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• Welfare reform agenda
• Uneven impact of welfare reform

– cumulative impact

– by place

– by household type

– by tenure

• Jobs, Welfare and Austerity
– destruction of jobs in older industrial Britain  

– places affected by welfare reform today are the same as those 
affected by job loss in the past

Overview



The welfare reform agenda



• Increasingly used as a vehicle for job activation policies
– reduced eligibility and entitlement
– increased conditionality

• Conservative Government 1979 to 1997
– Youth Training Scheme (1983), Youth Training (1989)
– More than 30 changes to Unemployment Benefits in 1980s

• Paul Gregg (1994) ‘Out for the count: a social scientist’s account of unemployment 
statistics in the UK’, Journal of the Royal Statistical Society A, Vol. 157, pp. 253-270

– 1986 - Increased job activation via compulsory Restart interviews
– 1988 - Income Support replaced Supplementary Benefit 
– 1994 - Employment Service replaced the Jobcentre
– 1995 - Invalidity Benefit replaced with Incapacity Benefit
– 1995 - Jobseeker's Act
– 1996 - Non-means tested Unemployment Benefit reduced 1yr to 6mths
– 1996 - Jobseeker's Allowance (replaced Unemployment Benefit)

• Jobseeker's Agreement on actively seeking work

Welfare reform is not new



• Labour government 1997-2010
– Need a modern welfare state: Welfare to Work, New Deals, job 

activation measures, 'rights and responsibilities', increased 
conditionality, making work pay

– Welfare Reform and Pensions Act 1999
• "work for those who can, and security for those who cannot"
• Incapacity Benefit - reform All Work Test, means test pension incomes, 

requirement to attend an interview

– Tax Credits Act 2002
• 2003 Child Tax Credit and Working Tax Credit

– Welfare Reform Act 2007, Freud Report 2007, Gregg Review 
2008, Raising expectations and increasing support: reforming 
welfare for the future (White Paper 2008)

• 2008 Income Support for lone parents - reduce eligibility
• 2008 Employment and Support Allowance (ESA), tougher WCA , plan to 

transfer IB to ESA from 2010
– Welfare Reform Act 2009

• increased conditionality

Welfare reform is not new



• 2010 Emergency Budget - major overhaul of the 
welfare system
– welfare reform became synonymous with welfare cuts
– central for deficit reduction programme
– key principles: Responsibility, 'Fairness'
– "we're all in this together"
– targeted at working age claimants as a job-activation tool, pensioners 

protected
– making work pay, incentivise work
– reduced entitlement, eligibility, income 
– more punitive approach - increased conditionality and sanctions

• Rapid design and implementation
– 21st Century Welfare, Green paper, July 2010
– Universal Credit: Welfare that works, White Paper, November 2010

• Welfare Reform Act 2012

Welfare reform and austerity, 2010-15



'Fairness and reform at the heart of Budget settlement. In 
keeping with the commitment to fairness and reform, the 
Department today confirmed the details of its emergency 
budget settlement based around the key principles of: 
protecting the most vulnerable, ensuring the best value for 
the taxpayer, reforming the welfare and benefits system, 
creating real incentives to make work pay. At its heart, is 
the commitment to help and support the poorest and most 
vulnerable in society, whilst making almost £5 billion worth 
of savings for the taxpayer by 2014-15.' 

DWP Press release for the Emergency Budget 22 June 2010

Fairness



"The Welfare Reform Act sets out how we will transform the 
welfare state and ensure that work pays for millions of 
people now trapped on benefits"

Lord Freud  June 2012

"I know there are challenges ahead too. I fully understand the 
funding challenges that local authorities will face. But I want to 
start by setting out what our reforms are really about: 
providing a lever for social change, helping people regain 
the independence and self-reliance they have lost because 
the welfare system kept them trapped down in 
dependency."  

Lord Freud  July 2012  

Make work pay and reduce dependency



• Very negative and divisive political rhetoric which 
permeated policy documents and media discourse

• Blamed people for their predicament and 
behavioural choices

• Ignored structural factors
• Characterisation of skivers versus strivers,        

shirkers versus workers
"Where is the fairness, we ask, for the shift-worker, leaving 
home in the dark hours of the early morning, who looks up at the 
closed blinds of their next door neighbour sleeping off a life on 
benefits?" 

