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The impact of welfare reform and welfare- to-work programmes Executive summary

This report examines the impact of the welfare reform and welfare-to-work
programmes introduced by the 2010-15 Conservative/Liberal Democrat Coalition
Government and the Conservative Government elected in May 2015. A particular
aim of the review was to examine the evidence about the ways in which protected
groups, and subsets of these, for example lone parents, have been affected by these
reforms. A further aim was to examine the gaps in the research evidence, both for
particular reforms, and by protected characteristic. The research was commissioned
by the Equality and Human Rights Commission (EHRC) in 2017 as part of a staged
programme of work, which also included a cumulative impact assessment (CIA)
(Portes and Reed, 2018) and built on earlier work on CIA (Reed and Portes, 2014;
EHRC, 2012, 2015).

Since 2010, the UK welfare system has experienced far-reaching changes and major
welfare reforms have been introduced. These range from high-level policy design, in
terms of eligibility and payments, to delivery and implementation. This has included:
the replacement of six key benefits with Universal Credit (UC); the introduction of an
intensified conditionality and the sanctioning regime, whereby claimants are required
to meet certain conditions or face losing benefits; and changes to assessment and
entitlement to incapacity and disability-related benefits. The changes to social
security and welfare-to-work were introduced gradually from the 2010 emergency
Budget and some of the reforms, notably UC, have yet to be fully implemented. Thus
the context is an evolving one and the impacts of the reforms are still emerging.

This report consists of: a detailed literature review; a brief analysis of the total
number of recipients of the benefits relating to the reforms, including proportions in
protected groups where feasible; and interviews with stakeholders, some of whom
have direct engagement with protected groups and who have conducted their own
assessments of the impact of the reforms. We have examined both the existing
evidence of impact and the likely impact of future changes planned until the end of
the current Conservative Government’s term of office in 2022.
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The impact of welfare reform and welfare-to-work programmes Executive summary

The main findings of the research examine the drivers of the reforms, their
implementation and the capacity to respond to them. They also cover the impact on
protected groups.

Our research shows that the reforms were backed by a clear strategy and set of
policies aimed at incentivising paid work over inactivity and reducing welfare
expenditure. They were also aimed at simplifying the welfare system. Over time, the
focus of the reform programme shifted towards a stronger focus on cost cutting
within the UK Government’s austerity agenda. Most importantly, while the original
objective of UC was to simplify the system and improve work incentives, by the time
of its national roll-out, it had become primarily a cost-saving measure.

Many of the likely impacts on protected groups were understood and others could
have been expected had a fuller assessment been carried out by the UK
Government before implementation. Most published equality impact assessments
(EIAs) merely detailed the proportion of existing claimants by protective group, rather
than conducting a more detailed exploration of possible financial and non-financial
impacts. The impacts could also have been better foreseen had it been
acknowledged that many individuals and households are affected by changes to a
range of benefits. Some equality groups, in particular disabled people and women
(especially as lone parents), are affected in this way. Future changes should
incorporate a cumulative impact assessment, as carried out in the related research
study by Portes and Reed (2018).

Employment growth overall has been extremely strong, and this means that
substantial numbers of people have moved from benefits to work. In some cases (for
example, lone parents) reforms are likely to have contributed to this outcome; in
others, particularly with regard to disability and incapacity benefits, movement from
benefits to work was much smaller than planned. Some reforms, for example, to
Council Tax Benefit, have entailed additional costs to the welfare system rather than
reducing expenditure. Our review has focused not on whether the reforms have
worked, but on their impact on protected groups, and we have gathered together a
large body of evidence on whether there has been a disproportionately adverse
effect on some groups. The research focused on those with protected

Equality and Human Rights Commission — www.equalityhumanrights.com
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The impact of welfare reform and welfare-to-work programmes Executive summary

characteristics, as defined by the Equality Act 2010, including age, disability, gender
reassignment, marriage and civil partnership, pregnancy and maternity, race, religion
and belief, sex and sexual orientation.

Overall, the impact of the reforms appears to be largely a result of their design, but
implementation has been a significant factor in some reforms. For example, there is
some evidence of a differential use of sanctions. There is also evidence that some of
the impacts of reforms to disability benefits have been caused by the assessment
process, which is sometimes so stressful that it has adversely affected the health
and wellbeing of claimants. This is most apparent in the literature on the Work
Capability Assessment (WCA) for applicants for Employment and Support Allowance
(ESA). Contributing factors include a lack of understanding by assessors of specific
conditions, especially those which fluctuate in their symptoms and severity, including
mental health.

There is also evidence of an impact resulting from the delivery model of some
benefits, in particular the move to single monthly payments in UC and payment via
one nominated account. These have a disproportionate impact on women as those
who most commonly manage household budgets.

Some of the adverse impacts of the reforms have resulted from the difficulties
experienced by people transitioning from discontinued legacy benefits to new ones,
and delays to payments. Examples include the change from Disability Living
Allowance (DLA) to Personal Independence Payment (PIP) and, again, UC. The
same applies to reforms around disability and work, with the impact of ESA largely
relating to the experience of the WCA, which is reported to exacerbate the conditions
of some benefit claimants. This impact has been explained as much by the process
of implementation as by the benefit change itself. The changeover to UC has also
caused financial difficulties and stress. Any period with a reduction in benefit leads to
greater dependence on family and charities, and evidence of this is particularly
strong in relation to disability benefit transitions and delays. It is also a consequence
of sanctioning.

Equality and Human Rights Commission — www.equalityhumanrights.com
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The impact of welfare reform and welfare-to-work programmes Executive summary

While we have not focused on whether the reforms achieved their intended aims,
there is mixed evidence on whether they have facilitated or encouraged a movement
into work. Overall, the evidence suggests that the impact of conditionality has varied.
Some groups are more likely than others to find work. These include: women
compared to men, and lone parents in particular; younger participants compared to
older ones; and those without health conditions and disabilities compared to those
with them. The evidence suggests the Work Programme has largely sought to
support transitions to work through a regime of conditionality and sanctions, and that
significant gaps have existed in the provision of personalised support for those
furthest away from the labour market. In particular, poor outcomes for groups
requiring the most specialist support (for example, ESA claimants), as well as
evidence of a lack of appropriate support and opportunities facilitated by the Work
Programme, suggest some significant reconsideration is required for the upcoming
Work and Health Programme.

There is evidence that increased conditionality, and the resultant increase in
sanctioning, has had many adverse impacts, including increased debt and
borrowing, destitution, increased homelessness and the use of foodbanks, all of
which have had implications for the physical and mental health of people. Some
individuals and families directly affected by reforms such as the benefit cap and the
‘bedroom tax’ face barriers in reducing their costs and in downsizing. These groups
include disabled people, pregnant women and new mothers. Some households
therefore have little choice but to ‘stay and pay’, thereby reducing spending on
essential and non-essential items. Moreover, the option to move is constrained by
the shortage of smaller properties available in some localities.

The reforms also created some perverse incentives; for example, UC in particular
has reduced incentives for second earners to work more than a small number of
hours. It is too early to assess UC’s impact on progression within work. However,
due to the weaker incentives for second earners, who are often female, concerns
have been expressed that the reform has a male breadwinner model that
discourages equal workplace participation within a household.

Equality and Human Rights Commission — www.equalityhumanrights.com
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The impact of welfare reform and welfare-to-work programmes Executive summary

Some reforms, for example UC, have winners and losers, but some have losers by
definition, for example the benefit cap, ‘bedroom tax’ and sanctioning. Moreover,
while some individuals and groups may be affected by only one or two reforms,
others will be affected by a wide range of them, and this can only be measured by a
cumulative impact assessment as carried out by Jonathan Portes and Howard Reed
(2018) in their separate report for the EHRC.

Our review finds evidence that the reforms have affected the income, living
standards and opportunities of a number of protected groups. The most affected
protected group is disabled people, driven largely by reforms targeting disability
benefits directly. Families with disabled adults and disabled children have faced the
largest financial loss in cash terms compared to any other household type. In
addition, the evidence demonstrates the negative and stressful experience of the PIP
application process.

