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 July 2015 

Briefing: Welfare Room and Work Bill 

Reporting on full employment 

The Bill requires the Secretary of State to annually report 

on progress towards full employment, setting out how it is 

to be measured. The TUC has campaigned for several years 

for all parties to commit themselves to full employment as 

an objective of government policy and we welcome the 

introduction of this obligation, which we hope will be 

accepted by all parties. We do not want to return the 

position in the early 1990s when, after more than a decade 

of mass unemployment, it was often claimed that full 

employment was no longer achievable and none of the main 

parties made this commitment.  

A key issue will be how full employment is defined; the TUC 

believes that progress should be measured against a target 

employment rate of 80 per cent. The 1944 Employment White 

Paper committed post-war governments to “the maintenance of 

a high and stable level of employment”, which is the right 

goal but one against which it is difficult to measure 

progress. The Chancellor has sometimes suggested that the 

definition might be the highest rate of employment in the 

G7. In 2007 the then government adopted an ‘ambition’ of an 

80 per cent employment rate, which the TUC strongly 

endorsed.  

In 2012-13 we sponsored research into the definition of 

full employment by the Institute for Public Policy 

Research: A Job for Everyone. The report noted that an 

employment equal to the highest levels in the OECD (not 

just the G7) would in practice be around 80 per cent. In Q1 

2015, the highest employment levels in the OECD were in 

Iceland (84.1 per cent) and Switzerland (80.4 per cent). 

The UK matched the median for the G7: 
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Country Most recent quarter 

available 

Germany 74.0 

Japan 73.0 

Canada 72.6 

United 

Kingdom 

72.6 

United 

States 

68.7 

France 63.8 

Italy 56.0 

Source: http://stats.oecd.org    

 

This would be challenging. An 80 per cent employment rate 

equates to about 2.5 million extra jobs (an increase of 

nearly 9 per cent) and it is also important that the UK 

commits to fair full employment. It would be wrong for full 

employment to exclude disadvantaged groups or districts and 

it would not be possible to reach an employment rate of 

around 80 per cent without improving performance for these 

groups. The jobs should also pay an adequate wage – full 

employment that left full-time workers in poverty (once in-

work support was available) would not be worthwhile.  

Reporting on apprenticeships 

The Bill obliges the Government to publish an annual report 

on progress against meeting its target of 3 million new 

apprenticeships starting in England in this Parliament and 

on other relevant information about apprenticeships. The 

Chancellor also announced in the Budget that a new 

Apprenticeship Levy will be imposed on all large companies 

in order to fund the expansion of apprenticeships and to 

tackle growing concerns about the decline in training 

levels in UK companies. Recent research findings show that 

the volume of workplace training has declined by a half 

since the mid-1990s and that only around 1 in 10 of our 

large companies recruit apprentices compared to 3 to 4 

times as many in some other European countries. 

The apprenticeship target is welcome if investment in these 

new places is not at the expense of wider further education 

services and providing that the quality of apprenticeships 

is given as much focus as quantity. The TUC has argued for 

decades for training levies to increase the number of high 

quality apprenticeships and to tackle weak employer 

investment in skills.  In the coming months we will be 

http://www.tuc.org.uk/
http://stats.oecd.org/
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calling on the government to draw on evidence from abroad 

on how to design a good levy scheme, including the crucial 

involvement of employers and unions in managing the scheme. 

According to a recent BIS press release, public sector 

bodies – such as schools, hospitals, prisons and police 

forces – will be set targets for the numbers of apprentices 

they are to employ to help reach the 3 million target. The 

government has also indicated that the Enterprise Bill will 

include a provision to give legal protection to the term 

‘apprenticeship’, giving the Minister “the power to take 

action when the term is misused to promote low quality 

courses”. The TUC welcomes these commitments.  

The Child Poverty Act  

The Child Poverty Act 2010 currently requires the Secretary 

of State to meet, by 2020, targets for child poverty 

measured in four dimensions - relative, absolute, 

deprivation, and persistent. The Bill proposes the removal 

of this duty; the Secretary of State will instead have to 

report annually on measures of children in workless 

households and the educational attainment of children in 

England at the end of Key Stage 4. The Conservative 

manifesto argued that factors such as this are “the root 

causes of poverty” (p. 28). This reform confuses the 

measurement of child poverty with the analysis of its 

causes. We agree that worklessness is a cause of poverty 

and that educational attainment and poverty are closely 

linked. It is possible to have an honest disagreement about 

whether factors such as family breakdown (also mentioned in 

the manifesto) are causes or effects of poverty or both.  

