and advice workers made strongly during the evaluation was that under the
LHA it was much easier to advise claimants about their likely entitlements and that this advice was much
easier for claimants to understand. The fixed LHA rates, in removing for advisors and clients alike the
previous major uncertainties concerning the rent level of an individual property which would be set prior
to LHA, thus assisting the work of those involving in advising claimants. This represents a major benefit of
the LHA for these stakeholders.
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The LHA has also assisted homelessness officers in finding PRS accommodation for homeless households.
Households requiring a PRS property can be assisted through the authority’s Bond Scheme which is managed
from within the Service. The Homelessness Service also requests HB administration to pay the LHA (or rent,
whichever is lower) of households assisted under the Bond Scheme to the landlord. The combination of
the bond schemes, payment to the landlord and the fast tracked LHA application that the Service can also
offer makes granting a tenancy to homeless households a much more attractive proposition to landlords.
This has made the work of homelessness officers in this respect, less difficult. If payment to landlords was
still the norm, as under previous HB arrangements, this would not be the case.

Rent Officers

Since the delivery of the LHA to PRS claimants will require fewer RO resources than under previous
arrangements, this can be argued to be one of the advantages of the LHA from the point of view of benefit
administration and delivery. However, it isimportant to record here that there is, understandably, a strongly
held view that when the LHA is rolled out the new regime will ‘devastate’ the Service. There are very clear
career concerns within the Service that are amplified by the uncertainty at present as to when and how the
LHA will be rolled out, about the status of current employment contracts in the case of some individuals
and, more generally, about the future of the Service itself.

Transparency and fairness under the LHA

A very clear advantage of the LHA to those involved in HB administration and delivery is the clarity and
transparency of the regime. Outside of the early months of the implementation period, this has reduced
the need for many claimants to seek basic advice, removed the uncertainty over what their maximum
entitlement will be, and increased the information available to them upon which to make decisions about
theiraccommodation. As noted above, in this way the LHA also makes the work of those advising claimants
easier.

Many participants in Blackpool also see the LHA as more equitable than previous arrangements and there
is significant support among the HB officers and those advising and assisting claimants for the principle
of direct payment as a fairer means of delivering benefit in the case of most claimants. Further, many
would agree with the government’s view that direct payment gives claimants responsibility for managing
their financial affairs. The basic principle that the LHA is the claimant’s entitlement and therefore should
(normally) be paid to them is, therefore, seen as right and proper by the majority of participants concerned
with delivering the new allowance.

Further, shortfalls have been reduced and some claimants have become eligible for an excesses. This
improves the well being of claimants and as such can be seen as assisting deprived, low income groups.
However, in the context of the Pathfinders as a whole, the average gains are relatively modest in Blackpool
and more claimants continue to have shortfalls than have excesses. Thus there are fewer concerns than in
some other areas about the financial gains that some individuals in specific circumstances have been able
to make under the current regulations.
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Delivering the LHA: Some continuing issues

There were a number of issues that, at the end of the evaluation period, were still on-going in the sense
that they appear to have implications for the delivery of the LHA outside of the evaluation period. The areas
concerned are overpayments and the scale of requests for a switch of payment to landlords on the grounds
of arrears or claimant vulnerability, and the arrangements made for dealing with those requests. The ability
of claimants to manage bank accounts once opened is of some concern and also needs to be considered.
There are also some local debates about the relationship between receipt of the LHA and homelessness.

Overpayments

Overthe twoyear period, the LHA required no major procedural change in the way in which the Overpayments
Team operated and did not require a change in the number of Overpayments officers or additional resources
forthe Team. Seeninthislight, theimpact of the LHA on thisarea is minimal. However, there isa concern that
even if the number of overpayment cases has not increased significantly, the value of those overpayments
could be greater, because of the higher payments under the LHA. Further, since the potential rate of reclaim
from tenants is lower, the total value of overpayments outstanding could increase, or at least reduce more
slowly, than under previous arrangements where third party reclaim was more common.

Arrears and vulnerability

At the end of the evaluation period 80 percent of LHA claimants were receiving their entitlements direct,
which represents a considerable change from Baseline when only a minority of tenants were receiving
their entitlements direct. Over the two year period HB administration in Blackpool received almost 3,500
requests for payment to be made to the landlord on the grounds of arrears or vulnerability. Ninety three
percent of the requests where sufficient evidence was provided were successful in the sense of having the
LHA paid to the landlord as a result.

Almost 60 percent of the all payments to landlords were on the grounds of arrears. Under local procedures,
using the discretion allowed in LHA regulations, Blackpool will switch payment to landlords, if evidence of
missed payments is provided, prior to the mandatory stage at which eight or more weeks arrears have been
accrued and were, during the Pathfinder, prepared to suspend direct payment when arrears were alleged.
This policy of early intervention means that very few of the cases where the landlord received payment on
these grounds involved arrears of eight or more weeks. Thus in November 2005, for example, no payments
were being made to landlords on the grounds that eight weeks arrears or more had been accrued.

Some claimant advisors expressed concern that landlords were exploiting the vulnerability and, particularly,
the arrears procedures to secure an end to direct payment and others ascribed the somewhat more muted
opposition to the LHA on the part of landlords locally to the relative ease with which landlords could have
payments switched to themselves. Officers dispute this contention, arguing that the finding that one in
every five claimants do not receive direct payment is primarily a reflection of the nature of the claimants on

10
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Blackpool's caseload. Senior officers also maintain that the arrears and vulnerability arrangements reflect the
assurances given to landlords in the run up to the introduction of the LHA and help to meet the authority’s
objective of giving a good service to landlords.

One full time officer plus colleagues in the Payments Team take responsibility for vulnerability and arrears
decisionsand reviews. Even given these resources, reviewing previous arrears and vulnerability decisions are
very time consuming, requiring the parties at the point of review to provide evidence once more as to the
arrears or personal circumstances of the claimant. Further, the arrangements for arrears and vulnerability,
plus Blackpool's procedures for paying first and last payments, make the task of ensuring that the right
party is paid the correct amount at the appropriate address particularly important and resource intensive.
As one officer put it, the LHA ‘adds payment....issues to HB administration’ which were not present to the
same extent under previous HB arrangements.

Managing bank accounts

All participants in the evaluation had examples of LHA recipients who had problems managing their bank
accounts. Some claimants faced overdraft charges because their standing orders for their rent did not
match the date of the actual receipt of their entitlement, and other claimants had their awards ‘frozen’ in
their accounts because of previous overdrafts. One landlord estimated that he had lost £3,000 in total in
unrecovered arrears due to tenants who had actually received their LHA being unable to withdraw it from
their accounts. Such problems add to the work of HB administration as landlords claim for arrears and
claimants seek help in managing their accounts.

In some cases, as reported by the CAB for example, the problem particularly affects longer term claimants
who, are having problems in managing new bank accounts for rent payment purposes. In other cases,
the problems arise simply because claimants are on a low income and thus have little financial cushion to
protect them should anything go wrong with their account management. In other cases problems arise
because of the policies of certain banks and their action taken in cases where a difficulty arises which might
only be short term. Local CAB workers —and the CAB nationally (see Banking Benefits, CAB, 2006) - have
highlighted cases where banks have exercised their rights unilaterally to take money out of claimants’
accounts to settle debts owed to the bank and have levied high charges for a single missed direct debit or
standing order.

The LHA and homelessness

It was noted above that the ability to secure LHA payments to landlords for homeless households was seen
asan advantage of the scheme by the Homelessness Service. Further, it would appear that no one, including
landlords with whom the matter was discussed, ascribes the significant increase in homelessness in the
Borough to landlords refusing accommodation to LHA claimants or evicting existing tenants because they
are in receipt of the LHA. The main reason for the increase was ascribed to the wider provisions introduced
under the Homelessness Act of 2002.

11
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However, the loss of a PRS tenancy is the most significant cause of homelessness in the Borough and
officers do believe that the LHA is implicated in this in cases where households become homeless after
receiving direct payment and have failed to pay some or all of their rent under their tenancy. Thus, as one
officer put it:

The LHA is not causing the increase in homelessness, but there are cases of households becoming
‘intentionally’ homeless [under homelessness legislation] because they have received the LHA.’

It is recognised by those in the field that many households who become homeless as a result of arrears
accrued under the LHA have also broken other tenancy conditions or indulged in ASB. Others have had
difficulty in managing bank accounts. It may also be the case that landlords who wish to end a tenancy
allow arrears to build up — and not quickly inform HB administration of the fact — because it is easier to
evict on these grounds than on the grounds of a breach of some other tenancy conditions. Further, as one
Homelessness Officer observed, "We only see people who have trouble sustaining their tenancies’.

There were nevertheless concerns that the presumption of direct payment under the LHA regulations could
prove to be problematic over time. A Homelessness Officer argued that ‘People who are homeless aren’t
taking control of their lives and the LHA hasn’t improved that’. As a result her view was that from her
perspective of work with the homeless, on balance, ‘if the LHA was abandoned, we wouldn’t necessarily
miss it’.

Does the LHA carry substantial administrative advantages?

It is clear from the above and from the main body of this report that the LHA will bring resource savings in
respect of the RO Service, and that it has increased the clarity of entitlement which has benefited claimants
and those who advise and assist them. It may also have contributed to somewhat easier and swifter claim
processing. On the other hand, new and time consuming procedures concerning vulnerability, arrears and
payments have had to be introduced, and some difficulties with all of these are still being encountered.

On balance the net effect administratively of the LHA in Blackpool in the longer run, i.e., ignoring set up
costs and some specificimplementation difficulties, is probably positive, butitis unlikely that this constitutes
a ‘substantial’ advantage to HB administration and delivery. Certainly the LHA is now ‘mainstreamed’
within the HB Rent Services, and while there are likely to be resource savings in the Rent Service as a result,
in respect of the HB Service ‘LHA is certainly not a way of saving on HB administration’, as one Benefit
officer put it.

Asecond consideration is that, though they are very important, administrative advantages or disadvantages
aresimply one elementin judging the net benefits generated by the LHA scheme. The Evaluation Programme
forthe LHA incorporates a very wide assessment of the net benefits of the scheme, including an assessment
of the impact of the LHA on claimants, landlords and the private rented market. Thus, the case for the LHA
does not stand or fall solely by its effects on HB administration.

12
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Chapter 1: Introduction

About this report

Thisreport evaluates the impacts of the introduction of the Local Housing Allowance (LHA) on Housing Benefit
(HB) delivery in the Blackpool Pathfinder. The LHA differs from previous HB arrangements for claimants in
the private rented sector (PRS) in three important ways. First, the benefitisintended in normal circumstances
to be paid direct to the claimant, rather than to their landlord. Second, household entitlements under the
LHA are determined by the size of the household and thus the size of property that they are deemed to
require. Third, the LHA rates are set by the Rent Service to reflect the rents at the mid point of the range for
differentsized properties locally. Although claimants’ entitlements continue to be subject to the means test,
under the LHA regime those entitlements do not depend on the specific property that claimants occupy,
in the great majority of cases, or the actual rent of that property. If a claimant’s LHA entitlement exceeds
the rent of the property that they occupy, then the claimant receives their full entitlement and the surplus
is not counted as part of their income for benefit or tax assessment purposes.

These changes to the HB regime potentially impact on the way in which those organisations and agencies
involved in the delivery of the scheme in Blackpool carry out their work. The aim of the evaluation was to
assess the significance of any changes and, more specifically, to address a set of questions the answers to
which would assist both the design of the final LHA scheme on national roll-out and assist HB administration
and other organisations in non-Pathfinder authorities in accommodating the scheme. The broad question
that the evaluation seeks to addressis whether, overall, the LHA offers substantial administrative advantages
in the delivery of HB in the Pathfinder. Within this, there are four specific questions that the evaluation
attempts to answer in the light of the experience of Blackpool:

i. Which, if any, aspects of the new regulations have had the greatest impact on the way in which the
benefit is administered in terms of key areas such as the speed of claim processing, the detection of
fraud and the incidence of overpayment?

ii. Is the LHA in practice essentially equitable (fairer) as a way of delivering assistance with housing
costs?

iii. Will it be possible to replicate practices relating to the setting of LHA across all types of market?

iv. Has the hoped-for transparency with regard to LHA administration been achieved, and have any
administrative consequences that were unforeseen come to light during the evaluation period?

The structure of this report

In order to provide answers to these questions for the case of the Blackpool Pathfinder, this report proceeds
as follows. The remainder of this Chapter explains briefly how the evaluation was carried out in Blackpool
before, in Chapter Two, identifying the changes in HB and other national policies in addition to the LHA
which might have affected HB delivery. That Chapter also sets the local context of Blackpool against which
any changes identified in this report need to be assessed. Chapter Three is concerned with the short term
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impacts of the implementation of the LHA, short term impacts here being interpreted as those which were
felt largely in the earlier part of the two year Pathfinder (and evaluation) period, but which were perhaps
not of such significance subsequently. Chapter Four discusses areas of HB delivery which over the two years
the LHA might have been expected to be affected by the new regime but in practice appear to have been
largely unaffected. Chapter Five then identifies areas where generally beneficial effects have been felt,
while Chapter Six discusses those issues and changes in working practices related to the LHA with which
HB and other organisations are still having to deal at the end of the period. Chapter Seven then draws on
the preceding Chapters to specifically address the evaluation questions identified on page 13.

Before proceeding, it is important to draw attention to a matter of terminology. As noted in page 13, the
LHA is another way of delivering HB which differs from the way in which HB is delivered to the PRS in areas
outside of the Pathfinder authorities and which differs from the way in which it is delivered in the social
rented sectors in all areas. Despite these differences, the LHA is nevertheless part of the HB system and
claimants on the LHA are still regarded as receiving HB. Thus, when the LHA arrangements are contrasted
with HB arrangements below, this is to be interpreted as ‘HB arrangements under the LHA regulations’
contrasted with ‘"HB arrangements under the non-LHA regulations’.

Conducting the evaluation

The key stakeholder groups in Blackpool that are involved in the delivery of the LHA, and are thus most likely
to be affected by its implementation, were identified as HB administration, the Rent Service and Jobcentre
Plus. In addition, a potentially important role is played by agencies internal and external to the Pathfinder
authority that give advice and assistance to claimants, and others, on such matters as personal finance and
budgeting, and homelessness. Hence, in Blackpool the Citizens Advice Bureau, which is also responsible for
the Money Advice Service, and the authority’s Homelessness ("Housing Options’) Service were also included
in the evaluation as important stakeholders. It should be noted that a series of, often informal, meetings
were also held with landlords at each stage of the evaluation in order to ensure that those issues seen as
important by this group could be fully addressed in the interviews with appropriate stakeholders involved
in delivering the new Allowance. These discussions are reflected in the report concerned with the impact
of the LHA on landlords and are referred to only in passing in what follows.

Aseniormember of staff from the Centre for Urban and Regional Studies at the University of Birmingham was
responsible for conducting a series of interviews with individuals from the stakeholder groups in Blackpool.
These interviews followed a set of topic guides, see Appendix, designed for each type of stakeholder (which
were also used in the other eight Pathfinders) in order to elicit information and views on a core set of topics.
Ample opportunity was also given during the interviews for stakeholders to raise issues about the delivery
of the LHA which were particularly significant for them and for the Blackpool area.

The interviews were conducted at four points in time in order to identify how HB was being delivered prior
totheintroduction of the LHA ('Baseline Stage’) and to contrast this with any effects on delivery which were
emerging six months, fifteen months and two years after the new arrangements were introduced. Since
the LHA was introduced in Blackpool at the end of November 2003, the evaluation visits and interviews
took place in:

14



Local Housing Allowance Final Evaluation:
Implementation and delivery in Blackpool

e Mid-November 2003 (Baseline)

e May 2004 (‘Wave One’ of the Evaluation)
e February 2005 (‘Wave Two’)

e Late November 2005 (‘Wave Three’).

Once the interviews at each stage were completed, working papers were prepared identifying the impacts
of the LHA which had been observed at each visit.

The LHA Pathfinder Project Manager and the other stakeholders in Blackpool checked the four working
papers for factual accuracy before they were submitted to the DWP as a working documents to be drawn
upon in subsequent reports. This evaluation report is based upon these four working documents, and on
the subsequent discussions with both DWP and the Blackpool stakeholders.
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Chapter 2: The context

Introduction

This Chapter outlines the major features of the context within which Blackpool HB Service and other
stakeholders concerned with LHA delivery are working. It proceeds by first identifying some of the key
changes in national legislation and regulations which have affected the way in which HB is both claimed
and delivered. It then highlights some of the changes in national housing policy more widely that might be
expected to impact on the work of those dealing with LHA claimants and on landlords providing housing
for those in the PRS. A number of these changes, and their impact in Blackpool, are referred to in more
detail in the Chapters which follow.

The Chapter then briefly indicates some of the features of Blackpool that are pertinent to this evaluation
before discussing the nature of the local PRS. After examining the structure and caseload of the HB Service
in the Borough, the Chapter concludes by describing the administrative arrangements that were made by
the Service for the introduction of the LHA.

National context

Changes in Housing Benefit regulations

The Government outlined its intention to reform HB in the April 2000 Housing Green Paper Quality
and Choice: A Decent Home for All (London: Department of Environment, Transport and the Regions/
Department of Social Security). This was followed by detailed proposals in October 2002 in Building choice
and responsibility: aradical agenda for Housing Benefit (London, DWP) in which the Governmentannounced
its intention to introduce the LHA in the de-regulated private rented sector in the nine local authority
Pathfinders and also introduced a wide range of other measures aimed at improving the administration of
HB and CTB. These other measures included:

e The abolition of ‘Benefit Periods’ for Pensioners from October 2003 and for working age people from
April 2004 which was replaced by targeted reviews (‘interventions’) based broadly on an assessment
of the risk of claimant fraud and error. This means that HB (and subsequently LHA) claimants no
longer need to reapply for HB yearly regardless of whether or not their circumstances have changed.
Prior to this change, HB could generally be awarded for a maximum of 60 weeks, and then had to
be reclaimed. This is expected to reduce unnecessary form filling for claimants and to reduce the
workload of HB administration.

e The treatment of entering work as a ‘change of circumstances’, introduced in April 2004, was part
of the abolition of Benefit Periods for working age people. This means that a new benefit claim is
not required for the vast majority of people moving into work. Instead, it is treated as a change of
circumstances, requiring a much shorter and less complex administrative process. Similarly, changes
of address within an authority are now also treated as a change of circumstances.
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* In April 2004, the abolition of the CTB rule which restricted the benefit available to people in property
in bands F, G and H to the benefit available for bands B and E claimants.

e Alongside the end of review periods for those claiming Pension Credit, people who have reached the
qualifying age for Pension Credit (60 years) can have their HB/CTB backdated for a year, or to the date
at which they reached 60 years if that is less than a year, without having to demonstrate good cause
for backdating.

e The Housing Benefit ‘run-on’ for people starting work was widened in 2004 to include Incapacity
Benefit (IB) and Severe Disability Allowance (SDA) claimants. Broadly, the run-on means that people
who start work after being on benefit for a continuous period of 26 weeks or more receive their ‘out
of work’ HB/CTB for the first 4 weeks in a new job. Previously only those on Income Support or on
both Job Seekers Allowance (JSA) and IB qualified for run-on after starting work.

e Any Tax Credit arrears are treated as capital for benefit purposes from April 2003. Tax Credit awards
from April 2005 are taken into account much more simply for HB/CTB purposes by being treated as
current income rather than using complicated attribution / retrospection rules.

e From October 2002 rapid reclaim procedures were introduced for people returning to HB/CTB after
12 weeks or less. This means that a full new claim is no longer required.

In addition over the same period other changes were made to the operation of Jobcentre Plusand a number
of DWP initiatives took place between 2002 and 2006 to improve local authorities’ performance in HB
administration. These included offers of support from the DWP Help Team and from the Benefit Fraud
Inspectorate’s Improvement Team.

Changes in Jobcentre Plus

The Customer Management System (CMS) was first implemented in Scotland in July 2003 and through a
dedicated rollout is now moving towards full nationalimplementation alongside the full rollout of Jobcentre
Plus services. The aim of CMS is to improve the way in which information is gathered and verified for benefit
claims. The way local authorities receive ‘passported’ claims from the Jobcentre Plus (that is, claims from
those entitled to claim JSA) changes under CMS. Any improvements in the speed of processing primary
benefit, such as JSA, are expected to have a positive effect on the speed of processing HB/CTB claims. The
CMS rollout programme included all, or in some cases only part, of the local authority areas involved in the
LHA Pathfinder initiative over the course of the evaluation period.