In addition, there is a particularly strong adverse impact on lone parents and larger
families, including their children. The adverse impact on women is mainly driven by
the fact that women represent the vast majority of lone parents and receive a larger
proportion of their income from benefits and tax credits, and have therefore been
affected by cuts across the board. Meanwhile, the adverse impact on larger
households and their children is driven mainly by the decision to limit eligibility to tax
credits and UC to the first two children, as well as the benefit cap’s negative impact
on larger families.

There is evidence that those groups most affected were already the most
disadvantaged. Ethnic minorities have been affected disproportionately because of
existing higher rates of poverty and because of family size, for some groups, and
location. The impact on some ethnic minority groups may to some extent be
cushioned by lower rates of claiming benefits, yet under-claiming itself contributes to
poverty. There is also evidence of differential treatment of ethnic minority claimants
expressed in higher rates of sanctioning.

Sanctioning is another example of how the reforms have had most impact on more
disadvantaged claimants, who are less able to get interim support from family and
friends and have problems of addiction and homelessness. People with mental
health conditions have experienced higher rates of sanctioning, exacerbating their
existing problems.

Equality and Human Rights Commission — www.equalityhumanrights.com
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It is also apparent that people who fall into more than one protected group, for
example age and disability (older people and children), are more affected than
others by the reforms. Portes and Reed (2018) find that families with both a disabled
adult and at least one disabled child experience particularly large losses of income.

We have reviewed a large body of literature on the impact of the reforms and, while
we have found evidence of some protected groups affected in a number of ways, for
others there is little published evidence. The body of evidence relating to the impacts
on disabled people and families with children is reasonably strong, although gaps
exist in the types of impacts experienced. Groups for which there is little evidence
includes lesbian, gay, bisexual and transgender (LGBT) people, which reflects a
shortage of evidence more generally on their lives and experiences of services.
There is a shortage of evidence on the impact of the reforms on pregnant women
and new mothers, and on married people and civil partners. The protected
characteristic of religion and belief has also received relatively little attention,
although it is recognised that some groups will have been affected by reforms such
as the benefit cap because of larger family size. More evidence is therefore required
in relation to the following groups and experiences:
e the impact of the reforms according to sexual orientation and gender
reassignment, where there is almost no evidence at all
e the impact of reforms to Housing Benefit on the independence of young
people
e the ways in which young people seeking to enter or progress in the labour
market are affected, including by sanctioning and reliance on family members
e the longer-term outcomes of ESA applicants who are found ‘fit for work’ and
who may be neither in employment nor on benefits
o the wider impacts on pregnant women and new mothers beyond the effects of
specific benefits, and how this group fares in the welfare system at this critical
period in their lives
e the impacts by religion or belief
e the impacts by race; existing evidence is largely restricted to the benefit cap,
housing and family size

Equality and Human Rights Commission — www.equalityhumanrights.com
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the reasons for the lower rates of claiming among some black and ethnic
minority groups, which, while reducing the impact of some reforms,
exacerbate levels of poverty, disadvantage and vulnerability

the impact of the reforms on Gypsies and Travellers, who are an under-
researched group

whether, and in what ways, recent migrants from ethnic minorities have been
affected by the reforms

the ways in which marital status might affect access to benefits

how individuals and households that fall into two or more protected groups are
affected by the reforms and how specific configurations of intersectionality
increase impact.

We provide detailed evidence of the impact of the reforms and on particular
protected groups where this is available. However, there are some specific gaps in
evidence in relation to the impact of particular reforms:

For a number of benefit changes, including the benefit cap and Local Housing
Allowance, further evaluations could be beneficial to provide an updated
assessment of the impact of the reforms, and there is a particular need for
high-quality academic research, including in-depth qualitative studies, in order
to understand their impacts on protected groups.

There is a particular need for the Department for Work and Pensions to
provide an updated equality impact assessment (EIA) for UC, as the most
recent one was published in 2011 and is therefore based on outdated
assumptions about work allowance levels, taper rates, childcare support costs
etc.

It is necessary to understand how the reforms have a cumulative impact on
individuals, households and groups, as carried out in the related study by
Portes and Reed (2018).

More research is needed on how the reforms have different impacts on
specific protected groups by geographical location, because of differences in
labour and housing markets, among other factors.

The negative impacts, including on health and wellbeing from delays in
assessments and periods without benefits and support, are not fully

Equality and Human Rights Commission — www.equalityhumanrights.com
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understood. Research on the transition between benefits could help identify
ways in which the process could be improved.

e UC includes a number of features that discourage equal participation by
second earners (who are mostly women), and the impact in practice needs to
be understood.

e More research is required to ensure a better understanding of the impacts of
sanctioning. In particular, there is a need for much more evidence on the
impacts of sanctions in the longer term on income, work sustainability and the
range of exit destinations from benefits, as well as on the differential impact
on claimants by age, disability, gender and race.

We have provided evidence of some of the ways in which the reforms have affected
the equality and human rights of protected groups. Research has focused on the
financial implications of the reforms, especially the reduction in income (the principal
impact) experienced by individuals, families and equality groups. This has resulted in
reduced spending on essentials, including food and heating, as well as on non-
essential items. There is strong evidence that cuts in welfare and payment delays
are responsible for increased use of foodbanks.

There is a smaller body of evidence on other ways in which a fall in income affects
equality and human rights. However, there is evidence of impact on family life; for
example, in some cases, the bedroom tax has led to a loss of private space for
children for activities such as homework, with implications for their education as well
as for their wellbeing. There is evidence of impacts on health; for example, where
recipients are older or in poor health. Research has found particular impacts on
mental health for people affected by changes to disability benefits.

There has also been national and regional variation in impact. The Scottish and
Welsh Governments have reduced the impacts on their citizens in a number of ways,
including meeting the shortfall in Council Tax Benefit payments and using
Discretionary Housing Payments to eliminate the impact of the ‘bedroom tax’. At the
same time, some impacts have been felt more strongly in London and the South
East of England than elsewhere, in particular those relating to housing costs. These
impacts strongly indicate the importance of structural factors.

Our interviews with stakeholders identified a number of impacts that have received
relatively little attention in the published literature, but which they were aware of
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through close contact with protected groups. These impacts include the effects of
living on a reduced budget for people in a range of family types and circumstances.
Stakeholders were finding that cuts in state support have reduced levels of
independence among disabled people and increased their reliance on families and
charities.

In addition, stakeholders reported that low incomes were increasing the use of loans
by families and, consequently leading to problems of debt, stress and relationship
strain. Housing reforms, in encouraging relocation away from family support
networks, were also reported to be having an impact on the health and wellbeing of
those affected.

Finally, stakeholders identified a movement into poorly paid and insecure work, with
fluctuating hours, as a further consequence of the reforms, and this again has not
been examined in any detail in research on impacts. It is important to understand the
dynamics of movement into and out of work, and the structural barriers to reducing
dependence on state benefits. These clearly vary by locality, therefore potentially
introducing further variation in how protected groups are affected by welfare reforms.

We therefore conclude that future research on types of impact should aim to fill gaps
in data, knowledge and understanding of the following:

e the impact of the reforms on the daily lives of individuals and households
where there is a shortage of in-depth and robust research

e the impact of the reforms on decisions about where to live and the
consequences for people who relocate as a result of Housing Benefit changes
and the ‘bedroom tax’

e the experiences of people in protected groups, for example lone parents, who
move into insecure work as a result of benefit changes

e structural barriers in labour and housing markets that make it difficult for
people in protected groups to take action to lessen the impact of welfare
reforms. These include, for example, barriers for older people or disabled
people in relocating, transitioning into work or increasing hours in work as a
response to welfare reforms.

A number of the reforms are still to take effect or to have their full impact felt. These
include: the full roll-out of Universal Credit; the two-child limit on child benefits; and

in-work conditionality within UC. Expert stakeholders expressed the view that further
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reform may be constrained by the time and resources devoted to Brexit. Other
factors that might slow the pace of reform were seen as a change in public attitudes
towards welfare reform and opposition towards austerity. Furthermore, as the
European Union referendum outcome showed, some communities feel both left
behind and without support.

Some stakeholders also considered that the Grenfell Tower tragedy reinforced the
notion that public services, including social security, are failing communities. There is
a view that the current climate presents an opportunity to review the welfare reform
agenda.

