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Non-technical summary

Attendance Allowance (AA) and the care componemishbility Living Allowance (DLAC)
are paid to nearly four million elderly or disableelople who need help in their daily lives, at
a cost of £9 billion per year.

It is widely agreed that more should be spent miescare for older people. The 2006
Wanless review of social care suggested that ttisadility benefits paid by the social
security system should be curtailed, releasinguess that could used to pay for social care
services. Diverting funds from AA/DLAC to socialresbudgets is only one possible way to
finance an increase in social care spending -stheeiaddressed here is not whether more
should be spent on care, but whether less shoudghdaat on disability benefits as part of the
same package.

There has been very little research into the impa&A/DLAc. This paper uses the Family
Resources Survey to assess the needs and resoldisgbled people. There is a strong
tendency for people reporting several kinds of impant to be receiving disability benefits;
but some people seem to be getting benefit evargththey report no impairments.
Although AA and DLAc are awarded on the basis eftieed for care, a high proportion of
claimants seem not to be receiving any care, ahdaoguarter even of those living on their
own are cared for by any paid workers. Either AA &1LAc are better at reaching disabled
people than social services, or a large propodiatisability benefit payments are going to
people who are getting by either with no care, ith Wwelp from their families.

Half of all AA/DLACc recipients also claim means-ted benefits. Four out of ten would be
below the DWP’s indicative poverty line of 60% oédian income if their disability benefits
were not available. AA and DLAc provide quite sigrant increases in money income to
those receiving them. But the benefits were expyraestended by the governments which
introduced them to contribute to the extra cosivirig faced by disabled people, including,
but not confined to, the direct costs of care-s@mwi It is difficult to measure these extra
costs, but disabled people receiving disabilitydsiem experience almost as much material
deprivation as non-disabled people not receivirganefits.

A transfer of resources from social security bereb the social services system cannot be

evaluated in detail, because the social serviceesyis likely to change too. But the switch

would tend to:

x deliver more care to a small number of very disalpleople, and less cash to a large
number of moderately disabled people;

X reduce resources delivered to disabled people \akie & partner or other family member
to care for them;

X involve rather more means-testing;

X make resource allocation decisions more sensiivedividual circumstances, but less
available to be claimed as of right;

X subject the amount of public money available tablisd people to tight budgetary
control, rather than allow it to float with the nbar of people in need,;

X reduce rather than increase disabled people’syatnlispend the money as they choose,
and their sense of independence.
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Abstract

Attendance Allowance and the care component ofllisaLiving Allowance are paid to
nearly four million elderly or disabled people wheed to help in their daily lives. In the
course of recent debate about financing the growdegpand for social care services, the
Wanless report (2006) suggested that these digabiinefits paid by the social security
system should be curtailed, releasing resourcescinad used by social workers to pay
directly for care. This paper uses some new fimgliagout the needs and resources of
disabled claimants to comment on that proposabnisiders six issues of principle about the
balance between cash and care in the delivery st to disabled people. A decision to
change policy would need to take account of théscmsthe losers, as well as of the benefits
to the gainers.
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Aims

The attendance allowance (AA) is paid to 1.5 nmllielderly people who need help
throughout the day, during the night, or both. Taee component of the disability living
allowance (DLACc) is paid to another 2.3 million (stly) non-elderly disabled people who
meet the same conditions, or who need help for glathe day, or cannot cook a meal.
Together, these benefits cost £9.2 billion a yédere, and elsewhere in the main text of the
paper, we have glossed over many details of thesglex schemes. Some more precise
information is provided separately at the end & gaper; readers who are unclear about the
rules should start with that description.)

This paper discusses the impact of the attendaifmeamce and of the care component of
disability living allowance (collectively known asA/DLAc) on the resources of disabled
adults. Since the need for care is the main coiteentitling people to claim, one important
guestion is whether they receive (enough) care.\Whaless (2006) review of care needs (of
elderly people) argued that the AA might not be ltlest vehicle both to provide support in
meeting care costs and also compensate peoplettier oeeds-related expenditures. It
recommended integrating support for care costs fAgininto the care system to improve
targeting of resources. The pre-Budget report dbler 2007 suggested that the government
was actively considering the same set of issuedifabled people of all ages.