Strategies to prevent Housing Benefit Fraud and Error

The Verification Framework (VF) and Security against Fraud and Error (SAFE) represent major strategies
intended to prevent HB fraud and error. SAFE is an anti fraud incentive scheme which offers subsidies to
local authorities for identifying incorrect benefit claims, for correcting those claims and for administering
sanctionsand prosecutions where appropriate. Itis one element of the anti-fraud and error schemes available
to local authorities and complements the VF scheme. Together, the two schemes captured the end-to-end
process of prevention, detection and deterrence, and reflect the DWP’s overall strategy of reducing errors
and fraud in the administration HB/CTB.
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There have also been a number of other initiatives aimed at improving the accuracy of HB administration
and assessment. These include:

e Moves to improve data sharing between local authorities and other agencies (Jobcentre Plus, Pension
Service, Inland Revenue) to help them assess new claims more accurately and keep up to date with
claimants’ changes of circumstances.

e The rules on how local authorities take into account new Tax Credits have been simplified to minimise
errors. At the same time, non-declarations of such Credits are being identified through data-match
referrals to councils.

e Further improvements have been made in the quality of data matches and in the risk scoring processes
so that fraud investigators can focus their efforts on those cases with the highest risk of committing
fraud. More frequent (monthly) data matches have also been introduced since April 2004.

Housing Policy and other interventions in the Private Rented Sector

The Homelessness Act 2002, broadly mirrored in the Homelessness Scotland Act 2003, provides greater
protection to those in priority need for housing, such as families, and is intended to give people more
choice in the housing they receive. This constitutes the main part of the government’s strategy for tackling
homelessness in England and Wales. The Act also extends the priority list to include 16 and 17 year olds,
and 18to 21 year olds leaving care, as well as those fleeing violence. It requires all local authorities to carry
out a homelessness review, develop a homelessness strategy for their area to prevent homelessness, and
provide accommodation and/or support for people who are, or may become, homeless. Guidance was
also issued which emphasised the need for a proactive approach to securing accommodation in the private
rented sector, reinforced by central government targets to reduce the number of households in temporary
accommodation.

Other, wider regulatory changes have been introduced through the Housing Act 2004. The provisions of
this Act include:

e Powers for local housing authorities to licence Houses in Multiple Occupation (HMOs) with mandatory
licensing for larger, higher-risk HMOs and discretionary powers to license smaller, multiple-occupied
properties

e Selective landlord licensing enabling local authorities to tackle low housing demand and the difficulties
of anti-social behaviour, and powers to make management orders for PRS properties

e New property and building regulations, including the new Housing Health and Safety Rating System
(HHSRS) to replace the current housing fitness standard.

Considering each of these in turn, in respect of licensing of HMOs, the Scottish Executive initially took the
lead inintroducing the licensing of houses in multiple occupation (HMO) in Scotland with a rolling approach
which is intended to eventually include all accommodation with three or more storeys. The Housing Act
2004 introduces licensing of HMOs from April 2006 making it mandatory to license larger (three floors
and greater), higher-risk HMOs. Local authorities will also have the discretion to extend licensing to other
categories of HMOs in order to address particular problems that may exist in smaller properties. These
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licensing possibilities are reflected in the ‘Mandatory’ and ‘Additional’ Licensing Schemes available under
the Act.

The Act also provides for a new definition of an HMO, and limits the scope of licensing and enforcement
action (other than in relation to action under the new Housing, Health and Safety Rating System) to certain
types of HMOs within that definition.

The Act further extends local authorities’ powers to licence and accredit landlords in areas of housing market
failure, low demand or neighbourhood decline. Areas experiencing a significant and persistent problem
of anti-social behaviour can also be included. Some local authorities have introduced voluntary landlord
accreditation schemes to help bring property up to the decent home standards. Landlords who join such
schemes are “accredited” if they agree to meet specified management or property standards and if they
abide by that agreement.

The Act also builds upon and extends recent policy changes affecting property and building regulations.
These constitute a wide body of measures and interventions in respect of domestic and residential property,
and include fire retardant upholstery in furniture in rented property, and tighter control of gas and, more
recently, electrical fittings installation, maintenance and replacement.

Landlords operating in all sectors of the market are affected to a greater or lesser extent by these changes
irrespective of whether they operate in a Pathfinder area or in the HB sub-sector of the local PRS. It would
appear that for some landlords, the implications of the policy changes in respect of licensing in particular
are of more concern than the impacts of the LHA.

Blackpool in context

Accordingtothe 2001 Census, the resident population of the Borough on Census day was just over 142,000,
making Blackpool one of the smaller Unitary Authorities. However, this clearly understates the seasonal
influx of visitors and other temporary residents, and it is also notable that the density of population in the
town is, at 40.75 persons per hectare, one of the highest in England and Wales outside of the London
Boroughs. Almost a quarter of the population live in flats, apartments or maisonettes and 19 percent of
all households comprise single adults of non-pensionable age.

Unsurprisingly, Blackpool has a significantly higher percentage of its working population employed in hotels
and catering (13 percent) than is the case for England and Wales as a whole (under 5 percent) while service
employment more generally is, at 89 percent of employees, almost 10 percent higher than in England and
Wales. There is correspondingly lower employment in manufacturing (7 percent compared to 14 percent)
and there is also more part-time employment, particularly among males, than in the two countries (13.2
percent compared to 9.6 percent).

In terms of labour demand, the ‘job density’ indicator (the number of jobs and vacancies per working age
resident), is relatively high at 0.9 in 2001 compared to 0.8 for the North West and 0.8 for GB. This may
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reflect jobs and vacancies that are available to those in commuting distance of Blackpool but do not live
within the local authority, and the presence of seasonal jobs and vacancies for non-residents that may be
picked up in the statistics.

The Private Rented Sector in Blackpool

Table 2.1 shows the percentage of households renting in the PRS in Blackpool by ward in 2001. Excluding
households stating that they paid no rent, the data indicates that about 18 percent of households rent
privately in the Borough: including rent free households raises this figure to the 20 percent (19.3 percent)
often quoted by interviewees in the study. This figure is around twice the national average for households
renting in the PRS. Table 2.1 indicates that the inner wards of Bloomfield and Talbot have the highest
incidence of private renting but four other wards - Waterloo, Claremont, Warbreck and Brunswick - have
over one in five households renting privately.

The Census figures for the PRS in Blackpool have been disputed by those involved in the authority’s PRS
strategy. It was argued that the size of the PRS is significantly underestimated in the Census: for example,
it was suggested that there were at least 2,800 houses in multiple occupation (HMOs) which, with an
average of five tenancies per HMO, would yield an number of households in these properties alone that
would exceed the Census estimate for all households in the PRS.

The Census also shows that while one and two person households make up an extremely large proportion
of all households in Blackpool (70 percent), three quarters (76 percent) of households in the PRS are of this
size. Further while just over six percent of all households live in one or two room properties, 17 percent
of PRS households live in dwellings of this size and, indeed, make up two thirds of those who live in these
smaller properties.
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Table 2.1 Total households and households privately renting in Blackpool
2001 by ward: Wards ranked by percentage of households renting

Ward All Households PRS Households* PRS Households as % of
All Households
Bloomfield 3,170 1,410 45
Talbot 3,340 1,350 40
Waterloo 2,920 1,030 35
Claremont 3,490 1,200 34
Warbreck 2,870 690 24
Brunswick 3,410 750 22
Victoria 3,060 560 18
Tyldesley 3,040 520 17
Squires Gate 2,730 450 17
Bispham 2,700 410 15
Layton 3,130 460 15
Hawes Side 3,160 410 13
Clifton 3,130 300 10
Marton 2,940 260 9
Anchorsholme 3,180 260 8.
Stanley 2,820 230 8
Highfield 2,920 230 8
Greenlands 2,890 210 7
Park 3,130 200 6
Ingthorpe 3,140 190 6
Norbreck 2,780 160 6
Blackpool 63,930 11,290 18

* Excludes ‘Rent Free'.
Source: Census 2001.
NB: All figures rounded.
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Obtaining systematic evidence on rent levels and changes in rents in the PRS is a time consuming and costly
activity which lay outside of the remit of this research. However, the Rent Service undertake this activity
as part of their role in determining appropriate LHA rates in the Pathfinders, and Local Reference Rents
(LRRs) outside of the Pathfinder areas. Thus, LHA rates and changes in those rates, being based around
the mid-point between the highest and lowest observed market rents, excluding exceptionally high or low
observations, provide a valuable indicator of ‘average’ rent levels in the sector. Unlike LRRs, LHA rates are
published and thus can be used to illuminate changes in market rents over the Pathfinder period. Data on
LHA rates for Blackpool between November 2003 and November 2005 is shown in Table 2.2 below.

The Table shows that, although the rents of six roomed properties, as indicated by the LHA rate, had the
highestincrease, at 12 per cent, over the period, the occupation of such properties by HB claimants appears
to be relatively rare. Data provided by DWP suggests that in 2002/03, for example, only 147 referrals to
the Rent Service from Blackpool concerned such properties, out of a total of over 7,500 referrals, while
in 2003/04 91 six room properties were referred out of almost 8,300 referrals. Most referrals in 2002/03
concerned properties with two rooms (2,500 referrals), three rooms (1,612) or four rooms (1,070) and
Table 2.2 indicates that rents were rising relatively slowly, particularly in the case of the first of these three
property sizes. In contrast, the selling prices for two bedroomed properties in Blackpool rose by 36 percent
between 2003 and the second quarter of 2005, and those of one bedroomed properties by 27 percent
over broadly the same period. Thus, rents charged by landlords over this period do not appear, in general,
to be reflecting the sharp increase in capital values.

Table 2.2 LHA rates (mid-point rents) by property size in Blackpool
November 2003-November 2005: £ per week

Period Property Size

1 Room* 2 Rooms 3 Rooms 4 Rooms 5 Rooms 6 Rooms
Nov-Dec 2003 47.50 75 97 101 120 133
Jan-June 2004 47.50 75 97 102 123.50 139
July-Oct 2004 50 77.50 100 107.50 123.50 145
Nov 2004 - Jan 2005 50 77.50 102.50 107.50 123.50 149
Feb-April 2005 50 77.50 102.50 107.50 127.50 149
May-Aug 2005 50 77.50 102.50 110 127.50 149
Sept-Nov 2005 50 77.50 102.50 110 127.50 149
% Change
Nov 03 to Nov 05 53% 3.3% 5.7% 8.9% 6.3% 12.0%

Source: Blackpool HB Service.

* One room plus shared living room, and sharing one or more of toilet, bathroom and kitchen facilities.
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Private sector organisations and initiatives in the PRS

The Landlord Forumin Blackpool, whichincludes letting agents representatives, isabody that isindependent
of the local authority and while it is not formally a consultation body it has been kept fully informed about
the LHA, and hosted a number of discussions with HB staff and others about the initiative’s implications
and implementation. Comments by those taking part in the evaluation and participant observation by the
author indicate that the Forum has proved to be an important channel through which those landlords and
agents opposed to both the principle and the delivery in practice of the LHA can voice their objections.

The local authority has a dedicated Landlord Liaison function originally funded by Single Regeneration
Budget and Neighbourhood Renewal Fund to increase the capacity and skills of PRS landlords, and to
increase property security in areas of deprivation and regeneration. It is now responsible for Landlord
Accreditation, arranging the Landlord Forum and, from April 2006, will be responsible with Environmental
Health for implementing the new licensing legislation for the PRS.

Blackpool's Tenant Referencing Scheme was seen as a way of encouraging landlords to apply for accreditation.
Landlords who have an application from a potential tenant for one of their accredited properties can, with
that tenant’s permission, request a reference from the authority. This is based on a five year tenancy history
and police/ASB check. It was believed that direct payment under the LHA would increase landlords’ interest
in attracting households with a sound financial and tenancy history, or if the reference showed that the
tenant had some history of ‘justifiable’ or ‘reasonable’ arrears, then this would provide a case of payment
of the LHA to the landlord. As part of their membership of the Referencing Scheme landlords will also
receive a discount on the costs of obtaining a licence, once introduced.

Although 70landlords have 300 properties under the accreditation scheme, and around 50 tenant references
have been supplied, mainly to households in receipt of HB, the accreditation scheme has not been quite as
successful as was hoped. To be accredited, properties are required to have an electrical installation safety
certificate, which can be particularly expensive, and the landlord is required to sign up to a Management
Code of Practice.

The Housing Benefit service in Blackpool

1. Structure and workload

The HB Service is structured internally to reflect the nature of HB processing claims. It thus has different
teams responsible for different stages of claim processing not for different tenures or geographical areas.
The current structure of the Service was implemented about four years ago to replace a previous flat
management structure that had resulted in inadequate supervision and processing delays. While some
changes in responsibilities and organisation were introduced as a direct result of the introduction of the
LHA (see Chapter Three) and theimplementation of other initiatives relating to HB policy, the organisational
structure of the Service remains essentially functionally based.
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At the start of the Pathfinder in November 2003, Blackpool had a total PRS HB caseload of around 8,200
cases out of a total caseload of almost 14,000. The PRS caseload averaged approximately 8,700 cases
over the following two years, standing at 9,000 by November 2005, a growth of almost 10 percent since
November 2003. The total HB caseload grew by around four percent over this period, standing at 14,600
by November 2005.

The significant consideration from the perspective of the day-to-day work of the HB Service is less the
number of claimants in total but more the number of new claims that need to be assessed and the number
of existing claims that need to be reassessed due to a claimant’s change of circumstances. Bearing in mind
that new claims included, prior to April 2004, those claims that needed to be processed as a result of
changing address or working status, the HB service processed an average of 2,465 new claims per quarter
in2003 and 1,192 changes of circumstances per quarter during that year. These new and reassessed claims
together represent the equivalent of over 40 percent of the total PRS caseload during that year.

Since 2003 almost three quarters of all new claims (73 percent) and a similar proportion of changes of
circumstances (70 percent) dealt with by Blackpool HB Service originated in the PRS, it is clear that the
PRS generates a great deal more work than the other rented sectors, reflecting the greater mobility and
propensity to change of circumstances that are characteristic of a significant number of PRS tenants. The
significance of the PRS for the Service's workload was confirmed by HB management. While a detailed
breakdown of staff time spent on PRS claims is not available, one senior officer suggested at the beginning
of the Pathfinder that over 70 percent of the work and staff time in the Service involved dealing with claims
from the sector.

The time taken to process LHA claims is discussed in Chapter Five below but it can be noted here that in
2003/04 the average processing time for changes in circumstances was six days on average and that for a
new claim was 32 days. Both these figures represented marked improvements compared to 2002/03 when
these averages stood at 20 days and 54 days respectively.

2. How HB entitlements were paid before the LHA

It is estimated that prior to the introduction of the LHA a minimum of 50 percent of claimants opted to,
or were required to, have their entitlement paid to their landlord. This is a minimum estimate since much
of the management information used for internal purposes at this time grouped the PRS and the housing
association sector together as the ‘private sector’ because tenants in both of these sectors are eligible for
rent allowances, rather than rent rebates as in the local authority sector. Anecdotal evidence suggests that
payment to landlords in the PRS was probably much higher than this figure suggests.

Under the pre-LHA HB arrangements, the rents set by PRS landlords were referred to the Rent Officer for
determination of the eligible rent. Rent Officers could and frequently did restrict the rent for HB purposes
either on the grounds that the rent of the specific property was too high or the property itself was too large
for the claimant or because the rent exceeded the LRR. While the LHA is set in a manner very similar to that
used for the LRR, there are no property specific restrictions under the new arrangements. It is interesting
to compare, therefore, the size and distribution of restrictions imposed on the rents for HB purposes for
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PRS claimants in Blackpool including and excluding property specific restrictions prior to the introduction
of the LHA.

Table 2.3 shows the value and distribution of restrictions imposed in Blackpool by The Rent Service in
2002/03.

Table 2.3  Proportion of PRS claimants in Blackpool whose rent for HB
purposes was subject to Rent Officer restrictions, 2002/03

Weekly April 2002- March 2003

Shortfall Including All Rent Officer Restrictions Excluding Property Specific Restrictions
(%) (%)

No Shortfall 24 29

£>0-£10 21 23

£10-£20 29 26

£20-£30 15 12

£30-£50 9 8

£50+ 2 2

Source: Data supplied by DWP.

The Table suggests that in the absence of property specific restrictions almost 30 percent of PRS claimants
in Blackpool would not have had a shortfall (that is, the maximum amount of benefit they could have
received before deductions would not have been less than their rent). When property specific restrictions
are included fewer households (24 percent) would not face a shortfall and fewer claimants would have
had larger shortfalls — that is, shortfalls would have been in general lower. However, the differences are
not dramatic. The average shortfall excluding property specific restrictions would haven been £16.00 per
week, but including such restrictions increases this to £16.90 per week.

Nevertheless, if for any reason the LHA is higher than (its equivalent) the LRR, shortfalls excluding property
specific restrictions would have been correspondingly lower. There is some evidence available to indicate
that thisis now in fact the case. The HB Service in Blackpool carried out an analysis of the LHA rate to which
HB claimants were entitled, before means tested and non-dependant deductions, compared to the rents
charged. The data provided (Personal Communication) indicates that for the last three quarters of 2004/05
just over 50 percent of claimants had a shortfall, compared to the 76 percent subject to restrictions shown
in Table 2.3, and that in over 40 percent of cases the LHA rate before deductions exceeded the rent, that
is, the claimants had an excess. About six percent of claimants were entitled to a rate equal to their rent.
This issue is discussed further in Chapter Five.

26



Local Housing Allowance Final Evaluation:
Implementation and delivery in Blackpool

3. Introducing the LHA - Blackpool’s approach

Blackpool Borough Council began initial discussions about the possibility of becoming a Pathfinder in
February 2003. An assessment was made of the (then) current work of the HB Service, the areas that were
most likely to be affected by the introduction of the LHA and the staffing implications. The key areas in
which additional resources were required were identified as being:

e Publicity, PR, training and communications, requiring one officer
e Vulnerability and arrears assessments, and bank account and payment issues, requiring one officer

e Procedural and system changes, statistics and report production and research, also requiring one
officer.

In addition, there was a clear need for a Pathfinder Project Manager, a post required by DWP and for
which the Department primarily wrote the job description, and also for staff (two) to provide clerical and
administrative support. Once these numbers and the proposed grades had been decided internally, they
were submitted successfully to DWP for Pathfinder funding.

The Project Manager was recruited in March 2003, was in post by May 2003 and the rest of the Team were
in post by June of that year. Between February and June the Benefits Manager under took most of the
preparative work, including publicity and the preparation of briefings.

Under the LHA regulations, Pathfinder authorities could choose one of two approaches to introducing the
new regime —a ‘Big Bang’ or a ‘Phased’ approach.

At the date of going live with the new regime, the Big Bang approach involved transferring all existing
(eligible) claimants who were already receiving direct payment onto the new LHA rates. All new claims
arising at or after the going live date were similarly treated. Existing claimants who were not receiving
direct payment were also transferred onto the LHA rates at the going live date. However, the authorities
were given six months to transfer such claimants onto direct payment, although payment could also be
made direct sooner than this if in the interim the claim was renewed or reviewed as a result of a change in
their circumstances, or, prior to a change of regulations in April 2004, if their claim came up for an annual
review.

The Phased approach involved transferring all new claimants onto the LHA after the start date, and
transferring existing claimants onto the scheme when, as in the case of Big Bang authorities, their claim
was renewed, reviewed or there was a change in their circumstances. Blackpool chose to phase in the LHA
rather than to go for a ‘Big Bang’ approach.

The main reason for this was that HB administration and, particularly, the Pathfinder Project Manager
argued that the Phased approach avoided the peak in workload at the earliest stage of the new regime
which transferring direct payment recipients and new claimants onto the LHA would have generated.
Phasing enabled consideration of any unusual or peculiar features of an individual’s case to be considered
at point of transfer and, as important, allowed Pathfinder and other staff to gain experience and to apply
that experience over time. A further, more pragmatic, consideration was that the existing IT system could
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not easily transfer existing cases onto the LHA. Effectively, each case had to be closed and reopened as
a new (LHA) case. Attempting to do this under a Big Bang approach, it was felt, would have stretched
staff capacities to, or beyond, the limit. There was also a view that the new arrangements for advice and
assistance for claimants, and for determining vulnerability would not only require a great deal of on the
job learning on the part of those involved, but would also inevitably take time to bed in. Again, phasing
the introduction of the LHA seemed appropriate in the light of this.