Our review provides some guidance on how the negative impacts of reforms to
welfare and welfare-to-work might be reduced. Principally, this would involve simply
reversing some measures that have had most impact on the living standards and
welfare of protected groups. Priorities for such action should include the freeze on
benefits and Personal Independence Payments (PIP). Universal Credit should also
revert to its original intended design of simplifying the benefits system, aligning out-
of-work and in-work benefits, and making it easier to transition into employment.

Many of the likely impacts on protected groups were understood and others could
have been expected had a fuller assessment been carried out before
implementation. Most published EIAs merely detailed the proportion of existing
claimants by protected group, rather than conducting a more detailed exploration of
possible financial and non-financial impacts. Some protected groups, in particular
disabled people and women — especially as lone parents — are affected by changes
to a range of benefits. Future welfare reforms should incorporate a cumulative
impact assessment as carried out in the related research study by Portes and Reed.

Apart from redesigning some benefits and ending the more damaging measures, the
UK Government could reconsider welfare reforms in the light of evidence about the
disproportionate impact of the reforms on some protected groups. This should
include serious consideration of: how welfare and welfare-to-work policies can
actively support the equal participation of women and lone parents; how to ensure
that disabled people who are able to work have the support they need; and how to
ensure that disabled people and their families are adequately financially supported
when they cannot work.

A change in policy direction requires the use of evidence to review how people can
be supported into work in ways that do not involve benefit cuts, and their impacts. It
requires revising the theory of change behind the reforms — that economic inactivity
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is a lifestyle choice and that cutting support will facilitate movement into work. It also
requires acknowledging that structural, not just individual, barriers to work need to be
better understood and addressed. More generally, there is a case for reframing
welfare positively, as something needed by all sections of society at points in their
lifetime. At the same time, it could be regarded as a means to promote equality and
inclusion and to achieve an acceptable standard of living.
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Since 2010, the UK welfare system has experienced far-reaching changes. First
under the 2010-15 Conservative/Liberal Democrat Coalition Government, and then
under the Conservative Government first elected in May 2015, major welfare reforms
have been introduced. These range from high-level policy design, in terms of
eligibility and payments, to delivery and implementation. This has included: the
replacement of six key benefits with Universal Credit (UC); the introduction of an
intensified conditionality and the sanctioning regime, whereby claimants are required
to meet certain conditions or face losing benefits; and changes to assessment and
entitlement to incapacity and disability-related benefits. The changes to social
security and welfare-to-work were introduced gradually from the 2010 emergency
Budget, and some of the reforms, notably UC, have yet to be fully implemented.
Thus the context is an evolving one and the impacts of the reforms are still
emerging.

In May 2017, the National Institute of Economic and Social Research was
commissioned by the Equality and Human Rights Commission (EHRC) to carry out a
literature review of the impact of welfare reform and welfare-to-work programmes.
The review focuses on a selected number of welfare benefits and welfare-to-work
programmes. A particular aim is to examine the evidence about the ways in which
protected groups® and subsets of these, for example lone parents, have been
affected by these reforms. A further aim is to examine the gaps in the research
evidence, both for particular reforms and by protected characteristic.

This study was commissioned as part of a wider EHRC programme of research on
welfare. The research has been conducted in tandem with a cumulative impact
assessment (CIA) study by Jonathan Portes and Howard Reed (Portes and Reed,
2018) and the two projects have strongly influenced each other. It also built on
earlier work on CIA (Reed and Portes, 2014; EHRC, 2012; 2015).

! Protected characteristics, as defined by the Equality Act 2010, include age, disability, gender
reassignment, marriage and civil partnership, pregnancy and maternity, race, religion and belief, sex
and sexual orientation.
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The research for this report consists largely of a systematic literature review of the
UK-wide evidence covering the main reforms to welfare and welfare-to-work
programmes implemented in the UK from 2010 onwards. We complemented the
literature review with qualitative research involving 26 stakeholders in either one-to-
one interviews or a roundtable discussion held in October 2017. Findings from this
stage of the research are integrated into the report, providing context and
interpretation.

Literature searches were undertaken using a predetermined protocol and a wide
range of databases and search engines. This was supplemented by manual
searches of key organisations’ websites. Bibliographies of publications identified to
be relevant were also searched to ensure maximum coverage. Stakeholders also
sent us copies of relevant papers and reports.

The review covered published and unpublished literature from 2010 onwards. It
covered evidence from the entire UK as well as national evidence for Scotland
(where the term ‘social security’, rather than ‘welfare’, is used) and Wales. It also
included evidence of regional impacts in England. Sources included published
guantitative and qualitative analyses of recent and planned welfare and welfare
reform in the form of academic papers, reports produced for government
departments, agencies and stakeholder bodies, papers by research teams in
universities, research institutes and think tanks. It also included impact assessments.
We found 2,498 sources in our initial sift based on title and abstract, and determined
by occurrence of keywords listed in the scoping protocol.

A two-stage sift process was followed, with the first sift assessing relevance
specifically to recent welfare reform and government spending decisions, and to
specific protected characteristics where appropriate. The second sift involved an
assessment of relevance and quality. This included whether the methods were
appropriate and reliable, the data of good quality and findings reliable and credible.
Papers not meeting good standards in this respect were not necessarily excluded,
but our assessment of evidence took into account the quality of data. Throughout the
scoping and review stage we looked for gaps in evidence relating to the reforms, to
protected groups, or to a combination of both. Our final review included
approximately 400 sources.
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As part of the review, we also used Department for Work and Pensions
administrative data and the Family Resources Survey (FRS)? to show the
characteristics of claimants of the key benefits covered by the report. The purpose of
this was to understand more about the potential impact of specific reforms on
protected groups.

Results are also provided by number of children in the household. Data were
sourced from the most recent FRS, 2015-16. Data on gender reassignment, sexual
orientation and religion or belief is not held by the FRS. This is a contributing factor
to current gaps in evidence.

The research included interviews with selected stakeholders representing a range of
interests in welfare reforms and protected groups. We carried out 14 one-to-one
interviews with academics, journalists and representatives of stakeholder
organisations. We also hosted a roundtable discussion attended by 12 participants.
As we explain in Chapter 2, the purpose of the interviews and the roundtable event
was to ascertain the policy reasons for new welfare benefits or welfare-to-work
programmes introduced since 2010, interviewees’ assessment of their impact to
date, and possible further impact up to 2022. They were therefore aimed at collecting
contextual and explanatory data as well as identifying any sources of evidence that
could be used in the review.

The one-to-one interviews were carried out by telephone and took up to an hour.
They were semi-structured to take account of the varying expertise of interviewees.
However, a topic guide was used, with sections covering the reforms and their
drivers, impacts and the future of welfare reform. The roundtable event was also
structured around a topic guide covering similar ground but with a stronger focus on
drivers and impacts on the equality and human rights of protected groups. The
discussion was two hours in duration and took place in October 2017 at King’s
College London.

All interviews and the roundtable discussion were recorded digitally and transcribed
verbatim. They were then analysed using a social research framework approach.
This involved drawing themes and messages from the interview transcripts and
coding them into a framework structured according to the sections of the topic guide.
This approach allowed for the variety of impacts to be identified and also for some
common themes in the drivers and impacts to be tracked. Findings from the

> The FRS is a continuous government survey that collects information on a representative sample of
private households in the UK.
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stakeholder interviews and roundtable were then written up as a separate chapter,
but also informed other chapters of the report, in particular the discussion and
conclusions.

The findings of the research are presented in four sections. The first section
(Chapter 2) outlines the findings from the stakeholder consultation. The second
section (Chapters 3-15) then examine the evidence in turn for the following areas of
welfare reform:

e benefit cap

e Carer’s Allowance

e Council Tax Benefit

o Disability Living Allowance/Personal Independence Payment

e Employment and Support Allowance

e sanctioning

e the Spare Room Subsidy

e tax credits

e Winter Fuel Payment

e Universal Credit

e the Work Programme

e Lone Parent Obligations

e Local Housing Allowance.

