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1. Child Poverty Action Group (CPAG) has worked for almost 50 years to prevent and relieve poverty 

among children and families in the UK. We have a wide range of expertise and evidence from 

which we draw in this submission. Each year, we author and publish The Welfare Benefits and Tax 

Credits Handbook, the authoritative guide to social security in the UK; provide specialist advice 

and training to expert and non-expert frontline advisers; coordinate and collate evidence from the 

National Association of Welfare Rights Workers; collect evidence and case studies of the impacts 

of welfare reform in Scotland through the Early Warning System (EWS); and are currently 

providing frontline welfare rights advice to food bank users in Tower Hamlets.  

 

2. As social security is such a vast topic, we have chosen to split our response into three areas: 

analysis and recommendations on benefit delivery, looking at issues that can be resolved 

immediately without fundamental reform; a critique of universal credit, based on its stated aims, 

to assess the current direction of travel; and a high-level discussion of structural issues in social 

security which the review may wish to consider when framing its analysis. 

 

 

Benefit delivery 

 

3. Although clearly influenced by the structure of the system, how social security is delivered can be 

crucial to the day to day experience of millions of families. Here, we consider problems with the 

benefit system as it is currently constituted, and make recommendations for improvement, within 

the current policy framework. 

 

4. Through our welfare rights work, as well as research we have conducted around social security, 

and in particular into drivers of food bank use, CPAG have identified a number of issues in benefit 

delivery that can cause significant hardship to social security claimants, as well as in many cases 

undermining the goals of the system.  

 

5. Problems with benefit delivery are a key reason behind food bank use, a problem that has 

increased enormously in the past five years. National Trussell Trust statistics indicate that benefit 

issues account for the primary referral cause for food bank clients in 44.18 per cent of cases.1 

Research CPAG conducted with partners in 2014 found that, in the three food banks from whom 

additional data was collected, between 28 and 34 per cent of those for whom forms were filled 

out reported claiming a benefit that had not been decided yet; between 19 and 28 per cent 

reported having their benefit reduced due to a sanction; between 9 and 16 per cent reported 

having had their ESA stopped in the past six months due to being found ‘fit for work’; between 6 

and 19 per cent reported having their housing benefit affected due to the ‘bedroom tax’; and 

between 3 and 12 per cent reported having had their housing benefit reduced due to the benefit 

cap.2 

 

                                                           
1
 Trussell Trust statistics for 2014/15, summing benefit delays (29.68%), benefit changes (13.83), refused STBA 

(0.66%), and refused crisis loan (0.01%) 
2
 ‘Emergency Use Only: Understanding and reducing the use of food banks in the UK’, Child Poverty Action 

Group, Church of England, Oxfam, and Trussell Trust, November 2014 



6. CPAG’s experience is that many claimants face substantial waits for benefits, often running into 

months. Particularly causes of such an outcome include newly recognised refugees who lack a 

National Insurance number; EEA migrants; and those who have health – particularly mental health 

– barriers to providing correct information. 

 

7. There are particular issues with delays for those claiming disability benefits, notably ESA. During 

the fieldwork for the ‘Emergency Use Only’ research, mandatory reconsideration of ESA decisions 

emerged as a major cause of delay, a process which could take months, during which ESA was not 

paid, as well as delays for those refused mandatory reconsideration due to the time taken for the 

DWP to receive notice of an appeal, and then to act by reinstating payment. While this process 

seems to have speeded up recently, it comes at the expense of quality: mandatory reconsideration 

now acts as a ‘rubber stamp’ of the original decision, and therefore acts as an in-built delay in 

appealing, as well as an additional barrier to doing so. Other issues included medical certificates 

not being logged by the DWP during the ‘assessment phase’ or when an appeal is pending; and 

claimants failing to return a form or attend a medical, because such claimants’ entitlement cannot 

be established by providing medical certificates. 

 

8. There are also numerous cases of error in processing benefits. Regarding new claims, there are 

issues present at various stages of the process. Claimants are often given incorrect advice from the 

DWP, which can then dissuade them from claiming the appropriate entitlements. The remedy for 

this is limited, insofar as redress via backdating is time restricted. With regard to processing claims 

that have been properly made, CPAG’s experience is that non-routine claims are subject to a high 

rate of error. Data from successful appeals against decisions, notably sanctions and work 

capability assessments, suggest that a substantial number of errors are made initially. It should be 

noted that this data does not account for situations where claimants have chosen not to appeal an 

incorrect decision, whether through lack of knowledge, fear, or a lack of confidence. Regrettably, 

the government has shown little sense of urgency or even concern in the face of poor-quality 

decision-making. 