The Wanless (2006) recommendation was in the corikxhe review’s conclusion that
“more should be spent on social care for older [Band that the system of financing care
should have less means testing. Diverting funds #f®\/DLAc to social care budgets is only
one possible way to finance an increase in soei@ spending — the issue addressed here is
not whether more should be spent on care, but whe#iss should be spent on disability
benefits as part of the same package. A full evamnaf such a shift would need to consider
other possible ways to fund increased social cpending. So we do not aim to reach
conclusions on policy options. Rather we hope whiight issues that will need further
research and debate before conclusions can beegkach

The provision of personal assistance to disableglpas an important issue but not the only
one. Disabled people, especially those of workigg, dypically have lower incomes than

non-disabled people. And disabled people of anyfage additional costs of living that leave
them and their families worse off than non-disaljpedple with similar incomes. Both the

AA and the DLA were originally intended to contribuo these extra costset specifically

to pay for care. Sir Keith Joseph, for examplapticed the allowances as follows:

It was never suggested that £4 a week providednfdine Bill would be enough to
provide professional help ... It would be a valuaddiglitional cash resource for the
long haul of chronic severe disability for houseatsolvhich had to bear the financial
burden (Hansard 1970)

Similarly, the white paper introducing DLA was aquixplicit that the objective was “better
coverage of assistance with the extra costs ofjodisabled” (DSS 1990).

It is not clear from these statements whether tle@t@a costs were meant to include (without
being restricted to) the costs of paid-for career€hhas never been any suggestion that
disabled people were not allowed to spend theirefikeon private domestic or personal

services. But after the 1988 Griffiths report tleswamption that people should pay towards



care from local authorities became much strongefdiBin and Lunt 1996). Since then local
authorities have tended to take AA/DLAc into acdoumassessing charges for home care
(while allowing for other disability related cost§o the costs of state-provided care are now
seen as a legitimate call on AA/DLACc.

Of course it will be open to policy makers in 20@82009 to change the priorities, putting
more or less emphasis on the provision of careel@ion to meeting additional costs. But
both sets of consideration have to be taken intmwat in an analysis of the roles of these
benefits, to assess the potential drawbacks, dsas/é¢he potential advantages, of a change in
provision.

Central to the debate are the relative merits @fsh¢ and “care”. AA/DLAc provides
disabled people with regular cash, which they gaend however they wish. Historically,
local authorities have addressed disabled peopégsds through the delivery of care services.
The growing use of direct payments and recent @mtdtemes for individual budgets are
intended to give clients of social services muchrearmontrol and flexibility over how their
needs are met. The way money channelled througth éathorities is used to meet the needs
of disabled people is therefore in the processhahge, a point to which we return.

The supply of care has been described as a “migedoeny”. Disabled people are helped in
various ways by their families, by friends and mbigurs, by NHS and local authority
employees, and by paid carers. Some receive helpein own homes, while others live in
specialist care or nursing homes. Direct and imtlicests of care are met in various ways by
the disabled people themselves, by the carers #ieessor by public bodies. Disabled
people and their families face other additionatgoas well as the costs of care.

Sir Keith Joseph’s comment on the amount of bemefielation to the cost of “professional
help” is worth emphasising. The criterion for tlop rates of AA/DLAc specifies the need for
help throughout the day and supervision during ritght. It would cost £840 a week to
support 168 hours of assistance, at the minimunmevasd@bout £5 per hour. The Independent
Living Fund, which tops up the care resources abéel to severely disabled people in the
community, pays an average of more than £300 pekwa addition to AA/DLAc, and at
least £200 worth of funding or services directlp\pded by the local authority (ILF 2007,
see also Henwood and Hudson 2007). So £65 (theatepof AA/DLAC) could not meet the
costs of the care implied by the eligibility critan.

This mixed economy (that is, the overall combinatal benefits and care services) can be

compared with potential alternative policies imterof five main criteria:

» Are the policies well targeted on disabled peopleqd especially on severely disabled
people who are likely to have the highest levedubport needs and/or highest disability-
related costs?

* Are they well targeted on people and families Miitited incomes?

* Do they help to promote, or at least not discouragsupply of care appropriate to
people’s needs?

* Do they compensate disabled people for other amtditicosts of living?

* Are the processes of assessment and allocationistemts with objectives such as
consistency, independence, dignity, freedom ofahand so on?

There has been astonishingly little research ihto impact of AA/DLAc, considering the
importance of these benefits both for public exeind, and for the resources available to



disabled peoplé.The two surveys commissioned by the Departmentork & Pensions
(Sainsbury et al 1995, Hawkins et al 2007) wereenomncerned with the process of claiming
than with what difference the benefits made tolitres of recipients and their familiésThe
first half of this paper draws extensively on sonev analysis of the Family Resources
Survey. The FRS is the only large-scale survey ¢oimdp data on social security benefits,
household incomes, disability and sources of caralf age groupdBut it should be noted
that many of these FRS questions have hardly bealysed, and may be subject to as yet
unidentified measurement problefhs.