A brief description of the nature and implementation of reform is provided for each
area, alongside data on the total number of recipients, as well as the proportions of
each protected group, where feasible. The evidence identified by our review is then
presented. This includes an exploration of overall impact, national and regional
impacts (where relevant), as well as the impact on each relevant protected group.

In accordance with the evidence, we focus on social and economic impacts,
including barriers to access, opportunities for employment, household
income/standard of living, food poverty, fuel poverty, access to housing, social
inclusion and human rights. For each area of reform, we also establish the strength
and quality of the evidence base to identify evidence gaps, providing
recommendations for further research.
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The third section (Chapter 16) presents the evidence on the impact of welfare
reforms by protected group. For each protected characteristic, we provide a
description of overall impact, as well as that relating to specific reforms.

The final section (Chapter 17) outlines the conclusions of the research and the gaps
in the evidence, and provides recommendations for further research.
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To supplement the literature review, the research included interviews with selected
stakeholders representing a range of interests in welfare reforms and protected
groups. We carried out 14 one-to-one interviews with academics, journalists and
representatives of stakeholder organisations including Gingerbread, Child Poverty
Action Group, Age UK, Just Fair, Disability Benefits Consortium, Race Equality
Foundation and the Runnymede Trust. We also hosted a roundtable discussion in
London on 31 October 2017, which was attended by 13 participants. While many of
the participants in either the interviews or roundtable were academics, journalists or
from stakeholder organisations, we also included the perspective of a range of policy
makers from the Scottish and Welsh Governments, the Department for Work and
Pensions (DWP) and Her Majesty’s Treasury (HMT). We approached a number of
senior politicians from the current and former governments. Most of those
approached declined to participate but one senior politician did take part.

The aim of the interviews was to ascertain the policy reasons for new welfare
benefits or welfare-to-work programmes introduced since 2010 as well as the
interviewee’s assessment of their impact to date. A further purpose was to gain
perspectives on the expected impact of reforms up to 2022. The roundtable
discussion focused on trends in welfare reform, the drivers and principles that have
operated since 2010, and their impacts on protected groups. As with the interviews,
the stakeholder roundtable discussed the future of welfare reform and how any
negative impacts might be reduced. Both the interviews and roundtable event were
also aimed at identifying any sources of evidence that the literature search had not
found.

This chapter summarises the findings of both aspects of the stakeholder research. In
order to protect the confidentiality of the process, contributions of all participants in
the research have been anonymised.
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A range of views were given by stakeholders, both in the one-to-one interviews and
the roundtable. However, there was a strong consensus on some of the issues
discussed, principally in relation to the drivers of the reforms. Most stakeholders
identified two main drivers to the reforms: first, to incentivise paid work over
inactivity; and second, to reduce welfare expenditure. Each of these was seen to
comprise a number of elements and perspectives on welfare. On the first driver,
work was conceptualised as a route out of poverty and unemployment, and inactivity
seen as a choice for some individuals. It was therefore supported by a rhetoric that
made use of such terms as ‘strivers vs skivers’. An emphasis was placed on
individual rather than structural barriers to work, such as local labour market
characteristics, and brought the capacity of disabled people into view. The emphasis
on individual responsibility was seen to drive increased conditionality around benefits
and the use of sanctions.

The second driver identified by many stakeholders encompassed the belief that the
welfare system had become unaffordable and, as well as being reduced in size,
needed to be refocused on people who need and deserve it. It was believed that the
Conservative/Liberal Democrat Coalition Government was concerned that the costs
of the welfare system were too high, and rising. Some stakeholders with close links
to government reported the view that housing costs were seen to be particularly
large and that housing benefit needed to be cut. Stakeholders with an interest in
disability were aware of the view from government that payments to people with
disabilities and health conditions were too large, and dis-incentivised work.

Some stakeholders considered many of the reforms fitted either one or both of these
objectives. They also argued that some reforms were driven more by ideology than
having a basis in fact. For example, reforms affecting larger households were seen
as being informed by the view that some individuals have children in the expectation
of state support. Some considered the impetus behind the Spare Room Subsidy (the
‘bedroom tax’) was a view from coalition politicians, and Conservatives in particular,
that welfare recipients were over-occupying high-value housing. These two drivers
were expressed in the following way by a member of the House of Commons Work
and Pensions Select Committee interviewed for the research:

‘The philosophy behind it all is very straightforward, which is in 2010 we
had a simply unaffordable welfare state that was increasing by the year
enormously. It was dis-incentivising people from working because it was
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easier to live off an alternative lifestyle that provided for benefits of literally
limitless amounts. There’s a limit to the amount of money you’ve got and
you need to focus it on the people who most need it and most deserve it.’

A further driver, expressed particularly in the design of Universal Credit, was the
need to reduce the complexity of the welfare system. Introduced at the 2010
Conservative Party conference as bringing ‘fairness and simplicity’ to the British
system of social security (BBC News, 2010), it sought both to reduce and align the
number of out-of-work and in-work benefits in order to facilitate movement into work.

While the two drivers were considered to work in tandem initially, some stakeholders
argued that reducing expenditure on welfare gradually took on a much stronger
significance with successive cuts to public expenditure being introduced by George
Osborne as Chancellor of the Exchequer between 2010 and 2016. Austerity and cuts
in benefits were presented as a necessity rather than a choice. In relation to
Universal Credit, the budget was cut by reducing the working income allowance and
removing other premium payments, making it a significantly different programme to
its original design. A stronger emphasis on in-work benefits also emerged over the
period 2010-15 and particularly from 2015 onwards, including through in-work
conditionality requirements in Universal Credit. More generally, the programme of
reform was driven by cost cutting, making some elements, for example support to
disabled people, difficult to deliver. Some stakeholders also suggested that the
expenditure cuts were politically driven by George Osborne’s desire to change the
direction of welfare reform under the previous Labour Government. They argued that
he did so in the knowledge of the likely impact on poverty.

Changes to welfare and welfare-to-work were introduced progressively from 2010 by
the Coalition Government and continued under the Conservative Government from
2015 (Portes and Reed, 2018). They were driven by a set of goals and a strategy in
relation to welfare and welfare-to-work. From the outset, the 2010 emergency
Budget and the Autumn Statement set out reduced government spending, especially
in the areas of social housing, childcare and all benefits with the exception of
pensions (Taylor-Gooby, 2012). It was the view of most stakeholders that the
reforms were also driven by a policy agenda around work and the role of the welfare
state. It was also stated that the reforms have affected people in work and on low
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incomes, as well as those who are unemployed or unable to work. Moreover,
stakeholders were also in agreement that, while affecting many, the impact of the
reforms is much greater on some households than on others.

A number of stakeholders considered that the main drivers to welfare reforms,
particularly those introduced between 2010 and 2015, were rooted to some extent in
theories of welfare, in particular those expressed through the work of the Centre for
Social Justice (CSJ), set up by lain Duncan Smith, a former Conservative Party
leader, in 2004 (see, for example, CSJ, 2009). These included a desire to help move
people out of poverty and into work and to reduce social exclusion, combined with a
critigue of a cumbersome welfare system and welfare state. Some stakeholders
viewed this as a strong driver of reform, which aligned closely with wider
Conservative thinking, but was to some degree accepted by the Liberal Democrat
members of the Coalition Government. Subsequently, however, from around 2012,
the dominant motive became the aim to cut costs and reduce levels of support. This
approach was viewed as driving most of the reforms since 2012.

A number of stakeholders also remarked that some reforms introduced from 2010
had their roots in the previous Labour Government led by Tony Blair (1997-07) and
Gordon Brown (2007-10). Under Labour, people with long-term health conditions
and disabilities had been transferred from Incapacity Benefit to Employment and
Support Allowance, a process involving some degree of conditionality (see Newman,
2010). The Labour Government also extended conditionality to lone parents with
younger children. The stakeholders saw the policy emphasis as one of support for
transitions into work and on achieving sustainable work rather than employment of
any kind. The wider political emphasis was also on child poverty and on raising living
standards more widely rather than on addressing family instability and workless
households.