 

9. While flawed measures of the speed and accuracy of benefit administration make it difficult to 

reach a definitive judgement on whether this has improved or got worse over time, it is clear that 

the consequences of delays and errors are more severe than previously. This is due to the changes 

made to the system of crisis support previously provided by the Social Fund, until it was abolished 

under the Welfare Reform Act 2012. Its replacements, Short Term Benefit Advances (STBAs) and 

Local Welfare Assistance Schemes (LWAS), have led to gaps in crisis provision, or the ‘safety net 

beneath the safety net’, which exists because of a recognition that social security payments have 

never been sufficient for households to build sufficient resources to guard against income shocks.  

 

10. The number of people receiving STBAs is substantially lower than the number of people receiving 

the equivalent (‘alignment’) payment under the old Social Fund. In 2013/14, only 169,000 STBA 

claims had a positive outcome, compared with 834,500 alignment payments in 2012/13 – an 80 

per cent fall. Part of the explanation is that many fewer people are applying for STBAs (313,000 in 



2013/14).3 Unless there has been a sharp reduction in the need or demand for such payments, 

which seems unlikely in the current climate, this strongly suggests that many potential applicants 

are either unaware of the existence of STBAs, or are being deterred from applying. This chimes 

with the findings of ‘Emergency Use Only’, which found that between 28 and 34 per cent of the 

food bank users in the study were waiting for a benefit, and yet only a minority were aware that 

they could apply for an STBA. 

 

11. Since local welfare assistance schemes were introduced in 2013 in order to localise the 

discretionary parts of the Social Fund (Crisis Loans and Community Care Grants), they have 

become a major part of the landscape of provision for those who fall upon temporary hardship. As 

there is no requirement on local authorities to monitor the use of their LWAS, data on them is 

limited. ‘Emergency Use Only’ found that they suffered from a low level of awareness (between 

around a third and a half of those surveyed in three food banks in different parts of England), with 

significantly lower numbers receiving support, while there were suggestions of variation between 

areas in both awareness and support received. 

 

12. Local welfare assistance is on a precarious financial footing. For the first two years of localisation 

(2013/14 and 2014/15), programme funding of £144m was made available to upper tier local 

authorities across England to fund local schemes. For 2015/16, this dedicated funding was initially 

removed from the provisional Local Government Finance Settlement, but, following an extensive 

campaign by a number of organisations, including CPAG, £130m was identified from local 

authorities’ general grant as being intended for LWAS, and an additional £74m funding was made 

available to local authorities to ‘to assist them in dealing with pressures on local welfare and 

health and social care’. This situation has made it difficult for local authorities to plan future 

provision, and may have contributed to reports of underspend by some. Findings from a Local 

Government Association survey showed that almost three quarters of local authorities (73 per 

cent) would either end completely or scale back their scheme should the funding no longer be 

provided.   

 

13. In addition to the financial vulnerability of the schemes, there is also a lack of clear duties on 

statutory local and national bodies, which has meant that it has been possible for provision to be 

cut back, which can in turn lead to vulnerable people falling through holes in the safety net. 

CPAG’s local welfare assistance portal, which has been operational since April 2014 and allows 

individuals and advisers to find information on their local welfare assistance scheme (LWAS), has 

allowed them to identify that eight local authorities have closed their LWAS entirely, and others 

have significantly scaled back provisions. This is likely to have a direct knock-on effect on to food 

bank use, since this removes (or scales back) a major source of crisis support for individuals. Many 

local authorities also include a food bank referral as part of their LWAS scheme. In addition, many 

local authorities attach residency requirements to their LWAS policies. This disadvantages groups 

more likely to move over local authority boundaries, including women fleeing domestic violence, 

gypsies and travellers, people leaving care, institutions or prison, and homeless people – groups 

who are often particularly vulnerable. 
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 The government does not routinely publish data on Short Term Benefit Advances, and this information is 

therefore taken from Freedom of Information requests (FOI 907, FOI 3207, FOI 4003). 



 

14. The introduction of local welfare assistance is part of a wider trend towards localisation and 

discretion within social security, alongside Discretionary Housing Payments and localised Council 

Tax support. There is already evidence that this has led to significant variation across the country, 

while it also results in patchy monitoring and evaluation. In each case, localisation has been 

accompanied by reduced resources for meeting the designated needs, as well as, in the case of 

Council Tax support, some limitations in how that money can be spent. This presents challenges in 

improving benefit delivery, and in particular in ensuring uniform standards of service for all 

claimants.  