The FRS covers a sample of people in private hamldshand so provides no information
about the needs or resources of people in care hidvheny of these receive AA/DLAc (if
they are not funded by the NHS or their local atitifp One of the main strategic objectives
for the reform of care policy is to enable futuengrations of elderly and disabled people to
remain in the community rather than enter care onifeso, any transfer of resources
associated with reform is likely to be away fromopke who would have lived in the
community anyway, towards people who would othesviave been in care homes. The FRS
covers the likely losers in such a transfer, rathan the likely gainers.

The next two sections of this paper use the FR8escribe and assess the position of
AA/DLAc claimants with respect to disability, and tnhcome and living standards. The

following two sections comment on reform optionsgusing first on resource allocations,

and second on some procedural differences betwisability benefits and social services.

The final section compares the advantages andishdwhntages of reform proposals.

Impairment and the need for care

Of course the FRS does not provide anywhere neiaruab detailed information on people’s
impairments as is required to assess their elitylddr disability benefits. Nevertheless, there
is a strong correlation between impairments repoiriehe survey and receipt of AA/DLAC.
Less than 1% of people who said they had no immaitsmsaid they were receiving the
benefit; nearly three-quarters of those with sesemore difficulties were receiving it. But
the same figures the other way round show that @symnas 6% of benefit recipients in the
survey reported no impairment. The survey provatésa facie evidence that the entitlement
conditions or adjudication procedures might betggkd up (but see footnote 3).

The proportion of people saying that they had helh daily activities, and the number of
hours of help received, also varied by the numiper ature of people’s impairments in a
very similar way.

But the direct overlap between benefit and cameotsas great as might be expected. Only
61% of adults receiving care are getting eithetheke benefits. Only 54% of adults getting

! Since the current paper was originally publishied, DWP has taken preliminary steps towards a ey f
the impact of disability benefits (Berthoud 2009)

2 But for small-sample studies of AA/DLA claimantsvarious age-groups, see Baldwin (1985), Craaj et
2003), Horton and Berthoud 1990 and Preston 2005

% Our analysis does not cover the small but imporamber of disabled children.

* We will show, for example, that some FRS respotaisay they are receiving AA/DLAc but report no ltrea
problems or impairments. On the face of it, they r@ceiving benefits to which they should not bitled. But
the possibility that either the benefits or theltieproblems have not been recorded accuratelychbe
allowed for. It is known that some survey responsieeport benefits they do not actually receiveilevbthers
fail to report benefits that they do receive.



care-related benefits report receiving any careeséhfindings indicate either that the FRS
guestions on care received are under-reportinthaira significant proportion of AA/DLAc
recipients whoseneed for care has been recognised by benefit decisiokersaare not
actuallyreceivingthe care they need.

It is useful to analyse the FRS in terms of thremnmnsources of help for disabled people
living in their own homes — collectively referrenlds “care”.

» Help provided by other members of the househoidgiwith the disabled persohialf of
disabled people receiving AA/DLAc live with a pagtn Another one in eight live with
someone other than a partner, commonly a parerdn@moung disabled people) or son
or daughter (among older disabled people). Co-easithmily members provide a ready
supply of help, which for the most part is not p&d directly by its recipient. AA or
DLA money is commonly just added into the houselmldget (Hawkins et al 2007) and
this relieves the financial strain on the careweal as on the disabled person.

* Help provided by friends and relatives who do ne¢ with the disabled persoiNon-
resident informal carers are obviously more impdrt® disabled people who live on
their own. They are about evenly distributed betwesatives and friends or neighbours.
It is not uncommon for the disabled person to pasreheir AA or DLA benefit direct to
such carers, not as payment for services in theesefh a market transaction but in
acknowledgement of a sense of obligation (Hortah Barthoud 1990)

» Help provided by paid workergormal help recorded in the FRS includes cargigeal
by local authority social services departments,nbyses, by voluntary or commercial
agencies and by assistants working directly fordisabled person. Such care is clearly
especially important to those who live alone, ban also be designed to support family
carers. The characteristic of these services isttieaworker is paid. AA/DLA money
often contributes directly or indirectly, but woutdrely be enough to meet the whole
cost.