When asked about specific areas of welfare policy and welfare-to-work since 2010, a
number of stakeholders identified disability benefits as an area most targeted for
reform, in particular long-term sickness and disability benefits. The reforms generally
singled out as having greatest impact were the introduction of the Work Capability
Assessment (WCA) for Employment and Support Allowance (ESA) and the change
from Disability Living Allowance (DLA) to Personal Independence Payment (PIP).
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Some stakeholders considered that housing was the other specific benefit area most
targeted for reform. Specific reforms comprised the cap on benefits, the Spare Room
Subsidy or ‘bedroom’ tax, and changes to Local Housing Allowance (see Chapters 3,
9 and 15).

Support for families was also seen as an area targeted for reform, with changes to
Child Tax Credit, support for childcare and a freeze on child benefits. Some
stakeholders saw these reforms as targeted at working families rather than those
claiming out-of-work benefits.

In-work benefits were identified by a number of stakeholders as a later target for
reform, particularly from 2015, with changes to tax credits and to in-work benefits
within Universal Credit.

More generally, as we discuss later, many stakeholders saw the aims of the reforms
were to reduce access to benefits and levels of financial support. They cited as
evidence the benefit caps introduced from 2013 and the freeze on a range of
benefits. Some stakeholders also cited increased conditionality and the application of
sanctions.

There was broad agreement that benefits relating to pensions have been less
targeted for reform than other welfare areas.

Stakeholders were asked which protected groups were most affected by welfare
reforms, what impacts these reforms had had and whether these impacts were
intended.

Stakeholders generally agreed that disabled people have been affected by the
reforms to a greater extent than any other protected group. It was argued that
changes in benefits and support have been far-reaching and include increased
conditionality for disabled people considered to be able, or to have ‘capacity’, to work
through ESA, and the change from DLA to PIP. Caps on benefits have also resulted
in a further impact on households where there is a disabled person or when family
members are in a caring role.
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Some stakeholders considered that women had experienced a greater impact from
the reforms and cuts in welfare expenditure than men. These impacts were partly felt
through reforms affecting lone parents, 90% of whom are women (Office for National
Statistics, 2017d: Table 1). Conditionality in relation to out-of-work benefits was
extended during this period but changes to ‘earnings disregards’ for lone parents
(which determine how much benefit individuals keep or lose as their earnings
increase) were thought to have a bigger impact. At the same time, women were
thought by some stakeholders to be more affected than men by rules relating to
second earners within Universal Credit that allow a smaller disregard of earnings and
therefore, perhaps unintentionally, discourage full-time work.

Some stakeholders, including from race equality bodies, considered that larger
families were affected disproportionately and that this had an impact on some ethnic
minority groups in particular. Reforms to tax credits and the benefit cap were cited as
having a particular impact on larger families, primarily from 2015 onwards. Black and
ethnic minority families are also more likely to live in the private rented sector and in
larger towns and cities, and therefore are more affected by reductions in housing
benefits (see Chapter 15).

There was general agreement among stakeholders that pensioners have been
affected less by welfare reforms than other groups. However, their living standards
have been affected by cuts elsewhere, and local authority expenditure in particular.
At the other end of the age spectrum, young people were seen as affected by cuts to
welfare through increased conditionality and sanctioning, which makes them more
reliant on family and friends for support for their basic needs. Children were also
generally seen to be affected by the cuts through reduced family income and
housing support.

A number of stakeholders who represented protected groups, or who had
researched the reforms or cuts, identified a wide range of impacts on protected
groups. The most immediate and visible impact was reduced income and a lowering
of living standards. They argued that, given already low levels of benefit payments to
unemployed and economically inactive people and their families, this has resulted in
difficulty in affording essential items such as food and heating. Impacts had been felt
on health, wellbeing and quality of life more generally. Some stakeholders referred to
impacts on children, for example that families are not able to take holidays, pay for

after-school activities, and generally are less able to participate in social activities. It
Equality and Human Rights Commission — www.equalityhumanrights.com

Published: March 2018 30



http://www.equalityhumanrights.com/

The impact of welfare reform and welfare-to-work programmes Stakeholder consultation

was suggested that as they had less money to spend on food, parents were making
increasing use of foodbanks and also skipping meals to save money. Evidence for
impacts such as foodbank use is included in Chapter 8, and is largely from small-
scale qualitative research. Some stakeholders in charities working closely with
protected groups said that these impacts were experienced increasingly by working
families as well as by those where adult members were unemployed or economically
inactive.

Stakeholders who had looked at the impact of the reforms on disabled people
argued that levels of independence had been reduced, with disabled people
increasingly reliant on their families for support and for funds. It was suggested that
experiences of assessment for work capability and for PIP were sometimes highly
stressful, and had an adverse impact on wellbeing regardless of whether the
assessment resulted in the required level of support. It was argued that reduced
support for disabled people was increasing reliance on other family members and
reducing, rather than increasing, independence. Some evidence for this can be
found in Chapter 6. Similarly, sanctioning rates among young people had increased
their reliance on family members who were often on low incomes themselves. Some
stakeholders also noted that families experiencing reduced income through benefit
cuts had made increasing use of loans, leading to problems of debt. All of these
impacts had increased levels of stress within families and led to relationship strain.
These impacts have been reported more by journalists than by researchers,
reflecting evidence gaps noted in Chapter 17.

Some stakeholders reported that housing benefit reforms and caps had resulted in
housing insecurity, evictions and overcrowding, with implications for physical and
mental health. These changes had also resulted in a relocation of families away from
their support networks, again affecting their health and wellbeing.

A number of stakeholders noted that increased conditionality had increased rates of
entry into work (see Chapter 8). However, some also argued that it had led to some
individuals moving into low-paid, poor-quality and insecure work. Therefore it was
argued that poverty was increasingly found among working families rather than just
in unemployed or economically inactive households. Some stakeholders
acknowledged that Universal Credit had increased financial incentives for working.

Stakeholders from national governments were able to talk about how they had
mitigated or reduced the impact of welfare and social security reforms. For example,
both the Scottish and Welsh Governments mitigated the Spare Room Subsidy

through making Discretionary Housing Payments. The Scottish Government also
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chose not to pass on the 10% cut in Council Tax Support. Regional mitigating action
was also noted, with a number of stakeholders reporting that support for disabled
people provided by local authorities across the UK has also lessened the impact, to
varying degrees. Charities have provided a safety net through foodbanks and
services offering advice and support.

Stakeholders were asked about the extent to which the negative impacts of welfare
reform have been a consequence of their design or their implementation. They
generally agreed that in most cases the design of the reforms, for example the
benefit cap and freeze on benefits, had an impact almost regardless of its
implementation. However, some types of benefits, in particular disability benefits,
involved decisions about eligibility or levels of support. Some stakeholders also
pointed out that assessors did not always have adequate knowledge of claimants’
conditions to make a fair and accurate assessment. This undermined the aim of
personalisation in assessments (see Chapters 6 and 7). Sanctioning was also an
area in which implementation decisions affected eligibility and payments. There is
some evidence that Jobcentre Plus was encouraged to increase levels of
sanctioning by lain Duncan Smith, or even given targets, but participants at the
roundtable event agreed that evidence was not clear.

Stakeholders were asked whether they thought the consequences of the reforms
were anticipated and understood. The general view was that they were, and that
impact assessments were made for each benefit change that identified what these
were likely to be. However, the longer-term impacts of the reforms were not taken
into account, with the focus on the immediate savings to be made. It was generally
argued that sufficient evidence was made available by stakeholder organisations,
journalists and researchers but was not taken into account. In addition, the
combined, or cumulative, impact of the range of changes that an individual and
family may experience was not understood, since such calculations were not made.

Most stakeholders expressed the view that the reforms were backed by a clear
strategy and set of policies aimed at incentivising paid work over economic inactivity
and reducing welfare expenditure. There was a general consensus that, over time,
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the focus of the reform programme shifted towards a stronger focus on cost cutting
within the Government’s austerity agenda. There was also general agreement
among stakeholders that the impact of the reforms is largely a result of their design,
but implementation has been a significant factor in some reforms. For example, there
is some evidence of differential use of sanctions. Stakeholders with an interest in
disability talked of the assessment process for disability and welfare-to-work benefits
being stressful to the extent of affecting the health and wellbeing of claimants.

