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2. BACKGROUND INFORMATION 
 
2.1 The Social Fund was established under the Social Security Act 1986 as part of 

a wider package of reforms to the social security system – the Fowler reforms. 
It is currently administered by The Department of Work and Pensions (DWP) 
through Jobcentre Plus and provides interest-free loans, grants and payments 
through both a regulated scheme and a cash-limited discretionary scheme. 

 
2.2 From April 2013, two elements of the Social Fund will be administered and 
 delivered locally by the Local Authority, these are; 
 

 - Crisis loans 
 - Community Care Grants 

 
 Crisis loans are interest-free loans available to anyone who cannot meet their 

immediate short-term needs in an emergency.  
 

Community Care grants are for benefit recipients only and cover a range of 
expenses including household equipment. They are primarily awarded to help 
vulnerable people return to or remain in the community or to ease exceptional 
pressures on a household. 

 
The new scheme is to be known as Local Welfare Provision. 

 
2.3 Settlement letters received in August 2012 show the following allocations  for 

the new local scheme: 
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1. OBJECT AND KEY POINTS IN THIS REPORT 
 
1.1  To report on the Government’s proposals to localise elements of Social 

Fund delivery from 1 April 2013.   
 
1.2  To outline the decisions which need to be made on the use of the 

funding.  
 
1.3  To seek approval to proposed criteria for applying the funds and the 

proposed arrangements for service delivery. 



 

 
 2012/13 2013/14 2014/15 
 £ £ £ 
Crisis Loans/ Community 
Care grants 

 452,585 452,585 

Administration grant 4,526 95,635 87,659 
 

 
2.4 The DWP believe that it is difficult and expensive to make robust and fully 

evidenced discretionary decisions about levels of need and the extent of a 
crisis without some local knowledge.  

  

2.5 Design and delivery of the current scheme does not identify vulnerable people 
and refer them on to appropriate services where further additional support is 
needed. As a result a small but significant number of people are locked into a 
counterproductive and damaging cycle of increasing debt through repeat 
applications and awards.  

 

2.6 The DWP has concluded that the operation of a highly discretionary scheme 
through a national agency may not deliver the best use of a limited resource. 
Primary recipients, in particular for Crisis Loans are aged 18 – 25, but this is 
not the only group in need; it would appear to be the group which has the best 
knowledge of the scheme. DWP believes that a locally-delivered service is 
more likely to generate a more equal spread of applications across the age 
ranges. 

 

2.7 Moving to a more responsive and less rigidly applied system would better 
focus resource on real need. The current scheme is not integrated into the 
wider social care agenda, it is reliant on individuals being aware of and 
applying for funds suggesting that it may not target people in greatest need. 

 
3. OPTIONS FOR CONSIDERATION 
 
3.1 Wider welfare changes are likely to impact negatively on the ability of many to 

manage their finances. Levels of household income are likely to reduce with 
the benefit cap and other benefit changes to be implemented in the coming 
year. The move to a single monthly payment of the proposed Universal Credit 
may adversely affect the ability of some households to manage their finances. 
 

3.2 The funding for local welfare provision is not ring-fenced. The Council therefore 
has the option not to implement a localised scheme within North Lincolnshire 
and apply this income elsewhere in the Council budget.  In reality the need for 
this funding is more likely to increase than reduce during the transition to a new 
welfare framework. For the purposes of the options detailed in this report it has 
therefore been assumed that a local scheme will be implemented. 



 

 
3.3 There are options available to the council in terms of how the scheme is 

administered, the criteria used to make decisions, and whether or not the fund 
 should operate as a repayable loan or as a grant. These are discussed in the 
paragraphs which follow. 

 
4. ANALYSIS OF OPTIONS 
 
 Should the support provided be repayable? 
 