 

15. The introduction of a more severe regime of conditionality and sanctions from October 2012 has 

caused a substantial increase in the number of people left with little or no money on which to 

survive. The academic David Webster has calculated that the annual sanction rate for JSA 

claimants is 18 per cent (statistics are not routinely published by the DWP). Research conducted 

by Sheffield Hallam University among users who have been homelessness suggests that vulnerable 

people may be more than twice as likely to be sanctioned as this average,4 and research from 

Gingerbread suggests that single parents are more likely to be wrongly sanctioned.5 This is not 

suggestive of sanctions being used as a last resort. CPAG and others have numerous examples of 

sanctions being imposed for trivial breaches or genuine mistakes (on the part of Jobcentres and 

the Work Programme as well as individuals). Communication is so poor that often claimants are 

unaware why they have been sanctioned – or even that they have been sanctioned at all.6 

 

16. Exacerbating the problems with conditionality is the lack of access to hardship payments. These 

are essential as sanctions can often leave an individual or family with no income whatsoever, or 

one that is greatly reduced. In our food banks research, the majority of food bank users who had 

been sanctioned were not receiving hardship payments. This finding, which came out in in-depth 

interviews and welfare rights caseload analysis, was reinforced through additional data collection. 

In County Durham, only 18 per cent of sanctioned food bank users had been awarded a hardship 

payment. Only one user (of 19 sanctioned) had received a hardship payment in Epsom and Ewell, 

and only two (out of 25 sanctioned) in Tower Hamlets. Analysis by David Webster of the first data 

on hardship payments to be released by the DWP, on 18 November 2015, suggested that around 

40 per cent of sanctioned JSA claimants received hardship payments, and between 10 and 20 per 

cent of sanctioned ESA claimants. 

 

17. This problem in part stems from a lack of awareness of the availability of hardship payments. In 

the research, this varied between the food bank locations, from 68 per cent in Durham, to 16 out 

of 25 sanctioned clients in Tower Hamlets, and 5 out of 19 in Epsom and Ewell. One explanation 

for this is that information on hardship payments – that claimants can apply, or the process for 

doing so – is not included in letters sent to those who are sanctioned, and there is evidence that 
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 ‘Homeless people’s experiences of welfare conditionality and benefit sanctions’, Sheffield Hallam University 

and Crisis, December 2015 
5
 ‘Single parents and benefit sanctions’, Gingerbread, November 2014 

6
 See for example Child Poverty Action Group’s submission to the Work and Pensions Committee inquiry into 

benefit sanctions, December 2014, available at http://cpag.org.uk/content/submission-work-pensions-
committee-inquiry-benefit-sanctions  

http://cpag.org.uk/content/submission-work-pensions-committee-inquiry-benefit-sanctions
http://cpag.org.uk/content/submission-work-pensions-committee-inquiry-benefit-sanctions


information received about hardship payments from Jobcentres and Work Programme providers is 

inconsistent. The government has recently committed in principle, in its delayed response to the 

Work and Pensions Committee report on sanctions, to allowing a decision maker to instigate an 

initial appointment for hardship where a claimant is either vulnerable or has dependent children. 

 

18. Fuelled in part by the increasingly punitive conditionality regime, benefit claimants with whom 

CPAG work report that their experience of the social security system is that it is often a coercive, 

rather than a supportive environment. The in-depth interviews of the ‘Emergency Use Only’ 

research revealed that many clients were dissatisfied with their experience of Jobcentre Plus, 

citing ‘judgemental’ and ‘unsympathetic’ treatment by staff, lack of support, and wrong or 

misleading information. In addition, the research brought to light a range of difficulties in 

navigating the benefit system from the point of view of claimants. A number of clients cited a lack 

of information about what help was available or what they needed to do to access it, leading in 

many cases to under-claiming.  

 

19. Moreover, communication when navigating the benefit system emerged as an area of difficulty 

during the research, both in the in-depth interviews and as part of the welfare rights case work 

from Tower Hamlets food bank. For some clients, difficulties were encountered in communicating 

with benefits processing offices, requiring access to a telephone as well as the persistence and 

confidence to pursue issues over the phone. Several clients of the welfare rights service at Tower 

Hamlets reported having insufficient credit to make phone calls, particularly significant since the 

removal of dedicated phone points to call benefit delivery centres from their local Jobcentre Plus 

office. 

