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Which policy reform? 

 

Winter fuel allowance (WFA) is an annual payment made to UK 

households containing at least one person aged over female state 

pension age, with a supplement paid for the presence of anyone aged 

over 80 

 

In 2015, the yearly amount per household is £200 which increases to 

£300 for a household with anyone aged over 80. The payment is not 

taxable and not means-tested. 

 

Policy reform: substitute the universal WFA in Scotland in 2015 with a 

means-tested one and analyse the outcomes  
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Context 

Following the Smith Commission’s report in November 2014, the UK 

Government published draft legislation in January 2015 to deliver more 
powers to the Scottish Parliament, including: 

 

• ‘.. power to set the rates of Income Tax and the thresholds at 

which these are paid for the non-savings and non-dividend 

income of Scottish taxpayers...‘ 

 

• ‘.. power to vary the housing cost elements of Universal Credit...‘ 

 

• ‘.. complete autonomy in determining the structure and value of 

[..] Winter Fuel Payment’ 
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Proposed reform 

 

 

The reform is structured in two phases: 

 

• First, means-test the WFA restricting access to families receiving 

Pension Credit (PC), which is the means-tested benefit for people 

over pension age 

 

• Second, increase the WFA amount by £392 per year, making the 

reform revenue neutral  
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Implementing a policy reform 

in EUROMOD 
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EUROMOD user interface (UI) 

• Stand-alone piece of software - Windows OS 

 

• Mostly point and click but some hot keys are available (standard and 

specific) 

 

• Key features: 

– ribbon bar with tabs 

– context menus 

– IntelliSense (suggestion of parameter values) 

– drag and drop 

– bookmarks and comments 

– built-in help 
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EUROMOD UI starting page 

 



Ribbon bar 

 

Country files can be 
accessed by clicking on 

the corresponding flag on 
the tab Countries 



Working environment 

Open 
country 

Policy 
system 

Comments 

Policies 



Built-in help 



 

 
 

Phase 1: Means-test WFA 

restricting access to families 

receiving Pension Credit in 

Scotland  
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Create a new policy system based on UK_2015 – we can call it SCT_2015_refWFA 

Select existing 
system on which to 

base your 
simulation for the 

reform Save UK_2015 as 
Scotland 
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Switch-off and copy boaht_uk in SCT_2015_refWFA … 

Switch policies 
ON/OFF here  

Open the policy 
context menu 
and select the 

menu item Copy 
Policy 

WFA is 
calculated by 

policy 
boaht_uk 



... and paste it after Pension Credit calculation 
in bsadi_uk  

Condition 
eligibility set 
to receiving 

Pension Credit 

Link benefit 
calculation to eligibility 

condition specifying 
“who_must_be_elig” 



 

 
 

Results 
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Change in net income by income decile 
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from reduced benefits 
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Change means-tested benefits take-up 
assumption from full to partial take-up  

Switch ON 
“Benefit take-

up 
adjustment” 



However taking into account partial take-up 
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Create a new policy system SCT_2015_refWFA…1 

Increase the 
WFA amount by 

£392 



Change in net income by income decile  
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Change in net income by income decile  

-1
0

1

%
 c

h
a

n
g

e

1 2 3 4 5 6 7 8 9 10 All
Income decile group

NICs Income Tax Net Council Tax

State Pensions Non Means-tested bens. Means-tested bens.

Net change

WFA  is means-tested and increased (by £392), 

Assuming partial take-up 
Non take-up 

affects mostly 
the bottom of 

the distribution .. 

.. resulting in 
losses mainly for 

the poorer 

… but not revenue neutral when 
taking into account non take-up: 

some hh lose from the reform 
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Thank you! 

 
www.euromod.ac.uk 

euromod@essex.ac.uk 

 

 

http://www.euromod.ac.uk/
mailto:euromod@essex.ac.uk

