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Analysis of Winter Fuel Payment reforms
Introduction
The Conservative Party manifesto committed to means testing Winter Fuel
Payment, with the aim of “focusing assistance on the least well-off pensioners,
who are most-at-risk of fuel poverty”. The funds raised as a result of means
testing Winter Fuel Payment are intended to be transferred directly to boost
spending on health and social care. The Conservative manifesto does not set out
how the payment would be means-tested.
Following the results of the General Election, this policy briefing comes at a time
where the future of Winter Fuel Payment is under serious scrutiny. The Democratic
Unionist party (DUP), which the Conservative party is seeking to work closely with
in government committed to keeping Winter Fuel Payments in their election
manifesto.
This analysis considers some of the policy impacts of means-testing; both in
terms of the overall consequences for the Exchequer, but also for pensioner
households, identifying how different income groups are affected. We consider a
number of options for means testing Winter Fuel Payments (WFPs) that could be
considered as part of the government’s future policy programme:
-

Withdrawing WFPs from older people who do not receive Pension Credit
Withdrawing WFPs from higher rate and additional rate taxpayers
Taxing Winter Fuel Payments for all older people who pay tax
Restricting WFPs to those aged 75 and over

The modelling applies across UK households.
Key findings
1. Withdrawing WFPs from older people who do not receive Pension
Credit


Older people in the top household income decile will lose on average 0.9%
of their income which represents £160 of their annual income.



Older people in the bottom household income decile will lose on average
7.2% of their income, representing £190 of their annual income.

2. Withdrawing WFPs from higher and additional rate taxpayers


Older people in the top household income decile will lose on average 0.2%
of their income which represents £90 of their annual income.



Older people in the bottom household income decile will lose none of their
income.

3. Taxing Winter Fuel Payments for all older people who pay tax


Older people in the top household income decile will lose 0.1% of their
income or £50 per year.



Older people in the bottom household income decile will lose 0.1% of their
income or £10 per year.

4. Restricting WFPs to those aged 75 and over


Older people in the top household income decile will lose 0.7% of their
income or £110 per year.



Older people in the bottom household income decile will lose 5.1% of their
income or £100 per year.

5. Overall fiscal impacts
-

Withdrawing WFPs from older people who do not receive Pension Credit
results in an overall saving of £1.7bn
Withdrawing WFPs from higher rate and additional rate taxpayers results
in an overall saving of £100m
Taxing Winter Fuel Payments for all older people who pay tax results in an
overall saving of £350m
Restricting WFPs to those aged 75 and over results in an overall saving of
£1.05bn

Conclusions
The options which raise the most money are restricting WFPs to those on
Pension Credit (saving of £1.7bn) and restricting WFPs to the over-75s (saving
of £1.05bn). However, these are also the most regressive options for raising
funding for health and social care, with means testing via the Pension Credit
system emerging as the most regressive option of all. For example, while older
people in the top household income decile stand to lose on average 0.9% of
their income, or £160 a year, those in the bottom income decile will lose 7.2% of
their income, or £190 a year.
The cash loss for pensioners in the lowest income households is higher than for
other groups (£190 per year), because pensioners in this group are more likely
to be over 80 - and therefore receive the higher winter fuel payment, but may
not be claiming pension credit. It is therefore clear that if the government were
to press ahead with targeting WFPs, this option for means testing Winter Fuel
Payments – via the Pension Credit system – would see the Conservatives

achieving the opposite of its intentions. They would be disproportionately
achieving savings by removing Winter Fuel Payments from the least well-off
households – those most at risk of fuel poverty.
Technical notes
-

-

To calculate the fiscal and distributional impacts of the different policy
proposals, we used the Family Resources Survey and DWP Caseload
statistics for 2015/16.
Household income deciles are equivalised household income deciles after
housing costs.
Fiscal savings are rounded to the nearest £50 million.
Annual cash losses are rounded to the nearest £10.