 

20. The ‘Emergency Use Only’ report made a number of recommendations on improving benefit 

administration, designed as simple, practical suggestions that would make a substantial 

contribution to reducing food bank use. The majority of these still stand. Where at all possible, 

changes to policy and practice in this area should be enacted within legislation. This will help to 

ensure that government announcements are followed through – particularly important given that 

the government made a number of commitments in response to similar recommendations in the 

Feeding Britain report (which ‘Emergency Use Only’ helped to inform),7 but there is limited 

evidence to suggest that real improvements have been made –8 to ensure that there is full 

accountability, and to help frame advances in benefit administration in terms of rights for 

claimants. 

 

21. These recommendations are set out in full in the ‘Emergency Use Only’ report, and are 

summarised as follows: 

 

 improve access to short-term benefit advances: increase awareness, simplify the claim 

process, and improve data collection to identify support needs; 

                                                           
7
 ‘Feeding Britain: A strategy for zero hunger in England, Wales, Scotland and Northern Ireland’, report of the All-

Party Parliamentary Inquiry into Hunger in the United Kingdom, December 2014 
8
 See also evidence from the Feeding Britain Working Group on Benefit Administration to the All-Party 

Parliamentary Group on Hunger, December 2015, available at: http://cpag.org.uk/content/evidence-all-party-
parliamentary-group-hunger  
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 reform sanctions policy and practice: increase access to hardship payments, clarify 

communications about sanctions, mitigate the impact whilst a sanction is being 

reconsidered and address issues for housing benefit; 

 improve the ESA regime: ensure claimants are not left without income whilst challenging a 

decision, or because of missing medical certificates or missed appointments; 

 sustain and improve access to emergency financial support through local welfare 

assistance schemes and the Scottish Welfare Fund; 

 ensure that Jobcentres provide an efficient and supportive service for all clients, including 

through reinstating access to telephone lines in Jobcentres and making email addresses 

available for claimants to correspond with the relevant office within Jobcentre Plus. 

 

Universal credit 

22. Universal credit is presented as the government’s flagship reform, and it represents the direction 

of travel for social security for the immediate future. It is a system based upon means-testing, and 

merges a system of out-of-work benefits with one of wage subsidy, together with payments for 

the extra costs of children, disability, and housing.  

 

23. The system has a number of stated aims, and we briefly consider these each in turn, before setting 

out some of the limitations inherent in the universal credit model. We take the main aims, all of 

which have been stated repeatedly during the process of designing, legislating for, and now 

implementing universal credit, to be: 

 

 improving work incentives; 

 smoothing the transition into (and out of) work; 

 simplifying the system; 

 reducing child poverty. 

 

24. As originally proposed by the Centre for Social Justice, universal credit was intended to combine 

generous earnings disregards with a 55 per cent taper rate.9 Cost pressures meant that, by the 

time the Welfare Reform Act 2012 legislated for it, the taper rate in universal credit had risen to 

65 per cent, but substantial disregards – ‘work allowances’ – were put in place to promote work 

incentives. Since then, however, these work allowances have been repeatedly reduced, 

significantly cutting the amount of support universal credit will give to low-income working 

households, and directly worsening work incentives. The IFS set out in February 2016 how work 

allowances have now been reduced on four separate occasions: 

 

 the ‘finalised’ work allowance levels announced in the 2012 Autumn Statement were 

significantly lower for many types of families than had been previously proposed, and 

were also to be increased by 1 per cent in 2014/15 and 2015/16, rather than with 

inflation; 
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 ‘Dynamic Benefits: Towards welfare that works’, Centre for Social Justice, September 2009 



 the 2013 Autumn Statement announced a freezing of work allowances in cash terms in 

2014/15, 2015/16, and 2016/17; 

 the 2014 Autumn Statement extended this freeze for a further year; 

 the July 2015 Budget announced further significant reductions in the level of the work 

allowances, including removing them altogether from non-disabled families without 

children. 

 

25. The IFS calculate that, in total, changes to the level of work allowances mean that spending on 

universal credit will be £5 billion a year lower in the long run than it would otherwise have been. 