Help provided by the family (or friends and neighls) is easily the largest source of care
for elderly and disabled people. It is commonlyereéd to as “informal”, and is free in the

sense that no money changes hands — althoughishplenty of evidence that much of the

cost is borne by the carers themselves in termigsbfearnings (Arksey et al 2005). But it is

the provision and resourcing of the third type efph by paid workers, that is the focus of
recent policy debates. How well does it meet thedrfer care, and how does it compare with
AA/DLAc at targeting resources on need?

Table 1 shows that, of course, all the within-hdwde help available to severely impaired
adults goes to those who live with another aduteugh even so, only half of them report
receiving it. These co-resident disabled people egones report help from relatives or
friends outside the household, or from paid workasswell as, or instead of, within-
household help. These external sources are obyigusich more important to disabled
people living alone.

Nevertheless, only about a third of severely disdlibne people report each of these external
sources of help. And they clearly fail to make op the lack of within-household care —
those living alone typically receive only about @ager of the total help available to those

® The Wanless review’s analysis of the English Lardjnal Study of Ageing reported that 29% of AA
recipients were receiving no care (Wanless 2006¢. dquivalent figure for over-65s in the FRS wa%37



living with family. In each case, AA/DLAc recipientget more care, but it is not clear
whether this is because they need more, or bedaeisables them to secure more.

Tablel
Receipt of help by adultswith at least threeimpair ments

Lives with other adultg Lives alone
Help from:
member of household 50% n/a
other relatives and friends 11% 36%
paid workers 12% 27%
none of these 56% 56%
Average total help received per week;
if receiving AA/DLA 64 hours 16 hours
if not receiving AA/DLA 15 hours 4 hours

Source: Family Resources Survey, 2004/05

Help from paid workers (“formal care”) is needether to complement care provided within
the home (especially if the home carers are theresadlderly or disabled), or to substitute
for it. Even where a non-resident relative or fdes ready to take part, the availability of
paid-for care will often be crucial to the viabyliof the package of support that can be
assembled. It is not clear from the FRS data howhnaf the cost of these paid workers is
met directly or indirectly by social and health\see providers, how much by AA/DLAc
receipts, and how much out of the own income ofdisabled person and their famflBut
current social service provision represents orfiaetion of either the need for or the supply
of care to disabled people in the community.

This conclusion can be interpreted in two ways, hwdiametrically opposed policy

implications.

» At one extreme it could be argued that AA and Dlrdach far more disabled people; so
social services’ role should remain residual, asksirgy exceptional need in individual
cases.

» At the other extreme it could be argued that adgmgportion of AA/DLAc payments are
going to people who can get by either with no carewith help from their immediate
families — so the money should be redistributethugh social services departments, to
those in greater need.

Theincomes and living standards of disabled people

However, as discussed at the beginning of this paipe need for care may be the criterion
on which eligibility for AA and DLAc is assessedjtlpaying for care is by no means the
only objective. The weekly amounts involved are @bdugh to pay directly for the hours of
care theoretically required. The benefit is paidanditionally — recipients and their families

® It has been estimated that AA could be contributipgo 16% of the costs of formal care servicevipemd to
older people in their own homes, with a similargmdion contributed by the severe disability premiwithin
pension credit. Local authorities contribute 54%awerage and the rest — 14% — comes from recipients
incomes. See Hancock et al (2007) figure 3.



can spend it on whatever they like. And disableappeface other potential additional costs,
besides paying for care.

A first set of questions is: what income could AAAX recipients count on if they were not
receiving these benefits? Hardly any AA recipiefuistheir partners) have a job. Less than
one in ten DLACc recipients of working age have b, jand only a quarter live in families
where either partner is employed. Earnings progid@urce of income for only a fraction of
the families under consideration.

So most of them rely on benefits for a substamgraportion of their incomes. About two-
fifths of both elderly and working-age AA/DLAc rguents depend on pension credit, or on
income support, the twin means-tested benefitsigiy a minimum income for the two age
groups. The proportion receiving means-tested ltsnges to more than half (52%) if
housing benefit or council tax benefit are takei @ccount. Most of these families are poor
enough to require income supplementation, evenowtttaking account of their impairments.

The amounts of benefit contingent on the need-fme-criterion are quite generous by the
standards of the basic income maintenance systeenriinimum income made available to a
single non-disabled person between 25 and 59 ip€b%veek (income support); above 60 it
is £119 (pension credit). For a disabled persomdiwalone and receiving the top rate of
AA/DLAc it rises by the disability benefit itselff €65, plus the severe disability premium of
£48. That is, the need-for-care criterion neargplies the minimum income of the younger
person, and nearly doubles it for the older person.