What they are not, however, are definitions or measures of 

poverty. This change will leave the Commission (with the 

phrase ‘child poverty’ significantly removed from its 

title) unable to report on whether child poverty is rising 

or falling or why. It is possible that the government may 

be successful in reducing worklessness and improving 

educational outcomes, but without any measures of child 

poverty we simply will not know whether this success has 

actually had the impact on child poverty the government 

expects. 

All measures have some weaknesses, which is why the Child 

Poverty Act does not rely on just one of them. Measuring 

material deprivation allows us to tell whether the most 

unfair aspects of poverty are more or less common. The 

effects of child poverty on life chances are most acute for 

http://www.tuc.org.uk/
http://www.gov.uk/government/news/government-kick-starts-plans-to-reach-3-million-apprenticeships
https://s3-eu-west-1.amazonaws.com/manifesto2015/ConservativeManifesto2015.pdf
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children who live in poverty for some years, hence 

measuring persistent poverty allows us to judge whether 

this social evil is growing. During periods like the 

current decade when most people are struggling, the 

absolute measure helps us to see whether today’s poor 

children are worse off than those of previous years. And, 

during times when living standards are rising, the relative 

measure helps us to judge whether the poorest children are 

benefiting or falling further behind. That is why 

criticisms of the current measures that concentrate on the 

relative measure are mistaken – the Child Poverty Act is 

not only about relative poverty. 

But relative poverty is important. As David Cameron said in 

his 2006 Scarman lecture: “We need to think of poverty in 

relative terms – the fact that some people lack those 

things which others in society take for granted.” In his 

2009 Hugo Young lecture he argued that “we should focus on 

closing the gap between the bottom and the middle”. 

Unfortunately this Bill, if passed, will prevent his ever 

discovering whether his government succeeded in doing this.  

The Prime Minister and the Chancellor have both said they 

want to reclaim the phrase One Nation for the Conservative 

Party and there is a strong One Nation case for dealing 

with relative poverty. It was well set out by the Secretary 

of State’s think tank, the Centre for Social Justice in its 

2006 State of the Nation report, which devoted a 

substantial section to the importance of relative poverty: 

“In an age when absolute poverty is a real danger for 

millions of people, the safety net represented an enormous 

advance. But in our own age, our ambitions should be 

higher. As individuals we should all have the chance to 

move forward and as a nation we should move forward with a 

sense of cohesion.”  

The benefit cap and restricting the child element to two 

children 

The Bill cuts the Benefit Cap from £26,000 to £20,000 

(£23,000 in London). It also restricts the per child 

element of Child Tax Credit (and the equivalent child 

element of Universal Credit) to two children per family. 

The Benefit Cap is a measure that targets children more 

than adults and hurts poor children most of all. It leads 

to more children being poor and makes their poverty worse. 

Lowering it will exacerbate these tendencies. 

http://www.tuc.org.uk/
http://conservative-speeches.sayit.mysociety.org/speech/599937
http://www.theguardian.com/society/2009/nov/11/david-cameron-state-localism-society
https://www.yumpu.com/en/document/view/34504720/ec-dep-full-report-2qxp-centre-for-social-justice/5
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According to the latest official figures, between April 

2013 and February 2015 the Benefit Cap had hit 58,690 

households. In these households there were 81,501 adults 

and at least 206,235 children: 72 per cent of the 

individuals hit by the Cap have been children. 

94 per cent of the households hit by the Benefit Cap are 

families with children. Shortly after the election it was 

discovered that DWP officials have calculated that “around 

40,000 more ... children might in the absence of any 

behaviour change, find themselves in poverty as a result of 

reducing the cap to £23,000.” 

According to the latest official figures, 27 per cent of 

children live in families with three or more children. But 

84 per cent of the families with children hit by the 

Benefit Cap have three or more children. In addition, the 

Bill restricts the per child element of CTC and UC to the 

first two children from April 2017. Larger families will 

lose £2,780 a year for each child thus excluded. Children 

in large families are already more likely to be poor: 

Proportion of children poor by size of family, three measures of poverty (%) 

    One 

child 

  Two 

children 

  Three or 

more children 

Material Deprivation & low income 10 10 20 

Household income below 60% of median, 

measured on a before housing costs basis 

15 15 22 

Household income below 60% of median, 

measured on am after housing costs basis 

26 25 35 

 

These policies not only target children, they target those 

most likely to already be poor.  