As well as their complete removal from non-disabled childless couples, work allowances have 

been cut by 47 per cent for lone parents not claiming housing costs (29 per cent for those claiming 

housing costs); by 28 per cent for couples with children not claiming housing costs (16 per cent for 

those claiming housing costs); and by 40 per cent for disabled people not claiming housing costs (3 

per cent for those claiming housing costs). The IFS note that ‘the combined effect of all this is that 

UC will now provide less support to working families, on average, than the legacy system it 

replaces – a reversal of the original intention’. As significantly, given the primacy given to them in 

the original proposals for universal credit, work incentives have been substantially reduced 

compared with the initial plans. Thus, the IFS now assess that ‘UC will have little effect on average 

measures of financial work incentives’, though there will be increases or decreases for some 

groups. For example, while the IFS calculate that 800,000 of those with the most extreme marginal 

deduction rates of 80 per cent or more will see that reduced to below 77 per cent, lone parents, 

whose increased employment rate was one of the great policy successes of the 2000s, will see 

their work incentives weakened.10 

 

26. Another key aim of universal credit is smoothing the transition into (and out of) work, by removing 

the need to claim in- and out-of-work benefits separately. This is undoubtedly a positive 

development for people on low incomes, and particularly for the large number of people who 

regularly cycle in and out of employment. In the context of heavily means-tested systems for both 

out-of-work benefits and wage subsidies, it makes sense to combine the two. Assuming the 

system is well administered, this promises to be the main lasting benefit of universal credit. That 

said, a major reason for the separation of tax credits from the out-of-work portion of social 

security was to reduce stigma for claimants of the former, and thus to minimise under claiming. 

The impact of the merger of the two systems on levels of take-up should be monitored in this 

light. 

 

27. A further goal of universal credit was to simplify the system. Certainly, simplification of social 

security is a laudable goal, and having a single point of claim has potential to reduce confusion and 

stress for claimants of universal credit. That said, the underlying complexity remains underneath, 

with the current mix of means-testing and payments made on the basis of additional costs (for 

housing, children and disability) continuing to inform entitlement and calculations on benefit 

levels. There thus remain similar dangers of administrative error and delay, with the combination 

of a single, monthly payment and in-built delays in payments leading to new claimants being left 

without money for six weeks as standard at the start of their claim. Simplification may also come 
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 Green Budget 2016, Chapter 10, ‘The (Changing) Effects of Universal Credit’, Institute for Fiscal Studies, 
February 2016 



with greater vulnerability. Given that successful delivery of universal credit is far from certain at 

present, this simplification carries risks, with the single application portal meaning that, if payment 

to claimants fails for whatever reason, they are liable to be left without any money, since all 

elements are bundled together. 

 

28. Reducing child poverty has been stated repeatedly as a goal of universal credit, albeit less so 

recently. The primary mechanism by which this was expected to be achieved was through 

increased take-up of entitlements, as a result of ensuring that anyone receiving universal credit 

would receive all the elements to which they were entitled, whereas previously they may have 

had to claim multiple benefits. However, the poverty-reducing potential of universal credit has 

been severely undermined by the reductions that have taken place since the initial plans were set 

out. Due to these reductions, discussed above, the IFS calculate that losers from universal credit 

will now outweigh winners: 2.1 million working households will get less in benefits due to its 

introduction (losing an average of £1600 a year), and 1.8 million will get more (gaining an average 

of £1500 a year). This must be placed in the context of the fact that the tax and benefit systems do 

more in the UK than in any other EU27 country to reduce our pre-tax poverty level, from very high 

rates initially. If we continue to cut social security without taking effective action to bring down 

our pre-tax and transfer child poverty rate, we potentially leave millions more children exposed to 

poverty.11 

  

29. Finally, while we have considered universal credit in its own terms, we must note some of its 

limitations as a system: it is based on means testing, which contains inherent poverty traps, 

inevitably leads towards the residualisation of the system; and it continues the trend towards the 

removal of contribution within the social security system, contributing to the end of its social 

insurance function. As noted above, universal credit comes with in-built delays due to in part to its 

monthly payment structure, as well as the requirement to serve a number of ‘waiting days’ before 

eligibility commences, and claimants face a vulnerability associated with receiving only one 

payment, whereas previously they may have had other benefits to fall back on if one failed. 

Finally, universal credit is a national system, with national withdrawal rates designed to improve 

work incentives, but the localisation of elements of the social security system, particularly Council 

Tax support, may undermine this, while localised crisis support creates a postcode lottery in the 

event that claimants are left without money for whatever reason. Several of these issues are 

touched upon below. 