4.1 Under the current arrangements, Crisis Loan Payments are recovered by  

 deduction from ongoing benefit or by issuing an invoice to non-benefit 
 customers. The average is around £52 per award (approximately 3,000 
 applications per year). Community Care Grants are not subject to any 
 recovery process, with the average award being £380 (approximately 1,000 
 applications per year). 

  
4.2 Recipients of these funds are individuals either in crisis or at risk of losing 

 their home. As part of the local scheme we can decide whether to make either 
 or both of these payments non- repayable. In either payback scenario there is 
no cost to the Council Tax payer. The options are evaluated in the following 
tables. 

 
4.3 Option 1 
 Funding is repayable and is in the form of a loan. 
 
Risks Benefits 

• Risks of non-payment and collection 
actually costing more than the original 
debt.  

• Due to the volume of small loans this 
would mean more work for the 
recovery team.   

• Also, with the localising of Council 
Tax Support, it is anticipated there will 
be an increase in workload for the 
Debt Management function.  A further 
increase may not be sustainable.   

• DWP recover direct from benefit: this 
option will not be open to the 
Authority. 

• Matches DWP provision for Crisis 
Loan payments.   

• Would potentially deter those in need 
from applying for support due to the 
increased financial pressure of 
repaying the loan.   

• Funds could be ‘recycled’ to support a 
wider group within North Lincolnshire. 

 
4.4 Option 2 
 Support is provided in the form of a grant which is not repayable. 
 
Risks Benefits 

• May encourage more applications as 
the support is non-repayable.  

• There would be no opportunity to 
recycle resources. 

• Removes the risk of the cost of 
recovery potentially outweighing 
monies collected.   

• The Council would be seen to be 



 

using available opportunities to 
support those in need within the 
community at a time of increasing 
financial pressure. 

Criteria for awarding the grant 
 
4.5 The following criteria are suggested: 
 
 Crisis Awards  

 
4.5.1 The current scheme: 

 
Crisis Loans are currently interest-free loans available to anyone (whether on 
benefit or not) who cannot meet their immediate short- term needs in an 
emergency or as a consequence of a disaster.  According to  DWP the vast 
majority of crisis loans nationally are awarded to people in receipt of Job 
Seekers Allowance. Within this group the largest number of awards were 
made to customers between 18 and 24 years old (37%). 
 

4.5.2 It is proposed that 
 
 - Awards will not be repayable 
 - Only 2 crisis awards can be made in a 12 month rolling period 
 - On the application for a second award, a visit / interview will be held 
  with the applicant 
 - Awards are limited to no more than 60% of the daily Job Seekers  
  Allowance rate (if a family applies the 60% rate still applies but of  
  additional benefits) and will be paid on a daily rate 
 -  Awards are only to cover living expenses following a disaster or  
  emergency (lost or spent money will not be covered) 
 - Applicants can be either in work or on benefits  
 - Awards will be made by same day bank transfer, or if the customer has 
  no bank account a transfer through the Post Office will be used and the 
  customer will be supported to open a bank account 
 - If the payback option is chosen, then unless a crisis award is repaid 
  then no further awards will be made. 
 
4.6 Community Care Grants 
 
4.6.1 The current scheme: 
 
 Community Care Grants are currently non-repayable grants awarded for a 

range of expenses including household  equipment. They are primarily 
intended to support vulnerable people to return  to or to remain in the 
community or to ease exceptional pressure on families.  The majority of 
awards are made to families under exceptional  pressure. The second largest 
proportion of Community Care Grant expenditure, 29 per cent, was awarded 
to help people to remain in the community. 

 
4.6.2 It is proposed that: 



 

 
 - Awards will not be repayable 

- The award covers a range of expenses to assist the individual or 
household to meet the exceptional pressures they face or to remain in 
the community 

 
- If feasible this would be a cash free transaction with the opportunity to 

purchase goods required locally through a voucher system with local 
suppliers 

 
 - If the payback option is chosen, then unless an award is repaid then no 
  further awards will be made. 
 
