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About CPAG 
Child Poverty Action Group (CPAG) works to prevent and relieve poverty among children in the UK. 

We have particular expertise in the functioning of the social security system through our welfare 

rights, training and policy work. We author and publish The Welfare Benefits & Tax Credits Handbook 

(the annual authoritative guide to social security in the UK), provide specialist advice to first tier 

advisors through a telephone and email service, and are currently providing frontline welfare rights 

advice to food bank users in Tower Hamlets.  

We act as secretariat for the National Association of Welfare Rights Workers and are currently chair of 

the voluntary sector Social Security Consortium. 

We collect case study evidence from advisors on the impacts of welfare reform through our Early 

Warning System (EWS) which covers the whole of the UK.  

In putting together this submission we have drawn on all these sources of information. 

 

  



 

Inquiry questions 

1. How have claimants responded to the lower cap? 

First we would like to point the committee to the government’s evaluation findings on the original 

(higher) cap which found that only 16 per cent of people moved into work after being capped, while 

11 per cent would have moved into work without the cap.1 It is apparent that the effect on 

employment is relatively small, especially given the financial losses it imposes on families. It is also 

very likely that those who ‘moved into work’ as a result of being capped were either working less than 

16 hours per week and were able to increase their hours (the terminology of ‘moving into work’ 

wrongly implies that claimants are not working at all, when in fact some are working but less than 16 

hours per week) or were those who were already close to the labour market. Although quantitative 

data on this is not available, this was the view of professionals working with capped claimants in 

Haringey.2 

The majority of claimants affected by the benefit cap have already been assessed as not being 

required to work; latest benefit cap statistics (May 2018) show that just 19% of capped households 

are claiming jobseekers’ allowance while the majority of others are not expected to seek work in 

order to receive benefits, due to ill-health/disability or caring responsibilities for very young children. 3  

Estimates are that this may rise to 21%, but this still a small minority of claimants.4 The government’s 

own review of the first year of the higher benefit cap found that two-thirds of capped claimants 

‘perceive considerable barriers to employment’, principally childcare (43%) and health (27%).5 Given 

this, it is not surprising that the same review found that more capped families had cut down spending 

on essentials (32-35%) than had looked for work (24-28%) as a result of the cap.  

The latest benefit cap statistics show that in May 2018 71% of capped households were single-parent 

families, of which 76% had a child under 5. That so few lone parents with no children under-5 are 

capped suggests that lone parents are eager to work but struggle to do so when their children are 

small and they either believe it is in the best interest of their child to be at home, or cannot find 

suitable and affordable childcare that matches the hours required by available jobs.  

Even jobseekers’ allowance claimants are only required to actively prepare for and seek work, not 

necessarily to find it, in order to receive support, recognising that not everybody finds a job straight 

away. This may be because of local labour market conditions, for example a lack of jobs which fit with 

childcare or school hours, or because they need to train or gain experience first. 

The benefit cap makes none of these distinctions. The policy seems to be penalising the vulnerable for 

being vulnerable. There are gaping inconsistencies between conditionality as applied in the rest of the 

benefits system – which is demanding, but permits adjustment to personal circumstances - and the 

blunt conditionality that is in effect created by the benefit cap. Not only is the conditionality 

effectively created by the benefit cap extremely blunt, but the sanction is often far harsher than that 

in any other benefit system. 

If a capped household cannot escape the cap by working, their alternative is to move house to a 

cheaper home. But Shelter has calculated that a family with two young children will not be able to 

find a home in 60% of the country – including the entire southeast and southwest regions – which 

would be cheap enough for them to escape the reduced cap.6 It is not realistic or fair to expect 

families in the south to simply move to an entirely different part of the country, far from family, 

friends, communities, schools and other support networks. In any case the same analysis by Shelter 

found that a family with four children will find the entire country unaffordable. Looking at the 



 

Government’s own evidence, the IFS found in 2014 that ‘the large majority of affected [capped] 

claimants responded neither by moving into work nor by moving house’.7 

CPAG is highly concerned that the benefit cap is impoverishing vulnerable people – principally 

children, lone parents and disabled people – to a degree which is far out of proportion to any effects 

on employment. It is worrying that the government has not undertaken – or at least has not 

published – any evaluation of the impact of the lower benefit cap. 

CPAG’s work has identified some groups who face particular difficulties moving into work or 

otherwise escaping the cap, yet who still have no exemption or grace period. 

