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Families most in need are left exposed to rising costs  

New statistics released today show that 123,000 households were subject to the benefit cap in November 2021.1 
The benefit cap limits the amount of social security received by some households, with families with children 
losing £235 a month, on average.2  

In April, when inflation is expected to reach 8 per cent and most benefits will be increased by 3.1 per cent, capped 
households will see no increase in their benefits.  

Capped households are facing a monumental reduction in the real value of their benefits 

If the government doesn’t act, 28,000 families with children in London will see the real value of their benefits fall by 
£1,840, and 77,000 families outside of London will see a real-terms fall of £1,600.3 This is between two and three 
times greater than the loss faced by families receiving universal credit who are not subject to the cap.4 Families 
not affected by the cap will at least see a slight increase in their benefit income (but still not enough to keep pace 
with the cost of living).  

Almost all capped households with children are already in deep poverty.5 Widening even further the gap between 
what they need to make ends meet and what they receive will likely have serious consequences for households 
already struggling.  

                                                           
1 Department for Work and Pensions, Benefit cap: number of households capped to November 2021, 2022 
2 Authors’ calculation of the mean loss for families with children receiving housing benefit or universal credit due to the benefit cap in 
November 2021.  
3 We estimated the difference between uprating the benefit award for families subject to the cap (£1,667 outside London and £1,917 in 
London) by 8 per cent in April 2022, and the current approach of not increasing capped awards at all. The Bank of England recently revised 
up their estimate for inflation from 7.25 per cent to 8 per cent. 
4 Families with children will see the real value of their universal credit fall by £663, on average, if inflation reaches 8 per cent.  
5 Deep poverty is defined as 50 per cent of equivalised median household income. 90 per cent of capped households are in deep poverty. 

https://www.gov.uk/government/statistics/benefit-cap-number-of-households-capped-to-november-2021
https://www.bankofengland.co.uk/knowledgebank/will-inflation-in-the-uk-keep-rising
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Families with children are disproportionately impacted by the cap 

The vast majority (85 per cent) of those affected by the benefit cap are families with children. The benefit cap 
doesn’t recognise that many families with children face higher living costs. A couple household with children is 
subject to the same cap as a couple household without children – £20,000 a year outside of London and £23,000 
in London.  

The cap affects working-age households who earn less than £617 a month (equivalent to working 16 hours a week 
at the minimum wage), with some exceptions.6 Single parents face a disadvantage escaping the cap through work 
as they need to singlehandedly reach the household earnings threshold, on top of covering childcare costs. 80,000 
households (65 per cent) affected by the cap are single parent households and 42,000 have a child under 5.  

With no increase in support, capped households will fall deeper into poverty 

The cap was reduced to its current level in 2016, where it has remained frozen. Over the six years from 2016 to 
April 2022, the cost of living is expected to have risen by around 19 per cent,7 pushing families subject to the cap 
deeper into poverty.  

Families with children affected by the benefit cap lose £235 a month on average, but some lose far more – 15 per 
cent of capped families lose out on over £400 a month.8 For some parents, the benefit cap means going without 
so that their children can eat. 

 “As long as there’s food in the cupboards and everything the kids need then anything else I can do 
without…I do my best so as life doesn’t change anything for them.” 

Anthony, single father subject to the benefit cap, Benefit Changes and Larger Families project 

Other families are forced to borrow or take on debt to pay for the essentials as a result of the policy. 

“Because of the cap, I do find myself borrowing money every single month and then I obviously have to 
pay that; so it’s like a vicious circle.” 

Nicola, single mother subject to the benefit cap, Benefit Changes and Larger Families project 

Some families highlight the additional challenges they face finding working as a result of the toll on their mental 
health caused by constant financial struggle.  

                                                           
6 Couple families in receipt of legacy benefits need to work a combined 24 hours a week to be exempt from the cap, and single people 
receiving legacy benefits with no children need to work 30 hours a week. Families who begin a universal credit claim may be exempt from 
the benefit cap for nine months if, in each of the previous 12 months, they earned £617 – this is referred to as a ‘grace period’. 
7 We estimate CPI inflation at 18 per cent between April 2016 and April 2022. Author’s calculation using Office for National Statistics, CPI 
index time series, and the Bank of England’s forecast for inflation at 8 per cent in April 2022. 
8 See note 2 
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"Yeah, it’s just been a really awful, awful time since that cap’s come in as the main thing... hopefully I’ll 
manage to get back to work. But, you know, that’s kind of been dragged out of it because the more 
stressed and the worse my mental health gets, the longer I’m gonna be off work for." 