Stakeholders identified a number of impacts that have received relatively little
attention in published literature, but which they were aware of through close contact
with protected groups. These impacts include the actual effects of living on a
reduced budget. For families with children these include not being able to afford
holidays, after-school clubs and social activities as a family. Disability stakeholders
also reported that cuts in state support have reduced levels of independence among
disabled people and increased their reliance on families and charities. Stakeholders
reported increased use of loans and levels of debt across groups affected by the
reforms, resulting in impacts such as stress and relationship strain. By encouraging
relocation away from family support networks, housing reforms were also reported to
be impacting on the health and wellbeing of those affected.

Some stakeholders identified movement into poorly paid and insecure work as a
further consequence of the reforms, and this again has not been examined in any
detail in research on impacts. Some stakeholders, particularly academics, talked of
regional disparities and impacts, which have been given insufficient consideration in
the literature.

Stakeholders involved in the research commented that a number of the reforms are
still to take effect or to have their impact felt. At the same time, few new reforms
were envisaged and the period was seen as one of implementation and embedding
of existing reforms. We discuss stakeholders’ views on the future of welfare reform in
the concluding section of this report.
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In April 2013, the UK Government introduced a cap on the total amount of benefits
that households could receive. The benefit cap applies (or applied in the past) to the
following benefits: Bereavement Allowance, Child Benefit, Child Tax Credit,
Employment and Support Allowance (except those on the support component),
Housing Benefit, Incapacity Benefit, Income Support, Jobseeker’s Allowance,
Maternity Allowance, Severe Disablement Allowance, Widowed Parent’s Allowance
and Universal Credit (except for those who have had a Work Capability Assessment
and are not fit for work).® The benefit cap applies to out-of-work, working-age
households. There are some exemptions, which are mainly related to disability.

The stated aim of the benefit cap was to improve work incentives, introduce greater
fairness for taxpayers in employment and deliver financial savings (DWP, 2012b).
The first benefit cap was fully rolled out nationally by September 2013 and capped
total household benefit payments at £500 per week for a family (£26,000 per year)
and £350 per week for a single person with no children (£18,200 per year).
Households with income from benefits in excess of those thresholds would
experience a reduction in their Housing Benefit entitlement. As Table 3.1 shows,
from November 2016 a tiered approach was introduced, in which the benefit cap was
lowered for families to £23,000 in London (£15,410 for singles) and £20,000 for
families outside London (£13,400 for singles).

% Until November 2016, the benefit cap also applied to Carer’s Allowance and Guardian’s Allowance.
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Single Family
Per year Per week Per year Per week

(£) (£) (£) (£)
2013 benefit
cap
GB 18,200 350 26,000 500
2016 benefit
cap
London 15,410 300 23,000 440
Rest of GB 13,400 260 20,000 380

Source: Kennedy et al. (2016).

The Government published an equality impact assessment (EIA) on the first benefit
cap in July 2012, as well as one on the reduced benefit cap in 2016. In addition, the
Department for Work and Pensions (DWP) published an equality analysis for the
draft Universal Credit (Benefit Cap Earnings Exception) Amendment Regulations
2017, which contained some further information on protected groups.

In addition, we have examined the wider literature, including the reports that formed
part of the official government evaluation of the first year of the benefit cap,
published in 2014 (DWP, 2014b). While the EIAs estimate the number of capped
claimants in the absence of ‘behavioural responses’, the wider literature also
explores to what extent capped households take actions to avoid the cap. These
actions include transitioning into employment, moving to lower rent areas and
making claims for disability-related benefits.

It should be noted that the majority of the reviewed literature examines the impact of
the higher 2013 benefit cap, while the subsequent lowering of the benefit cap in 2016
is yet to be thoroughly explored. Its differential effects are nevertheless fairly clearly
understood. While the 2013 cap almost exclusively affected families with a large
number of children and/or very high rents, particularly those in London, the 2016

Equality and Human Rights Commission — www.equalityhumanrights.com
Published: March 2018 35



http://www.equalityhumanrights.com/

The impact of welfare reform and welfare-to-work programmes Benefit cap

lower cap has had a wider impact on other areas of the country as well as on some
smaller families.

The following sections contain charts based on an analysis of the most recently
available (August 2017) benefit claimant data from DWP’s Stat-Xplore. They detail
the number of households affected by the benefit cap, and their average capping
level. Charts are included for age, gender and household type (including lone
parents and number of children). The DWP does not currently collect data on the
disability status,* gender identity, race, sexual orientation or religion/belief of
individuals within capped households.

Compared to other welfare reforms, a relatively small minority of families are affected
by the benefit cap, though some of those face substantial financial losses. The
Government’s 2016 equality impact assessment estimated that, in the absence of
any ‘behavioural responses’ from claimants, 88,000 households would be affected
by the lower benefit cap, compared to around 20,000 under the 2013 higher benefit
cap. The average financial impact was estimated at £60 per week (median £49 per
week), though this figure masked substantial variations in financial impacts, with
some families facing substantial losses in benefit entittements (DWP, 2016).

The actual DWP benefit claimant data shows that 68,265 households were capped
in August 2017, up from around 20,000 before the lowering of the cap (Figure 3.1).
Thus the data clearly reveals the impact of the introduction of the new lower benefit
cap.

The DWP published a quantitative analysis on the transitions into work resulting from
the benefit cap, and concluded that capped households were 41% more likely to
enter tax credits (used as a proxy for transitions into employment) than a similar
uncapped household (DWP, 2014a). However, the Institute for Fiscal Studies (IFS)
argued that this overstated the employment impact, citing a study of claimants that
showed that only 5% of claimants moved onto Working Tax Credit as a direct result
of the cap (Emmerson and Joyce, 2014).

In a further analysis, IFS concluded that the majority of those affected by the benefit
cap will not respond by transitioning into work, relocating, or starting to claim a

* Households in receipt of disability-related benefits are exempt from the benefit cap.
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disability benefit. Instead, the main mitigating factor is Discretionary Housing
Payments (DHPs) paid at the discretion of local authorities to tenants struggling to
pay rent. About 40% of those affected by benefit cap have received DHPs (Hood and
Joyce, 2016). For the last financial year (2016—-17), 18% of DHPs (a total of £29.7

million) were awarded to mitigate the impact of reductions in Housing Benefit due to
the benefit cap (DWP, 2017e).
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Source: DWP Stat-Xplore (August 2017).

The pre-2016 benefit cap overwhelmingly affected households in London claiming
large sums of Housing Benefit due to high rent levels (Beatty and Fothergill, 2016a;
DWP, 2012b). The original 2012 EIA of the pre-2016 benefit cap estimated that
around 49% of those affected would be based in Greater London (DWP, 2012a).
Similarly, based on the outturn to March 2016, a study on the regional impacts of
welfare reforms found that 13,000 (46%) of affected households were based in
London, with a substantially higher financial loss per working-age adult compared to
the rest of the country (Beatty and Fothergill, 2016a).

The post-2016 benefit cap adopts a ‘tiered approach’, in which a higher cap of
£23,000 in London results in a more equitable distribution of capped cases, with
around 19,000 (22%) estimated to be in London (DWP, 2016). Beatty and Fothergill
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(2016a) estimated the anticipated impact in 2020-21 and found a similarly more
equitable distribution of capped households, with 24% in London and with similar
losses per working-age adult across English regions. Citizens Advice Scotland
estimated in 2016 that 3,642 households in Scotland would have their housing
support capped as a result of the lowering of the cap. Lone parents with three or

more children made up 57% of those affected (Gowans, 2017).

The actual number of capped households by region is shown in Figure 3.2.
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The age distribution of capped claimants is broadly similar under the 2013 and 2016
caps. The 2016 EIA suggests that around 79% (80% in 2012 EIA) of capped
claimants will be aged 25—-44, with most of the remaining aged 45 or over. Under-25s
tend to receive fewer benefit payments and are less likely to have children, making

them unlikely to be impacted. The cap only applies to working-age claimants and will

therefore not affect those who have reached the qualifying age for Pension Credit

(DWP, 2012a; 2016).
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The most recent figures show that the number of capped households stood at
68,247 in August 2017. Of these, 82% (55,773) of households’ main claimants were
aged 25-44 (Figure 3.3).