The key question is what disabled people’s famlygomes would be if they did not receive
AA/DLA. ’ Figure 1 shows the income distribution of indivatkireceiving the two benefits,
where income is calculated before adding in AA/DaAthe associated premiums. Pensioner
and non-pensioner families are distinguished alfghotheir profiles turn out to be similar.
Although some recipients live in fairly prosperobsuseholds, most have quite modest
starting points. Nine out of ten AA/DLAc benefitymaents go to households whose starting
income was less than £250 per week (equivalentdimgle-person household). Four out of
ten would be below the Department for Work & Pensiondicative poverty line of 60% of
median income if their disability benefits wereatianted.

"Wanless (2006, p95) shows that relatively few &aipients have very low incomes. But that is astigeartly
because the AA itself, and the severe disabilignpum, were included in the measure of income.



Figure1l Distribution of AA/DLAc payments by (pre-AA/DLA) equivalent household
income
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Note: The horizontal axis shows what the incomehef household in which the individual lives wouldvi
been, in the absence of AA/DLA, calibrated as eajeint to a single adult household. The 10 datatpaire the
decile groups of the distribution of household &glént income, plotted at their medians. Estimatesbased

on the tax-benefit model POLIMOD (Redmond et al @9%sing FRS data for 2003/04 and 2006/07 rates of
benefit .

The actual incomes of AA/DLA recipients are highban these starting incomes. The
intention is that this extra income should be smenéxtra costs, leaving recipients and their
families in much the same position as other houslshwith neither extra needs nor the extra
benefit. What are these extra costs, and how madhel/ add up to (Tibble 2005)? A survey
of DLA recipients (Sainsbury et al 1995) reporteda&erage of two items of expenditure per
person required solely because of disability (iaotdl expenses of hospital visits, chemist’s
items and so on), and another four items in whichmal expenditure had to be increased
because of disability (heating, transport, phonks and so on). But the only structured
survey that has tried to put a figure on these antsowith direct questions (Martin and White
1988) came up with an average total for very sadyealisabled people of only £28 per week
(at 2007 priced)— substantially less than the top rates of diggbilenefits. Either the
benefits are more than generous in their allowdoicextra costs, or survey respondents have
difficulty in calculating them in response to adajuestion. Indeed, the disability lobby lost
no time in finding samples of disabled people vakbarly identifiable extra costs far above
those reported by the survey (Thompson et al 1990).

It is increasingly argued that poverty should beasueed in terms of low living standards,

using deprivation indicators, rather than direcky low income (Pantazis et al 2006). An
alternative approach is to estimate extra costsaatlly, using standard of living indicators to

show how much worse off severely disabled peopdetiaan non-disabled people with the
same income (Berthoud et al 1993). The assumpgoa is that the extra costs have diverted
income away from the normal spending patterns efrést of the population. One recent
analysis (Zaidi and Burchardt 2005) suggested ttatdrain on a single severely disabled

8 Inflation factor based on the top rates of AA/DLigpayment in each year.



person’s resources amounted to £175 per week iongpensioner and £215 for a pensioner
(at 2007 prices). On this basis, disability besd(fimcluding the mobility component of DLA)
fall well short of compensating people for the sost disability, and disabled people are
actually much poorer than income calculations imply

New analysis of the deprivation indicators includedhe FRS (Table 2) shows that only
10% or 12% of non-impaired people not receivinggo@m credit or income support are in
“material hardship” — defined arbitrarily as the shadeprived fifth of all familie€.Elderly
people receiving pension credit are at greaterafskardship. If they or their partner report
an impairment, their risk of hardship rises agéithey are also receiving disability benefits
(mainly AA) at the same time as pension creditedid people show the same rate of
hardship as non-disabled pension credit recipierttsat is, the AA seems to have cancelled
out the increased cost of living. For non-elderlgame support recipients, rates of hardship
are much higher.

Again, impairment increases hardship in the absesicalisability benefits; but DLA
payments seem to compensate. In fact, recipientsotf income support and DLA are
slightly better-off than those receiving income ot on its own — but more than half of
them are still in hardship.

Table2
Proportion of familiesin material hardship, by benefitsreceived
Elderly Non-elderly

Not on On pension Not on On income

pension credit income support

credit support
No impairment 10% 37% 12% 66%
Impaired, but no 15% 49% 21% 72%
disability benefit
Disability benefit 23% 36% 32% 56%

Material hardshipdefined as the worst-off fifth of all families, agi an index based on the
FRS sequence of deprivation questions.

Disability benefitaneans AA, or DLAc and/or DLAmM.

Families means benefit units; that is a single adult, ooapte, with or without dependent
children.