Refugees 

Refugees and their families are immediately subjected to the benefit cap, before they have had a 

chance to settle their families in the UK and look for work. Some may need to study English to 

increase their chances of finding work, or may need to find support for children who have been 

traumatised by their experiences. There is no grace period for new refugees to allow them to take 

these steps and they are unlikely to have the option to move house easily, having just been placed. 

Case studies 1 and 2 

A refugee family who have been in the UK for four months have their housing benefit reduced by the 

benefit cap. Their father is a jobseeker but currently has limited employment possibilities. He is doing 

voluntary work to improve his opportunities for work. 

A refugee family with six children have just arrived in the UK and are about to move into a permanent 

tenancy. They will immediately be affected by the benefit cap, and may struggle to pay their rent in full 

from the start, risking the stability of their new life. 

 

Families with disabled children under 3 

Disabled children often do not meet the criteria for Disability Living Allowance (DLA)/Personal 

Independent Payment (PIP) (which would exempt the family from the cap) until they are three years 

old. Yet families with disabled children face particular barriers to finding work as they would require 

highly specialised childcare which is often not available, and tends to be expensive. The Family and 

Childcare Trust report that providers can be reluctant to take on children with disabilities, parents 

often do not have confidence in the ability of providers to meet their children’s needs, and that it is 

common for parents to be charged more for a disabled child. They also cite research by Contact a 

Family noting that many parents with disabled children struggle to access the free entitlement for 

such reasons.8  

Case study 3 

A lone parent of four children was previously contributing £120/month to her rent which was a 

struggle to manage, and has now been advised that after the benefit cap is applied she will have to 

pay £150 - £200/month. The youngest child is disabled but the family are not exempt from the cap 

because he is only one year old and would have difficulty meeting DLA criteria. If this mother were to 

start work she would require a childcare provider who could collect her older children from nursery at 

11.30am and 2.45pm and from school at 3.20pm, as well as being highly trained to look after her 

youngest child. 

Families with young disabled children may also be very reliant on local support from family and 

friends, making moving house difficult. 



 

Lone parents of new babies 

It is sometimes the arrival of a new baby which leads to higher benefit entitlement and brings families 

under the scope of the cap for the first time. Where lone parents have a new baby and were either 

not previously in work, or not entitled to any maternity pay, it is extremely difficult to manage and 

clearly unrealistic to expect them to work or move house immediately after a new baby is born. 

Case study 4 

A single mother with two older children gave birth to twins, which took her over the threshold for the 

benefit cap. She had been working 16-20 hours per week before having the twins, which she 

successfully combined with caring for her older children, but was on a zero-hours contract and has 

received no maternity pay or benefits from her employer (she had to stop working 2-3 months before 

the end of her pregnancy due to health complications with the pregnancy). One of the twins has health 

problems which have required several hospital stays, and she does not feel that the babies are old 

enough to be placed in formal childcare particularly with these health concerns. Childcare for two 

babies under one year old is also very expensive and they are not yet entitled to any free childcare. 

Some local providers have also told this mother that they are not prepared to take on twins until they 

are a year old.  

The family cannot downsize to a smaller home as the mother already shares her bedroom with the 

twins. She has considered moving to a cheaper area but this would mean her children losing regular 

contact with their father and the loss of support from other family members who help out, including 

looking after the other children when one baby has to stay in hospital. The family were initially granted 

Discretionary Housing Payments but have been told that these are going to run out. 

In the absence of the benefit cap this family would have received £230 per week in housing benefit 

towards rent for a small three-bedroom home. The benefit cap has reduced this to £30 per week – a 

loss of £200 a week or over £10,400 a year, 34 per cent of the family’s income.  

People with limited capability for work and those awaiting DLA/PIP assessment 

Where claimants have limited capability for work it is clearly inappropriate to require them to work on 

pain of losing benefits. Some capped households are claiming ESA. Others are awaiting assessments 

for DLA/PIP for an adult or child. Although claims are mostly completed within a couple of months, in 

rural areas it is our experience that people can wait a year for assessment. There is currently no 

exemption for those awaiting assessment. 

Case study 5 

A couple with two children under five have had their housing benefit reduced by £30 per week. The 

father has an eye condition which makes it difficult for him to find work. He has applied for PIP and a 

DHP, but in the meantime the family has had to cut back on fresh food and other necessities required 

for young children. 