 

30. CPAG have made a number of recommendations for improving universal credit, particularly in 

terms of work incentives and poverty-reducing potential. Our modelling, undertaken in 

conjunction with the TUC, showed that there are three key directions in which universal credit 

should be reformed in order to improve its impact in these areas: 

 

 the most efficient policy for reducing child poverty directly is to increase the value of the 

child element; 

 the most effective and efficient way to increase incentives to enter work would be to 

introduce a second earner disregard; this is relatively low cost, and would benefit large 

numbers of households in poverty; 
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 See ‘Note on EU27 child poverty rates’, Institute for Economic and Social Research, University of Essex, 
prepared for Child Poverty Action Group, March 2014, available at: http://cpag.org.uk/content/effectiveness-
social-security-tackling-child-poverty  
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 the most efficient way to increase work incentives is to reduce the taper rate, thereby 

allowing those who increase their hours to keep more of their pay, and thus truly be able 

to work their way out of poverty.12 

 

31. Within the current tax and benefit structure, investment in universal credit is an efficient vehicle 

for both improving work incentives and reducing child poverty. Money invested here will have a 

far greater impact than, for example, money invested in reducing direct taxation, such as through 

increasing the personal tax allowance. Any resources available for reducing poverty or improving 

work incentives should be directed towards universal credit, over and above tax cuts. 

Unfortunately, the direction of travel in recent years has been the opposite.  

 

Structural issues 

32. We do not intend here to present a blueprint for social security, but there are a number of areas 

that warrant close attention when considering the longer term structure of the system. As 

discussed above, the current direction of travel is towards a heavily means-tested system, 

targeting support on the poorest, and prioritising work incentives, sometimes through an 

approach of impoverishment of those out of work. Here, we outline some of the questions which 

we believe should be addressed by any serious attempt to reform social security in the UK for the 

twenty-first century.  

 

33. A key question to consider is the purpose of social security. There are many legitimate aims that 

policy makers may wish to pursue through the social security system, which may often come into 

competition with one another. Designing a social security system for the future requires 

prioritising these aims, and seeking to create structures which promote multiple goals, while 

accepting that trade-offs will have to be made. We consider the following aims in turn: insurance, 

poverty reduction, redistribution between individuals or households, life cycle redistribution, 

providing support for additional costs, supporting work, protecting the vulnerable, and solidarity. 

 

34. Social insurance follows the principle that individuals in society face risks to their income, 

predominantly from ill health or unemployment, but also, increasingly, from low pay or 

underemployment. Insurance-based systems tend to have a strong contributory element to their 

funding, and payment is often linked to past contributions and/or previous earnings, generally for 

a time-limited period. Advantages of this approach include increased resilience for individuals and 

households that might otherwise only be available to the wealthy, and which may promote 

dynamism and risk-taking in the labour market, rather than a bias towards secure employment; a 

clear link between contribution and support received; and individuals who lose their jobs (and 

their families) being protected from immediate financial crisis, leaving them more able to look for 

work. Disadvantages of such a system include greater expense due to higher payments (though 

these can be offset through use of a dedicated insurance fund); a lack of needs-based targeting, so 

that the greatest support does not necessarily flow to the most vulnerable; and the challenges 
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 ‘Reforms to Universal Credit’, Child Poverty Action Group and Trades Union Congress, June 2015, available at: 
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traditional insurance models may have in handling reduced wages or underemployment. Social 

insurance also does not obviously translate into a system of wage subsidy (such as tax credits).  

 

35. A key goal of social security systems tends to be poverty reduction. As discussed above, the UK 

system does more than the system of any other EU27 country to reduce our pre-tax poverty level, 

in part because of very high rates of poverty resulting from the initial distribution. It is notable 

that, in every other EU country but one, tax and benefits reduce the poverty level, in most cases 

by a substantial amount.13 Independent poverty projections suggest very large increases in 

poverty in the years ahead – the Resolution Foundation estimate there will be 3.7-3.9 million 

children in poverty by 2020, compared with the latest figure of 2.3 million (2013/14) – primarily 

driven by cuts to social security.14 Policy success in reducing pensioner poverty, and particularly 

maintaining relatively low levels, is partly attributable to protecting levels of pensioner benefits 

through the triple lock. It is clear that, while by no means the whole solution to poverty, social 

security must play a major role. There are risks, however, in taking an approach based simply on 

targeting social security spending on those on the lowest incomes through means testing: this 

creates poverty traps, and can undermine other functions of the system, such as social insurance. 

Tax credits were effective in mitigating this problem through providing a wage subsidy to offset 

the withdrawal of benefits, and universal credit continues with this approach.  