Jessica, single mother subject to the benefit cap, Benefit Changes and Larger Families project 

 
With the cap frozen since 2016, the real value of benefits for affected families has been decreasing each year with 
inflation. These quotes from parents show the enormous difficulty capped families have making ends meet even 
before the worst of the cost of living crisis hits. With inflation hitting a 30 year high, and energy bills set to soar in 
April and again in October, families will experience a much more rapid reduction in how far their benefits stretch.  

All pain, no gain 

With some notable exceptions,9 our social security system responds to families’ financial needs by providing 
additional support to help cover the costs associated with disability or having a child. The benefit cap breaks that 
link. The stated benefits of the policy don’t add up, and it’s families who are paying the price of going without and 
falling into debt.  

The government says the benefit cap encourages people to work, despite a lack of supporting evidence. The 
government’s evaluation found that just 5 per cent of people subject to the cap moved into work as a result.10 
Parents can face significant barriers to employment, such as childcare costs and the availability of flexible working. 
They need support and advice to overcome these barriers, not the threat of being pushed deeper into poverty. 
The majority of people subject to the cap have been assessed by the Department for Work and Pensions as not 
being required to look for work.11  

The government also says the policy is about saving money. While the cap reduces the overall welfare bill by a 
very small amount (around 0.1 per cent12), it creates costs because it causes people to fall behind on their bills, 
get into rent arrears, and leaves some at risk of becoming homeless. Local authorities are funded by central 
government to provide grants, known as discretionary housing payments (DHPs), to prevent residents losing their 
homes as a result of the policy. But for every £6 the government ‘saves’ from the cap, £1 is spent countering the 
impact of the cap through DHPs.13 The ‘savings’ of one department in effect becomes the ‘expenses’ of another. 
Many local authorities say the amount they receive from central government for these crisis payments is not 
enough, leading to additional expenditure on temporary accommodation for those made homeless as a result of 
the policy.14 

                                                           
9 The two-child limit restricts the child element of universal credit and working tax credit to the first two children in a family.  
10 Work and Pensions Select Committee, The benefit cap: twenty-fourth report of session 2017-19, 2019 
11 See note 10 
12 See note 10 
13 For the past three financial years, the government has given local authorities £54 million to support residents with issues resulting from 
the benefit cap – see Department for Work and Pensions, Use of Discretionary Housing Payments: financial year 2020 to 2021, 2021. The 
allocation methodology for 2021/22 means it is not possible to break down expenditure for 2021/22 by welfare reform. Based on the 
households capped in November, 2021, we estimate that the cap reduces DWP spending by around £325 million a year. Assuming the 
number of capped households remains fairly constant across the financial year, the ratio of savings from the benefit cap to spending on 
DHPs related to the benefit cap is £1:£6. 
14 Written evidence from London Councils (BNC0033) to the Work and Pensions Select Committee’s 2019 inquiry into the benefit cap. 

https://www.gov.uk/government/statistics/use-of-discretionary-housing-payments-financial-year-2020-to-2021
http://data.parliament.uk/WrittenEvidence/CommitteeEvidence.svc/EvidenceDocument/Work%20and%20Pensions/The%20benefit%20cap/written/49875.html
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Removing the benefit cap would support families most in need 

With the rate of price increases at a 30 year high, millions of families receiving benefits are facing a huge real-
terms cut to their benefits. But families subject to the benefit cap are set for a significantly larger fall.  

Benefits must be increased in line with inflation to mitigate the worst effects of rising costs on families with 
children in poverty. Without removing the benefit cap, those most in need of additional support will face 
unmanageable price increases with serious consequences.  

In recognition that the cost – to families, communities and the public purse – far outweighs the supposed 
benefits, there is growing support for abolishing the cap. Including from Lord Freud, the architect of the 2012 
Welfare Reform Act that introduced the policy.15  

To support families with children most in need through the crisis, the government needs to remove the benefit 
cap altogether. This would cost around £325 million and lift 175,000 children out of deep poverty, and 30,000 
children out of poverty. 

 

 

 

 

 

 

 

About CPAG 

Child Poverty Action Group works on behalf of the more than one in four children in the UK growing up in poverty. 
It doesn’t have to be like this. We use our understanding of what causes poverty and the impact it has on 
children’s lives to campaign for policies that will prevent and solve poverty – for good. We provide training, advice 
and information to make sure hard-up families get the financial support they need. We also carry out high profile 
legal work to establish and protect families’ rights. 

This briefing includes quotes from participants in the Benefit Changes and Larger Families project, a Nuffield 
Foundation-funded research project with the University of York, the London School of Economics, the University 
of Oxford and CPAG. 

                                                           
15 House of Lords, Hansard, 3 November 2021, volume 815  
 

https://largerfamilies.study/about/
https://hansard.parliament.uk/lords/2021-11-03/debates/63C58C59-E25B-4C71-81B3-1251D3F22945/BenefitCapReview