Seasonal workers 

In some areas, seasonal work is all that is available but the benefit cap does not provide any grace 

period for people between periods of seasonal work, even if they are in work for the majority of the 

year, because the grace period is only available for claimants who have been in work for 50 out of the 

previous 52 weeks. 

Case study 6 

A couple with five children are both seasonal workers who work from February to October (9 months 

each year), but are subject to the benefit cap for the remaining three months per year. 



 

Lone parents facing childcare shortages 

CPAG has also encountered lone parent families who are looking for work or trying to increase their 

hours but who cannot find jobs which fit with available childcare or who struggle to afford private 

childcare where none – or not enough – is provided free by the state. Currently there is no free 

childcare provided for under-2s, and just 15 hours per week for 2 year olds.  

Not all parents can access informal help with childcare, and while subsidies are available for childcare 

costs through working tax credit or universal credit, meeting the remaining cost and making upfront 

payments can be a challenge. Some parents have reported to us that the help they receive from the 

jobcentre in finding work that fits with their childcare has been minimal.   

Parents undertaking an approved course of study 

CPAG has also encountered lone parents affected by the benefit cap who are studying to increase 

their future job prospects, or plan to do so. This would be a route to longer-term sustainable 

employment and better future earnings prospects, but the benefit cap makes this course of action 

very difficult.  

Recommendations 

Because of the barriers they face to working or moving house, CPAG recommends that exemptions, 

or at minimum grace periods, be made available from the benefit cap, for: 

 Those recently granted refugee status 

 Parents of disabled children under three 

 People who have applied for DLA/PIP and are awaiting assessment 

 Families with a child under one 

 Parents who are undertaking a course of study or voluntary work in order to improve their 

employment and/or earnings prospects 

 Seasonal workers in periods between employment 

 Jobseekers who are fulfilling their work preparation and work search requirements 

We also recommend that maternity allowance, paid to mothers who do not qualify for statutory 

maternity pay, be excluded from the scope of the cap. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

2. Does the cap address high underlying rates of housing benefit and child benefit in a fair 

way? [Question from the previous 2017 inquiry] 

An analysis of housing benefit expenditure growth between 2003 and 2010 found that the increased 

expenditure resulted primarily from an increased caseload – which is attributed mainly to labour 

market stress, including stagnating wages at the lower end of the labour market – and only around a 

third of the growth resulted from changes in payment levels.9 The percentage of housing benefit 

claimants in work nearly doubled between 11% in 2002/3 to 21% in 2012/13.10 It is therefore not 

clear that bearing down on a relatively small number of households with high entitlement is a fair or 

reasonable strategy if the goal is to reduce overall housing benefit expenditure.  

The fairest and most effective way to bring down the housing benefit bill would be to address the root 

causes of  growing expenditure, such as low pay and growth in the private rented sector, rather than 

cutting entitlement for families in need.  

At the household level, high underlying housing benefit entitlement is not fairly treated by the cap as 

it generally results from circumstances beyond the claimants’ control, for example the simple fact of 

living in a high-rent part of the country. It is not reasonable to expect claimants to move across the 

country and leave family, communities and schools behind. 

Temporary accommodation is a particular case of concern. Households are placed in temporary 

accommodation as a result of being deemed homeless and priority need, and so are recognised as 

being vulnerable. Temporary accommodation is often more expensive than other forms of housing, 

and when local authorities are required to house larger families or find adequate accommodation in 

high rent areas, they will struggle to find temporary accommodation that does not bring households 

within the confines of the cap. As a result, families who are accepted as homeless and then placed in 

temporary accommodation could be made homeless again due to their inability to cover their costs as 

a result of the benefit cap, regardless of their vulnerability.  

Case study 7 

In October a single male refugee was placed in temporary homeless accommodation by the local 

authority at a cost of £305 per week. He was in receipt of JSA, so this meant his housing benefit was 

reduced by £28 per week to comply with the benefit cap. When the lower benefit cap was introduced, 

his housing benefit was reduced by £120. Given the level of JSA there is no way he can pay his rent, 

and it is clearly impossible for him to move house until more suitable accommodation becomes 

available. 

Children’s benefits are designed to provide a minimum decent standard of living, and their levels have 

been determined by Parliament. By arbitrarily reducing awards to families with children, children’s 

living standards will be put at risk and children with more siblings – or who happen to live in higher-

rent areas – will in effect receive less than others. 