This last issue points to a wider consideration that it is important to bear in mind when considering the
context for, and particularly the early experience of, implementing the LHA in Blackpool. The Borough was
the first Pathfinder to go live with the new regime, doing so in November 2003, and, thus, at the point of
goinglive, Blackpool could not draw on the experience of the other Pathfinder authorities and had to ‘learn
by doing’ from the first day of implementation. This may help to explain some of the early experiences of
implementing the LHA and also strengthened the case for a Phased approach.
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Chapter 3: Introducing and implementing the LHA

Introduction

This Chapter examines the main issues that arose during the early stages of implementing the LHA in
Blackpool. The focus on events during the early stages of implementation is important since introducing
changes to a welfare regime such as HB would be expected to affect the way that both HB administration
and other organisations and agencies carry out their work. As important is the degree to which the initial
impacts of the LHA on benefit delivery were ameliorated as both the arrangements for service delivery
were adjusted in the light of these impacts and as stakeholders themselves adapted to the new system.
Note that where the initial impacts of the LHA continued to be significant over and at the end of the two
year Pathfinder and evaluation period, these are discussed separately in Chapter Six.

The areas of service delivery where some of the early impacts of the LHA were expected to be most apparent
were in HB administration itself, particularly in respect of the necessity for, and the role of, the Pathfinder
Team and on the operation of the HB IT system. Since the LHA represents a major change in benefit delivery,
the ability of claimants both to understand the system and to make provisions for receiving their entitlements
through accessing bank accounts were clearly a concern not only for the Pathfinder Team but also for the
authority’s customer service function and, outside the authority, the Money Advice Service provided by
the Citizens Advice Bureau (CAB).

The change that the LHA represents would also be expected to impact upon Rent Officers, who are
responsible for setting the LHA rates, and upon the work of Jobcentre Plus, given that many LHA recipients
are of working age and claiming other benefits. Thus, the early impacts of the LHA on HB administration
and their IT, on customer services, on the CAB, on claimants’ ability to open bank accounts and on the
work of both Rent Officers and Jobcentre Plus are considered in turn below. Finally, one of the main tasks
of those involved in HB delivery is ensuring that direct payment is made to claimants in most circumstances,
and the Chapter concludes by considering the extent to which this has been achieved in Blackpool.

Impacts on HB administration — The role of the Pathfinder Team

The main change to the internal organisation of the service that was brought about by Blackpool becoming
a Pathfinder was the formation of the Pathfinder Team. As noted in Chapter Two, this consisted of four
key members, including the Pathfinder Project Manager. This Team was additional to the existing teams
involved in HB processing and administration.

The team'’s main responsibilities, under the overall direction of the Benefits Manager, were defined as:

e Planning and timetabling the introduction of the LHA

e The preparation of information on all aspects of the LHA (including bank account issues) for claimants
and landlords.
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e The dissemination of this information, including meetings with, and presentations to, the Landlord
Forum and welfare agencies external to the LA, and responding to requests for information and
clarification from, in particular, individual landlords

e Agreeing procedures with the Rent Service
e Discussing with local banks the issue of, and their response to, claimants needing to open accounts

e Meeting with and informing other LA Department’s and colleagues about the LHA and its
implications

e Informing and leading training on the LHA for HB staff

e Designing and testing procedures for LHA implementation within the HB service. Particular attention
was the issue of decision making in respect of vulnerability and arrears.

e Leading on and testing the required changes to the IT system

e The Project Manager acting as liaison officer with the LHA Evaluation Team and, with the Benefits
Manager, representing the LA on DWP’s Pathfinder Group.

The Pathfinder Team oversaw most of the initial work involved in going live with the LHA, and was the main
source of advice and information on the new regime for groups and individuals within and outside of the
authority. The transfer of existing claimants onto the LHA was handled by the Reviews ('Renewals’) Team
which, with the ending of review periods, had, at that time, the resources to deal with the change. New
and renewed claims arising after the introduction of the LHA were dealt with within the protocols drawn
up by the Pathfinder Team by HB processors along with non-LHA claims.

A crucially important part of the implementation of the new regime was that of informing claimants
and landlords about the LHA and its implications for HB delivery. All claimants and landlords were sent
information about the introduction of the LHA and existing claimants received a letter four weeks prior to
their conversion to the LHA reminding them of the change. Landlords who were receiving their tenants’
HB at that time were also informed four weeks before conversion.

The letters to new and existing claimants included leaflets about opening a bank account, a form to be
returned to the Service recording bank account details, and a flyer from the CAB. This explained the CAB's
involvement in the process and their contact details, while assuring claimants of the CAB’sindependence and
their confidentiality in the event of any subsequent contact with the claimant. Counter staff also provided
the CAB leaflet when issuing HB forms and informed all claimants of how to access the CAB'’s services.

The Pathfinder Team and other senior HB officers were acutely aware both of the importance of the
vulnerability issue and that DWP Guidance suggests that the Service should not be too proactive in attempting
to classify claimants as vulnerable. In the early stages of implementation many officers expressed the strong
feeling that assessing vulnerability required judgements that HB officers should not be expected to exercise.
At the same time it was necessary to incorporate vulnerability into the assessment process in a clear and
well documented manner, particularly since evidence on how and why a vulnerability decision was made
was seen as important in the event of any appeal against that decision.
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From the earliest stages of implementation, the links with CAB, discussed below, and the authority’s
Homelessness Service were seen as particularly important in assisting officers with vulnerability decisions.
The HB Service, which is explicitly regarded as part of the Borough's social inclusion policy and is represented
on the authority’s Social Inclusion Group, already had strong links with the Homelessness Service and the
CAB, both of which are, for example, represented on the authority’s Discretionary Housing Payments
Panel, discussed further in Chapter Four. The CAB and the Homelessness Service were asked to make
recommendations in respect of whether a claimant who was their client should (continue to) be paid direct.
Written evidence for this recommendation was required although it was anticipated, and it transpired in
practice, that any recommendation would normally be accepted. The Pathfinder Team also contacted
support groups dealing with drug and alcohol problems, and services such as Probation, explaining the
LHA and the vulnerability issue. These groups agreed to discuss the direct payment issue with their clients
who were in receipt of HB and to make recommendations concerning payment to the Service.

Two officers from the Pathfinder Team took responsibility for decision making in respect of both vulnerability
and cases of arrears. The volume of work associated with these functions meant that for most of the
Pathfinder period one officer was responsible for vulnerability per se and the other for decision making in
the case of alleged arrears and for making changes to payment arrangements where necessary. The latter
officer was therefore placed in the Payments Team.

The significance of the Payments Team in administering the implementation of the LHA, discussed more
fully in Chapter Six, grew over the two year period and by the end of the Pathfinder had collectively taken
over responsibility for both vulnerability and arrears decisions, and for delivering on the range of payment
possibilities that the LHA caninvolve. This last task had previously been part of the role of the Determination
(final processing) Team. Both of the Pathfinder officers previously responsible for such decisions are now
members of the Payments Team.

Thessignificant attention given to these payment and related issues reflects the local authority’s aim of giving
a good service to landlords which in turn is a reflection of the reality that landlords in the Borough are an
organised and vocal group many of whom remain strongly opposed to the LHA. They are also of political
significance in the sense that they house almost one in five of Blackpool's population. HB administrators
also recognise that landlords with LHA tenants want to receive payment themselves and that some will go
to great lengths to achieve it. Thus, one HB officer put it that it's a case of ‘one error and we're damned’,
another as ‘any mistake and it's front page of the Gazette’. Indeed part of the role of the Pathfinder Team
during the implementation period was, in the words of one senior manager, ‘keeping the flack off HB
processing’ so that officers whose work was not so directly affected by the new regime did not have to
concern themselves with, or spend time and resources on, dealing with issues arising from the LHA.

Some of the arrangements that have been putin place during the Pathfinder period which are intended to
assist landlords are discussed more fully throughout this report. It is worth noting here that they include:

e The rapid suspension of payments when arrears are reported (although this approach was significantly
modified after the Pathfinder period, as discussed in Chapter Six)

* In cases of direct payment, paying the first LHA cheque to the landlord, sent to the claimant’s address,
where that cheque represents two or more weeks entitlement
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* In cases of direct payment, paying the last LHA entitlement under a tenancy to the landlord at the
landlord’s address

e Giving information to landlords concerning LHA payment schedules where the claimant has
given authorisation. This is not required by the regulations and is seen as an additional service for
landlords.

e The employment of one (fte) member of staff to deal solely with landlord communication and
information

e The flagging up on the database of landlords who have been the victims of administrative errors so
that payments to them or their tenants are double checked by the Team Leader or manager.

The work of the Pathfinder Team and the significant amount of contact that its members have had with
landlords, landlord organisations and groups supporting claimants is regarded within HB administration as
having been indispensable in what is seen as the comparatively smooth implementation of the LHA. This
extensive work has been costly in resource terms, although many of the financial costs have been borne by
the national taxpayer through DWP funding. It is important to note, however, that in terms of staffing the
Benefit Service, the number of FTE staff at the end of the Pathfinder period was, at 114, exactly the same as
at the beginning of the period indicating that the LHA has not required a permanent increase in staffing.

There is little doubt that initially HB officers and others within and outside of the authority underestimated
the amount of time and effort that would be required to deal with vulnerability, arrears and bank account
issues. Thisis understandable given that these were matters that were much less significant under a previous
HB regime characterised by a large proportion of entitlements paid to landlords.

The Pathfinder Team was formally disbanded in October 2005, reflecting the fact that the LHA had become
largely ‘mainstreamed’, with LHA processing, other than in respect of the vulnerability, arrears and the
landlord communications functions, now being part of the normal HB process. This reflects what officers
believe is the organisational ‘steady state’ that has been reached.

IT issues

Throughout the two year evaluation period, Blackpool Borough Council has been using the Anite HBIS,
although thisis now to be replaced with the Anite ‘Pericles’ system. In preparation for LHA implementation,
discussions were held with the suppliers at an early stage and the changes necessary for calculating
entitlements under both the LHA and the previous system, to ensure no claimant was made worse off by
the change, were agreed. As an indication of the high level of planning that the Borough was undertaking
atthis stage, the system was also tested for a week by the Pathfinder Team at the supplier’s head offices two
weeks prior to LHA implementation. At that point the required changes to the system that were needed to
accommodate the LHA were not regarded as major, although it was anticipated, correctly as it transpired,
that some of the procedures would have to be handled manually in the initial stages of implementation
while the identified problems were solved.
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During the first six months of implementation in particular many of these problems remained unsolved.
Specifically, dealing with split payments proved very time consuming since the software could not be trusted
to deal with them accurately, a difficulty arising primarily from the inability of the system to make payments
arising from one claim to two different people. Therefore, they had to be handled manually. Fortunately
from an administrative point of view, there were only about 60 such cases in the first six months of going
live with the new regime, although this rose to over 490 during the first 15 months of implementation and
stood at 610 at the end of the Pathfinder period. Amendments to the system have mitigated this problem
somewhat in that the software can now deal with subsequent split payments once the first such payment
had been entered manually.

Afurther example of the difficulties encountered in this area arises in respect of arrears where the landlord
is receiving the LHA (plus any surplus) on these grounds. The software cannot track the progress in paying
off arrears that landlords allege have arisen and, particularly for claimants who have shortfalls or deficits,
HB officers are reliant on landlords reporting, or responding to requests to report, when the arrears have
been paid off or substantially reduced. Officers thus have to monitor such cases manually.

Towards the end of the evaluation period officers reported that there were still 47 ‘bugs’ in that part of
the HB IT system dealing with the LHA, requiring some functions to be handled manually or work around
arrangements to be set up. However, given the experience of dealing with these problems over time, staff
described them as ‘irritating’ or ‘fiddly’ rather than ‘disastrous’ and argued that by this stage they did not
materially interfere with the delivery of the LHA.

Assisting claimants with the LHA

The impact on Customer Services

Itis perhaps inevitable that a change in the HB arrangements of the sort brought about by the introduction
of the LHA would reveal a lack of understanding of the new regime on the part of claimants —and, indeed,
landlords — and cause some confusion about the nature and payment of entitlements. This is despite the
very large amount of work that HB administration, DWP and others put into informing all parties of the
rationale forandimplications of the LHA. Thus, it would be expected that front line staff in HB administration
and other organisations would experience increased demands for advice and assistance.

This is certainly the case with the customer services function which, during the two years of the evaluation
developed into the Customer First Contact Centre (CFCC) dealing with all local authority services. Being
first point of contact for HB and CTB enquiries is, and always has been, a major part of CFCC's work even
prior to the LHA and traditionally many claims from the PRS have been handed in to officers at the Centre.
Thus it is estimated that in September 2003, for example, before going live with the LHA, of the 3,739
customers seen by CFCC and of the 8,216 calls received by them, about 70% concerned HB.

Counter staff have received HB training and, if requested, have always advised potential claimants about
the HB process and its requirements (including recommending them to visit other agencies if appropriate),
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carried out trial HB calculations and, in the past, given out PTD forms. They also check that all the evidence
foraclaimisincluded —and advise claimants if it is not - and give a receipt detailing what has been provided
and what is still outstanding. During processing, CFCC staff have been able to access a claim through the
IT system to inform the claimant of progress and when ‘adverse’ decisions have been made will inform
them of the appeals process and Discretionary Housing Payment (DHP) procedures.

A further task for CFCC in respect of HB claims is to arrange for the cashing of HB/LHA cheques at the
corporate bank. Blackpool have always been prepared to cash one such cheque, even before the LHA,
but it was reported after six months of the new regime that requests to cash first cheques had grown
significantly.

In the early part of the implementation period CFCC also reported an increase in the number of claimants
who paid (part of) their rent from their own resources while their LHA was delayed and who were now trying
to claim this back from their landlord to whom their first LHA entitlement was subsequently paid. CFCC
stated that this, plus claimants experiencing difficulties either through apparent processing errors or a lack of
understanding of the LHA, had resulted in a large number of claimants appearing at the office in a state of
confusion over what the LHA was, what was happening to their LHA payments and why it was happening.
A change to the IT system for the LHA meant that for a time during the first year of implementation CFCC
and HB administration screens were no longer identical therefore the front line officers could only see
whether the claim had been processed, not the details of if and why it had been held up.

These factors generated a large number of queries, calls and memos from CFCC to HB administration and
clearly put a strain on the relationship between the two services, particularly given that HB officers were
also often handling direct queries from the same tenants and landlords about the individual claim.

In response to these difficulties, the role of CFCC in respect of LHA matters has, effectively, been divided
into two. First, there are those officers who deal with claimants face-to-face. They continue to take in
LHA forms, check that there is a National Insurance Number and two forms of ID, and scan these into the
Document Imaging System. Given that the IT link between CFCC and HB processing has now been fully
restored, officers once more have the ability to access the HB Information System to check the progress of
a claim and, as before, will also arrange for the claimant’s first LHA cheque to be cashed if requested.

In these respects, then, this part of CFCC’s role has not changed as a result of the introduction of the LHA,
or at least once more reflects the pre-LHA arrangements.

However, it was argued that pre-LHA most of the face-to-face enquiries concerned Rent Officer referrals,
the LRR and PTDs. Post implementation they mainly concern payments and bank account issues.

The second part of the CFCC's role is fulfilled by an HB specialist post established nine months after going
live. The creation of this post reflects the deliberate policy of diverting enquiries and calls concerning the
LHA away from HB administration itself in the first instance. Further, the Landlord Line is in CFCC and
telephone and counter advisors are expected to route initial enquiries either to the HB specialist or to CAB
asappropriate. The role of the specialist is to answer telephone enquiries regarding the LHA and to respond
to enquiries from front line colleagues that landlords and claimants have brought to them. This officer does
not deal with landlords and claimants face-to-face.
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Towards the end of the evaluation period the main enquiries that the HB specialist was dealing with
concerned tenants requesting vulnerable status and, particularly, landlords claiming arrears, rather than
queries about LHA rates or principles. Landlords were still ringing up or arriving at the counter to enquire
about the progress of claims and to complain, mainly about vulnerability reviews, but the number of such
complaintsand queries had fallen. Claimants using CFCC also appeared to prefer the LHA to the previous HB
arrangements because itis more easily understood and itis also much easier to show trial benefit calculations
to claimants seeking advice about their entitlements. As a result, there were ‘more queries when the Rent
Officer was involved than there are now’. There were also fewer bank account queries towards the end of
the evaluation period than previously.

The experience of the CAB

By the nature of their work, the Citizens Advice Bureau (CAB) has been involved in dealing with clients
experiencing difficulties with benefits prior to the introduction of the LHA. CAB workers have assisted
clients with HB claims, advised on debts, rent arrears and HB overpayments, assisted with appeals over HB
decisions, and advised on DHP applications. The CAB is also represented on the DHP Panel and the Panel
will often recommend applicants to seek appropriate advice from CAB on the issues raised there.

One of the main difficulties that clients had under the previous HB regime was the length of time taken to
process a claim. This was often due to a failure on the client’s part to provide the required evidence for the
claim, but there were some instances where the evidence was lost during processing which led to delays.
The CAB had thus frequently been involved in chasing progress on HB claims on clients’ behalf, often
successfully, facilitated by the good relationship with the HB Service that had been built up overtime.

Afurtherdifficulty that clients of the CAB had with the previous HB regime concerned the LRR/SRR restrictions.
These were often not well understood by clients, particularly when the determination indicated that the
rent was reasonable for the particular property but HB was still restricted because that rent was above the
LRR/SRR. Most clients who experienced difficulties chose to opt for payment of HB to their landlord and
in most cases CAB advised them to do so. For such clients, payment to the landlord meant that there was
‘one area of their lives that they don’t have to worry about’.

In the light of their experience in dealing with HB related matters, when the introduction of the LHA was
being planned, the local authority proposed, and CAB bid successfully for, two posts to provide a Money
Advice Service and advice on complex debt issues, plus administrative support, funded by DWP through
the authority.

Under the agreement with the authority, the role of the CAB/Money Advice Service was and remains unique,
arguably, among the Pathfinders in seeing the support service provided as a full, multiple-debt advice and
casework service. As one advice worker put it:
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‘Others [agencies and Pathfinders] are helping with LHA queries, giving basic bank account advice...
but we felt from the start that if people were ‘vulnerable’ because they were in multiple debt situations
then that problem is not dealt with simply by paying LHA direct to the landlord. Both the local authority
and the client benefit by the debts being dealt with...and the community benefits by having a specialist
debt advice service specifically for those in private rented accommodation.’

The CAB was extensively involved in the preparations for the introduction of the LHA and the Pathfinder
Team were strong supporters of this involvement. All CAB staff received information on how and why
the LHA was being introduced and the regulations concerning its implementation, and welcomed the
invitation to be involved in the assessment of vulnerability (more fully discussed in Chapter Six) and in
helping claimants to open bank accounts.

In the early stages of planning for the assessment of vulnerability under the new regime it was anticipated
by some HB officers that such assessments could be effectively ‘outsourced’ to CAB on the grounds that
workers there had the professional skills and experienced to deal with such cases. However, CAB cannot
actively pursue or search out potential clients but must wait for them to refer themselves. Therefore much
of the early emphasis was placed on informing claimants of the existence of the CAB and of the sorts
of services and assistance that they could offer. This included, as noted above, leaflets and flyers sent to
claimants as a matter of course, information about contacting the CAB in the Benefit Notification letter,
and publicity for the service in the Advice Link newsletter.

While all clients, strictly speaking, self-refer, those requiring assistance are strongly urged to do so by the HB
administration, by the Homelessness Service and by Shelter. There are also a number of examples of private
landlords encouraging their tenants to seek the CAB's assistance, following a presentation to the Landlord
Forum at which a CAB worker pointed out that evicting tenants for arrears would not benefit the landlord
any more than it would the tenants themselves. His advice to the Forum was ‘Get tenants to the CAB as soon
as they are in arrears’ and, over the two years since the introduction of the LHA, this seems increasingly to
have been acted upon. The officers responsible for vulnerability and arrears also advise claimants to contact
the Money Advice Service or ask claimants if officers can contact the Service on their behalf.

Following the remodelling of the CFCC officers in 2005, the Money Advice Service worker was able to
relocate to the same premises as the HB Service. Front line officers in CFCC have been trained in debt
awareness by the CAB so that when claimants contact CFCC with financial problems the officers can advise
the claimant to contact Money Advice Service, can ring the Service on their behalf to make an appointment
or can let the claimant do so from the CFCC desk. Alternatively, they can take a contact number from the
claimant which the Service can follow up.

The new requirements and arrangements of the LHA, coupled with the extensive publicity given to the
availability of a Money Advice Service, led to a very significant increase in the number of CAB clients
immediately following the introduction of the LHA - "an exponential rise’, as one worker put it. Over the
FY 2004/05 CAB/Money Advice had over 2,600 contacts with clients, and around 2,500 contacts with
non-clients (for example, banks or credit card companies). Over half of these client contacts (55 per cent)
concerned consumer debt, 20 per cent concerned benefits and around one in twelve involved housing
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issues. There was a particularly large increase in clients in the first quarter after the introduction of the LHA
(January-March 2004) which was not explicable in terms of normal seasonal changes and a further increase
during the third quarter of 2004-2005 which saw the largest number of clients approaching the Money
Advice Service for advice during that year. This latter increase is ascribed partly to this quarter being the
period when the final cases were transferred to the LHA (one year after going live).