Chancellor of the Exchequer, George Osbourne, 2012

Promoted an individual deficit model



• 2015 Conservative Government further package of cuts
- campaigned and elected on the basis of a further £12bn cuts 
- however, some U-turns along the way

- House of Lords rebellion on cuts to Tax Credits
- 2016 Budget  dropped further cuts to 'aids and appliances' PIP
- IDS resignation - questioned "are we really all in it together"

- Welfare Reform and Work Act 2016

• 2016 change in Conservative leadership, new rhetoric?
- 'Left behind' people and places 
- JAMs - Just About Managing
- U-turns along the way 

- Reduced taper for UC by 2p
- Scrapped 'Pay to Stay' in SRS
- Halted introduction of LHA rates in social rented sector
- Reversed cut to Housing Benefit for 18-21 year olds

- 2017 re-election but austerity questioned?

Welfare reform and austerity, 2015-21



The evidence on financial losses to 
people



• 'Hitting the Poorest Places Hardest' (2013) 

• The 'Uneven Impact of Welfare Reform' (2016)

• 5 reports commissioned by Social Security Committee/Welfare 
Reform Committee of the Scottish Parliament

• Beatty, C and Fothergill, S. (2017) 'Welfare reform in the United 
Kingdom 2010–16: Expectations, outcomes, and local impacts'. Social 
Policy and Administration (Early View)

Enhancing the evidence base



• Our estimates are firmly grounded in:
– HMRC budget announcements 
– DWP Impact  Assessments and Equality Impact Assessments
– For pre-2015 reforms updates since original announcements in 

subsequent budgets and out-turn figures
– For post-2015 reforms takes into account Budgets and u-turns since 

original announcements
– OBR revised estimates from Welfare Trends 2016 report

• Government administrative statistics 
− NOMIS, DWP STAT-XPLORE, HMRC, ONS

• See statistical appendix of report and papers for all details of 
reforms, data sources and methods

• Document the impacts, not comment on merits

Methods



• Ten key working age reforms:
– Housing costs: Local Housing Allowance, 'Bedroom Tax', non-

dependant deductions, Council Tax Support, Benefit Cap

– Sickness and disability benefits: Employment and Support 
Allowance, Personal Independence Payments

– Family or low pay: Child Benefit, Tax Credits

– Benefits value relative to cost of living: RPI to CPI, 1 per cent 
uprating

• Forecast saving by full-implementation in 2015/16 
£23.9bn p.a. 

• Estimated outturn by 2015/2016 £17.6bn p.a. 

Pre-2015 reforms - GB



Estimated annual financial loss from 
pre-2015 reforms

Loss 
(£m pa)

Tax Credits 4,210
CPI uprating 4,200
Child Benefit 3,030
1 per cent uprating 2,700
Housing Benefit: LHA 1,670 
Employment and Support Allowance 650
Council Tax Support 370
Housing Benefit: ‘bedroom tax’ 360
Non-dependant deductions 210
Personal Independence Payments 100
Benefit cap 100

TOTAL 17,600
Source: Sheffield Hallam estimates based on official data



• Six key working age reforms:
– Housing costs: mortgage interest support, lower benefit cap
– Sickness and disability benefits: ESA, PIP
– Family or low pay: Tax Credits and Universal Credit (remove 2+ 

children and family elements of TCs, Work Allowances, Minimum 
Income Floor for self-emp., +ve increase in Taper, childcare costs)

– Benefits value relative to cost of living: 4 year Benefit Freeze 
(including LHA rates)

• Scrapped: Delay in Tax Credit cuts, PIP adaptations,  pay-to-
stay, LHA in SRS, remove HB entitlement from 18-21 year 
olds

• Forecast saving by full-implementation in 2020/21 originally 
£12.9bn - now £9.4bn p.a. 

• Cumulative impact all reforms: £27bn p.a.

Post-2015 reforms - GB



Estimated 
loss    

£m p.a.

Universal Credit +Tax Credits 4,425 
Benefit freeze 3,580
Personal Independence Payments               600
Benefit Cap extension 340
Mortgage interest support 245
Employment & Support Allowance        205

________ 

TOTAL 9,395

Source: Sheffield Hallam estimates based on official data

Post-2015 reforms: financial loss to claimants, GB by 
2020-21



Average financial loss £ p.a.

