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IMPACT OF WELFARE REFORM 

FUEL POVERTY IN WALES 

 

Fuel Poverty in Wales 

Approximately a third of all households in Wales were estimated to live in fuel poverty in 
2011, i.e. households that need to spend more than 10 per cent of their household income 
to keep their home at an acceptable temperature. 

Fuel Poverty and Low Incomes 

Fuel poverty occurs because: 

 A household has a relatively low income 

 People living in housing with a poor energy efficiency standard 

 The high cost of fuel 

The relationship between low income and fuel poverty is complex and depends on the 
composition of a household, the energy efficiency of the home and prices paid for energy 
as well as the level of income. When fuel prices rise faster than income there is an increase 
in the numbers of people in fuel poverty, especially for those on low incomes.   

Welfare Reform 

Almost all social security benefits for people of working age are changing. The changes can 
be summarised as: 

 Limits on the value of benefits: almost all benefits will not keep pace with inflation, 
and in particular with higher than average rises in fuel costs, with a cap of £500 a 
week total benefit claim.  

 Reassessment of eligibility for benefits: tougher tests of eligibility for Incapacity 
Benefit / Employment and Support Allowance, for Disability Living Allowance / 
Personal Independence Payment and for Jobseekers’ Allowance claimants. 

 Changes in entitlement to benefits:  new rules such as the limitation of Housing 
Benefit according to household size and composition, time limits on claims of ESA 
based on National Insurance contributions, and the hours worked to be eligible for 
Working Tax Credit. 

 The transition to Universal Credit:  starting in October 2013, claimants will be 
gradually switched to a new, single benefit for people both in and out of work.   

In addition, there are important changes in which benefits are to be claimed and paid: 

 Universal credit will be paid monthly, to one individual in a household. 
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 All benefits will be paid to the claimant, including rent which previously was paid to a 
landlord. 

 Claims and reporting of changes will primarily be made online. 

 

Implications for Fuel Poverty 

1.  Fall in income in real terms 

The value of benefits will fall over the next three years, reducing the real income of anyone 
who claims a benefit. Households that lose eligibility to a benefit or entitlement to claim 
could experience substantial falls in income, for example: 

 a household with rent of £100 a week and a spare bedroom will lose £14 a week.   

 a household in which an individual loses one of the lower rates of Disability Living 
Allowance will be at least £20.55 a week worse off. 

 someone has been claiming long-term Incapacity Benefit who is found to be fit for 
work will lose £99.15 a week – if they are eligible for Jobseeker’s Allowance they will 
get at least £28.15 a week less.   

The cumulative effects of cuts in several benefits received by a household will make the 
position even worse. 

Households receiving benefits are already on relatively low incomes and at greatest risk of 
fuel poverty. Cuts in benefits will result in a double impact. Not only is the number of people 
in fuel poverty likely to increase substantially as more households spend slightly more than 
10 per cent of their income on fuel, but is there is also likely to be a significant increase in 
the severity of fuel poverty experienced by many households.   

2. Crisis 

The complexity of changes to benefits greatly increases the risk that claimants will be left 
without any income at all through loss of eligibility, error or delay. Administrative problems 
caused by the Department for Work and Pensions have been one of the most common 
reasons people seek emergency help from the Social Fund, and multiple changes to 
eligibility and entitlement increase the possibility of administrative problems in future. A new 
Department for Work and Pensions computer system and the requirement to make claims 
online are additional risk factors. The risks of households having no income at all come at 
the same time as new Welsh Government arrangements to administer the former Social 
Fund Crisis payments come into effect. 

It is likely that there will be a significant increase in the number of households having no 
income for fuel at all, tipping them into short-term fuel crisis. 

 

3. Debt and budgeting issues 

Monthly payment of a lump sum benefit to a single individual in a household increases the 
possibility that a household will run out of money before their next benefit payment.  Many 
claimants have been used to managing their finances on a weekly or fortnightly basis for 
some time, and the switch to monthly payment of benefits could be a significant challenge.  
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Benefits will paid to one individual who may not prioritise fuel payments.  Financial 
difficulties could be exacerbated if households resort to expensive lenders. 