Echoing the experience of the CFCC discussed above, many of the issues which clients were presenting in
the early months of the implementation of the LHA reflected concerns about, and a lack of understanding
of, the implications of the new regime and how it was supposed to work. By the time of the later evaluation
visits, 15 and 24 months after implementation, the Money Advice Service was reporting that the nature of
the issues raised by clients had changed since those early months.

The demand for the Service was still high and the number of contacts with claimants had increased in the
period between the two visits. However, clients were less concerned with seeking information on how
the LHA worked and more concerned with suspensions of benefit, particularly in cases of alleged arrears,
and with problems with their landlords. For example, the landlords of some clients had increased rents in
mid-tenancy, in contravention of the tenancy agreement, in order to appropriate an LHA surplus, or had
demanded the surplus on the grounds that it was really theirs. Others had landlords who had attempted
to terminate tenancies without issuing the appropriate notices or allowing the legally required interval for
the property to be vacated.

More generally, fewer households were presenting problems that solely concerned the LHA. Indeed,
claimant understanding of the regime by the end of the evaluation period is said to be high. Rather, in the
case of many clients now accessing the Service, the LHA tends to be part of a multiple debt problem which
is highlighted by the award. Thus, the LHA is often an element of, or a trigger for, debt problems and the
need for debt advice, and the publicity given to the Service as part of the LHA implementation process has
doubtless encouraged many claimants who might not previously have done so to seek advice. Hence, the
main work of the Service is now with financially vulnerable claimants rather than those who are vulnerable
on other grounds or who simply do not understand the nature of the LHA.

Overall, the introduction of the LHA has, as anticipated, substantially increased the work of the CAB/
Money Advice Service. The extensive publicity about the Service and the advice and assistance offered to
claimants has enabled many of those with debt problems to become aware of and to access a source of
free and independent help. As a result, the demand for the service remains high even if problems specific
to the LHA are now much less common than in the early months of implementation.

Claimants’ access to bank accounts

Direct payment to claimants is central to the LHA regime. Making payments in this way is intended to
empower claimants by enabling them to use their entitlement to choose alternative accommodation or
negotiate with their landlord over the rent charged for their current property — in short, if they have the
money they should have the power.
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Clearly, if claimants are receiving the LHA direct, then they need to have some means of accessing their
entitlement. This becomes particularly important under the new regime, given the much greater number
of tenants who receive direct payment under the LHA than was the case under previous HB regulations.
Hence, the importance attached to LHA claimants of having bank accounts. Paying the LHA directly into
a bank account also yields efficiency benefits for HB administration and can be argued, in principle, to be
one way of improving inclusion for claimants by bringing them within the mainstream financial system.
In practice, paying the LHA direct into a bank account can benefit claimants by saving them the financial
and other costs involved in cashing their entitlements and then subsequently arranging to hand over the
rent to their landlord.

Given that under pre-LHA arrangements the norm was that of paying the benefit to the landlord so that
the majority of tenants did not need such access to bank accounts for HB purposes, there was uncertainty
in the planning and early implementation stage as to how many claimants already had accounts. There
were also conflicting views as to the difficulty or otherwise that claimants eligible for direct payment but
without bank accounts might have in opening an account for the first time. Landlords in particular argued
strongly that many HB claimants would not be able to open accounts, either due to a lack of knowledge
on their part or because of the refusal of banks to accept them as customers. In contrast, many of those
within HB administration with whom the issue was discussed did not believe at that time that this would
prove to be either a major problem or one that was widespread. The issue had been discussed with banks
at alocal and national level, and it appeared that the ID requirements for opening basic accounts were not
onerous. Claimants moving on to the LHA also received a leaflet from HB administration explaining the
bank account options and how these options could be exercised.

Six months after going live with the LHA, 68 percent of LHA claimants who were being paid direct had
their benefit paid into their bank account, the remaining 32 percent receiving their entitlement paid by
crossed cheque. Further, at that time, only five claimants had been granted vulnerable status solely on the
basis that they were unable to open an account. After 15 months the percentage of claimants receiving
direct payment who had their award paid by Automatic Credit Transfer (ACT) had risen to 73 percent and
by the end of the two year evaluation this figure stood at 75 percent. This suggests that the great majority
of claimants either already have an account or have been able to open one.

Further evidence on thisis provided by a survey, undertaken by the HB Service in February 2005, of the 1738
claimants who were receiving their LHA payment by crossed cheque. The aim was to establish what these
claimants did with the cheques once they received them. Chart 1 below shows the response from the 830
claimants who replied. It indicates that the great majority of those receiving their LHA in this way in fact do
have an account but prefer to receive their entitlement in the form of a cheque before using their account.
This would suggest that around 92 percent of all direct payment recipients have a bank account, a figure
very close to the 96 percent that the DWP quotes as being the case for all benefit recipients.

Of the 94 claimants indicating that they used a cheque cashing service, 85 were visited by the Visiting
Team to ascertain why this was the case, given that these claimants could be losing four to five per cent
of their LHA through cheque cashing costs. Almost a third indicated that they in fact had an account but
had preferred not to use it up to that point. Following advice from the Team, a large minority of this group
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indicated that they wished to be paid by ACT in the future. The remainder indicated that they had problems
with their account — primarily, overdrafts — thus preferring to use cheque cashing services.

Figure 1 How Direct Payment recipients use their cheques

Cheque Shop  Other
1% 1%

Landlord
18%

Own bank account
69%

Third party bank account
1%

Source: Blackpool Pathfinder Team 2005.

Notwithstanding the widespread use of bank accounts by claimants that the above indicates, stakeholders
both inside and outside the authority did stress the difficulties that some clients initially had and still were
having in opening bank accounts. This may explain why, as noted above, that the requests to CFCC to
cash first cheques grew significantly immediately following the introduction of the LHA. The officers in
the Homelessness Service, particularly those dealing with the Bond Scheme, also spent a lot of time in the
early days of the LHA assisting clients with opening accounts. They argued at that time that this issue had
proved much more difficult than many expected and that the HB administration (and DWP more generally)
had seriously underestimated the problems in this area, particularly with ID. The work in this area proved
so resource intensive that, given the other demands on the Homelessness Service, clients having these
difficulties were referred elsewhere for help, principally to the CAB/Money Advice Service.

CAB workers have also spent much more of their time on dealing with bank account issues since the
introduction of the LHA, particularly so in the early days following going live with the new regime. CAB
has its own leaflet on banking matters, which has recently been updated in conjunction HB administration,
and has its own contacts with banks. However, workers have experienced a significant difference between
what banks say they will provide and what is provided in practice. For example, some clients have been
persuaded to open more complex, and for them more expensive, accounts than the basic accounts that
are appropriate. Clients with long term debt problems are also proving to be unattractive to banks as
customers, as might have been expected. It was also a matter of some criticism that it had not been made
clear by DWP that Post Office Card Accounts could not be used for the LHA — some clients had opened
such accounts in anticipation of the new LHA arrangements.
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Many of the problems that claimants experience in opening bank accounts appear torelate to ID requirements.
Forexample, CAB and a representative from the Pensions Service took one client to abank with a supporting
letter from the local authority. The bank wanted a copy of the Pensions Award letter which is only made
available when bank account details have been provided. Fortunately, Pension Service officers were prepared
to fax a ‘'mock’ letter to the bank to allow an account to be opened.

Many of the landlords and letting agents interviewed confirmed that providing the necessary ID continues to
be a problem for some tenants, particularly for those in HMOs where the landlord often pays the utility and
otherbillsso that these are not available to the tenantas ID. Overall, landlords argued that the problems that
some HB claimants faced in opening bank accounts had proved as significant as they and their colleagues
had predicted at the introduction of the LHA regime. Indeed, the reluctance of some banks to allow particular
claimants to open accounts was understandable in the view of some landlords. Basic accounts for such
claimants were extremely costly and time consuming for banks to manage, it was argued, and accounts
were only opened in some cases because banks ‘are bowing to pressure from government’ to do so.

It is thus very important not to underestimate the real difficulties that some claimants have faced, and
are facing, in opening bank accounts, nor the intensive work that this has implied for the CAB and HB
administrators both in the run up to and during the implementation of the LHA. However, it is equally
important to recognise that the great majority of claimants do now have an account, and that itisincreasingly
a 'hard core’ of direct payment recipients that cannot or will not open an account. Indeed, it can be argued
that the more serious problem for many claimants lies not in opening accounts but rather in managing
them in the longer term, an issue for benefit recipients more widely, as the CAB’s report Banking Benefits
(CAB, 2006) recently confirmed. This is discussed in Chapter Six.

The work of Rent Officers under the new regime

The Rent Service is organised geographically and the Valuation Team responsible for Blackpool is one of
the four Valuation Teams operating from the Preston office of the Service in the North West Area of the
Service. The area covered by the Team is Blackpool, Fylde Coast, East Lancashire and Burnley, and prior to
the Pathfinderand during its first year officers in the Team specialised in either Fylde Coast/Blackpool or East
Lancashire/Burnley. Subsequently officers in the Team began to carry out valuations in all of these areas.

Traditionally, the Team responsible for Blackpool has been the busiest in the North West Area, dealing
with around 23-24,000 referrals per annum in 2001-2003, an estimated 60 percent of which originated
from Blackpool itself. About 70 percent of Rent Officer (RO) time prior to the introduction of the LHA was
spent on claim related rent assessments and around 10 percent of their time on PTDs, the great majority
of which were from Blackpool.

Prior to the LHA, the locality for determining LRRs and SRRs for rent determination purposes in Blackpool
included the neighbouring authorities of Fylde and Wyre. For LHA purposes it was necessary to define an
appropriate Broad Rental Market Area (BRMA) and the ROs argued that the key to the introduction of the
LHA from the Service’s perspective was to get the definition of the BRMA right. The criteria and definition
for determining the locality and the BRMA is essentially the same under both the LHA and previous HB
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regulationsandin the case of Blackpool the analysis carried out by the Service indicated that it was appropriate
to adopt the previous ‘locality” definition for the BRMA.

The BRMA thus continues to cover the three local authorities. However, within the BRMA, as under the
previous locality, there has always been a tendency for rents to be somewhat lower in the Blackpool area
than in the other two areas. Under previous regulations this meant that, in principle, the LRRs/SRRs set
could have benefited landlords and tenants by being higher than they would have been had they been set
in respect of Blackpool alone. However, since the properties in the deregulated PRS are not identical in the
three areas—there are a greater number of more spacious, high quality properties outside of the Pathfinder
itself — the potential benefit of higher reference rents was frequently offset by property specific restrictions
in Blackpool, particularly in the central area.

Under the LHA no such property specific restrictions apply. Consequently the higher LHA rates for the
BRMA as a whole directly apply also to Blackpool. It is thus the absence of property specific restrictions in
Blackpool that leads to LHA rates higher than many of the rent determinations that would have been made
under the previous regulations even though the LHA rates in the Pathfinder and the LRRs and SRRs in the
other two authorities within the BRMA are, of course, identical.

In orderto both justify and defend the BRMA and their subsequent LHA rate decisions, the Service increased
the number of properties on the Blackpool area market evidence database by around one third. However,
gathering evidence on the appropriate rents for LHA purposes in one room and shared properties, which
was a problem prior to the new regime, continued to be a problem. In this respect the (continuing) refusal
of accommodation officers at the area’s colleges and universities to provide data on rents in such properties
was frustrating for the Service. Some evidence for these property types in the early months of the LHA
began to be collected from Post Office and newsagents’ notice boards, and from the Internet. Further each
RO contacted a group of agents throughout the BRMA who provided lists of rented properties and either
confirmed by phone whether or not they had let to an HB/LHA claimant, or indicate this when visited by
the RO. ROs also carried out a mail shot to more than 3,000 landlords in the BRMA offering advice and
information on HB reform in return for the landlord providing evidence on rents. However, the response to
this was poor given that there is little incentive to landlords to provide the information.

There are about 3,000 properties on the database for the BRMA, including both those representing
‘transactional’ data, where it is certain that the tenants do not get HB, and ‘supporting’ evidence, useful
in obtaining a wider picture of the rental market in the area. An immediate issue as the LHA was phased
in was that of removing from this database those properties in Blackpool that were occupied by claimants,
given that the ROs could no longer readily identify such properties as they no longer received requests for
determinations for them. In the first 15 months of LHA implementation every HB/LHA claim in the Borough
was checked against this and very few matches resulted. Even where there were matches the dates for the
claim and the rent recorded on the database are often different so it was not certain that the details on the
database related to an HB claimant.
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As part of the Pathfinder the Service was also required to make shadow determinations under previous
HB regulations. Approximately 9,500 property details for this purpose were received by ROs from DWP
in early February 2005 and some 15,000 shadow determinations were completed between April 2005
and the end of the Pathfinder period. While the details provided were often barely adequate for making
determinations, the address details at least enabled the ROs to carry out a further check on the quality of
the market evidence on their database.

Despite the reduction in the number of determinations received from Blackpool under the LHA and the
general lower levels of contact that ROs now have with claimants and landlords, the Service is confident that
the data that they have available to set the LHA rates is accurate. Certainly the monthly check that the rates
are still accurate and the quarterly review to decide upon the rates to be set appear to cause few problems
for the Service, mirroring, as they do, the previous arrangements for setting reference rents. Similarly no
IT problems were experienced either on introducing or delivering the LHA, nor throughout the two years,
which can also be ascribed to the similarity of the LHA and LRR/SRR determination process.

However, it is undoubtedly the case that the major impact of the LHA from the perspective of ROs has been
the effect on their workload. The absence of the need for RO determinations under the LHA meant that six
months after going live with the new regime referrals from Blackpool had fallen by 60 percent and after a
year they had fallen by 90 percent. While the reduced number of referrals allowed the Team to undertake
more evidence gathering and inspections than were possible previously, and freed resources to deal with
the shadow determination exercise, the predicted and actual fall in requests for determinations raised from
an early stage concerns over the future prospects for the Service. This is a continuing concern for ROs and
is referred to again in Chapter Six.

The LHA and the delivery of other benefits: The impact on
Jobcentre Plus

Prior to the LA becoming a Pathfinder, the role of Jobcentre Plus in relation to HB was described as ‘very
simple and basic’. An HB form was included in the Claimant’s Pack and Jobcentre Plus would give only the
broadest information as to how the HB system worked and how the form should be filled in. Jobcentre
Plus did not check evidence nor take any part in processing the form. Everything was ‘referred to the Town
Hall" and Jobcentre Plus simply incorporated the decision of HB administration as to a client’s entitlement
into their other benefit/work assessments.

However, in the same week as the LHA was introduced, Jobcentre Plus went live with the Customer
Management System (CMS). Briefly CMS involves the following steps:

e The claimant presents to Jobcentre Plus to claim (usually, Income Support/Job Seekers Allowance). The
claimant’s postcode is checked. If they are resident in a non-CMS Jobcentre Plus area they are directed
to their local office where they will fill in the forms. If the claimant is resident in a CMS area they call
the Contact Centre where basic details are taken. The Contact Centre then calls the claimant back
to take full personal details. The Contact Centre then puts these details onto the CMS and books an
interview for the claimant at their local Jobcentre Plus.
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e At the interview, the Financial Advisor pulls the claimant’s information from CMS and checks the
information and evidence (e.g., wage slips) that the claimant should have brought with them. During
the subsequent 20 minute (standard) interview the Financial Advisor puts together the information
necessary to calculate the claimant’s entitlement to all benefits.

e The claimant then has a 40 minute (standard) work-focused interview with the Personal Advisor. The
Personal Advisor assesses the claimant’s skills and their training and other opportunities in the light
of their history, and income/benefit entitlements.

The difficulties that introduction of the CMS caused in respect of the simultaneous introduction of the LHA
is that the forms that Jobcentre Plus had available, the information that was given out over the national
Jobcentre Plus Helpline and the information recorded through CMS did not fully reflect the requirements
of the LHA. Jobcentre Plus were not resourced to take on the new approach that the LHA required and had
‘no training, no knowledge and no confidence’ in undertaking the additional work needed to augment
and amend the information at their disposal. Further, at the time of implementation, Jobcentre Plus had
‘new staff, new set up, new IT and a new office’ so that accommodating the LHA into their work was not
a priority for officers. Consequently, it was agreed with Blackpool’s HB administration that Jobcentre Plus
would carry on as before in the early months of LHA implementation —i.e., give out the, now revised, HB
form and refer everything to do with HB to the authority.

After six months a new arrangement was agreed. Under this, Jobcentre Plus officers were to send daily
to the authority the completed LHA forms and accompanying evidence provided by the claimant plus the
signed authorisation from the tenant that their landlord could be informed of the progress of the claim and
of the payment schedule if successful. However, this process from the outset was regarded by Jobcentre
Plus as ‘a pain’.

This was not because of the arrangement with the authority but primarily a result of the fact that the LHA/
HB relevant information collected by the Contact Centre was at this time still incomplete and therefore
an additional questionnaire had to be completed. There was also the possibility that a ‘Notification to the
Local Authority’, containing self-employment, disability and non-dependents’ information would have
to be completed, and that an ‘Enabled Benefit Calculation’ sheet would have to be filled in where, for
example, the claimant had received holiday pay or pay in lieu of notice. As noted, the claimant was also
asked to sign a form allowing the authority to inform the landlord of details of the claim’s progress and
payment schedules.

It was therefore possible that up to five documents, including the LHA application itself, plus evidence
would have to be sent to the LA for any one claimant. A Jobcentre Plus clerical officer was also required to
check that these documents were completed and enclosed, prior to sending them to HB administration.
The ‘painfulness’ of the process doubtless also reflects, as noted above, that prior to CMS Jobcentre Plus
effectively did not deal with HB claims at all. Thus, the additional work required arguably arose from CMS
requirements rather than anything peculiar to the LHA.
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A marked improvement in this situation was brought about at the end of the Pathfinder period by the
introduction of CMS R3 in October 2005. This has made available to Jobcentre Plus officers much more of
the information that is required for them to fill in the relevant parts of a claimant’s HB claim. There is thus
no longer a need to fill in the two local authority questionnaires, which previously had to be completed
in order to gather the missing information so that the claim could be assessed. These arrangements have
made this part of the claimant interview and assessment process faster and very much more efficient. Of
these latest arrangements, a Jobcentre Plus interviewee said that:

e A review of the documentation supplied to the authority by the Service for LHA and HB purposes
revealed that 97% of this was accurate and complete.

e Claimants liked the ‘same day’ start of their HB claim which was ensured by the daily submission of
this documentation.

e The process was working very well and there was now no need for regular meetings with HB
administration.

The 'better off’ calculation, which forms the basis for claimant interviews under CMS, is computerised
and is not carried out by Financial or Personal Advisors but by front line officers at reception. The amount
entered for the LHA/HB is that provided by the claimant, where their HB claim has already been assessed,
or is estimated where the claimant has not yet been informed of their entitlement. This estimate is usually
entered as an amount less than the actual rent and the outcome of the better off calculation indicates
that this is an estimate based on an assumed LHA/HB entitlement. It is thus not the practice to enter the
appropriate LHA rate for the claimant in these circumstances.

Financial advisors do not seek to give advice about the LHA or the use of possible surpluses. They will provide
leaflets on LHA entitlements but will refer their clients to the HB administration if they have any detailed
questions. One interviewee stated quite explicitly that advisors tend to ‘dodge round’ such questions since
LHA/HB matters and housing questions more generally ‘are not part of our remit’ but rather are seen as
part of the assessment of the HB claim which is the responsibility of the local authority.

While many Jobcentre Plus officers are highly critical of the lack of training and information that they had
in respect of the LHA during the early months of its implementation — the information that was given was
provided by the Pathfinder Project Manager — there is little doubt that by the end of the evaluation period
Jobcentre Plus were dealing quite comfortably with the administrative requirements of the new regime.
There is also little doubt that the relative lack of questions from claimants regarding the LHA suits most
Jobcentre Plus officers, reflecting as it does the pre-LHA situation where, once information relevant to such
a claim is collected, the officers ‘never touch HB again’.

Direct Payment to claimants

Direct payment to claimants is one of the central principles of the LHA. Thus, the degree to which direct
payment is made to a much greater number of claimants than under previous HB regulations constitutes
one, although only one, of the criteria by which the success of Blackpool’s implementation of the new
regime can be judged. Table 3.1 indicates the percentage of claimants receiving direct paymentin Blackpool
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at Baseline (November 2003), after twelve months following the introduction of the LHA (November 2004)
and at the end of the Pathfinder period in the authority (November 2005). For comparison, the same data
is shown for all of the Pathfinders, where Baseline relates to the date immediately before they went live
with the new regime.