Recommendations 

We recommend that: 

 People in temporary accommodation be exempted from the cap; 

 Children’s benefits be excluded from the scope of the cap. 

 

 



 

3. What are the cap’s knock-on effects on other public spending, such as local authority 

expenditure? 

The lower benefit cap puts families at risk of homelessness, with high consequent costs for local 

authorities. Many families can be expected to fall into rent arrears as a result of the cap, while others 

with existing arrears – which they were managing to repay – have found that they are now unable to 

honour repayment agreements: 

Case study 8 

A client was in rent arrears after an overpayment that occurred during the breakdown of her 

relationship, and had a court order for eviction. With the help of an adviser she offered a repayment 

arrangement which she was managing to follow until her housing benefit was reduced by the lower 

benefit cap. She now has no means of paying either her rent deficit or her arrears. 

The absence of an exemption from the benefit cap for kinship carers puts these arrangements at risk 

by forcing families to divert payments meant to be spent on these children’s needs to paying the rent. 

If kinship carers are disincentivised from taking on children, or find that they cannot sustain these 

arrangements financially, the consequential costs to local authorities of having to place these children 

in care would be far higher than any savings from applying the benefit cap to these families. 

Case study 9 

A young couple with two children of their own, who also care for their nephew, are subject to both the 

benefit cap and the local housing allowance cap on their private sector tenancy. Any financial support 

they receive for the child they provide kinship care, as well as a portion of their other benefits, has to 

be spent on paying the rent. 

More broadly, there is strong evidence that any policy which impoverishes families will carry heavy 

costs to the public purse through its effects on wellbeing, health, educational attainment and other 

impacts. The costs of child poverty to the UK have been estimated at more than £29 billion per year.11 

Recommendations 

We recommend that: 

 Kinship carers be exempted from the cap, in line with the exemption for those in receipt of 

Guardian’s allowance, and in line with the approach taken to the two-child limit on tax 

credits/universal credit which exempts children in kinship care. 

 Families at risk of homelessness or with repayment agreements for existing arrears be 

granted a grace period from the cap. 

We also call for publication of a full assessment of the costs of the benefit cap to local authorities. In 
the impact assessment for the lower benefit cap, published in August 2016, the government noted 
that it was ‘refining [its] estimate’ of the effect of the lower benefit cap on costs to local authorities, 
but to our knowledge no such estimate has since been published. 

 

 

 

 

 

 



 

4. What are the consequences for Discretionary Housing Payments (DHPs) and what impact 

does use of DHPs have on behaviour change? 

DHPs have enabled some families to avoid the worst impacts of the cap. The government’s own 

impact assessment for the lower benefit cap gave clear evidence of the benefits of mitigating the 

effect of the cap through DHPs, noting that ‘households who had not received DHPs were more likely 

to say that they had not made any progress to overcome barriers to work (48% compared to 36% 

overall)’.12  

This evidence also undermines the use of the benefit cap as a tool to encourage work for vulnerable 

individuals or families, as these groups are in fact less likely to make progress towards work unless the 

loss of income (the supposed work incentive) is compensated.  

However DHPs are an inadequate mechanism to protect vulnerable families because they are by their 

nature uncertain and may not be awarded or may be ended at any time. 

A review of DHP policies in Scotland found that several local authorities would only award DHPs on a 

time-limited basis (one for up to 13 weeks, two for up to 26 weeks, and two for a maximum of six 

months), one applies jobsearch conditions to a DHP award after three months, and one provides 

100% DHP only for the first three months, thereafter reducing awards to 50%.13 

CPAG also understands that some local authorities are now refusing to provide DHPs for households 

affected by the benefit cap altogether. This is a very alarming development. 

Case studies 10, 11 and 12 

A client applied for a discretionary housing payment after the benefit cap was applied reducing her 
housing benefit by £33 a week. Her adviser received an email from the local authority stating, 'due to 
funding constraints within our DHP budget and the increased number of cases, we are not in a position 
to award DHP for cases affected by the Benefit Cap.’  

A single parent with three children of her own and a fourth who she provides kinship care for, applied 
for DHP to mitigate the benefit cap. Her local authority considered kinship care payments as income 
and refused the DHP. 