Figure 3.3 Number of households affected by the benefit cap and mean
amount capped, by age of main claimant
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In a longitudinal survey of capped claimants commissioned by the DWP (Finlay and
Hill, 2014), there were a number of age-related findings regarding claimants’
responses to the 2013 benefit cap. In particular, respondents aged under 35 were
more likely to say they had taken no action in response to their benefit being capped.

Regarding employment transitions as a possible response to being capped, the

survey found that poor health was more often cited as a barrier to work among older

respondents aged 45 or over. In addition, those aged 45 or over were also more

likely to say that they had not done anything to overcome the barriers to employment
and to say they had made ‘no progress at all’ in overcoming those barriers (Finlay
and Hill, 2014).

Children

The evidence strongly suggests that the benefit cap has had a disproportionate

impact on children, due to the impact being concentrated on families with dependent

children and particularly on larger families. Under the 2013 cap, more than half of
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Benefit cap

capped households had at least four children (Hood and Joyce, 2016). The new cap
has widened the impact to include an increasing number of smaller families,
although the most recent DWP claimant data shows that among those households
affected by the benefit cap, 74% (50,494) had three children or more (Figure 3.4).

Citizens Advice Scotland has estimated that 57% of those affected are lone parent

households with three or more children, amounting to 11,050 children (Gowans,

2017).
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Figure 3.4 also shows that larger families (with more children) incurred substantially
larger financial losses than the average. This is consistent with an analysis by the
Child Poverty Action Group (CPAG), which estimates that a family with two children
would lose on average £130 per year under the Universal Credit system as a result
of the benefit cap; a family with three children would on average lose £460 per year,
and a family with four or more children would on average lose £1,200 per year

(Tucker, 2017).

From the DWP data, it can be calculated that 83,026 adults and at least 205,148
children® are currently affected by the benefit cap (authors’ calculations). Similar

® 1,697 households with six children or more are affected by the benefit cap. The estimate assumes
that these households contain six children, as the data does not provide further breakdown into the

number of children in each household.
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calculations have also been done in the wider literature to illustrate the
disproportionate impact on children (The Children's Society, 2013). Based on an
analysis of the 2013 benefit cap and on Office for National Statistics (ONS)
population estimates, The Children’s Society (2013) calculates the proportion of
adults and children affected as a percentage of the population. Using the updated
figures, The Children’s Society’s calculation would show that 0.21% of adults aged
18-64 and 1.57% of children aged 0—-17 are now affected by the benefit cap,
meaning that children are around 7.5 times more likely than adults to be affected.

Action for Children sent Freedom of Information (FOI) requests to English local
authorities in 2013, asking them to identify the number of children affected by the
benefit cap, and how many of these children were in need. This was defined as
those who had been referred to their local council and found to be in need of
services such as family support or social care, typically due to being at risk of abuse
or neglect, or because the child was disabled. While 75% of authorities were able to
state the number of affected children, only 10% were able to provide estimates for
the number of children in need, leading Action for Children to conclude that no
reliable data on the extent to which vulnerable children were affected by the benefit
cap existed (Rennison, 2014).

Both the 2012 and 2016 EIAs found that women were disproportionately affected by
the benefit cap. The 2016 EIA suggests that around 66% (60% in the 2012 EIA) of
capped claimants are likely to be single females, but only around 13% (10% in 2012
EIA) will be single men (DWP, 2012b; 2017a). As the majority of affected households
will have children, most of the single claimants are likely to be lone parents. The
DWP estimates that around 61% of the caseload will be female lone parents (DWP,
2017a).

The most recent DWP benefit claimant data also demonstrates the impact on lone
parents, the great majority of whom are women. Of the 68,247 households affected
by the benefit cap, 78% (53,502) were single claimant households (Figure 3.5). Of all
these single claimant households, 90% (48,436) were female (Figure 3.6).
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Figure 3.5 Number of households affected by the benefit cap, by household
type
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Figure 3.6 Number of single claimant households affected by the benefit
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Other evidence also supports the finding that women are disproportionally affected.
This includes an analysis of Citizens Advice benefit cap caseload, of which 69%
were women (Citizens Advice, 2015a), and an Ipsos MORI survey where 80% of
affected respondents were women (Finlay and Hill, 2014).
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It should be noted that the EIA modelling estimates the impact in the absence of any
‘behavioural responses’ by claimants, while one of the stated policy objectives was
to increase work incentives. A DWP analysis of employment outcomes of capped
claimants under the 2013 cap found that lone parents were 4.9 percentage points
(51%) more likely to enter work after a year than similar uncapped households. In
London, this rose to 8.4 percentage points (70%) (DWP, 2014a).

Other studies show different results regarding women’s and lone parents’ transition
into work. In the second wave of their longitudinal Ipsos MORI survey of capped
claimants, Finlay and Hill (2014) found a statistically significantly lower proportion of
women than men who were no longer capped. In contrast, men were significantly
more likely to have entered work. Similarly, the survey found that lone parent families
were less likely to have made progress in overcoming barriers to employment (Finlay
and Hill, 2014). Furthermore, data from Citizens Advice Scotland suggests that only
20% of capped households moved into work (Gowans, 2017).

This survey identified one of the main barriers as the cost and availability of childcare
(Finlay and Hill, 2014). A qualitative study based on in-depth interviews with capped
claimants found that lone parents tended more often to cite the difficulties of fitting a
job around caring responsibilities than the costs of childcare. This study identified
some lone parents who had managed to increase hours or find work, often on a part-
time basis, and noted that those were more likely to have children aged four or over,
enabling them to fit work hours around school or nursery hours (Clarke, 2014).

In terms of living standards, the Ipsos MORI survey showed that lone parent
households were statistically significantly more likely than all respondents to have
reduced spending on essentials and non-essentials (Finlay and Hill, 2014).

Recipients of disability-related benefits are exempt from the benefit cap. This is in
recognition of the additional financial costs related to disability and the fact that
disabled people may have less scope to reduce spending patterns or make the
choice to return to work (DWP, 2012a; 2016). The exempt benefits include: Disability
Living Allowance (DLA) (or its replacement, Personal Independence Payment);
Attendance Allowance; Industrial Injuries Disablement Benefit; the support
component of Employment and Support Allowance; and the limited capability for
work-related activity element of Universal Credit. Under the new and lower benefit
cap, any household including a claimant entitled to Carer’s Allowance or Guardian’s
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Allowance, or the equivalent group under Universal Credit, is also exempt from the
benefit cap. This follows a high court judgment that failure to exclude unpaid carers
constituted a breach of Article 14 of the European Convention on Human Rights
(EHRC, 2016).

However, the DWP’s 2012 EIA acknowledges that being a recipient of a disability-
related benefit is only one potential way of defining disability. While Stat-Xplore does
not contain any data on the number of disabled claimants that are affected by the
benefit cap, the 2012 EIA uses a broader definition of disability in its internal
modelling, estimating that around half of affected households will contain somebody
who is ‘classed as disabled under the Equality Act’ (DWP, 2012a). Similarly, in the
Ipsos MORI survey of capped claimants, 40% self-reported a ‘limiting long-term
illness, health problem or disability’ in their household that did not entitle them to a
disability-related benefit that could exempt them from the cap (Finlay and Hill, 2014).

Particular problems may be experienced by self-reported, disabled, capped
claimants who are not entitled to claim disability-related benefits. Finlay and Hill
(2014) found that disabled claimants reported a lower inclination to seek work as a
response to the benefit cap, and those who did apply for jobs reported less success
in overcoming the barriers to finding work. As a result, in the second wave of the
survey, those with a self-reported limiting health problem or disability were
statistically significantly less likely to state that the reason they were no longer being
affected by the benefit cap was because they had found work (Finlay and Hill, 2014).

Regarding living standards, those who reported a self-defined limiting health problem
or disability were statistically significantly more likely to have spent less on essentials
as a response to the benefit cap (Finlay and Hill, 2014). In a qualitative study,
several of the families who reported particular difficulties discouraging them from
contemplating the logistics of moving to a lower-rent area as a response to being
capped, also reported experiences of ill health, seriously ill children, stress or other
family crises (Clarke, 2014).