Table 3.1 Percentage of claimants receiving LHA Payments Direct

Pathfinder Baseline November 2004 November 2005
Blackpool 50%* 86% 79%
Brighton & Hove 59% 88% 88%
Conwy 47% 87% 84%
Coventry 41% 95% 94%
Edinburgh 50% 92% 89%
Leeds 33% 91% 83%
Lewisham 45% 91% 86%
NE Lincolnshire 20% 84% 73%
Teignbridge 60% 94% 92%
All Pathfinders n/a 89% 85%

* Maximum estimate.

Sources: Baseline: Pathfinder Authorities.

November 2004 and February 2006: DWP MIS Returns.

The Table shows a marked increase in the percentage of claimants receiving the LHA direct both in Blackpool
and in all of the Pathfinders. In Blackpool the figure rose from an estimated maximum of 50 percent in
November 2003 to 86 percent one year later, when all eligible claimants had been transferred onto the
LHA, and stood at 79 percent by November 2005. This suggests that Blackpool has been successful in
significantly increasing the number of claimants receiving direct payment.

However, the Table also indicates that at the end of the period Blackpool was making direct payment to a
somewhat lower percentage of claimants than the average for the Pathfinders (85 percent) and that, at that
point, only one other Pathfinder, NE Lincolnshire, was making direct payments to a lower percentage. There
are a number of possible reasons for this, many of which relate to the nature of the PRS HB caseload in the
authority. This contains a significant number of single, mobile and transitory claimants, and it would seem,
a larger proportion of claimants have problems of vulnerability. It may also reflect, in part, the authority’s
response to the very vocal opposition of local landlords to direct payment and the arrangements that have
been put in place to deal with, particularly, arrears.
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These matters are discussed further in Chapter Six. However, it is worth noting here the view of one senior
HB officer. She argued that while there were one in five claimants whose entitlements are paid to their
landlord at November 2005, there would be a similar number in six months time, but in many cases they
would not be the same claimants. This she ascribed to the high turnover and high mobility of tenants in
the area. Hence, a relatively high proportion of payments to landlords is to be expected.
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Chapter 4: Business as usual? Examples of the lack of
impact of the LHA on Housing Benefit delivery

Introduction

It is important to recognise from the outset that from an administrative point of view many aspects of
processing HB/LHA claims have not changed as a result of the new scheme. For example, the means test
requirements of the previous regime still apply in full, so that information and evidence on many aspects of
a claimant’s personal and financial circumstances still have to be collected and verified. There is nothing in
the LHA scheme that would be expected to make this aspect of processing either easier or more difficult.

Further, as noted in Chapter Two, a number of important changes in the HB regulations additional to those
concerning the LHA have been implemented during the Pathfinder and evaluation period which have
significantly affected some aspects of HB administration and service delivery. For example, in Blackpool
the main change in the role and work of the Verification Visits (Interventions) Team over the two years is
ascribable not to the introduction of the LHA but rather to the new interventions process that has replaced
regular Benefit Reviews. The visits associated with this process started in May/June 2004 and from the
middle of 2005 the Team joined with the Pensions Service to undertake this work, whose members were
already making regular joint visits with the Team prior to this date.

Although many of the 3,600 households who are targeted annually for visits on the basis of the DWP's risk
group data are in receipt of LHA, the LHA itself is not the reason for such visits. Indeed the only real impact
on the work of the Verification Visits Team post-LHA implementation was, as part of the project noted in
Chapter Three, undertaking the visits to those LHA claimants using cheque cashing outlets or making visits
in connection with vulnerability reviews, although the latter is rare.

Interms of the day-today work of the Team, queries concerning the LHA were raised by a few claimants during
the early months of implementation and the ‘odd case’ has been referred back to HB administration but,
overall, officers confirm that the LHA has had virtually no impact on the VT, its work or its processes.

There are three key areas of HB administration in which it was anticipated that the LHA could have a marked
effect. The first area is that of fraud where direct payment to the claimant might encourage individuals to
claim fraudulently since they would directly benefit financially from so doing. Conversely, the level of fraud
could be reduced as claimants no longer need to report the change in their circumstances brought about
by a change in their contractual rent, and fraud committed by landlords arising from a failure to report that
their tenants have moved could similarly be reduced.

The second area is that of DHPs. The LHA might be expected, on the one hand, to decrease the demand
for these awards, if LHA entitlements are in general more generous than under previous arrangements
and given that claimants have a clearer idea of their entitlement prior to taking up a tenancy. On the other
hand, the LHA could increase the demand if LHA rates fail to adequately reflect the changing (increasing)
rent levels charged for properties occupied by particular sorts of household, a situation that, it should be
noted, could also arise under the previous LRR arrangements.
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Thefinal areais that of appeals. Appeals against, or requests for a review of, decisions on entitlement might
be reduced if the LHA is more easily understood by stakeholders and/or regarded by them as fairer, but
might be increased if this is not the case. Each of these areas is considered in turn in what follows.

Fraud

By far the most important HB fraud in Blackpool, certainly in terms of the sums involved, results from
households not declaring that they are working, or not declaring their actual earnings, and claiming the
benefit. Benefit fraud other than this has always been comparatively rare, or at least is rarely handled by the
Fraud Team, which tends to concentrate on the more major fraud referrals. Less major frauds are handled
by the Verification Visits Team as part of their intervention activities. As noted above, that Team’s work has
to a large extent been unaffected by the introduction of the LHA.

In the first six months after going live with the new regime only four fraud cases specifically concerning the
LHA had been identified. All of these concerned cheques that had been reported stolen by a claimant that
had actually been cashed by that claimant. In one case the cheque had been cashed for the claimant by
the LA and then reported stolen by that person. Blackpool prosecuted successfully in three of these cases
with the explicit intention of making them an example to others in order to discourage such activity in the
future. This seems to have been largely successful in that over the 18 months since then it is reported that
there have been no further problems with instrument of payment fraud.

These early cases of fraud did lead to what is the only change in fraud procedures and activities to be brought
about by the introduction of the LHA, other than the fall in the number of investigations of landlords as
a result of the reduced incentives to (and ability of) landlords to commit fraud under the regime. Initially,
instrument of payment fraud was only reported to the Fraud Team when the cheques were actually cashed.
Subsequently, HB Control have taken over the process of comparing the signature on the cashed cheque
with the signature of the claimant when the claimant claims that the cheque has gone missing. Where the
signatures are similar or identical this is drawn to the claimant’s attention and they usually ‘withdraw’ as a
result. Hence, the Fraud Team is not now involved in the isolated cases that have arisen. However, it is the
firm view of the Fraud Team Manager that the number or value of missing-but-cashed cheques has not
increased, nor has there been any increase in fraud related to instrument of payment.

One risk of fraud that, soon after the implementation of the LHA, the Manager believed might be
underestimated is that of claiming for dependants or non-dependants in order to increase the received
LHA rate. It was argued that such claimants should be put in a higher risk group for interventions —e.g.,
targeted for six or 12 month visits, rather than two years as at present, although this suggestion has not
been accepted by DWP. It was therefore suggested that this type of fraud might be going unnoticed at
present because it is difficult to identify without an intervention and since ‘You don't get people standing
around in pubs bragging about claiming for fictitious family members.’

However, at the end of the two year evaluation period, the Team took partin a pilot data matching exercise
with the HB Matching Service. The number of dependants and non-dependants claimed for LHA purposes
was compared with those claimed in respect of tax credits. Twenty seven initial ‘'mismatches’ were identified
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and 18 cases were subsequently investigated. Of these, there were three cases where household size was
smaller than that claimed for LHA purposes. Cautions were issued in all three cases.

It is important to note, however, that, in the view of the officer who knew the details of these three cases,
only one household probably deliberately made a false claim. In the other two cases it appeared that
the households had simply failed to report, or failed to report within a reasonable time, the change of
circumstances that the departure of a household member constitutes. While this is a breach of the rules
governing HB, itis not very unusual, and is certainly not peculiar to the LHA. Consequently, itis still the view
of those involved in fraud investigations in Blackpool that the LHA has not led to an increase in HB fraud.

The demand for Discretionary Housing Payments

Under the arrangements for DHPs in Blackpool, claimants are not usually informed about the existence
of these awards as a matter of course — for example, DHPs are not referred to on the Notification letter.
However, CFCC may inform claimants about the award and claimants appealing against any HB decision
or querying that decision in writing will be sent a DHP form. There is a firm impression among benefit staff
that many DHP claims are prompted by advice given by internal or external agencies who are fully aware
of the existence of the award.

DHP decisions are made by the DHP Panel consisting of one representative from the authority’s Landlord
Services and the Homelessness Service, and one from the CAB. The Panel meets fortnightly and is clerked
by an officer from the Appeals and Overpayments Team. The reason for this arrangement is that DHPs are
not a benefit as such and hence making decisions on them is not seen as the part of the HB Service’s role.
In the recent past, prior to the introduction of the LHA, there were only one or two appeals against DHP
decisions arising from each Panel meeting. These are heard by elected members on the Employment and
Appeals Committee, which meets every three weeks. This is deemed to fulfil the ‘fairness’ requirements
of the Human Rights Act, Article 6.

In the year leading up to going live with the LHA, about 10-12 applications were received and dealt
with at each DHP Panel meeting. The overwhelming majority of these were from tenants in the PRS. The
introduction of the LHA has led to something of a fall in both the number of DHP issued or requested and
a similar fall in the number of applications received, despite an initiative during 2004/5 to encourage local
authority tenants with significant rent or CTB arrears to apply. Throughout the two year evaluation period,
the number of applications dealt with by the Panel was around 6-8 per meeting.

The main reason for the reduced number of DHP applications is believed to be the more generous LHA
rates, which are more likely, than under previous HB arrangements, to exceed the eligible rent. Hence, the
number of HB shortfalls and deficits, at least as represented in DHP applications, has fallen.

However, one effect that the LHA appears to have had is on the type of request that is now being made.
Around a year after the introduction of the new regime, when all eligible claimants had been transferred
onto the LHA, officers and Panel members noticed that more applications involved requests for LHA rates
for a greater number of rooms than the size the household requires under the regulations. Most of these
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cited medical or other specific needs and may reflect the more explicit incentive that the LHA offers in cases
of eligibility for a larger numbers of rooms.

The DHP Panel has rejected many of these requests on the grounds that if some were allowed there could
be too many — ‘opening the floodgates’ as one Panel member put it — because so many people could
qualify for these reasons. This has not led as yet to a noticeable increase in the appeals to Employment and
Appeals Committee, which still does not normally receive more than one per meeting. This Committee
will sometimes over-ride the Panel’s original decision and sometimes will not. For example, the Committee
recently decided to grant a DHP to a disabled person who was under occupying on the grounds that it was
unreasonable for him to move, but turned down a similar request from a disabled person receiving the
two room LHA rate in a three bed property whose entitlement was £40 less than their contractual rent. In
the latter case the claimant had £40 excess income on the HB calculation.

Thus, the LHA appears to have reduced the number of applications for DHPs and changed somewhat the
grounds on which they are made. However, the impact on HB administration per se has been minimal,
as witnessed by the absence of any change in the staffing, resources or procedures of the Appeals and
Overpayments Team that administers the award.

Appeals

The PRS generates the majority of requests for reviews and appeals. This has always been the case and is
primarily ascribed to the greater number of issues concerning proof of rent and residence, and the greater
information requirements for HB claims arising from the sector. Further, PRS landlords are more likely to be
‘chasing’ tenants for payment and this can encourage claimants to request reviews or appeals.

Most of the work in this area, which is undertaken by the Appeals and Overpayments Team, concerns HB/
CTB decisions, requests for a reduction in the rate of overpayment retrieval and, particularly, appeals over
the backdating of HB/CTB claim. In all cases the first part of the process is for officers to reconsider the case
which usually requires requesting more information from the claimant. In around 30% of overpayment cases
the issues raised by claimants can be resolved at this stage when the additional information is provided.

During the year in which the LHA was being phased in, backdating requests arising from the introduction
of the scheme increased — there were approximately 50-60 such cases in the first six months. Some of these
may have been encouraged by the relatively more generous entitlements under the scheme. However,
there were some cases where the claimant would have lost out as a result of backdating. These arose where
a claim had been terminated immediately before the introduction of the LHA and the claimant had then
reclaimed under the LHA requesting backdating (due to, for example, hospitalisation) to a date before the
LHA's introduction. As a result of the phased approach, backdating would have meant, for example in one
case, that the claimant would have received the pre-LHA rate of £60 pw over the backdating period and
for the remainder of their time on the previous scheme — that is, until an event triggered their transfer to
the LHA. However, if the claim was not backdated, the claimant would have received £97 pw from the new
‘restart’ of the claim. The Team advised such claimants, under Blackpool’s ‘best buy’ requirement, that they
would be better off not backdating in these circumstances. Claimants in this situation usually decided not
to proceed with the backdating request.
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These particular circumstances were seen at the time, correctly as it transpires, to reflect a transitional
problem that would disappear as more claimants came onto the LHA and as the length of time since its
introduction increased. Perhaps of more significance for the LHA is that since it's introduction there have
only been two formal appeals to the Appeals Service (TAS) directly concerning the new benefit. One case
was brought by a landlord disputing a direct payment decision which was decided in the local authority’s
favour. The second appeal to explicitly reference the LHA was part of alengthy and complicated case where,
among other issues, the LHA rate that had been awarded was disputed by the claimant. HB administration
resolved this aspect in the claimant’s favour prior to the appeal but were keen to have TAS confirm that the
other actions taken were appropriate.

In the early months of implementation the Appeal and Overpayments Team also handled complaints,
grumbles, queries and requests for reviews which arose from decisions concerning vulnerability and arrears.
Since the Team also staff the Landlord Liaison Line, they still do deal with these informally when raised by
callers. However, reviews of these decisions and the responsibility for carrying them out is now lodged
with Business Development in the HB service where the officers and Payments Team dealing with arrears
and vulnerability are located.

Thus, seen over the two years, the overall impact of the LHA on the core work of the Appeals and
Overpayments Team as it affects matters related to appeals has been minimal and has not required any
fundamental or lasting changes to the Team’s activities or procedures.
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Chapter 5: Easing the Administrative Burden? Positive
impacts of the LHA on Service Delivery

Introduction

This Chapter considers a number of areas where the introduction of the LHA appears to have impacted
positively on the administration and delivery of HB. Positive impacts are judged here as arising where
resource savings have been made as a result of the LHA, where the speed or accuracy of administering it
have improved or where the nature of the service provided by stakeholders has improved as a result of the
new regime’s provisions.

The areas in which such positive impacts have arisen, or would have been expected to arise, are in the
determination of a claim, the speed of claim processing, the additional assistance that the provisions of the
LHA have enabled stakeholders such as the Homelessness Service to provide to clients and the reduction
in the use of the Rent Service. Further, the LHA is expected to have a beneficial effect in terms of bringing
greater clarity and transparency to the HB, as well as being a fairer way of delivering the benefit. These
issues are discussed in turn below.

Determining an LHA claim

Under the administrative arrangements for determining HB claims in Blackpool, the Determinations Team
is responsible for the final processing stage. The Team also deals with social sector HB claims and with CTB
claims, but processing claims from the PRS has always been a major part of their work.

Briefly, the work of this Team involves receiving the claim from the Verification Team which has verified
the information that has been entered on CMS or accompanies the HB claim. The Determinations Team
inputs thisinformation onto the HB IT system which then calculates the outcome of the claim. This outcome
is passed onto the Payment Team for verification of payment. The LHA calculations are suspended if a
vulnerability decision is being awaited and the Team will also pass onto the RO Service any LHA exemptions
(for example, board and lodging cases) that the Verification Team has missed. The Team is also responsible
for making interim payments if a claim is being delayed.

One concern during the early months of introducing the LHA was that many of the members of the Team
were new and a number of them had been off sick or on leave. New processors in particular were anxious
about making mistakesin dealing with the LHA alongside claims requiring determination under the previous
regulations. In response the Supervisor redesigned the form which processors use to check that all the
correctinformation has been added for the calculation of entitlement. Additional ‘tick boxes’ were added
to reflect the additional elements that processing the LHA involves.

Reflecting the newness of the regime, the target for processing remained at 10 claims per processor per
day, but the Supervisor told Team members that it was preferable to process fewer than this and to get
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them right, particularly in the case of new LHA claims, rather than to rush the work in order to achieve
the target. Thus, in the earliest stages of implementation, the effects on the work of the Team were not
entirely positive.

Clearly, however, as elsewhere in the administration of a claim, there was a strong element of ‘learning
by doing’ in the Determinations Team as the LHA was phased in. Progressively over the implementation
period, the throughput of claims increased and backlogs inherited from pre-LHA days were significantly
reduced — there were no backlogs at the time of the 15 month evaluation visit, for example. Not all the
improvements were ascribed to the LHA. For example, during this period the local authority increased the
emphasis on sickness management and the absences through sickness in the Team, and staff turnover more
generally, had been reduced. Additional staff were also employed temporarily between September 2004
and March 2005 to deal with backlogs, and when taking up work became a change of circumstances for
benefit purposes this was handled by another team.

However, the LHA was said to have speeded up processing times and eased the work of the Team by, for
example, reducing the need to collect or assess proof of rent (only evidence that there is a liability to pay
rent is now required) and because of the absence of RO determinations. This latter change directly affects
processing because previously it was necessary to calculate the eligible rent first and then to go through
three screens to get to the referral stage. Hence, in Blackpool it is not so much the absence of referrals to
the RO which reduces processing time and makes inputting quicker and easier but rather that itis no longer
necessary to process determinations once received from the RO. Those non-LHA PRS claims that still require
referrals (e.g., bed and breakfast, and board and lodging claims) are referred to the RO by the Verification
Team and have usually been determined by the time the claim reaches the Determinations Team.

More generally, it was argued that this stage of the claim assessment process is much easier under the
LHA as there are (usually) no service charges to work out or gas or electricity payments to deduct from the
reported rent, and there is much less need for interim or temporary payments which subsequently have
to backdated and increased or reclaimed when the entitlement is finally determined. An indication of
the comparatively greater simplicity of assessing a claim under the LHA is that new staff are now started
on LHA (and associated CTB) assessments in order to familiarise themselves with the HB processing
system. Clearly by the end of the Pathfinder period the LHA regime was seen as an improvement over the
previous arrangements and the LHA had become ‘the norm’, as one officer put it, as far as the work of the
Determinations Team is concerned.

Processing times

Processing performance (e.g. processing times from receipt to determination of a claim) has improved over
the Pathfinder period as the following Table indicates.

Table 5.1 shows that at the time at which the LHA was introduced new claims from the PRS were taking
an average of 32 days to process. Around one year after going live with the new regime (quarter ending
December 2004) processing times had almost halved to 17 days, which was maintained until the quarter
ending September 2005.
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Table 5.1 Average processing time (calendar days) for LHA claims in
Blackpool: Baseline (November 2003) - December 2005

Baseline June04 Sept04 Dec04 March05 June05 Sept05 Dec05
Average (days) 32 29 23 17 17 17 17 20

Source: DWP Management Information Statistics: April 2006.

Itwould, however, be heroic to suggest that the LHA is the sole reason for these improvementsin processing
times. Part of the reason for the improvement is that the Verification Team has become more proactive
in chasing up evidence. Another is that the arrangement with Jobcentre Plus under CMS, as discussed in
Chapter Three, is now working well. Further, treating changes in working status or address as changes of
circumstances rather than as the trigger for a new claim has both enabled the processing of these cases
to speed up and has, of course, removed these particular claims from the assessment process for new
claims. The replacement of annual reviews has also freed up resources which could be used for processing,
although in practice most of these seemed to have been absorbed by the new demands stemming from
the increase in the number of interventions that are now required.

Nevertheless, some furtherinsightsinto the effect of the LHA on processing times can be gained by comparing
Blackpool’s performance in this respect with both that of all nine Pathfinders and all authorities with HB
responsibilities. Taking the processing time at Baseline and the average processing times for LHA claims in
2004/05 and for April 2005 to December 2005, the following Chart indicates the findings:
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Figure2 Average number of calendar days to process a new LHA claim in
Blackpool compared with all Pathfinders and all LAs
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Source: DWP Management Information Statistics: April 2006.
Note: Baseline data is the average processing time for all PRS cases processed in 2003/04.

2004/05 data is the average processing time for all LHA cases processed in 2004/05 for Blackpool, the nine Pathfinders and for
all Local Authorities.

2005/06 data is the average processing time for all LHA cases processed between April 2005 and December 2005 for Blackpool

and all nine Pathfinders. The figure for all Local Authorities is for PRS cases processed between April 2005 and September 2005

only.