A single parent with five children was awarded DHP for 13 weeks but the local authority refused to 
extend this as she was not facing exceptional circumstances. Moving house to cheaper 
accommodation is unlikely as she is already over-occupying in a council property. In order to work she 
would have to juggle school and nursery pick-ups as well as finding suitable childcare for her youngest 
child who is under three. 

 
These worrying reports suggest that the principal mitigation measure for vulnerable families 
struggling with the benefit cap – one which the government relies on heavily in its own impact 
assessment14 and in responses to questions about the impact of the cap on vulnerable families and 
children15 – is shot through with holes. 
 
Recommendations 
CPAG recommends that DHP budgets and guidance be designed to ensure that vulnerable families are 
protected from harmful consequences of the benefit cap, in all local authority areas. 
 
 
 



 

5. What difficulties are claimants experiencing in adjusting to the cap?  

CPAG has encountered many families experiencing ongoing severe hardship as a result of the benefit 
cap. This is not a case of initial difficulties adjusting after which life under the benefit cap becomes 
manageable, but an ongoing level of deprivation which causes intense stress and worry about the 
consequences for their children, and the loss of a decent standard of living. For the reasons discussed 
above, many capped families are not in a position to immediately find work and many have no option 
of moving to a cheaper home or would lose vital family contact and support if they did so (e.g. 
children’s contact with their father, help with disabled children or informal childcare allowing them to 
study or look for work). The only way in which they can ‘adjust’ is to go into debt or to cut spending 
on essentials and on their children.  
 
Indeed modelling by the Institute for Public Policy Research estimates that the lower benefit cap will 
push an additional 100,000 children into poverty when universal credit is fully rolled out, and 200,000 
more into severe poverty.16  
 
Effects on children 
Cases reported to CPAG show that families have to cut back on essentials with consequences for 
children’s diets, health and educational opportunities. Others worry about how to afford Christmas 
and birthdays without depriving their children. 
 

Case study 13 
A lone parent with four children under ten has had her housing benefit reduced from £96.88 to 50p a 
week following application of the benefit cap. She has been awarded a DHP but only until the end of 
the financial year after which she does not know if she will receive any further help or not. She already 
struggles to buy fresh and health food for her children and has had to cancel her internet subscription 
which has limited the children's access to information for school projects.  

 
CPAG has also heard from a lone parent forced to spend child maintenance payments  – money 

intended to provide for children’s needs – on paying the rent as a result of the benefit cap. This is 

similar to the case given earlier of a family with a child under kinship care, who have to divert money 

intended for his upkeep and wellbeing to rent payments. 

Effects on ability to look for work 

Cancelling an internet subscription as in the example above will clearly make it harder to look for jobs 

and make applications. CPAG has also heard from a lone parent who, as a result of the cap, is unable 

to afford travel costs to training courses that she would like to take to improve her employability. She 

also worries that if offered a job interview she would struggle to pay for transport to get there. 

Particularly severe effects under universal credit 

The way in which the benefit cap is applied in universal credit – applied to the total award rather than 

solely the housing element, with no ring-fencing of the standard allowance or children’s elements 

despite these essentially representing default amounts for people to live on – means that people can 

be left in even more severe hardship. Where people have managed payments to landlords, the 

benefit cap appears to be applied to the remaining amount not the rent amount paid to the landlord, 

in some cases leaving families with zero income. 

 

 

 



 

Case studies 14 and 15 

A lone parent on universal credit was subject to the benefit cap and had a managed payment in place 

to her landlord. Her housing element was paid to the landlord, and after the benefit cap was applied to 

her award she was left with zero income to support herself and her children. 

A disabled lone parent on universal credit, with limited capability for work, became homeless and 

moved into temporary accommodation. The rent increase led to her universal credit being benefit 

capped. Were she to ‘keep back’ the amounts paid to her intended for the needs of her and her child 

(standard allowance, child elements and child support from her ex-partner) from her universal credit 

payment, she would accrue rent arrears of over £1000 each month, which she has no realistic 

prospects of being able to repay. Alternatively she could pay the majority of her rent but be left with 

extremely limited money to buy essentials for herself and her children.  

It is positive news that the latter situation will no longer arise for people newly moving into temporary 

accommodation, who will now receive housing benefit, but the same principle will apply of the 

benefit cap eating into money needed for essentials. 