Some claimants could respond to being capped by starting to claim a disability-
related benefit that the household, for whatever reason, had not claimed in the past
despite being entitled to it. An IFS report in 2014 noted that of the 79,000
households that had been capped since the policy’s introduction, 12,000 had
become exempt due to a new disability benefit claim. The authors argued that at
least some new claims could have been a direct result of them being capped rather
than a result of a new disability (Emmerson and Joyce, 2014).
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There is some indicative evidence that this has happened in some cases. For
instance, in a case study examining how local authorities had worked with capped
claimants, Clarke and Williams (2014) found that some households reported having
a child eligible for DLA, but only started claiming to avoid the benefit cap. Similarly,
Finlay and Hill’'s survey of capped claimants showed that around 49% of those who
reported a ‘limiting health problem or disability’ were no longer affected in the second
wave of the survey as they had started to receive other benefits, which exempted
them from the cap (Finlay and Hill, 2014).

The evidence suggests that ethnic minority households are disproportionately
impacted by the benefit cap. The 2012 EIA estimated that 40% of affected
households would contain someone from an ethnic minority, compared to only 17%
of Jobseeker’s Allowance claimants (DWP, 2012a). Finlay and Hill (2014) found that
37% of sampled households under the 2013 cap were from an ethnic minority
background. Similarly, an analysis of Citizens Advice caseload showed that 37% of
clients in England who had sought advice about the benefit cap were from an ethnic
minority background, more than twice the ethnic minority share of the overall
population (14%) (Citizens Advice, 2015a). Unfortunately, the 2016 EIA did not seek
to quantify the number of ethnic minority capped households due to ‘unreliability of
the recording of ethnicity in benefits administrative data’ (DWP, 2016).

The literature highlights two factors to explain the disproportionate impact on ethnic
minority claimants. Firstly, there is a greater impact on larger families, which implies
that those ethnic groups with larger family sizes on average are more likely to be
affected. The EIA cites ONS statistics showing that Bangladeshi, Pakistani and
Indian households are generally larger than any other ethnic group (DWP, 2012a).

Secondly, a larger proportion of affected claimants are in London, which has an
ethnically diverse population, and these claimants also incur a substantially higher
cash loss compared to claimants in the rest of the country due to higher housing
costs (Beatty and Fothergill, 2016a; DWP, 2012a; 2016). However, the 2016 benefit
cap adopts a ‘tiered approach’ with a higher cap for London households. This has
resulted in a more equitable distribution of capped households, with only
approximately 22% of the caseload being in London, compared to around half under
the 2013 cap (Beatty and Fothergill, 2016a; DWP, 2012a; 2016). This could lead to a
smaller impact on ethnic minority households (DWP, 2016). Due to the higher

proportion of ethnic minorities in London, the 2016 benefit cap could therefore lead
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to a smaller impact on this group relative to other groups, though the absolute
number of affected ethnic minority households will be larger (DWP, 2016).

There is some evidence that ethnic minority households respond differently to other
households to being capped. A qualitative research report identified that a number of
affected claimants in higher rent areas had chosen to stay in their accommodation
despite being capped. Some of these included immigrants with little knowledge of
other parts of the country, who were keen to stay in their local communities and
close to family and friends with whom they shared a common language and culture
(Clarke, 2014). However, there is also evidence that ethnic minority claimants
responded more positively by moving into work. Finlay and Hill (2014) found that
those from an ethnic minority background were more likely to have looked for work,
and subsequently report having made ‘a great deal’ of progress in overcoming the
barriers to work. In an analysis of the employment outcomes of capped claimants,
ethnicity was not considered as a possible variable to include in the dataset due to a
number of missing records (DWP, 2014a).

This review identified no evidence that specifically explored the impact of the benefit
cap in regard to sexual orientation.

Government reports state that ‘there may be some religions with a high prevalence
of large families that are more likely to be affected by the benefit cap’ (DWP, 2016;
2017Db). Similarly, other papers made passing reference to this, but none with
sufficiently strong quality data or qualitative evidence to be included in this review.

This review identified no evidence that specifically explored the impact of the
introduction of the benefit cap in regard to gender reassignment.

Neither EIA contains any analysis of the impact on this protected group. However, in

its equality analysis for the draft Universal Credit (Benefit Cap Earnings Exception)
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Amendment Regulations 2017, the DWP acknowledged that pregnant women and
new mothers, particularly single mothers, may find it harder to increase their working
hours in order to meet the higher earnings exception threshold (DWP, 2017b).

The evidence is also sparse in the wider literature. One exception is the qualitative
study by Clarke (2014) of the first year of the benefit cap, which notes that one
interviewee found it difficult to get a job due to being pregnant. It also reports that
several families found it difficult to contemplate the logistics of moving house as a
response to the cap, due to facing difficulties relating to pregnancy.

This review identified no evidence that specifically explored the impact of the
introduction of the benefit cap in regard to marriage and civil partnership.

This review finds that the primary impact of the benefit cap is financial, with families
reducing spending on essentials. To a lesser extent, the cap also results in an
increase in transitions into employment and relocations to lower rent areas. The
major mitigating factor is Discretionary Housing Payments (DHPs), which will be
covered in Chapter 15.

The main affected protected groups are:

e Age: Families with dependent children, particularly larger families. This
means that adults aged 25—44 and their children are disproportionally
affected.

o Sex: Of families affected, an overwhelming majority are lone parents, of
whom over 90% are women.

Regarding other protected groups, there are a number of evidence gaps. Given that
recipients of disability-related benefits are exempt from the benefit cap, the impact
on disabled claimants (when defined more broadly, for example, by self-classification
rather than benefit entittement) has been underexplored in the literature. This may be
problematic given that indicative evidence suggests that the additional financial costs
related to disability may reduce the scope for changing spending patterns and that
structural barriers may prohibit the choice to return to work or relocate to cheaper
accommodation.
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Furthermore, while it is well understood in the literature that larger families and
households in London are disproportionately affected by the benefit cap, there is little
concrete evidence that explores the specific impacts and experiences in relation to
ethnicity and religion or belief, other than studies noting the general assumption that
some ethnic minorities and religious groups may tend to have larger than average
families and be more likely to live in London.

Finally, there is a complete lack of evidence on a number of protected groups
including pregnancy and maternity, gender reassignment, sexual orientation, and
marriage and civil partnership.

More broadly, it should be noted that the majority of literature explores the impact of
the higher 2013 benefit cap, while the lower and two-tiered benefit cap introduced in
2016 is still not thoroughly examined in the literature. While the general differences
between the two benefit caps are fairly well understood, in particular the extension to
smaller families and to areas outside London, the individual experiences and the
behavioural responses to the new benefit cap have still not been comprehensively
examined.
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Carer’s Allowance (CA) is a taxable, non-means tested source of financial income
available for carers of severely disabled people. Carers must be over the age of 16,
meet residence requirements, and not be in full-time education or in gainful
employment earning more than £110 a week (Kennedy, 2016). Changes to CA
under the Care Act 2014 came into force in England from 1 April 2015. The main
change placed responsibility for carers onto local authorities, as part of a nationwide
localisation scheme. Local authorities became duty bound to identify carers within
their area, carry out an assessment of needs and provide the services required by
carers (Betts and Thompson, 2016, p. 23). The Care Act 2014 was originally
intended to be rolled out in two phases. Phase 2, which includes the introduction of a
cap on the costs of care that an individual pays, has now been pushed back from
April 2016 to April 2020.

In England, additional changes under the Care Act 2014 included broadening the
eligibility criteria for respite care breaks that would allow carers to maintain personal
relationships, engage in work, training and education, or participate in recreational
activities. However, the Scottish and Welsh Governments have adopted slightly
different approaches. In Scotland, CA has been wholly devolved to the Scottish
Parliament since 2016. The Carers (Scotland) Act 2016, which will take effect in April
2018, aims to provide young carers with further support so that they can enjoy
childhoods similar to their peers (Betts and Thompson, 2016, p. 30). Scotland is also
set to bring CA into line with Jobseeker’s Allowance payment amounts (Simpson et
al., 2017, pp. 57-59). In Wales, the Social Services and Wellbeing (Wales) Act 2014
came into effect in April 2016. This brings together the duties and functions of local
authorities to improve the wellbeing of car