The benefit and tax credit freeze 

The Bill freezes the main rates of most working age 

benefits, only exempting pensioner benefits, benefits that 

cover the extra costs of disability (but not those that 

provide ordinary income support for disabled people, such 

as Employment and Support Allowance) and statutory payments 

such as statutory maternity pay. 

The Budget Report (table 2.1) reveals that by 2020-1 it is 

expected that this measure will reduce benefit spending by 

£4 billion, making it the largest cut announced at the 

Budget. The TUC has looked at the impact of benefit freezes 

on Child Benefit and calculated that this benefit is 

already worth £3.60 less a week for a first child and £2.35 

http://www.tuc.org.uk/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/426833/tables-benefit-statistics-to-feb-2015.xls
http://www.theguardian.com/politics/2015/may/29/household-benefit-cap-plunge-40000-kids-poverty-memo
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/437253/hbai-2013-2014-supporting-excel-files.zip
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/443232/50325_Summer_Budget_15_Web_Accessible.pdf
https://www.tuc.org.uk/social-issues/eroding-child-benefit


 Briefing: Welfare Reform and Work Bill 

 

 6 

less for subsequent children. Assuming inflation is in line 

with official forecasts, by 2020/21 it will be worth £5.45 

less for first children and £3.60 for others.  

By the time of the next election, a family with two 

children born before May 2010 will have lost a cumulative 

total of £3,101.80. Last year the TUC published Raising 

incomes for low-paid families, an analysis showing the 

importance of tax credits and other in-work benefits. In 

particular, for five million workers earning less than the 

Living Wage (which is substantially more generous than the 

new National Living Wage supplement to the minimum wage) 

would leave many still in poverty and more generous in-work 

benefits and tax credits would also be needed to eliminate 

in-work poverty. A freeze, which will reduce the real value 

of these benefits, will have the opposite effect, 

increasing the number of people who are working poor and 

increasing the depth of their poverty.  

The 2015 edition of the IFS’s Living standards, poverty and 

inequality in the UK confirmed this fundamental analysis: 

in-work poverty has risen since 2009-10 because of falling 

earnings, and the Institute notes “a particularly large 

increase in the prevalence of families with less than £400 

per week of gross earnings”.  Since the recession in-work 

benefits have become more and more important for low-paid 

workers who have been partially protected from the growing 

inequality of earnings. Freezing the nominal value of in-

work benefits and the other cuts announced at the Budget 

will mean that poverty and inequality will inevitably 

increase. It is important to realise that the planned 

increase in the minimum wage and the income tax personal 

allowance are not sufficient to counteract this. As the IFS 

comment: 

“Stronger earnings growth and the Conservatives’ planned 

income tax cuts would do most for incomes towards the top 

of the distribution, while planned benefit cuts will hit 

low-income households (both in and out of work) hardest.”  

This is the total only for Child Benefit. For poorer 

families and other families who qualify for different 

benefits the losses will be even greater. 

http://www.tuc.org.uk/
http://www.tuc.org.uk/sites/default/files/case%20studies%20HR%20analysis%206%202%2014.docx
http://www.tuc.org.uk/sites/default/files/case%20studies%20HR%20analysis%206%202%2014.docx
http://www.ifs.org.uk/uploads/publications/comms/R107.pdf
http://www.ifs.org.uk/uploads/publications/comms/R107.pdf
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Employment and Support Allowance  

The Bill removes the work-related activity component in 

employment and support allowance for new claimants. 

Genuinely disabled people will lose £29 a week as a result.  

Recipients of ESA – WRAG have undergone a Work Capability 

Assessment, as a result of which they have been assessed as 

not currently capable of work. Unlike claimants in the 

Support Group, there is an expectation that eventually they 

will be able to enter employment, but this may not be for 

some time. In the meantime they really are unable to work 

and the existence of this element recognises the fact that 

they currently do not have the option of leaving the 

benefit for employment. This measure will of course cause 

disabled people applying for the benefit to try to prove 

that they will never be able to do paid work again – truly 

a perverse incentive. 
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