Pensionersneans families with (either) adult aged 60 plus.

Source: Family Resources Survey 2004/05

This evidence suggests that the significant boostiged to disabled people’s household
incomes by AA and DLA may compensate them for ttiditeonal costs imposed by their

impairments, but leaves them little or no bettdrtban other income support and pension
credit claimants.

® We have shown elsewhere (Berthoud et al 2006)déptivation indicators are sensitive to age as agto
income, disability and so on. The analysis reponee: controls for age as well as household coriposi



At the same time, it can be asked whether AA and Ptovide the best possible vehicle for

supporting the extra costs of living faced by disdlpeople. The attendance criterion was
intended as a proxy for severity, and so an indrcaf likely additional costs. Research

evidence provides no basis for estimating extrasodisectly (for example, £x for heating, £y

for bus fares and so on). The problem with thendtece criterion, as this debate
demonstrates, is the potential ambiguity of thegyahtention.

Integrating support for care costsfrom AA/DLAc into the care system

The foregoing analysis of the experience of dighlpleople receiving disability benefits has
been intended to provide an empirical base forralyais of policy options. The Wanless
review recommended integrating support for carascem AA (and DLA) into the care
system, to improve targeting of resources. Whatlagdikely effects of such a policy reform,
and who would be affected?

We consider which groups are likely to lose or gedm the structural changes implied in the
proposal. Given the complexity in the existing syss of benefits and of care-charging, this
is a field where the devil really is in the detaiind a proper evaluation requires proposals to
be worked out much more thoroughly. A main diffiguis that the destination is itself a
moving target. It is unlikely that the resourcegedied to care provision would be allocated
to local authorities’ care budgets without acconyam reforms to the care financing or
allocation systems. The Department of Health andllauthorities are already changing their
policies. The reallocation of AA/DLAc might be parfta more fundamental shift that would
see more care offered on a more universal basis.

Nevertheless, any reform is likely to involve thraajor changes in the flow of resources to
disabled people.

1. Care, rather than cash

This is the central objective of the proposal — mothat is now going directly to disabled
people to spend on the exceptional costs of livirogild now be spent mainly on paid for
care services. Those few who already spend mdbeoafbenefit on paid-for care will not be
much affected. Many people would presumably recenoge care than they do now, and
probably an increase in their overall resourcecalion. Many people would receive less
cash than they do now. The assumption is that ¢hea@ners are at the more severe end of
the disability scale (whose needs are, in the iaffichrase, “substantial or critical”), the net
Iosersg& the less severe end. The overall nunfllesers could exceed the overall number of
gainers.

2. A carer test
Local authorities take account of support from aend family members such that having a

carer may disqualify a disabled person from ellgibfor care services (DH 2003). Disabled
people with a partner therefore tend to receiveefeservices. Where other relatives are

19 Another detail, not discussed in this paper, is kite proportion of AA/DLAC entitlements to be dited to
the care system will be separated from the propott remain in support of extra costs.

™ The Wanless report (2006) suggests transitior@kption to prevent immediate losses of incoméaipbint
of reform. This would make the exchange of resautess painful for current recipients (and so folitizians)
but does not deal with the underlying equity questifor following generations of claimants and tige



available, either to live in or to provide help ardaily routine, negotiations often arrange a
small package of services to support and encoutegeformal care provision. Most of the
money is spent on people without close family cates is likely to be an outcome of any
reallocation of funds into the care provision sgstdhe gainers would be disabled people
without informal carers; the losers would be thegth informal, and especially live-in,
carers. Couples are a readily identifiable groupaténtial losers?

3. Means testing

AA and DLA are not means tested, though there @ @rovisions within the mainstream
system of means tests to boost the incomes ofldg@eople. Local authorities apply means
tests in their charging arrangements. The basg fo@ancing model proposed by the Wanless
review is said to involve no means testing for cétewever, it does involve a user “co-
payment” and the review acknowledged that somenéirmh help with this co-payment might
be needed for those on the lowest incomes — inr otleeds some means testing would
continue. Entitlement to care would still, therefobe less universal than AA/DLAc. The
review also suggested that financial help with otfisability-related costs might be better
dealt with through pension credit. It can be assijntieerefore, that a switch of resources
from AA/DLAc to services would be associated witHemst some increase in means testing.
The general advantages and disadvantages of mestimgytare well known. In principle, it
concentrates public funds on those with the loveesihomic resources (vertical equity), but
is less effective at targeting on variations inch@eorizontal equity). Means-tested benefits
tend to be subject to lower rates of take-up anchag not reach all of those for whom they
are intended. Means testing of state support, vendththe form of cash benefits or care
services, may act as a disincentive to private ipiaw for old age. Other things being equal,
the main group of losers under this third optioruldabe recipients of AA/DLAc on higher
incomes. As we have seen, AA and DLAc tend to gpdople in the lower parts of the
income distribution anyway, so there is a degre¢agjeting in the system without means
testing. These outcomes look likely to result inrentunds dedicated to care for the most
severely disabled people, who lack care at the mgraed who have no spare income to pay
for services. But the costs are likely to be bdrpenoderately severely disabled people with
a partner, especially if their income is abovertieans-test floor.

