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Introduction to Universal Credit

[bookmark: _Toc500109776]First introduced in 2010, universal credit is basically a unified benefit for working age people that will bring together several different means tested benefit systems and place them under the banner of Universal Credit. It was designed to make claiming benefits a simpler process and it can be claimed by anyone whether they are employed or not. Another aspect of universal credit is that it will benefit the working household and hopefully eliminate the bizarre situation where you could be better off claiming benefits than working.  Rather than the old system where you would stop receiving benefits entirely after you have worked 16 hours or more, the new system gradually reduces the benefits you receive as your income/earnings increase. Universal credit would be paid monthly in arrears, each individual would pay their costs (rent for example) out of their universal credit payment as it would be paid direct into their bank (BBC News, 2017).

What benefits are included?

In total there are six benefits being replaced by universal credit, these are:
Income support, Child Tax credit, Working Tax Credit, Income-Related employment and support allowance, Income-Based Jobseeker’s allowance and Housing benefit. 
Income support, as the name suggests, is a benefit for those on a low income. Anyone who claims this would need to be over the age of 16 years old and below pension credit age, be working less than 16 hours a week. Also, they would need have a valid reason for not seeking full time employment, for example being a carer for someone or perhaps a stay at home parent for a child/children under 5 years old (Gov.uk, 2017).

[bookmark: _Toc500109777]What is Universal Credit?

Universal credit is a revamp of the welfare system, it is probably the biggest change since around World War 2 (1940’s). This change has been driven by Ian Duncan Smith who believes that people who are on benefits seem to be stuck on them. There is a big drop in income for those going into employment from being on benefits. Instead of seeing a large drop of income when stopping benefits, universal credits makes it better to work than stay on benefits. It is believed that there will be an average increase of approximately £16 per month per household receiving these benefits. It is hoped that by combining several benefits into one it will help save billions of pounds every year by lowering the amount of fraud and errors that occur in the benefits system (BBC News, 2017). 



[bookmark: _Toc500109778]Payments

The payment schedule for universal credit has been set out so that you will have to wait up to six weeks for your first payment. People will be expected to wait for seven days after making a claim. The date on the seventh day would then be the day that all your payments will be paid on. This will be your assessment date. Universal credit is paid in arrears to mirror the way that employers pay their employees. That month then gives the department of work and pensions (DWP) the time they need to work out how much money you are entitled too. After that decision has been made you will receive your first month payment on the date mentioned earlier (assessment date). You will then have to allow seven days for that payment to reach your account. Six weeks after you first made the claim. It is based on how much money the person claiming gets each month. For example, for every £1 you earn after tax 63p will be deducted from the benefit being received. Some payments may take longer to process than others. The person claiming may be unable to prove their income or their outgoings like childcare costs. There is however an advance payment which would be half of the estimated benefit you will receive in the future to tide you over that is repayable over 6 to 12 months (This is Money, 2017)

[bookmark: _Toc500109779]Who will be affected and how?

There have been reports that some people claiming universal credit could be unable to pay their rent, thereby risking eviction. Luckily letting agencies on the whole are not planning on throwing people out on the street however it is a real possibility. Landlords and letting companies could be faced with large rent arrears one company even said they could go out of business if the arrears are too much (Elgot, J, 2017).
Some even fear the number of people sleeping rough on the streets could increase to twice the amount that we currently have by Christmas. Some councils are issuing a special payment to tenants in the hope that it will stop them becoming homeless and remain tenants (Butler, P. and Holmes, M, 2017). Poorer families may have to resort to visiting a local food bank to sustain them over the Christmas period. Many cases have resulted in claimants having to wait seven weeks to receive a payment. This has put a huge burden on food banks to provide for these families.  In some areas, over half have had to borrow money until their first payment (Merrick, R, 2017).

[bookmark: _Toc500109780]Conclusion
		In conclusion there appears to be both good and bad points to universal credit. Some positive aspects mean you have more working households. It should help people learn how to budget their finances, even when they transition from employment to unemployment and back again. It should help people stay in work rather than not being able to work because they are better off financially, out of work. Some negative aspects are that the change over to universal credit could be a stretch for some households could really struggle. It could possibly push more people into debt than they are already as they must borrow money to get by until they are paid. In truth, only the future will tell if universal credit will be a success or not.
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