 

Recommendations 

CPAG recommends an urgent review of the impact of the lower benefit cap on the wellbeing of 

children in capped families, including the effect of its differential application in universal credit, and 

the provision of any necessary exemptions and/or mitigation measures to protect children from 

hardship. In universal credit, we recommend immediate ring-fencing of amounts for children’s and 

adults’ basic needs as well as disability elements, to protect these from the benefit cap, to avoid 

situations of zero- or near-zero income arising for vulnerable families. This would also bring the 

application of the cap through universal credit into line with its application in the legacy system. 

  



 

6. What is the effect on claimants who are not subject to jobsearch conditions? 

People not expected to work due to ill-health or caring responsibilities 

Many of the examples given throughout this submission concern people who were not expected to 

work due to ill-health or caring responsibilities. Some have been assessed as having limited capability 

for work by the DWP’s own procedures. Some are single parents who are benefit capped on the 

arrival of a new baby, or in case baby twins. Some are single parents with disabled infants and 

toddlers who do not yet qualify for exempting benefits but nonetheless require a very high level of 

care. People in these challenging situations – who ought to receive additional support – are instead 

being pushed into hardship and severe stress by the benefit cap. 

 

People in work whose paydays do not match UC assessment periods 

In UC the benefit cap is applied strictly on the basis of each month’s reported earnings. Our early 

warning system has received several cases of people earning more than £520 per month but who do 

not always appear to have these earnings for the purposes of the UC system, purely because of when 

their paydays and assessment period dates fall, leading them to have their benefits capped even 

though they earn above the threshold.  

This can lead to serious financial losses, creates arbitrary differences in awards between claimants 

purely because of when their paydays fall, and runs completely against the stated purpose of the 

benefit cap to incentivise work.  

Some claimants who are paid monthly, but sometimes paid twice in one assessment period and none 

in the next, are being benefit capped because they appear to have no earnings in months when they 

have no paydays. Claimants are not permitted to change their UC assessment periods to avoid this. 

Case study 16 and 17 

A claimant is paid on the last working day of the month earning well above the UC earnings threshold 

for the benefit cap of £520 per month. Her UC assessment period runs from 30th of one month to the 

29th of the next month. Nancy was paid twice in her December assessment period, and as a result 

received only £64 in UC at the start of January. The DWP advised her that this was “the nature of the 

beast” and there was nothing she could do. Nancy was not paid any wages at all during the following 

assessment period, as her pay days fell just outside the dates of the assessment period. Her UC was 

then capped for that month. This pattern is set to continue and modelling shows that Nancy will have 

her UC capped six times during the 18 months from January 2018 onwards.  

A single parent with twins aged 18 months works 25 hours per week even though UC does not require 

the carer of a child under three to look for work. However, her wage payments are sometimes early 

due to a weekend, which means that in some assessment periods she has two wage payments, whilst 

she has none in others. This has led to her being benefit capped about three times in a year. She asked 

her employer to change her pay dates, but they are a fairly large employer and were not able to 

change their practices just for her. 

 

Claimants paid four-weekly rather than monthly can expect to be paid one pay packet in eleven 

assessment periods per year, and twice in one assessment period (as they receive thirteen pay 

packets overall each year). This means that if they earn just over the benefit cap threshold on a 

monthly basis, for example if they work sixteen hours per week at the ‘National Living Wage’ or 



 

slightly more, they will be paid slightly under the threshold in eleven months each year, but well 

above the threshold in the one month they are paid twice. This can result in them being benefit 

capped in eleven months out of twelve, while someone with identical earnings but paid monthly 

would never be benefit capped.  

Case study 18 

A single mother working 17 hours per week is paid £510 every four weeks. The monthly equivalent 

would be £552.50 – enough to mean that she would not be benefit capped if she were paid monthly. 

However, as she receives less than this in almost all assessment periods, except the one in twelve 

where she is paid twice (receiving £1,020), she is benefit capped almost every month. 

We have even heard of colleagues working in the same shop, in the same role and with the same 

hours and pay (16 hours per week at close to the ‘National Living Wage’), some of whom are regularly 

benefit capped while others are not, solely because some are paid monthly and some four-weekly 

depending on when their contract started. Those who are paid four-weekly are subject to the benefit 

cap almost every month, while their colleagues who are paid monthly are not.  