Social services, or social security?

One way of thinking about how these three realiooat might work is to ask whether we
could achieve them by changes within the benefitesy, rather than by transferring money
to social services departments. For example:

» A disability care benefit could be made conditioaalthe money being spent on paid-for
care services. The working tax credit has just suphovision to support parents with the
costs of childcare services.

* A disability care benefit could be restricted togée people, or to people who live alone
(unless all members of a household were disabled).

* A disability care benefit could be means testechdded into the mainstream means-test
network as a premium. (One possible scenario istligasavings from increased means

12 AA and DLAC are paid to disabled people regardigseir living arrangements and existing care
arrangements. The severe disability premium islgrijmited to means-test recipients who live alcswed this
can be interpreted as a carer test.
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testing in the benefit system might be used tofpay reduction of means testing in the
care system!)

Reanalysing the Wanless plan in terms of a selfained social security reform helps to
identify the distributional issues more clearly.

There are other differences between social serandssocial security, besides the allocation
of resources. Differences in approach and traditiave to be taken into account too. Three
particular considerations are: “discretion” versigntitlement”; budgetary control; and
independence.

1. Discretion versus entitlement

People are “entitled” to “claim” their social seityrbenefits, including AA and DLA. This
means that there is a published set of rules esta eligibility; a body of decision makers
adjudicating the outcome on the basis of the evidexrnd in the light of case law; and a right
of appeal to an independent tribunal. Social sessidepartments are moving towards more
open and formal eligibility criteria but retain ciderable discretion to determine what
services to offer on a case-by-case basis. A sat@ker assesses need by applying
professional judgments to all the circumstancesli@dnt disappointed by the outcome can
ask for reconsideration, but cannot argue on tsestzd legal entitlements.

There are arguments in favour of both approachss,raom for discussion about which is
best for assessing the need for care. Disabledlgdsaeeds may be difficult to characterise
in hard and fast rules. Discretion means thatlality can be sensitive to individual needs.
But discretion can result in inconsistencies oatmeent and/or the exercise of social control
by the decision maker. Even though these problems awtually occur rarely, a disgruntled
client can never be sure that they have not ocdwomeany particular occasion. It seems quite
likely that the effect on individuals of a transfirresources from the social security budget
to local authorities would vary across local auities — a “postcode lottery”. We are not
arguing that entitlement is intrinsically betteathdiscretion or vice versa, but the issue needs
to be addressed in the development of alternatilieips.

2. Budgetary control

Eligibility criteria for benefits are set in advanand payments have to be made to as many
people as apply and turn out to be eligible. Expgenel on benefits can be controlled in the
long run, but only by changing the rules of eligipi Local authorities are encouraged to
review their eligibility criteria each year by reémce to their budgets: an annual budget is
allocated and decision makers are required tonmrat@rvices as they go. In public finance
language, social security benefits are “demand;lediiereas social care services are “cash-
limited”. The keepers of the purse naturally pretamtrolled budgets to demand-led
expenditure. But if the person assessing needdsthke agent of budgetary control, there may
be strong pressure to underestimate the extenéed.nt would in principle be possible to
separate these functions: an independent assessieaéd, with budget holders deciding
how much of that need should be met. This is ideat,politically uncomfortable, because
the amount of unmet need would become explicit.ualdy this is happening anyway
through individual budgets.
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3. Independence

Recipients of disability benefits are free to speghd money on anything they choose.
Historically, support for care needs from local hewities was in the form of free or
subsidised services, over which the client hatk lthoice and no control. There has been a
strong trend over the past 10 years towards “dipagtments” (cash paid to the disabled
person who arranges and pays for their person&tasse in the open market) and, more
recently, pilot schemes of “individual budgets’esources from social care and other funding
streams are combined to finance an individualliotead package of services or equivalent-
cost direct payment (IBSEN 2007). These more trares allocations of funds have been
intended to give disabled people greater choice bow their needs are met, and therefore a
sense of independence — but they are limited tolaeg@xpenditure on care-related services.
A transfer of funds from social security to locaitlzority budgets could work against the
trend towards greater flexibility and independence.