The figure shows that before the introduction of the LHA PRS processing times in Blackpool were lower
than that of the Pathfinders overall and of local authorities nationally. Since the introduction of the LHA this
trend has continued and processing times have fallen more quickly in Blackpool than elsewhere. It can be
seen from the chart that since Baseline processing times across the nine Pathfinders have fallen by a third
(from 51 to 34 days) compared to a reduction of approximately a quarter (from 58 to 43 days) nationally.
This suggests that at least part of the reduction probably can be attributed to the LHA, particularly when
added to the observation that some aspects of LHA processing are simpler and faster, as participants in
this evaluation have suggested.

Assisting claimants under the LHA - The example of the
Homelessness Service

Chapter Three above discussed some of the difficulties that claimants presenting to the Money Advice
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Service and CFCC. One point that officers in both of these services made strongly, and which is returned
to below, was that under the LHA it was much easier to advise claimants about their likely entitlements
and that this advice was easier for claimants to understand. The fixed LHA rates, in removing for advisors
and clients alike the previous major uncertainties concerning the rent level of an individual property which
would be set for HB/LHA purposes, thus assisted the work of those involving in advising claimants.

The local authority’s homelessness officers also acknowledged these benefits of the LHA. As LHA rates
are known and publicised, ‘People know where they are’, in the words of one officer, and in removing the
uncertainty of Rent Officer determinations and PTDs they can give better advice to clients. Further, since
the LHA rates set in Blackpool appear quite generous relative to previous property specific determinations,
the size and number of shortfalls faced by claimants appear to have fallen, see page 60, a clear benefit to
poorer households.

The LHA has also assisted homelessness officers in another aspect of their work, that of finding PRS
accommodation for homeless households. First, itisimportant to appreciate that the number of households
presenting as homeless has increased significantly in Blackpool. Thisis primarily a result of the Homelessness
Act 2002 which extended the groups to whom the homeless provisions apply and which has consequently
increased the number of households who are counted as homeless. As anindication of the effects of this the
number of household days spent in B&B in the Borough increased from 21in 2001/02, to 500 in 2002/03
and to 5,000 in 2003/04. The number of homeless presentations increased from around 1,500 in 2001/02
toalmost 3,000 in 2003/04. Over that period 30 percent of presentations were because the household had
been living with parents, friends or relations, 19 percent because of relationship breakdown, 18 percent due
to loss of tenancy, eight per cent because of rent or mortgage arrears and 25 per cent for other reasons.

The most recent figures, discussed further in Chapter Six, indicate that loss of a tenancy is now the second
most frequent reason for households presenting as homeless and in priority need. This was an important
reason for the formation of the Service’s Prevention Team whose role is to examine the options for households
in danger of losing their home or who have already lost it. The three options are, first, to work with the
landlord and tenant to prevent the tenancy being terminated: second, to find an alternative PRS property:
and, third, to access the social rented sector, although the small size of this sector in Blackpool and the refusal
to allow access to tenants with significant arrears means that in practice there is ‘no chance’ of this.

If an alternative PRS property is required the household is referred to the authority’s Bond Scheme which
is managed from within the Homelessness Service. Both the increase in homeless in the Borough and the
move to direct payment under the LHA has generated substantial increase in the demand for the Bond
Scheme. Landlords and tenants realised that a bond helps to ‘insure’ landlords against the risks of non-
payment by the tenant, even though, strictly speaking, under the Scheme the bond cannot be used to
pay off any arrears that are accrued under the tenancy to which the bond relates. Particularly in the early
part of the Pathfinder period, both tenants and landlords became much more demanding and aggressive
over access to the Scheme, often waiting in reception to waylay officers about the Scheme. The demand
for access has now become so high, given the homelessness situation in Blackpool, that the Scheme is no
longer advertised and households are no longer permitted to self-refer. Currently the Scheme assists an
average of 10 households per week into accommodation.
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In addition to the insurance that the bond provides in itself, the Scheme has proved very popular with
landlords because eligible tenants have their HB claims fast-tracked — an HB officer is located within the
Service and undertakes claim verification —and, in return for a six month assured shorthold tenancy (AST)
and a rent no higher than the LHA rate, the Homelessness Service will request HB administration to pay
the household’s LHA entitlement (or rent, whichever is lower) to the landlord. These requests to date have
always been accepted under the vulnerability arrangements.

The combination of the bond, fast tracked HB and payment to the landlord makes granting a tenancy
to homeless households a much more attractive proposition to landlords. As a further indication of this,
landlords letting under the scheme and receiving an LHA payment which is less than the rent have often
been prepared to forgo the top up that would otherwise have been required. Hence, the possibility of
landlords receiving payment under the new regime, in helping to make housing homeless households more
attractive to them, has made the work of homelessness officers in this respect, less difficult. If payment to
landlords was still the norm, as under previous HB arrangements, this would not be the case.

Resource savings under the LHA: The case of the Rent Service

The absence of the need for referrals to the RO Service, has undoubtedly led to some administrative advantages
in the delivery of HB under the LHA. As has been stressed above, these advantages stem less from the need
to wait for RO determinations, because of the speed and efficiency with which they were provided under
previous arrangements in Blackpool, but rather from the savings in the time needed to incorporate these
into claim processing. There are also likely to be some, though possibly small, savings from the abandonment
of the systems put in place to handle referrals and responses relating to determinations, and savings in the
resources used to operate these systems. More important, the greater clarity and certainty that the fixed
(maximum) entitlements provide under the LHA makes advising claimants and landlords much easier, and
reduces the uncertainty of decision making for these, and other, stakeholders. In this sense, the fixed LHA
rates are likely to enhance efficiency compared to the previous property specific determinations.

There are also likely to be longer term resource savings in respect of the Rent Service itself. As noted in
Chapter Three above, the volume of determination referrals fell dramatically over the year in which the LHA
was phasedin, as expected, and has continued at this new low level. Itis the case that, again as noted above,
the need to undertake shadow determinations as part of the Pathfinder and to search out new data sources
for market evidence, as well as dealing with 20-30 determinations a week for properties exempt from the
LHA, are currently absorbing some of these resource savings in the short term. However, in the longer term
there will be a lower demand for RO services in Blackpool and, as and when the LHA is rolled out to other
authorities covered by the Service, a lower demand for those services in total. Since the delivery of the LHA
to PRS claimants will require fewer RO resources than under previous arrangements, this can be argued to
be one of the advantages of the LHA from the point of view of benefit administration and delivery.

Of course, what are seen as resource savings from one perspective are, from the perspective of the RO
Service, seen as the loss of jobs. It is important to record here that there is, understandably, a strongly
held view that when the LHA is rolled out the new regime will ‘devastate’ the Service. There are very clear
career concerns within the Service given that the amount of Fair Rent work is falling over time and that
the gathering of evidence and setting of fixed LHA rates even for the whole of the BRMA will not provide
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sufficient employment for current staff. These concerns are amplified by the uncertainty at present as to
when and how the LHA will be rolled out, about the status of current employment contracts in the case of
some individuals and, more generally, about the future of the Service itself. Indeed, it was argued that it
was remarkable that ROs were being so highly professional in carrying out the LHA work and meeting all
the required targets, given that in doing so they were ‘doing themselves out of a job’.

Transparency and fairness under the Local Housing Allowance

One of the objectives of the LHA is to introduce greater clarity and transparency into HB regulations for
the PRS with the aim of benefiting all of those who come into contact with this part of the benefit system.
One point made by officers in all the services in Blackpool that are responsible for advising and assisting
claimants, including the Homelessness Service discussed above, or come into direct contact with them,
was that under the new regime it was much easier both to advise claimants about their likely entitlements
and for claimants to understand those entitlements. Indeed, even many landlords who remained opposed
to the LHA stated that they "knew where they were’ with fixed and publicised LHA rates.

The absence of RO determinations and PTDs has removed major uncertainties concerning the rent level
of an individual property which will be set for HB. This has assisted stakeholders and, in particular, has
enabled claimants to make, potentially, more informed decisions, and has made the work of those involved
in advising claimants somewhat easier. The LHA, therefore, appears to have achieved the objective of
bringing transparency to the HB system.

In assessing whether, in the experience of participants in Blackpool, the LHA is in general a fairer system it
is worth recording that there is significant support among the HB officers and those advising and assisting
claimants for the principle of direct payment as a fairer means of delivering benefit in the case of most
claimants. Further, many would agree with the government’s view that direct payment gives claimants
responsibility for managing their financial affairs. The basic principle that the LHA is the claimant’s entitlement
and therefore should (normally) be paid to them is, therefore, seen as right and proper by the majority of
participants concerned with delivering the new allowance. As one person put it:

‘There is no reason to assume that the majority of people on benefits are any more or less likely to pay their
rent than people in work. Why, therefore, treat the majority any differently and pay the landlord?’

Afurther aspect of the fairness of the regime for claimants is seen as stemming from the reduced shortfalls
or gains that have been brought about by the combination of the absence of property specific restrictions
and what are believed by some to be comparatively generous LHA rates compared to the actual rents of
properties that claimants occupy. Table 5.3 adds to the information in Table 2.3 by showing the average
percentage of claimants in Blackpool facing a shortfall from their HB in 2003/04 and the percentage with
shortfalls, excesses or neither in May 2005, the latest date for which this information is available at the
time of writing. The same information is shown for the other Pathfinders.

59



Local Housing Allowance Final Evaluation:
Implementation and delivery in Blackpool

It should be noted that a shortfall arises where a claimant’s rent is greater than their maximum LHA rate/
HB before any non-dependant and means tested deductions, while an excess arises where their rent is less
than their LHA rate before deductions. Those claimants with an excess gain even where subsequent non-
dependantand means tested deductions leave them with an LHA award less than their rent, since those same
deductions would have been made under the previous HB arrangements and their maximum entitlement
before deductions could not have exceeded their rent under those arrangements. Consequently, such
claimants remain better off under the LHA than they otherwise would have been. Also, recall that excesses
could not arise under the previous HB arrangements and that at the point of transfer to the LHA claimants
received transitional protection, meaning that they could not be worse off under the new award.

The Table indicates that the percentage of claimants facing shortfalls in Blackpool was among the highest
of any of the Pathfindersin 2003/04 and at 76 percent, it was almost 20 percentage points higher than the
Pathfinder average. By May 2005, six months before the end of the Pathfinder in Blackpool, this percentage
had fallen to around 50 percent, although it was still above the Pathfinder average. However, 44 percent of
claimants had become gainers by this time, although again this is lower than the average for all Pathfinders
and markedly lower than that for Lewisham and Edinburgh, for example. Blackpool is also one of only three
Pathfinders where a clear majority of tenants do not receive an excess.

Table 5.3  Percentage of claimants with shortfalls, excesses or neither:

2003/04 and May 2005
Pathfinder 2003/04 May 2005*
Shortfalls Shortfalls Excesses Neither

% % % %
Blackpool 76 51 44 6
Brighton 50 32 65 2
Conwy 53 58 38 3
Coventry 64 35 61 4
Edinburgh 42 27 73 0
Leeds 77 34 62 4
Lewisham 55 23 76 1
NE Lincs 50 64 34 2
Teignbridge 61 41 58 1
All Pathfinders 58 39 58 3

Source:2003/04: Rent Officer Referrals data (supplied).
May 2005:DWP MIS.

* Percentages may not sum to 100 due to rounding.
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While the comparison of the percentage of claimants with shortfalls under the previous regulations with
those with shortfalls or excesses under the LHA give anindication of the impact of the new regime, the actual
financial gain that these figures represent is perhaps more important in assessing the likely effects of the
new arrangements. Table 5.4 shows for Blackpool and all of the other Pathfinders the average of shortfalls
and excesses ‘overall’ in 2003/04 and at May 2005, the average shortfalls for claimants facing these in May
2005 and the average excesses for those eligible for them at that date, all in pounds per week.

Table 5.4  Average shortfalls and excesses, and average shortfalls/lexcesses
overall: November 2004 and May 2005 (£ per week)

Pathfinder Nov 2004* May 2005
Overall Overall Shortfalls Excesses

Blackpool -£15 -f4 -£18 +£12
Brighton -£11 +£10 -£21 +£26
Conwy -£27 -£6 -£18 +£11
Coventry -£10 +£6 -£15 +£19
Edinburgh -£13 f14 -£18 +£26
Leeds -£16 +£6 -£17 +£19
Lewisham -£17 +£24 -£25 +£39
NE Lincs -£11 -£5 -£11 +£8
Teignbridge -£12 +£4 -£16 +£18
All Pathfinders -£14 +£6 -£17 +£22

Source:2003/04: Rent Officer Referrals data (supplied).

May 2005:DWP MIS.

* Nov 2004 amounts are weighted by May 05 distribution of claimant household type.

Table 5.4 shows that in Blackpool, taking all LHA claimants together, claimants ‘on average’ still have a
shortfall of around £4 per week. Only two other Pathfinders are in this position. For those experiencing
shortfalls, the amount, at £18 per week, is around the Pathfinder average, but the average gain for those
with excesses is only £12 per week, almost half the average for the Pathfinders as a whole.

If more claimants are better off under the LHA than they were under the previous arrangements, as Tables
5.3 and 5.4 suggest, and claimants as a group are among the least well off in society, then the operation of
the LHA in Blackpool could be argued to be fairer in general than those previous arrangements. However,
in the context of the Pathfinders as a whole, and particularly in comparison with Lewisham, Brighton &
Hove and Lewisham, the average gains are relatively modest in Blackpool, particularly when compared to
the average shortfalls.
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For this reason, and in contrast to the views expressed in some other Pathfinders, relatively few participants
within and outside of the HB Service in Blackpool expressed concern over the size of the excesses for which
claimants were eligible. It was the case that some individuals in specific circumstances made large gains,
and indeed these were investigated (see page 64), and there were some concerns where these were made
because of what officers saw as loopholes or a lack of clarity in the LHA regulations. However, the number
of gainers and the size of their gains in Blackpool, and the fact that most claimants still faced shortfalls, did
not seem to change the opinion of most participants that the LHA was a fairer way of delivering HB.
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Chapter 6: Delivering the LHA - Some continuing issues

Introduction

This Chapter focuses on a selection of issues that, at the end of the evaluation period, were still on-going
in the sense that they appear to have implications for the delivery of the LHA in Blackpool beyond the two
year period. Note that the term used here is ‘issues’ not ‘problems’ since some of the matters discussed
below will be, or have already been, accommodated within the procedures and arrangements needed for
delivering the award. Nevertheless, to the extent that they have required a marked change in organisational
arrangements and practice, and are in some cases more costly in resource terms, they are of great significance
in evaluating the impact of the new regime.

The Chapter first discusses the impact of the LHA on overpayments — that is, payments of benefit that
are greater than those to which claimants are entitled — and on the processes for reclaiming those
overpayments. The scale of requests for a switch of payment to landlords on the grounds of arrears or
claimant vulnerability, and the arrangements made for dealing with those requests - a crucially important
area of LHA service delivery as noted earlier — are then considered. Arrears and vulnerability decisions, the
range of short and longer term payment possibilities that arise from them and the potential problems of
making very large payments direct to claimants all have implications for how HB administration manages
the Payments function. Therefore, this is examined next. Then, after considering how claimants appear
to be managing the bank accounts they use for receiving the LHA, some observations are offered on the
relationship between receipt of the LHA and homelessness.

The impact of the LHA on overpayments

The LHA has changed overpayments work of the Appeals and Overpayments Team in one main respect. The
larger number of payments made to tenants under the new arrangements means that the discretion —and
thus the controversy —over from whom any overpayment ought to be reclaimed has largely been removed.
Tenants are now the party, in the overwhelming number of LHA cases, from whom the overpayment has
to be reclaimed. It can be noted that the recovery of overpayments from landlords was in any event on the
decrease in Blackpool prior to going live with the LHA since the great majority of landlords understood the
system and knew of their liabilities for HB recovery. Hence, landlords were increasingly informing HB about
any change in their tenants’ circumstances of which they were aware.

Nevertheless, reclaiming overpayments from claimants is more problematic for the Team in the sense that
tenants are more likely than landlords to change their circumstances, and are thus more likely to accrue
overpayments. Further, tenants are also more likely than landlords to leave the property or area without
informing HB administration, which makes claimants more difficult to trace. In addition, because most
repayments are now from claimants, recovery rates are lower and recovery takes longer, given the weekly
amounts that can be sustained by tenants. This has implications for the amount of DWP subsidy that the
local authority can claim which depends in part on the amount of overpayment reclaimed.
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During the transition to the new regime, officers from the Team did identify cases for investigation that would
not have arisen under previous HB arrangements. For example, there was a case of two joint tenants, one of
whom was a student, but both of whom had babies at more or less the same time. Their rent was £75 pw in
total but each subsequently received an LHA of £97 pw. On examining the case the award was confirmed
as accurate. There were also examples of claimants who were liable for an overpayment reclaim and who,
due to a change of address, became eligible for LHA. Where such a claimant’s LHA receipt was greater than
their new rent the surplus could be used to offset (i.e., repay) the outstanding overpayment.

It was also argued by officers from the outset that the additional opportunity that claimants have to make
claims that resultin overpayments under the LHA is limited to ‘inflating’ their household size, and that thiswas
unlikely to be sustainable in the longer run unless their landlords collude with them. Further, claimants have
anincentive to notify HB of any genuine increase in their household size. A limited number of overpayments
were written off during the Pathfinder period where, due to a change of claimant circumstances, it was
discovered that household size had reduced. In these cases it was unclear whether this was the result of a
processing error or whether the claimant was unaware that household size directly affected the LHA rate.
Overall, however, there were very few cases handled by the Team where overpayments appeared to arise
from a deliberate misreporting of household size, an experience which mirrors that of the Fraud Team (see
Chapter Four).

More generally, an examination of recent, newly created overpayments undertaken towards the end of
the Pathfinder period revealed no causal link with the LHA and the largest 20 overpayments, of a value of
£200,000 in total, were all cases of systematic and large scale fraud unrelated to the nature of the new
benefit regime.

Thus, over much of the two year period, the LHA required no major procedural change in the way in which
the Overpayments Team operated and did not require a change in the number of Overpayments officers
or additional resources for the Team.

Thereisnevertheless a concern thateven if the number of overpayment cases has not increased significantly,
the value of those overpayments could be greater, because of the higher entitlements under the LHA.
Further, since, as noted, the potential rate of reclaim from tenants is lower, the total value of overpayments
outstanding could increase, or at least reduce more slowly, than under previous arrangements where third
party reclaim was more common.

In the light of this, Blackpool have streamlined their Invoice/Reminder/Refer to Debt Collection process to
six weeks and have become much more proactive in reclaiming overpayments when tenants reappear on
the HB caseload. As a result the Borough's overpayment practice and recovery procedures are very close to
good practice, as established by benchmarking, and are argued to be very good given the volatile nature
of the caseload. It is possible to argue, therefore, that although the LHA has not dramatically changed the
work of the Overpayments Team, the lower rates of reclaim resulting from direct payments, means that
increasing attention has had to be paid, and will need to be paid in the future, to overpaymentidentification
and reclaim issues.
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The issue of arrears and vulnerability

The regulations governing the LHA make it clear that the principle and expected practice under the regime
is that the entitlement ‘will normally be paid to the claimant rather than the landlord’ (Housing Benefit
Local Housing Allowance Guidance Manual, London, DWP, 2003 plus Amendments, para 4.00). The
circumstances under which claimants should not normally receive the payment direct are also identified in
the Manual. These circumstances are where the claimant is deemed to be vulnerable (Section 5), where ‘it
is improbable that he will pay his rent’ (para 6.10 et seq.) or where the claimant ‘has built up rent arrears
of eight weeks or more’ (para 4.15).

The last of these relating to arrears is a requirement that the landlord is paid rather than the claimant,
as is also the case under non-LHA HB regulations, rather than an area for the use of discretion which is
inevitably required in determining vulnerability or the improbability of paying. However, accruing arrears
of less than eight weeks may in some cases indicate that the claimant is vulnerable and/or unlikely to pay
their rent, and that the award should therefore be paid to the landlord. Thus, while HB administrators are
required to make payment to landlords where there are eight weeks arrears or more they also have the
discretion to do so where the accrued arrears are less than eight weeks and there is a case to be made that
these arrears are likely to increase.

Chapter Three explained briefly how HB administration in Blackpool was reorganised for dealing with cases
arising under the vulnerability and arrears provisions, at first by having two identified officers, one responsible
for vulnerability claims and the other for cases in which arrears were alleged. Since the expectation that
arrears and vulnerability would be interrelated was fulfilled in practice, from the outset these officers often
carried out their work jointly. This day-to-day arrangement was then formalised by having both vulnerability
and arrears cases dealt with by one officer in conjunction with colleagues in the Payments Team.