A similar problem can arise for anyone working 16 hours per week on the ‘National Living Wage’ (or 

with the equivalent earnings) who is not paid monthly. People paid fortnightly would appear to have 

earnings below the benefit cap threshold for the ten months of the year in which they are paid twice 

rather than three times, and people paid weekly would fall below the threshold in the eight months 

each year in which they are paid four times rather than five.  

These situations are illustrated in Figure 1 below. 

The DWP has indicated to CPAG that it is looking into how this problem can be resolved. We have 

proposed a solution using existing arrangements for averaging earnings. UC rules currently allow 

earnings to be averaged in order to determine whether claimants are earning enough to exceed the 

threshold for in-work conditionality. Claimants earning below a certain level may be required to look 

for more work in order to receive UC and face sanctions if they do not continue to seek additional 

work; this ‘in-work conditionality’ is typically only applied to people whose earnings fall below the 

equivalent of their expected hours of work – up to 35 hours per week, or less if they have caring 

responsibilities or health needs – at the minimum applicable wage level.  

In order to determine whether their earnings meet the threshold, there is provision for averaging in 

order to take account of irregular earnings patterns and avoid penalising claimants whose income 

fluctuates but – on average – exceeds the threshold on a weekly basis (see Box 1 below). An identical 

system could be used to determine whether people’s earnings exceed the benefit cap threshold.  

We understand that averaging currently has to be done manually, and we recognise that the process 

involves an element of judgement as to which pay cycle to use. However, for claimants paid monthly 

or with regular, but non-monthly, pay cycles, this judgement is straightforward and only has to be 

made once. We recommend that the system be applied manually for the purposes of applying the 

benefit cap with immediate effect, while automated solutions are developed, due to the serious 

financial losses for affected claimants, unless the department has a better alternative solution to 

prevent unfair benefit capping. 

 

 



 

Figure 1. People working 16 hours per week on the National Living Wage – the level at which the 
benefit cap should not apply – nonetheless face being benefit capped in up to 11 months each year, 
depending on their pay frequency and assessment period dates. 

 

 

Box 1. Averaging of earnings under universal credit 

The Universal Credit Regulations 2013 provide for claimants’ work-related requirements (whether 

they have to continue to seek additional work) to be determined on the basis of average weekly 

earnings. The following extract from the regulations describes how weekly earnings are calculated 

[emphasis added]: 

“(6) A person's weekly earnings are the person's earned income taken as a weekly average by 

reference to— (a)the amount of that earned income calculated or estimated in relation to the current 

assessment period before any deduction for income tax, national insurance contributions or 

relievable pension contributions; or 

(b) in a case where the person's earned income fluctuates (or is likely to fluctuate) the amount of that 

income— 

(i) where there is an identifiable cycle, over the duration of one such cycle, or  

(ii) where there is no identifiable cycle, over three months or such other period as may, in the 

particular case, enable the weekly average to be determined more accurately.” 

 See Universal Credit Regulations 2013 (90) at 

http://www.legislation.gov.uk/uksi/2013/376/regulation/90 

 

http://www.legislation.gov.uk/uksi/2013/376/regulation/90


 

For more information on this issue see CPAG’s recent report on UC assessment periods at 

http://www.cpag.org.uk/sites/default/files/CPAG-2018-Rough-justice.pdf  

 

Recommendations 

We recommend that the benefit cap be lifted from anyone not subject to jobsearch requirements. 

(However as those subject to jobsearch requirements are already subject to the DWP’s conditionality 

and sanctions regime, it the logic for applying the benefit cap to this group is also not clear.) 

An immediate solution must be found to the problem of people in work being benefit capped due to 

their payment dates, whether through the averaging arrangements we have proposed or through 

other means.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

http://www.cpag.org.uk/sites/default/files/CPAG-2018-Rough-justice.pdf


 

Other concerns about the lower benefit cap 

Level of the cap 

We are very concerned that the cap leaves many families with an income far below that needed to 

provide a basic but decent standard of their living for their children, and was reduced at a time when 

the cost of living is rising considerably. There is no provision in legislation to ensure that the cap rises 

in line with inflation. If there is to be a benefit cap in place, it must be set at a level which ensures a 

minimum decent standard of living for all members of affected families and it must be adjusted when 

the cost of living goes up. 