Discussion

Our intention in this paper has been to analysdiklety impact of the proposed reforms of
cash and care, not to recommend that they showdtlarld not be adopted. One theme of our
analysis has been the acute scarcity of systemestgarch on the current interactions between
cash and care. Another has been lack of claritytahow the proposed reforms would work.

Nevertheless, we can identify some probable coresesps in broad terms. The Wanless and
other similar proposals would probably deliver mama&e to severely disabled people,
especially those living alone. We have shown thahyndisabled people, especially those
living alone, do not at present have access to. Grdhese outcomes would be in line with
the policy objectives.

There are some differences between social careadibm procedures and social security
benefit adjudications that also need to be takemacount. A transfer of resources to local
authorities would imply a trend from entitlementdiscretion, and from demand-led to cash-
limited cost control. Given the move towards dirpayments and individual budgets, it is
harder to say what the effect would be on the degfeindependence enjoyed by disabled
people. Transferring resources from benefits taataare may speed up the move within
social care towards greater choice. But if the angreater control, the logic might be for
more money to be delivered through the benefitesgsand less through social care. The pros
and cons of these aspects of the relationship leetwiee state and its citizens cannot be
guantified, but they should not be ignored.

We have emphasised that the precise effect of feaimgy AA/DLAC resources to local
authorities will depend on the future policies grdctices of social services departments,
after the proposed reforms. In the past, they e associated with the six characteristics
listed on the left of figure 2. The direction oatel (arrow 1) is already away from those
characteristics, towards the six characteristidhelio associated with AA/DLAc. New
proposals outlined by Wanless and other commerstatoe likely to move social services
further in the same direction (arrow 2). The quesis whether AA and DLAC’s resources
should be moved in the opposite direction (arrowt8)the position in the middle of the
spectrum, eventually adopted by social services.
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Figure 2 Stylised representation of policy differences between AA/DLAc and social
services departments

Social services AA/DLAC

Provision of formal care Cash for extra costs
Informal carer test Independent of family
Means tested 12 3 Contingent on need
Discretion > > 74? Entitlement

Cash limited Demand-led

Controlled by social workers Controlled by disabperson

A major reform needs to be evaluated on the bdsits @wosts as well as its benefits. It is

likely that the proposal will lead to a loss of lsasacome for a large proportion of disabled

people claiming AA or DLAc. We have shown that mos$tthem have modest incomes.

Standard of living indicators suggest that the gmédenefits do little more than compensate
disabled people and their families for the extrsie@ssociated with disability. A reduction in

cash incomes is likely to lead to an increase prigiation.

Outline of attendance allowance and disability living allowance I:‘;ave
0]
Attendance allowance (AA) is paid to over-65s aé raf £64.50 per week (2007/2008 rat#sjoSes.
they needoth help throughout the dagnd supervision during the night; they receive £43.2E are
week if they meeeitherthe dayor the night condition, but not botfihe same rules govern acc ility
to the care component of the disability living allimce (DLAc) for unde65s; but here there is |ch-
third rate of £17.10 per week for people who neelg bnly part of the day, or who cannot coc |e
meal. DLA also has a mobility component for un@bs who cannot walk, or need assiste he
when walking outdoors, but DLAm is largely left aftthe current analysis.

People who receive either element of DLA beforartBsth birthday continue to receive it, ratl
than AA, after 65.

All these benefits are based solely on the idedtifneeds of disabled people, and aeéher
means-tested themselves, nor treated as incomesamstest calculations But recipients of |
main means-tested benefits (income support, pensiedit, housing benefit and council t
benefit) can add the severe disability premium48.85 per week to their needs assessment i
are receiving AA or the middle/higher rate of DLAje alone (or live with another disabl
person) and have no one getting carer’s allowanicthéir care.

AA/DLA and the severe disability premium can beetaknto account in local authority mes
tests for home care but only if part is disregartedllow for disabilityrelated expenditure.
2003 survey (Thompson and Mathew 200d)ind that most local authorities did take th
benefits into account, but there was considerabl@tion in how disabilityelated expenditur
was allowed for. AA/DLA and the severe disabilitemium are taken into account in determir
whether a care home resident is entitled to loctaity help with fees. If a resident is so endtl
AA/DLA and severe disability premium cease to bggtde and the local authority contributior
accordingly larger. Different procedures apply icotand, which has introduced a version
“free” personal care
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