Perhaps of most significance here, however, is the volume of work that has arisen under the vulnerability
and arrears provisions. Table 6.1 shows the total number of requests and the reasons for these requests,
first between going live with the LHA in November 2003 (Baseline) and the 15 month evaluation visit in
February 2005, and second between November 2003 and the end of the two year evaluation period.

It is important to note immediately that the figures in Table 6.1 underestimate the number of requests for
payment to landlords on arrears and vulnerability grounds, and thus underestimate the resources involved
in dealing with these requests, since they reflect only those requests that were sufficiently ‘complete’ —that
is, provided enough information or evidence in the individual case — to enable officers to reach a decision.
The total number of requests actually received in the first 15 months was 2,083 and over the whole period,
3,495, each of which had to be considered. The scale of the requests received is therefore significant,
averaging 146 a month over the two year period.
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Table 6.1 Decisions and reasons for making payments to landlords:
‘complete’ requests only:
(1) November 2003 (Baseline) to Wave Two (February 2005): and
(2) Two Year Evaluation Period (November 2003 to November
2005)
Decisions (1) Nov 03 to Feb 05 (2) Nov 03 to Nov 05
Number Percent Number Percent
Decisions in Complete Cases
Pending Decision 25 2% 40 1%
Unsuccessful 35 2% 192 6%
Successful 1600 96% 2983 93%
Successful Cases: Reasons
Addiction 121 8% 165 6%
Financial 94 6% 130 4%
Homeless 213 13% 453 15%
Learning Difficulties 17 1% 25 1%
Medical (Permanent) 110 7% 131 4%
Medical (Temporary) 179 1% 256 9%
Non-English/Literacy Problems 8 1% 10 >1%
Prison 9 1% 17 1%
Rent Arrears 833 52% 1775 60%
Violence 16 1% 21 0.7%
Total 1600 100% 2983 100%

Source: Based ond
ltisalsoimporta

ata provided by Blackpool Pathfinder Team in February and November 2005.

ntto note that the figures represent the ‘flow’ of requests over the earlierand whole period.
Some claimants may have ‘lost’ vulnerability status, and thus payments to their landlord, as a result of a
change in the circumstances on which the decision was initially based, perhaps as a result of a review, or
because they leave the sector or area. Similarly, where payments are made to the landlord on the grounds
of arrears, households may repay these over time or, again, may leave the sector or area. Thus, to take the
case of arrears, after 15 months there were around 500 claimants whose LHA entitlement was being paid
to their landlord as a result of rent arrears, not the 833 for whom this has been the case at some point

during the period since going live with the LHA to February 2005.
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Bearing these considerations in mind, Table 6.1 shows that a high proportion of complete requests are
successful — 93 percent of such requests over two years resulted in payment to landlords, at least for some
period during the claim. As a result, 15 months after going live with the LHA 16 percent of claimants had
(at least part of) their entitlement paid to their landlord — 84 percent receiving it direct — while at the end
of the evaluation period this had risen to 21 percent, with 79 percent receiving it direct (Table 3.1).

There is perhaps an interesting contrast with the position six months after going live when claimants
were still being transferred onto the LHA. At that stage only three percent of transferred cases had been
deemed eligible for payment to the landlord. This doubtless reflects the reality that irrespective of how
much information is distributed about vulnerability and the arrangements for judging this, or how much
advice is given to claimants concerning the assistance available in the case of difficulties, it is not until
direct payment is actually received that problems are likely to manifest themselves. It is almost certainly a
reflection also of the fact that in the earliest stages of the introduction of the LHA relative few tenants had
the opportunity to build up any significant arrears. Further, those landlords anxious to secure a switch of
payment to themselves had not fully understood the operation of the vulnerability and arrears arrangements
at this stage, nor how they might be successfully accessed — or in the view of some participants in the
Evaluation, how they might be successfully manipulated.

Table 6.1 shows that the single largest reason for awarding payment to the landlord is that of arrears.
Sixty percent of such payments were granted on these grounds, up from 52 percent after 15 months. It
is very important to note here, however that, for reasons discussed in the next section, relatively few of
these payments have ever been made on the grounds that arrears have reached a level equivalent to eight
weeks rent or more, Indeed, in November 2005 no payments were being made to landlords on the grounds
that eight weeks arrears or more had been accrued. Reflecting the importance of arrears as a reason for
seeking an end to direct payment, over the two year period the majority of all requests (56 percent) came
from landlords with only 16 percent from tenants themselves. Recommendations from the Homelessness
Service provide the second highest percentage of successful requests (15 percent) and are the third highest
source of all requests.

While the responsibilities for making decisions concerning vulnerability and arrears lie with the same
officer(s), the procedures in respect of arrears decisions are different, at least in principle, in cases where
vulnerability is claimed. Thus, they are considered separately ahead.

Dealing with arrears

In order to minimise the likelihood of arrears arising from direct payment, the procedures putin place during
the first six months of implementation meant that direct payments were normally suspended after four
missed rent payments were reported while the case was investigated. However, action would be taken if
the officer was informed after fewer than four payments had been missed, as long as there was evidence
tosupport this. By the end of the two year Pathfinder, suspension of payments in the case of alleged arrears
was being instigated in an even shorter period, with payments being suspended in some cases where only
one two weekly payment was reported as being missed.
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In all cases of alleged arrears dealt with during the Pathfinder period, and subsequent to it, evidence is
required from the landlord in the form of a rent account or rent book. It was usual during the Pathfinder
(but not subsequently — see page 70) for direct payment to be suspended while such evidence from the
landlord was awaited. The tenant was also contacted to identify the problem before any decision as to
whether to switch payment was made. Contact with the tenant often indicated that the arrears had
arisen because of problems with their bank account, that they had other financial problems (and might
benefit from assistance from the CAB) or that the claimant had other personal difficulties that made them
vulnerable in some other way. If the existence of arrears was contested by the claimant, particularly on the
grounds that they were withholding rent because of an alleged tenancy dispute, payment would remain
suspended until the landlord and tenant themselves resolved this. As under pre-LHA arrangements, HB
officers would not become involved in landlord-tenant disputes. If the evidence of arrears was convincing
and uncontested, and, particularly, if the tenant had some history of missing rent payments, the payment
would normally be switched to the landlord.

Onaverage over the duration of the Pathfinder arrears requests were taking three to four weeks to determine,
the time period being influenced primarily by the length of time landlords took to provide evidence. As
landlords became more aware of the evidence requirements, so the time taken over decisions reduced.
In the early stages of implementation particularly, evidence often proved difficult to collect since some
landlords kept ‘poor and unconvincing records’ which could lead to lengthy disputes.

Where the payment is switched to the landlord, a decision is also made as to the period for which this
arrangement should hold. While sixmonthsis the norm for making payment to the landlord in arrears cases,
the officers have the discretion to set shorter or longer review periods, depending on the case. This depends
partly on the amount of the arrears. Where very large arrears have been incurred, a review period of one
year is set and the tenant is often advised to seek advice from the CAB. The review period also depends on
whether there is any LHA excess. If the claimant has a surplus (that is, the amount of benefit they actually
receive is greater than their rent) the Payments Team calculate manually how long it will take to clear the
arrears and then pay the LHA plus the excess to the landlord for that period.

When the arrears have actually been cleared — which in itself is difficult for officers to assess in some cases
and requires confirmation from landlord and/or tenant, particularly when there is an on-going deficit (that
is, the amount of benefit they actually receive is less than their rent) — a decision is made as to whether to
revert to direct payment. If LHA entitlement is equal to or less than the rent the case will be reviewed after a
period (usually six months) of making the payment to the landlord. If the arrears have not been reduced by
the tenant paying off (some of) the arrears from their other resources, then payment may revert direct to the
claimant on the grounds that making payments to the landlord has not helped the situation, although this
cannot happen if the outstanding arrears are still equivalent to rent payments of eight weeks or more.

HB officers recognise that landlords with LHA tenants —and some LHA claimants themselves —want direct
payments to be switched and that some will go to great lengths to achieve this. There is little doubt that
those involved in arrears decisions feel under great pressure from local landlords to agree to a switch of
payment on the grounds of any arrears, not just those that amount to more than eight weeks rent.
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Thus, it has been suggested by a number of those interviewed inside and outside of the local authority
that landlords see claiming the existence of arrears as a fast track to having payments to them instead of
their tenants. Some landlords, particularly in the early stages of implementation, took to aggregating rent
unpaid, to support their case for payments to landlords. However, these will only be accepted if there was
evidence that the landlord had attempted to collect the amount in the past. One letting agent argued that
if the tenants were encouraged to write to the authority saying that they had spent the LHA and not paid
their rent, then payments would immediately be switched to the landlord without any further enquiries
being made. As aresult, in the view of one person interviewed, 'HB is now clogged with arrears claims’ and
another experienced HB officer argued that arrears requests, whether real or constructed, would over time
become a (more) major issue as landlords sought to end direct payment in the case of their own tenants.

During the Pathfinder period, some concerns were expressed by one worker assisting claimants that while
the authority always accepted the organisation’s recommendations to switch payment to a landlord,
there was much less willingness to accept recommendations that payment be made direct, or continued
to be made direct, to the claimant particularly in the case of alleged arrears or where payments had been
suspended. It was pointed out that suspensions were particularly difficult for claimants. For example, it was
observed that in one particular case ‘HB required more evidence from claimants than would the courts’
when deciding whether to recommence suspended payments and, if so, to whom, and that they certainly
required more evidence from claimants than they did from landlords. In respect of suspension of payments
more generally an advisor argued that:

‘It seems remarkably easy for a landlord, with just one phone call, to have benefit suspended and
remarkably difficult through provision of argument and evidence to get that benefit unsuspended or a
decision made on who to pay. If LHA is to be continued as a system which favours payment to tenants
then it would appear natural that this should continue to be the default position until evidence is
provided to the contrary. Suspension of benefit only harms the tenant in that they fall further into rent
arrears and risk eviction, after which the suspended benefit is likely to be paid to the landlord anyway
s0 [the landlord] doesn’t lose out.’

Some stakeholders within and outside of the authority interpreted the rapid suspensions and/or switches of
payments that were taking place at this time as an attempt to ‘keep landlords sweet’, as one person put it.
Certainly, HB officers are concerned not to let arrears rise to significant levels in any particular case, and, as
aresult of the arrangements putin place, accept that switches of payment from the claimant to the landlord
can happen well before payments are required under the regulations to be made to the landlord.

Officers openly admit that these are one of a set of arrangements that help to ‘soften the blow to landlords’
from direct payments and reflects the assurances given by senior HB officers to landlords in the run up,
and subsequent, to the introduction of the LHA. In this sense it is seen as helping to meet the authority’s
objective of giving a good service to landlords, noted in Chapter Three. In particular it is recognised by
HB administration that some landlords (such as those with only one or two tenants) could be in serious
financial difficulty if claimants do not pay their rent for even a short period of time, a major consideration in
Blackpool where survey work undertaken for the evaluation suggests that around half of all landlords own
four properties or less. Certainly, some people working with claimants attribute what they see as the more
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muted opposition from landlords to the LHA in the later stages of implementation to their being mollified
by the swift suspension of payment followed by a switch of payment in cases of alleged arrears.

Those officers dealing day-to-day with the arrearsissue believe that whileitis a difficult, time-consuming and
‘high profile’ area, the arrangements putin place during the Pathfinder worked well and that the proportion
of direct payments made because of arrears reflects not the desire to give landlords (or themselves) an ‘easy
life’, but rather the nature of the caseload in Blackpool from which a greater proportion of arrears cases
might be expected to arise. The arrangements are, however, a direct result of the introduction of the LHA
and the concerns that the direct payment provisions raised among stakeholders, particularly landlords.
These concerns, and most of the arrangements put in place to allay them, are likely to continue and thus
represent additional resources that were not required under the previous HB regime.

One aspect of Blackpool's approach to dealing with arrears, involving the suspension of payment following
alleged arrears, was changed soon after the end of the Pathfinder. This followed Guidance from DWP to
all Pathfinders based on legal opinion taken by the Department. The opinion and Guidance suggest that
such suspensions of benefit could be deemed illegal, which Blackpool knew to be the case under pre-LHA
HB regulations, but which they had assumed did not apply under the Pathfinder arrangements.

In response to the Guidance, HB administration now check daily for written allegations of arrears from
landlords (or, on the very rare occasions that it happens, from tenants) and immediately write to the landlord
requesting evidence where none has been provided with the original letter. They also write to tenants
asking them to confirm or deny the allegation. Both parties are informed that they have seven days to reply,
although in practice 10-12 days are usually allowed. The evidence required from landlords is as before (i.e.,
normally a copy of the rent book or rent account).

If no evidence is forthcoming, or there is no response from the landlord, payment to the claimant continues.
If evidence is forthcoming and the tenant does not confirm, deny or respond to the letter, payment will be
switched. If evidence is forthcoming but the tenant disputes the allegation, this constitutes a ‘landlord-
tenant dispute’ and, as before, payment will be suspended until the parties resolve this. This is very rare,
however, and there are only ‘a couple’ of such cases at present.

Under the new arrangement, however, payments are not suspended during the investigation of the alleged
arrears. Now, if a payment becomes due during the period that the case is being investigated or while
evidence or responses are awaited, HB will make the payment in full as a ‘special payment’ in the form of
a cheque in the landlord’s name sent to the tenant’s address, mirroring the arrangements for large first
payments.

HB managers argue that this new approach continues to prevent significant arrears arising in cases about
which they are informed, while keeping within the law and avoiding the difficulties that suspensions can
cause for landlords and tenants.
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Dealing with vulnerability

Table 6.1 indicates that in about 40 percent of cases where a decision has been made to pay the landlord
rather than the claimant, the reasons have been on grounds other than arrears — that is, because the
claimant has been deemed vulnerable, although problems with arrears in some instances may have first
brought the case to light.

Vulnerability decisions require a manual decision and the clear exercise of discretion, unlike many of the
more mechanised aspects of HB processing. The officers involved in this area argue that determining
vulnerability is more problematic than decision making in respect of alleged arrears — ‘It's more difficult
than just looking at a rent account or rent book’, as one officer put it —even though as the previous section
has indicated HB administration are using discretion to switch or suspend direct payment on the grounds
of arrears before the regulations would necessarily require it.

Those involved in this area argue that the links set up with departments, groups and agencies dealing with
individual financial problems, drug and alcohol abuse, mental health and homelessness issues have worked
extremely well and to the great benefit of both claimants and their landlords. They have also helped to ease
the burden of discretionary decision making for HB officers who, recall, had some concern at the outset of
the LHA regime that handling these sorts of issues was not really the job of HB staff. Recommendations for
making payments to landlords that are received from these organisations are almost invariably accepted,
although evidence, within the constraints of client confidentiality, is required to support them.

Requests for vulnerable status are also received from claimants themselves and from landlords on their
tenants’ behalf. The impression is that fewer such requests are now received, perhaps because landlords
in particular believe it to be easier to secure payment through the arrears provisions. It may also be the
case that fewer claimants than during the early stages of LHA implementation are now finding it difficult
to open bank accounts and, thus, fewer are claiming vulnerability on these grounds.

Where no evidence for vulnerability is provided with the original request, as was often the case during the
early months of implementation, a letter requesting this is sent to the landlord/tenant. Frequently, where
the original request is from the landlord, no further information is received. If there is no response from the
tenant, however, care has to be exercised since this may in itself be an indication of vulnerability. Further,
providing evidence in the form of, for example, a letter from a GP can be problematic for claimants where
the doctor is reluctant to do so or may charge, or when difficulties in opening a bank account are alleged
and banks refuse to provide a letter indicating that an account cannot be opened.

In these situations the case history of the tenant is examined to see if, for example, they are in receipt of
a DHP, are receiving other benefits (for example on disability or medical grounds) or whether they have a
history of arrears. If the case for vulnerability status is still unclear then the Verification Visits (Interventions)
Team is asked to visit, as noted in Chapter Four, although this has proved necessary only in about one case
per month, perhaps indicating that the administrative procedures in this area are working well.
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In cases where vulnerable status is granted, the period after which the payment of the award to the landlord
is to be reviewed is determined at the same time. During the Pathfinder, these review periods were normally
for six to twelve months, but occasionally longer. For example, a six month review period was set for the
absence of a bank account, twelve months where a GP letter had been provided and two to three years
where serious mental health or drug/alcohol problems were indicated. Vulnerability status is occasionally
granted permanently (i.e. will not normally require review) where, for example, a very elderly person has
no bank account or where mental health or addiction problems are particularly serious. It was observed,
however, that no mental health or support group professional actually likes to request permanent vulnerable
status since this implies that their efforts to assist their client are likely to be in vain.

Over the last eighteen months of the Pathfinder, about 100-130 reviews per month were flagged up on
the system, although about one third of these cases were found not to be ‘active’ when the review took
place. This is because the claimant had either moved out of the area, had come off benefit or was no
longer claiming under the LHA — i.e., they were now living in a non-LHA property such as a hostel or bed
and breakfast.

The process of reviewing vulnerability is time consuming — in the view of the officer responsible, reviews
‘take longer than the original decision’. Itinvolves first sending a letter to the party who originally requested
vulnerable status requesting “evidence to support continuing payment to the landlord’. Fourteen days are
allowed for a reply before making a phone call or sending a follow up letter. If no response to the follow
up is received then a letter is sent to the party concerned warning them that the LHA will revert to direct
payment. Where vulnerability status has been granted on the grounds of the inability to open a bank account,
the presumption is that within the (six month) period the claimant should have been able to arrange some
means of receiving payment and payment is normally switched back to the claimant at that stage.

However, where there is no response to the request for evidence in cases where, particularly, drug, alcohol
or mental healthissues are involved caution has to be exercised since reverting to direct payment may cause
the claimant further problems. Thus, where evidence is not readily available or forthcoming, any change
in payment arrangements is usually delayed while further encouragement is given for that evidence to be
provided. This resource intensive and lengthy review process helps to explain why, during the later months
of the Pathfinder, about one quarter of those cases due for review at any one time were still waiting to be
followed up. It also explains why, after the Pathfinder period, the HB Service were moving towards granting
vulnerability for a minimum 12 month period in most cases.

In the case of decisions and reviews concerning arrears and concerning vulnerability per se, the officer and
her colleagues involved do feel under significant pressure, particularly from landlords, to award payments
to landlords and to maintain these once awarded. It is also clear that many landlords strongly resent the
need for vulnerability reviews and the consequent need for claimants to, for example, get another GP
letter for review purposes after one had been obtained originally. In general, there is little doubt that the
arrangements are working well — there have been no appeals against vulnerability decisions to date - but
thereisequally little doubt that these arrangements, asin the case of arrears, represent a new and additional
task brought about by the introduction of the LHA.
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Arrangements for making payments under the LHA

The LHA carries with it a range of payment possibilities. As a minimum there are, clearly, three — payment
is made to the tenant, payment is made to the landlord or the payment is split between the landlord and
tenant. However, the way in which paymentis made can be changed, as the result of a ‘successful’ arrears or
vulnerability claim, for example, and is thus subject to review. These arrangements are in addition to the on-
going concern, present under the previous HB regime, to avoid administrative errors in the determination of
the entitlement, which can lead to subsequent problems in reclaiming overpayments from the recipients.

The crucial role of to whom and for how long the LHA should be paid, and confirming that the amount
to be paid, as calculated by the Determinations Team, is correct, comes within the remit of the Payments
Team. As discussed in the previous two sections, officers responsible for arrears and vulnerability decisions
are also part of this Team. Hence, the tasks of the Payments Team include:

e Examining and reviewing cases of alleged arrears

e Determining and reviewing vulnerability requests

e Authorising HB payments

e Verifying and confirming the appropriateness of any split payments
e Checking claims for errors (in the course of Quality Assurance)

e Incorporating any changes in the benefit calculation arising from information received post-
processing

* Arranging a switch of payment from tenant to landlord (or vice versa), including halting and suspending
payment

e Double checking the accuracy of large payments and ensuring that they are made out to the correct
party
e Double checking that the first and last payment under a tenancy is paid to the correct party.

The last two of these tasks reflect Blackpool’s decision, under the discretion that the regulations allow, to
introduce procedures regarding payment with the intention of mitigating the potential problems of arrears
and non-payment which could arise from, for example, particularly large awards resulting from processing
delays being paid direct to tenants. For example, in the early stages of implementation, one landlord gave
an example of a long standing tenant who had received a first LHA cheque for £600 and had spent it on
things other than the rent.