Recent analysis shows that a couple with three children, relying on out-of-work benefits and living in a 

modestly priced private rented home, were already 40% short of affording what the public deems to 

be minimum acceptable standard of living, in 2016 before the implementation of the lower cap (a 

£200 a week shortfall). By 2021, thanks to rising costs and the lower benefit cap, this gap will have 

doubled and they will have barely a third of what they need.17 The main losers will be their children. 

Modelling by the Institute for Public Policy Research published in 2017 found that the benefit cap will 

push an additional 100,000 children into poverty, and 200,000 into severe poverty, when universal 

credit is fully rolled out.16 

The government has argued that the level of the cap is ‘fair’ because around 4 in 10 workers earn a 

similar amount or less from work, implying that it these households are in a similar position and face 

similar choices about, for example, where they should live. But this ignores the fact that a household 

earning £20,000 or less would in many cases be entitled to a range of benefits on top of this amount, 

including child benefit, universal credit or child tax credit, working tax credit and housing benefit. For 

a family with several children, these would amount to several thousand pounds per year – in some 

cases well over ten thousand – meaning that the household’s overall income would be much higher 

than a family of the same size living under the benefit cap. The claim of fairness is therefore very 

misleading and the level of the cap appears completely arbitrary. 

 

Human rights concerns 

The Supreme Court said that the higher benefit cap was in breach the UN Convention on the Rights of 

the Child, and that ‘it cannot possibly be in the best interests of the children affected by the cap to 

deprive them of the means to provide them with adequate food, clothing, warmth and housing, the 

basic necessities of life’.18 It is alarming that in the light of this judgment, the decision was taken to 

lower the cap still further. 

 

Transitional protection for benefit capped claimants in the managed migration to universal credit 
Reg 53(9) of the managed migration regulations provides that households who either would have 

been subject to the benefit cap except for the fact that they are not currently receiving housing 

benefit, or who have been benefit capped but could not be ‘fully’ capped because their housing 

benefit has already been reduced to the maximum level, will not receive any transitional protection in 

when they are moved over the universal credit. (The ‘legacy amount’ used to calculate their 

transitional protection will not be the actual amount of legacy benefits they receive, but instead the 

monthly UC amount available to a benefit capped household.) The government has repeatedly stated 

that “no one will experience a reduction in the benefit they are receiving at the point of migration to 

Universal Credit where circumstances remain the same” but for this group that will not be true. We 

recommend that the regulations be amended to provide full transitional protection for benefit 



 

capped households, to ensure that they do not receive less in their UC award than they did from their 

existing benefits. 

 

Summary of recommendations 

CPAG is opposed to the benefit cap in principle because it breaks the link between need and 

entitlement which is fundamental to a means-tested social security system. We also believe that the 

current level of the cap is too low to provide a decent standard of living and a secure home for 

affected people, and in particular for the hundreds of thousands of children affected by the benefit 

cap. 

While the cap continues to be applied we recommend the following: 

 Raise the level of the cap to an amount which provides a minimum decent standard of living 

for all affected families, and uprate the cap in line with inflation. 

 Conduct an urgent review of the impact of the lower benefit cap on the wellbeing of children 

in capped families, including its differential effects in universal credit, with a view to taking 

any necessary steps to protect children from hardship. 

 Ring-fence amounts for children and adults’ basic needs and additional disability elements 

from the benefit cap in universal credit, bringing it into line with the way the cap is applied in 

the legacy system.  

 Provide exemptions or grace periods for the following groups: 

o Those recently granted refugee status 

o Parents of disabled children under three 

o People who have applied for DLA/PIP and are awaiting assessment 

o Families with a child under one 

o Parents who are undertaking a course of study or voluntary work in order to improve 

their employment and/or earnings prospects 

o Seasonal workers in periods between employment 

o Jobseekers who are fulfilling their work preparation and work search requirements 

o Kinship carers 

o Individuals or families who have fled domestic violence 

o People in temporary accommodation 

o People at imminent risk of homelessness  

 Remove maternity allowance and children’s benefits from the scope of the cap. 

 Immediately legislate to avoid people in work who earn more than £520 a month being 

benefit capped under universal credit because of when their pay dates fall relative to their 

monthly assessment periods. 

 Provide an adequate DHP budget to protect vulnerable capped families, guaranteed over a 

number of years, and ensure that local authorities are not developing blanket policies to deny 

DHPs to capped families.  

 Revise the regulations for the managed migration to universal credit, to ensure benefit 

capped families benefit from transitional protection and do not see a further reduction in 

their award. 
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