 

36. Closely linked with poverty reduction, social security also invariably involves redistribution 

between individuals and households. With widespread evidence pointing to the negative social 

and economic consequences of inequality, reducing that inequality can be seen as an important 

benefit of social security. In 2012/13, the Gini coefficient for non-retired households was 0.46 

before redistribution (0.62 for retired households), and 0.34 after (0.26 for retired households).15 

 

37. Yet, by many estimates, the majority of redistribution effected by the social security system takes 

place not between individuals at a point in time, but within a given individual’s own lifetime, 

otherwise known as lifecycle redistribution.16 This allows people to contribute when they have 

relatively high earnings and low costs, and to draw down on the social security system when they 

have higher costs or lower earning potential, such as when they have children or are retired. This 

allows individuals and families to smooth out their lifetime earnings in an efficient manner, while 

also reducing the increased poverty risks associated with certain periods of life (notably 

retirement and parenthood). One risk with this goal is that it can be hard to match contribution to 

take-up, and reforms to the system can mean that, in generational terms, beneficiaries and 

contributors may not be balanced. For this reason, a strategic approach to social security from 

policymakers can help to build support and understanding, and to add predictability for 

individuals. On the other hand, it is likely to be more effective and equitable than leaving it to 
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Foundation, October 2015  
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 See ‘Redistribution from a Lifetime Perspective’, Institute for Fiscal Studies, September 2015 
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families and individuals to try and manage their own incomes over a lifetime, something liable to 

be very difficult for those with limited resources upon which to draw. 

 

38. An important role for social security is to help account for higher costs. As discussed above, some 

of this may vary with the lifecycle – for example, the cost of raising children, and the specific costs 

of childcare –17 but some of this may vary independently of that. Costs of disability are accounted 

for through Personal Independence Payments (and their predecessor Disability Living Allowance, 

as well as Attendance Allowance for over-65s), as well as being implicit in other disability benefits. 

Costs of children are only very partially funded in the present social security system: child benefit, 

for example, covers less than a fifth of the additional cost of a child.18 There are particular 

challenges in paying for housing through social security, but housing benefit is designed to reflect 

the variation in costs in different parts of the country. This link which was broken through the 

Welfare Reform Act 2012, which increases local housing allowance without reference to changes 

in rent. The introduction of the benefit cap further reduces the connection between the level of 

need identified and the level of support offered. Support based on costs through social security 

can help increase equity between different groups and promote participation, but, where also 

means tested, as, for example, childcare support is, it can help to create poverty traps. 

 

39. Supporting work is an oft-cited goal of social security, and the need to act as a springboard as well 

as a safety net is important, given that the overwhelming majority of people who are out of work 

want to work now or in the future, as research and CPAG’s own experience regularly tell us. As 

discussed above, a heavily means-tested system such as the UK’s has inherent challenges 

associated with poverty traps, where high rates of benefit withdrawal can make the financial 

returns from work low, especially when associated costs, notably childcare and transport, are 

factored in. Universal benefits are associated with the best work incentives, while the slower 

means-tested benefits are withdrawn, the better work incentives, but the more costly the system. 

Time-limited benefits, or benefit levels which drop significantly after a period of time, are used in 

some systems to support individuals when they lose their jobs, while increasing work incentives 

over time. However, impoverishment as a means of increasing work incentives clearly acts against 

other goals of social security, and can be counterproductive if it diminishes human capital, or 

forces claimants into survival mode and anxiety. Wage subsidy has also been used in the UK to 

promote work incentives, and tax credits were successful in boosting employment rates, 

particularly of lone parents; conversely, cuts to wage subsidies are liable to reduce work 

incentives. With low work incentives often low in the current system, it is perhaps not surprising 

that increasingly punitive conditionality has been introduced over time, often with, as discussed 

above, arbitrary results. 

 

40. Protecting the most vulnerable is a laudable goal of social security. At current benefit levels, 

however, this protection can consist of enough for bare survival, but not for social participation. 

Basic unemployment and disability benefit levels have fallen substantially relative to earnings 

since 1980, when systematic uprating with prices was introduced, and will fall further behind due 
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to successive benefit freezes. Targeting support at the most vulnerable carries with it the risks 

associated with means testing discussed above. 

 

41. Finally, solidarity is one of the driving goals behind setting up and maintaining social security 

systems worldwide, and can be seen to run through many of the goals above. The current 

direction of travel, based upon targeting resources at the poorest, in many ways runs counter to 

this principle, as it risks creating a residual system in which there is a ‘them’ – seen to be 

benefiting from the system – set against an ‘us’ – seen to be paying for it. This poses great danger 

for long-term support for the principle of social security. 

 

42. In considering how to meet these or other goals of social security, policymakers have a number of 

issues to address regarding the balance of provision. We briefly consider four models of provision 

that have been used at various points in the UK and internationally, though the current system 

retains elements from each: contribution; universalism; means testing; and progressive 

universalism. 