The number of households facing temporary difficulty with paying for fuel at the end of the 
month could increase, and households could chose more expensive ways of buying fuel, 
such as pre-payment meters, to help them to budget. 

4. Loss of eligibility for help with fuel costs 

A number of energy efficiency programmes determine eligibility for assistance via receipt of 
benefits. NEST, for example, offers whole house assessments to people who, amongst 
other things, receive Housing Benefit, Income-based Jobseeker’s Allowance or 
Employment and Support Allowance, Income Support or Working Tax Credit. Households 
which lose eligibility for these benefits could therefore lose eligibility for help with their 
energy efficiency as well.   

Households who lose eligibility for benefits could also lose eligibility for the Warm Home 
Discount, as suppliers often use receipt of means-tested benefits as criteria. 

5. Turn-over of accommodation and fuel supplier 

Some households with a spare bedroom may decide to move rather than cope with a 
shortfall in income to pay their rent.  Households will need to clear the bill at their existing 
home as well as face the possibility of paying a deposit or switching to a different tariff or 
payment arrangement at their new home.  

In addition, the shortage of smaller socially-rented properties may mean some households 
move to private sector accommodation, which is typically less energy efficient than socially-
rented housing. 
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Time for Action 

Action is needed to address the increasing numbers of people likely to experience 
deepening fuel poverty and very real risks of fuel crisis, including: 

 Welsh Government in collaboration with Local Authorities should take action 
to achieve a step-change in the energy efficiency of Welsh homes 
 
Refurbish all homes in Wales up to a SAP rating of at least D. This will not only 
reduce energy use and fuel bills helping thousands out of fuel poverty but will also 
cut carbon emissions. Done on an area basis a nationwide refurbishment 
programme will also create significant training and employment opportunities.  
 
Government-funded work should be focussed on those in greatest needs, for 
example the lowest 4 income deciles, with the Green Deal initiative actively 
promoted for upper income deciles. Government-funded home energy efficiency 
work should be integrated with work funded via the Green Deal.i 
 
This work could be funded through UK Government carbon taxes 
http://www.energybillrevolution.org/  
 
 

 
 
 
 
 
 
 
 

 Closer collaboration between welfare benefit advisers and energy efficiency 
advisers 
 
Advice on energy efficiency usually includes a benefit check for clients however 
advice on benefits does not necessarily include referral to an energy adviser. 
 

 Continued action to end the premium and other charges paid by pre-payment 
meter users. 
 
Households with Pay As You Go meters pay significantly more than those paying by 
direct debit, and also face additional costs to have a PAYG meter installed / removed 
or if they lose their key.  
 

 Emergency gas and electricity pre-payment top-ups to be available for those in 
fuel crisis via the Social Fund. 

 

 

Under Nest, the Welsh Government’s flagship scheme to tackle fuel 
poverty, in 2011/12 only 4,371 households were assisted with energy 
efficiency measures.  Some of the most disadvantaged areas in Wales 
(such as Merthyr Tydfil and Blaenau Gwent) had relatively low take-up 
per 1,000 households. Under Arbed, the Welsh Government’s other 
major energy efficiency scheme, phase one funded measures for 
approximately 7,500 households with phase 2 expected to reach around 
5,000 households by 2015. 

http://www.energybillrevolution.org/
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 Welsh Government to take further responsibility to promote Credit Unions and 
to ensure that all individuals have access to financial management support. 

Ensure that all individuals can access the help, support and advice they need to 
develop their financial management skills. Ensuring that individuals are aware of 
financial management tools such as ‘Jam Jar’ accounts.  

 

 Continued support and funding for digital inclusion projects. 

 There is a strong correlation between those who are financially excluded and those 
who are digitally excluded. For example, individuals without access to the internet 
are missing out on low-rates of energy supplies which are accessed through online 
accounts. 

 Establish legal minimum standard of energy efficiency for private rented 
properties. 

The Welsh Government’s Housing Bill should bring in a legal requirement for private 
landlords to improve properties to band E or above by 2016, making it illegal to re-let 
a property at band F or G after this date. This will ensure all tenants have access to 
an energy efficient home. 

                                                      
i
 http://assets.wwf.org.uk/downloads/cutting_carbon_emissions_in_welsh_homes.pdf 