4.7 Once the scheme is approved a detailed and robust set of criteria will be 
 developed in line with these principles. 
 
4.8 The Local Taxation and Benefits Service are currently responsible for the 

 management of other discretionary funds which support customers in North 
 Lincolnshire. This includes the Discretionary Housing payments and the new 
Council tax Support Fund. Local welfare provision would fit well with these 
other service responsibilities. In practice decisions are made or reviewed on a 
weekly basis by a panel of stakeholders drawn from public and voluntary 
partners who work with disadvantaged groups, so that wider expertise is 
engaged. 

 
5. RESOURCE IMPLICATIONS (FINANCIAL, STAFFING, PROPERTY, IT)  
  
5.1 Administrative resources have been provided to implement local provision 

(£96k in 2013/14 and £88k in 2014/15).If the proposal as outlined is to be 
delivered by the Local Taxation and Benefits Service; additional temporary 
staff will be required. This can be accommodated within the grant provided.  
Additional IT support costs will also be contained within the resource  

 provided.   
 
5.2 The fund of £452k in each of the next two years will be available to provide 

 support to local residents, not just benefit recipients, who face a short-term 
 financial emergency or a pressing need to replace essential household 
 equipment which they cannot address from their own resources. It is 
 considered that this fund can best be managed and delivered alongside the 
 proposed council tax Support Fund and Discretionary Housing Payment 
 Fund. 

  
5.3 Concern has  been raised nationally about the adequacy of the resources 

which have been allocated to Councils, and the level of expectation of what 
can be achieved.  Funding has only been guaranteed for 2 years with no 
additional information on Government expectation beyond this point. 

 
5.4 In order to ensure support is available for the full year, the budget can be 

 apportioned on a monthly basis.  A full  appeal process would be put in place 
for those applicants who are refused support. 



 

 
6. OTHER IMPLICATIONS (STATUTORY, ENVIRONMENTAL, DIVERSITY, 
 SECTION 17 - CRIME AND DISORDER, RISK AND OTHER) 
 
6.1 An Impact Assessment has been completed for the local scheme. 
 
7. OUTCOMES OF CONSULTATION 
 
7.1 In September 2012 the council held a welfare reform away day which outlined 

plans for local delivery of the social fund in North Lincolnshire. This was an 
event for partners who deal with the client groups affected by the reform 
agenda. It brought together officers from all parts of the council as well as 
housing associations, North Lincolnshire Homes (NLH), the credit union, 
DWP, seniors forums and scrutiny committee members. A series of round 
table discussions generated ideas on welfare issues including the Social 
Fund. Stakeholders were given the opportunity to provide feedback on how 
local welfare provision should be managed.  

7.2 The North Lincolnshire Financial Inclusion Group, which aims to coordinate 
and deliver help to North Lincolnshire residents who need to access financial 
support and resources, has provided another forum for stakeholders to 
consider the matter, including an open meeting in October 2012. Involvement 
in scheme design was offered to any organisation which wished to take part. 

7.3 The Corporate Scrutiny Panel has also recently considered how the scheme 
would operate in North Lincolnshire. 

7.4 As a direct result of these discussions, the scheme has been shaped to reflect 
the input of partner organisations and services. 

8. RECOMMENDATIONS 
 
8.1 To confirm that Social Fund transfers are ring-fenced to Local Welfare 

Provision. 
 
8.2 To agree: 

 
a. A single point of access and administration in the Local Taxation and 

Benefits Service, covering Care Grant awards, Discretionary Housing 
Payments and Council Tax Support Fund 

 
b. That awards are made in the form of non-repayable grants 

 
c. That the criteria for awarding grants will be as outlined in paragraphs 

4.5 and 4.6  
 

d. That further work is undertaken to establish the feasibility of using a 
voucher scheme for community care grants in 2013/14, tied to specific 
suppliers, as an alternative to monetary payments. 

 



 

e. That a further paper is submitted to establish administrative posts 
within the available funding in order to have a system in place by April 
2013.   
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