 

43. As discussed above, a contributory structure is core to a social insurance model. Contribution has 

been removed from the UK system in recent decades, with the time limiting of contributory 

jobseeker’s allowance followed by the time limiting of contributory employment and support 

allowance in the Welfare Reform Act 2012 for those in the work-related activity group. In lieu of 

significant funds to invest in a universal system, increasing the contributory components of the 

social security system might offer a route to reversing its residualisation, and to making it more 

relevant to more people. 

 

44. Universal benefits have the advantages that they are cheap to administer, easy to understand, and 

provide maximum work incentives. Child benefit (since 2013 not strictly universal, but still paid to 

the vast majority of parents) is a popular payment that targets those facing increased costs and 

reduced earning potential, and does not reduce work incentives for the majority of jobs. Universal 

infant school meals have increased take-up among poor and non-poor children alike, and 

increased educational attainment, particularly for children from less-affluent families.19 

Universalism is, however, expensive – though this arguably not a major problem, since it 

effectively moves means testing from the benefits system to the tax system. Perhaps a more 

serious criticism is that, were universal benefits taken to their full conclusion in the form of a 

Citizen’s Income, there would still be need for additional components to reflect cost and other 

premiums such as being unable to work (or having limited capacity to work) due to ill-health, 

retirement, or caring responsibilities. Critics of a Citizen’s Income also argue that it may reduce 

work incentives for some if it is at a sufficiently high level for people to survive without working. 

Pilots of the approach currently being conducted in Finland and the Netherlands should help to 

provide further evidence. The case for a high, universal child benefit, paid for through progressive 

taxation and reflecting the additional costs of raising a child, however, is a strong one: CPAG 

certainly see a role for elements of universalism within the social security system. 

 

                                                           
19

 See ‘Evaluation of the Free School Meals Pilot: Impact Report’, Department for Education, 2010 



45. Means testing has been discussed above, and has the main benefit of targeting scarce resources at 

those who need them most, thus being beneficial for poverty reduction. It has the downsides, 

however, of creating poverty traps and leading towards a residual system. Progressive 

universalism – an approach in which many benefits are universal up to a point, but paid at higher 

levels to those on the lowest incomes – therefore has the potential to combine some of the 

benefits of universalism with the targeting of means testing. With respect to child tax credits, this 

approach has proved highly successful both for poverty reduction and improving work incentives. 

Many of the disadvantages of means testing, however, remain with this approach, albeit in diluted 

form. Where the element of targeting is high, it also leaves benefit levels vulnerable to being 

reduced, due to limits in the proportion of the population with a strong personal stake in the 

system. 

 

46. There are particular challenges, noted but never resolved as far back as Beveridge, in providing 

support for housing through social security, due largely to its wildly varying costs. Similar 

challenges exist around supporting childcare. Each of these areas merits extensive treatment in 

their own right, but it is clear from the rising costs of both – with the housing benefit bill having 

increased by 46.3 per cent in real terms in a decade,20in spite of support for tenants being reduced 

as a proportion of housing costs – that the approach of subsidising demand rather than investing 

in supply has limitations. There is a strong case here for investing to build public assets that will 

lower long term costs to the state – money which could then be reinvested in other areas of the 

social security system. In the short term, however, direct support for childcare and housing costs 

remains essential for millions of families. 

 

47. Finally, the question of how to fund social security is of course crucial. Some of this could in the 

future come through contribution, in the form of a strengthened National Insurance. But it is clear 

that much of the system will continue to be funded through general taxation. This spending should 

be seen as an investment: in providing insurance against risk; in reducing poverty – with child 

poverty costing the country more than £29 billion every year –21 and as a national system of saving 

across people’s lifetimes – among many other benefits. But it is important, too, to note that 

spending on social security has remained broadly stable as a proportion of GDP over the past 

thirty years,22 during which time governments have been able to direct resources in such a way as 

to reduce pensioner poverty, and to reduce child poverty by over a million during the 2000s. Since 

then, evidence shows that, during the 2010 Parliament, cuts to social security were used to pay for 

reductions in direct taxation. Because the former mostly affected those on low incomes and the 

latter mainly benefited those on high incomes, ‘looking at the population as a whole, the changes 

were regressive’, and ‘the overall fiscal effect of the changes… did not contribute to deficit 

reduction overall’.23 In other words, to govern is to choose, and there remains enormous potential 

for the social security system to meet its goals, given the right level and type of investment.  
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