Hence, first large payments are paid by a cheque in the landlord’s name that is sent to the tenant's address.
This reflects the requirement of the LHA regime to pay the claimant (in normal circumstances), since the
claimant must then pass the cheque to the landlord in the same way as they would have to get their rent
to the landlord if the payment was in their name, while avoiding the problems that might occur if a large
sum was paid direct to the claimant while they are already ‘technically’ in arrears.
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Over time, the level of payment that is regarded as large enough to be dealt with in this way has been
progressively reduced. Initially, any first payment over £500 went to the landlord: this was then changed to
first payments equivalent to more than six weeks rent. Finally, this was amended to any first payment that
constituted more than two weeks rent. The final payments under a tenancy are also paid to the landlord,
but at the landlord’s address, to avoid tenants potentially leaving their tenancy with their LHA cheque
without making their final rent payment. There is concern that if making such payments, which have to
be identified by those processing the claim, were treated simply as part of normal processing, then errors
would arise — hence, the role of the Payments Team.

There was concern at the end of the Pathfinder period that errors in payments were still occurring. There
were instances of large first payments being paid in error to the tenant who had then failed to pay the
landlord and left the property. Some landlords had lost £300-£400 as a result. Human error in processing
is certainly the reason for some such payments, but another contributory reason is that it is Blackpool’s
practice to pay HB every weekday, with the appropriate amount to be paid being identified by an overnight
computer scan. Consequently it is possible for a two week payment to be determined but for the amount
paid to rise to four weeks as another payment becomes due in the period between determination and the
issuing of payment.

Sinceitis not possible for every claim to be double checked before the nightly scan the following safeguards
have been put in place by the Determinations and Payments Teams:

e Determinations Team Leaders/Senior Processors attempt to check processors’ decisions on payments
of more than two weeks in all PRS cases.

e Staff are encouraged to double check their decisions of the previous day in the light of the payments
computed by the overnight scan to make sure that the right amount for the right person has been
issued. If not, there is then time to cancel the original payment before it is issued and to arrange a
new payment.

e Asnoted, the Payments Team check all large payments and make regular random checks on payments
over a certain amount to see who is to receive the payment and why.

e Where errors that arise as a result of the actions of an individual processor, that person is expected to
deal with the individual landlord (or claimant) concerned.

The administrative difficulties that can arise were shown towards the end of the Pathfinder periods when
the Payments Team had to spend a whole day manually checking 900 payments of over £200 when a
two weekly cycle of payments to claimants coincided with the four weekly cycle of payments to landlords.
Certainly, landlords are vociferous in their complaints about what they see as continuing payment errors.

None of this should be taken to suggest that payment problems are widespread, endemic orinsurmountable.
However, it is clear that the LHA has brought with it a need to devote much more time and attention to the
payments issue. As one officer put it, the LHA ‘adds payment...issues to HB administration’.
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Managing bank accounts

While the discussion in Chapter Three has indicated that the great majority of LHA recipients have been
able to open bank accounts, or already had bank accounts prior to the introduction of the scheme, one
issue that is concerning those involved with claimants is the ability of some of their clients to manage these
accountsonce opened. In some cases, as reported by the CAB, for example, the problem particularly effects
longer term claimants who, unused to receiving payments for rent in any case, were having problems in
managing new bank accounts for rent payment purposes. In other cases, the problems stem from the
simple fact that claimants are on alow income and thus have little financial cushion to protect them should
anything go wrong with their account management.

Allthose participating in the evaluation were able to give examples of tenants experiencing difficulty where
their standing order for rent payment did not match with the actual receipt of their LHA, particularly when
this had been delayed. Thus, some clients of the Homelessness Service experience difficulties in managing
basic bank accounts where there is no overdraft facility because of this difference in the dates of their
agreed payment of rent from the account and the actual timing of the receipt of LHA. Where payment of
the LHA is suspended for any reason, it also does not appear unusual for claimants to forget to cancel or
suspend their standing orders and to be penalised financially as a result. One landlord quoted the example
of a former tenant who on leaving the tenancy had forgotten to cancel the standing order in the landlord’s
favour resulting in the landlord having to seek out the former tenant in order to repay them.

Both CAB and landlords and agents representatives pointed to cases where HB payments were ‘frozen’
in tenants’ bank accounts because of unauthorised overdrafts and bank charges resulting from standing
orders and LHA receipts not being synchronised. One landlord estimated that he had lost £3,000 in total
in arrears due to overdrafts and unanticipated bank charges incurred by tenants unable to manage their
accounts. Others have also seen their rent ‘eaten up by an overdraft’ when LHA cheques were paid in error
directly into tenants’ accounts even though it was claimed that HB administration had been informed that
previous rent payments had been missed because of overdraft problems. A landlord also claimed that a
potentially serious problem that would have affected many claimants who had their LHA paid into their
accounts was only avoided when he pointed out to the HB service that one date for the payment of the
benefit was a bank holiday, which would have resulted in all his tenants becoming overdrawn.

Some of the problems that arise in this area can be ascribed to the policies of claimants’ banks and their
action in cases where a difficulty arises which might only be short term. The CAB's report Banking Benefits
(CAB, 2006) has highlighted cases where banks have exercised their rights unilaterally to take money out
of claimants’ accounts to settle debts owed to the bank and have levied high charges for a single missed
direct debit or standing order. CAB workers in Blackpool further argued that while at least one bank
had stated that it would not charge for short term overdrafts brought about by the LHA receipt and rent
payment being ‘out of cycle’, it is unclear whether they were making other charges (for example, normal
bank charges or arrangement fees) in these circumstances. For these sorts of reasons, one large letting
agent set up third party cheque cashing arrangements and actively preferred tenants to use these rather
than their own accounts. If these arrangements had not been in place, she stated, the LHA ‘would have
been an absolute nightmare. We want to keep [the LHA] away from their accounts’.
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Itis not possible tojudge from the perspective adopted here, that of the delivery of the LHA, how widespread
these problems are —that aspect of the evaluation of the LHA concerned more directly with claimants might
throw more light on this. However, it is clearly a problem for some recipients. It might be argued that these
are short term problems which are being encountered as claimants are brought more within the financial
mainstream, a process which having and managing bank accounts reflects.

It is likely that part of the problem, however, stems from some claimants using bank accounts for LHA
purposes and Post Office Card Accounts for other benefit entitlements. Post Office Card Accounts, it will be
recalled, cannot be used for HB payments and also do not offer standing order or direct debit facilities. To
the extent that the main or only source of income that is paid into the bank account in these circumstances is
the LHA, these claimants are particularly vulnerable to delays in benefit receipt or individual errors of account
management. Given the government’s recently announced proposal to abandon the use of Post Office
Card Accounts for the purposes of benefit receipt, this situation may change in the longer term. However,
at present it can be identified as something of a problem with the operation of the LHA scheme.

The LHA and homelessness

It was observed in Chapter Five that homelessness had increased significantly in Blackpool but that the
ability of the Homelessness Service to make payment to landlords in the great majority of cases had, in
combination with the Bond Scheme, assisted officers in securing accommodation for the homeless.

It would appear that no-one, including landlords with whom the matter was discussed, ascribes the increase
in homelessness in Blackpool to landlords refusing accommodation to LHA claimants or evicting existing
tenants because they are in receipt of the LHA. However, it is important to recall that the second most
important reason for households presenting as homelessness in Blackpool is the loss of a PRS tenancy.
Figures for April 2005 to December 2005, covering the end of the Pathfinder period, indicate that of the
142 households accepted as homeless and in priority need, the main reason in 35 cases (25 percent of the
total) was the loss or ending of an AST. This is the third most frequent reason for households being accepted
as homeless. During the earlier period April 2004 to December 2004, when the LHA was in process of
being fully implemented, the loss of such a tenancy was the main reason for households being accepted
as homeless, nearly 40 percent (46 out of 116 cases) being accepted on these grounds. The Homelessness
Service ascribe the reduction in the number of households presenting and being accepted on these grounds,
at least in part, to the work of the Prevention Team (see page 60).

Officers do believe that the LHA is sometimes implicated in this in that some households who present as
homeless have received direct payment and have failed to pay some or all of their rent under their previous
tenancy. Thus, as one officer put it:

The LHA is not causing the increase in homelessness, but there are cases of households becoming ’
intentionally homeless’ [under the legislation] because they have received the LHA.’

This is meant in the sense that had such households not received direct payment they would not have had
the opportunity to run up arrears, at least not to the same extent. It is recognised by those in the field that
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many households who presentas homeless as result of arrears accrued under the LHA have also broken other
tenancy conditions or indulged in ASB. Others have had difficulty in managing bank accounts, as noted in
the previous section. Further, as homelessness officers pointed out, under previous HB arrangements, some
households would agree to have their entitlement paid to their landlord in order to secure the tenancy but
would then ‘surreptitiously’ cancel the payment agreement, receive HB direct and accrue arrears. It may also
be the case that landlords who wish to get rid of tenants may allow arrears to build up — and not quickly
inform HB administration of the fact — because it is easier to evict on these grounds than on the grounds
of a breach of some other tenancy conditions.

Nevertheless, one recent case dealt with by the Service indicates the difficulties that can arise for some
households under the LHA's direct payment requirement. This involved a single mother with six children
who received direct payment but ran up arrears. The landlord wished to evict the family but the Prevention
Team secured an agreement from the tenant that she would pay £5 per week off the arrears in return for
keeping the tenancy and the landlord receiving her LHA. Although payment was switched to the landlord, the
tenant failed to make the arrears payments, was evicted and presented as homeless. She was subsequently
assessed as intentionally homeless under the legislation.

Bearing in mind that, as a homelessness officer observed, ‘We only see people who have trouble sustaining
their tenancies’, there were some concerns that the presumption of direct payment under the LHA
regulations could prove to be problematic over time. As she went on to say, ‘People who are homeless
aren’t taking control of their lives now, and the LHA hasn’t improved that'. As a result her view was that
from her perspective of work with the homeless, on balance, ‘if the LHA was abandoned, we wouldn’t
necessarily miss it’.
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Chapter 7: Does the LHA carry substantial administrative
advantages? An evaluation

This Chapter draws on the foregoing discussion of the impacts of the LHA in an attempt to provide answers
to the key questions which the evaluation of the administrative impacts of the scheme is intended to
address before coming to a conclusion as to whether, on balance, the LHA does carry with it substantial
administrative advantages.

The remainder of this Chapter addresses the following evaluation questions:

i. Which, if any, aspects of the new regulations have had the greatest impact on the way in which the
benefit is administered in terms of key areas such as the speed of claim processing, the detection of
fraud and the incidence of overpayment?

The LHA appears to have had a positive effect on a number of aspects of benefit administrationin Blackpool.
Claim processing is argued to be easier, not so much because there is no need to await RO determinations
or PTDs, but rather because there is no need to process such determinations, fewer cases require interim
payments, in most cases proof of rent is not required, and the mechanics of calculating entitlement are easier.
Further, the average time taken to process a new LHA claim has fallen from 32 to 18 days since the new
regime has been introduced, although this may be due atleast in part to other changes in the administration
of benefit brought about by the ending of automatic reviews and the expansion of the definition of a
change in circumstances for administrative purposes. More generally, one of the main advantages of the
new regime is the known and fixed LHA rates with consequent wider implications for claimant and landlord
decision making, and which greatly facilitate the provision of advice and information.

Some administrative functions are largely unaffected by the LHA. For example, there has been little or no
noticeable increase in fraud under the new regime, no increase in the number of appeals and a slight fall
in the number of requests for DHPs, although the grounds on which the last of these are claimed appear
to have changed somewhat. The process of gathering and verifying the evidence necessary for the means
test s still necessary and continues much as before. The total value of overpayments may be showing some
signs of increasing in aggregate because the LHA rates are in many cases higher than claimants’ previous
entitlements, and they are more difficult and slower to reclaim from tenants. However, there is little evidence
that the number of overpayment cases are increasing.

Undoubtedly, some areas of HB administration are more difficult under the LHA. These include the need
to make decisions, and to review decisions, about the appropriateness of direct payment where arrears
and issues of claimant vulnerability arise, and the much greater attention that has to be paid to matters
concerning to whom, when and where payments are made. Local protocols concerning how and at what
stage alleged arrears are dealt with and the way in which large payments are made add to the complexity of
these functions. Decision making in respect of arrears, vulnerability and payments are all new requirements
and are both resource intensive and time consuming.
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ii. Is the LHA in practice essentially equitable (fairer) as a way of delivering assistance with housing
costs?

It is not clear that the question of whether the LHA is fairer in practice than the previous HB scheme is
fundamentally an administrative concern. However, it can be argued that the new regime is fairer in the
sense that entitlements are independent of the rent of the property chosen and are not solely dependent
on individual RO decisions. Thus, otherwise identical households receive the same financial support
through the scheme irrespective of the property that they choose to occupy. A notable exception to this is
the treatment of claimants under 25 years, which is argued to be no fairer — or as inequitable — as under
previous HB regulations. The LHA rates in Blackpool appear to be fair in the sense that, shared room rates
aside, there are few if any complaints about the level at which they have been set.

Further, in contrast to some other Pathfinders, where average financial gains for claimants under the LHA
are quite marked, and have been found to be spectacular in some individual cases in specific circumstances,
in Blackpool the excesses on average are quite modest and, indeed, are less, on average, than the shortfalls
faced by claimants. More claimants continue to face shortfalls than are in receipt of excesses. Thus, the
view that the LHA is unfair because it gives very large gains to some claimants at the taxpayer’s expense is
not widely held among those involved with HB delivery.

There is also significant support among the participants in Blackpool for the principle of direct payment as
a fairer means of delivering benefit in the case of the great majority of claimants. While there are concerns
about the ability of a minority of claimants to open bank accounts, and about the ability of a greater number
tomanage their accounts once opened, many would agree with the government’s view that direct payment
gives claimants responsibility for managing their financial affairs. It could in the longer run possibly also
enhance their bargaining power in the rental market, although there seems little sign of this in Blackpool
at present. The basic principle that the LHA is the claimant’s entitlement and therefore should (normally)
be paid to them is seen as fair by the majority of participants in this evaluation. As one person put it:

‘There is no reason to assume that the majority of people on benefits are any more or less likely to pay their
rent than people in work. Why, therefore, treat the majority any differently and pay the landlord?’

The fairness of the scheme in this respect has been enhanced by setting up appropriate administrative
processes that protect those claimants (and their landlords) for whom direct payment is inappropriate.
Judging when direct payment should be made inevitably involves discretion on the part of decision makers
and the question is then whether this discretion is itself employed in a fair way. Officers making these
decisions are inevitably caught between some claimants and their supporters who will press for direct
payment, in line with the spirit of the LHA scheme, and landlords who, in the main, would prefer to receive
the payment themselves, as before.

Itis clear that there have been cases where direct payment has been made in what transpired subsequently
to be inappropriate circumstances, and there are claims that some payments are being made to landlords
when they should not be so made. At the end of the Pathfinder period just under 20 percent of LHA
payments were being made to landlords in Blackpool, a greater proportion than in most other Pathfinders.
This might be taken to indicate that arrangements favour landlords more than claimants and it is clear that
landlords are vocal in their call for payments to be made to them.
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However, as was discussed in Chapter Three, a relatively high proportion of payments to landlords is to
be expected, given the nature of the HB caseload in the area, which is argued to generate more problems
relating to vulnerability and/or arrears than in some other Pathfinders. Hence, the quite extensive procedures
and protocols that have been put in place to deal with these issues. It could therefore be argued that a
key indicator of the fairness, in general, of these arrangements is that there have been no appeals against
vulnerability and arrears decisions made by HB administration, and the time, effort and resources devoted
to these decisions indicate the seriousness with which these cases are treated. It is possible to conclude in
this respect then that the process for determining in individual cases whether or not payments should be
made to claimants is a fair one.

iii. Will it be possible to replicate practices relating to the setting of the LHA across all types of market?

This question relates to RO practices, which appear to be very similar across the Pathfinders. Before the
introduction of the LHA, the RO Service considered the suitability and adequacy for BRMA purposes of
the locality definition that incorporated Blackpool. After extensive analysis of the local market, the Service
concluded that the BRMA to be defined should be the same as the locality. Ensuring that the BRMA so
defined was appropriate and defensible in case of challenge is regarded by ROs as the key to the successful
implementation and operation of the process for determining the LHA rates. Thus, in the case of replicable
practices, one good practice message is that it is imperative to pay due attention to the BRMA from the
outset.

Another point of practice for other market contexts is how ROs in Blackpool responded to the need for
additional information in order to set the LHA. The absence of determination requests, and the information
they contain, and the lower levels of contact with landlords and claimants under the new scheme means
that ROs must find other ways of maintaining and cleaning their database.

In Blackpool this has involved collecting additional information from Post Office and newsagents’ notice
boards, from the Internet and from letting agents throughout the BRMA who could confirm whether or
not individual properties were let to an HB/LHA claimant. The addresses of HB/LHA claimants in Blackpool
were also accessed in order to remove those properties from the database. The result is a set of information
which the ROs are confident provides a sound basis for setting the LHA, even though information on
one room and shared properties, particularly in the central area of Blackpool which is ‘dominated’ by HB
claimants, still proves difficult to collect.

Hence, in the key areas of BRMA definition and the collection of (additional) market evidence, it is likely
that the RO practices in respect of Blackpool could be replicated elsewhere.

iv. Has the hoped-for transparency with regard to LHA administration been achieved, and have any
administrative consequences that were unforeseen come to light during the evaluation period?

In terms of transparency, as indicated above and throughout this report, the publicised LHA rates remove
for all stakeholders that element of uncertainty concerning the rental element of HB which existed under
previous arrangements. This has added greatly to the transparency of the system.
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Giventhe changein arrangements and regulations under the LHA, extensive publicity about the new scheme,
along side significant liaison with landlords and claimant support and advice groups, were necessary to
inform these stakeholders about the new scheme. Inevitably, there was still confusion as to the operation
and implications of the LHA in the early months of implementation. Further, there is no evidence that the
LHA regime itself has removed some of the uncertainties about how final payments are calculated under
the means test requirements — indeed, since these are still applied, the scheme would not be expected to
increase transparency in this respect.

Nevertheless, over the two year evaluation period it has become clear that the LHA has significant advantages
in terms of transparency compared with the previously more opaque mechanisms for determining HB
entitlement. For example, the possibility of payment to landlords in the case of vulnerability or arrears is
well known, and indeed has been seized upon by some stakeholders, notably landlords.

The major unforeseen consequences, although subsequently coped with by HB administration, include
the problems encountered by some claimants in opening and managing bank accounts, and the resource
implications of determining and reviewing vulnerability and arrears claims. There is no doubt that the
scale of effort required in these areas, while allowed for in organisational terms, exceeded expectations.
The knock on effects of work in respect of vulnerability and arrears, and the potential problems of paying
large sums direct to claimants, led to the introduction and revision of a number of procedures concerned
with making payments. The need for particular vigilance in respect of the ‘destination’ of payments while,
again, identified at the inception of the LHA, was understandably not fully appreciated until the scheme
began to be implemented.

Overall, does the LHA carry substantial administrative
advantages?

In considering the answer to this question, it is necessary to consider what constitutes a ‘substantial’
administrative advantage and how this might be judged. It is clear from the above and from the main
body of this report that the LHA will bring resource savings in respect of the RO Service, has increased the
clarity of entitlement which has benefited claimants and those who advise and assist them, and may have
contributed to, for example, somewhat easier and swifter claim processing. On the other hand, new and
time consuming procedures concerning vulnerability, arrears and payments have had to be introduced,
and some difficulties with all of these are still being encountered.

On balance the net effect administratively of the LHA in Blackpool in the longer run, i.e., ignoring set up
costs and some specificimplementation difficulties, is probably positive, butitis unlikely that this constitutes
a‘'substantial’ advantage to HB administration and delivery. Certainly the LHA is now ‘mainstreamed’ within
the HB Rent Services, and while, as noted, there are likely to be resource savings in the Rent Service as a
result, ‘LHA is certainly not a way of saving on HB administration’, as one Benefit officer put it.

The second consideration is that, though they are veryimportant, administrative advantages or disadvantages
aresimply one elementin judging the net benefits generated by the LHA scheme. No individual involved in the
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administration of the LHA in Blackpool who took part in this evaluation argued that, from an administrative
perspective, the new regime carried substantial disadvantages compared to the previous HB scheme.
However, evenif they had done so, it would still be possible to argue that the LHA was beneficial when viewed
more widely. Clearly, tax payers want welfare entitlements to be assessed accurately, delivered efficiently
and, more generally, administered at minimum cost. However, even if it could be demonstrated that the
administration of the LHA was more resource intensive and costly than under the previous arrangements
it might still be the case that tax payers and their representatives would elect to bear these additional costs
in order to realise the benefits that the scheme brings to claimants and other stakeholders.

The point here, then, is to recall that the Evaluation Programme for the LHA incorporates a very wide
assessment of the net benefits of the scheme, including an assessment of the impact of the LHA on
claimants, landlords and the private rented market. Thus, the case for the LHA does not stand or fall solely
by its effects on HB administration.
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