Pensioner couple 40
Single pensioner 40
Couple – no children 200
Couple – one dependent child 900
Couple – two or more dependent children 1,450
Couple- all children non-dependent 200
Lone parent – one dependent child 1,400
Lone parent – two or more dependent children 1,750
Lone parent – all children non-dependent 250
Single person household 250
Other – with one dependent child 1,130
Other – with two or more dependent children 1,360
Other – all full-time students 0
Other – all aged 65+ 50
Other 300

Source: Sheffield Hallam estimates based on official data

Anticipated loss in 2020-21 from post-2015 welfare 
reforms, by household type



Number of 
working age 

households, GB, 
millions, 2011

Estimated 
working age 

loss
£m p.a.

Average loss per 
working age 
household 

£ p.a.

Social rented sector 3.6 5,800 1,600
Private rented sector 4.1 2,800 690
Owner occupied 12.2 3,500 280

Anticipated loss in 2020-21 arising from post-2015 
welfare reforms, by tenure

Sources: Census of Population and Sheffield Hallam estimates based on official data



Unintended consequences ? 
Homelessness due to non-renewal of assured tenancy

Source: Department of Communities and Local Government



How much will be offset?

• Discretionary Housing Payments

• Reduction in social sector rents

• Personal tax allowances

• National Living Wage

• Extension of free childcare
• Overall

– Goes some way to offset financial loss

– But the winners and the losers are unlikely to be the same people

– Unlikely full loss will be offset in this way

– Those not in work unlikely to benefit



Distributional impact



Has direction of travel changed since 2016?



• Social housing tenants
– about half of the post-2015 impact falls on those in SRS

• Families with dependent children
– two-thirds of pre-2015 cuts fall on hh with dep. children
– over 80 per cent of post-2015 cuts fall on hh with dep. children

• Long term-sick and disabled

• Working age claimants - in low-paid work, self-
employment & precarious work as well as those out of 
work

• Like Brexit, we haven't seen the main effect yet - only 
40 %  of post 2015 impact of reforms so far

Uneven impact of welfare reform



The evidence on financial losses to 
places

26



Loss per working 
age adult

£ p.a.
North East 780
North West 780
Yorkshire and the Humber 740
London 740
Wales 730
West Midlands 730
East Midlands 650
South West 630
Scotland 610
East 590
South East 560

Great Britain 680

Estimated annual financial loss by 2020/21 from 
post-2015 reforms, by region

Source: Sheffield Hallam estimates based on official data



Anticipated loss by 2020-21 arising from all 
post-2010 welfare reforms, by district

Source: Sheffield Hallam estimates based on official data



Rank Local authority

Loss per
working age 

adult
£ p.a.

Local authority

Loss per 
working age 

adult
£ p.a.

1 Blackpool 1,280 364 Surrey Heath 390 
2 Barking and Dagenham 1,080 365 Rutland 380 
3 Blackburn with Darwen 1,050 366 Winchester 380 
4 Middlesbrough 1,040 367 South Cambridgeshire 380 
5 Enfield 1,040 368 South Oxfordshire 370 
6 Knowsley 1,040 369 South Bucks 370 
7 Hastings 1,010 370 Aberdeen City 370 
8 Brent 1,000 371 Aberdeenshire 370 
9 Thanet 1,000 372 Mole Valley 370 

10 Burnley 1,000 373 South Northamptonshire 370 
11 Bradford 990 374 Wokingham 360 
12 Torbay 980 375 Guildford 350 
13 Hyndburn 970 376 Shetland Islands 340 
14 Rochdale 960 377 Hart 340 
15 Birmingham 960 378 Cambridge 330 

Worst and least affected districts



Relationship between deprivation and anticipated financial loss 
in 2020-21 from post-2015 welfare reforms, by local authority

Sources: Sheffield Hallam estimates and University of Cambridge adjusted IMD for GB



Jobs, welfare and austerity



Major industrial job losses since the early 1980s

Source: Sheffield Hallam University



UK manufacturing employment, 1978-2016

Source: ONS



GB working age out-of-work benefits, 1979-2017



Incapacity-related benefit claimant rate by 
district, February 2016

Source: DWP, ONS



Real level of unemployment 2017

Source: Sheffield Hallam University

Great Britain (5.7%)
Claimant Count 785,000
Additional ILO Unemployment      735,000
Hidden unemployment                  760,000
Real level of unemployment    2,280,000



Low-pay and precarious work

Source: HMRC, ONS

Spending on Tax Credits, per working 
age adult, by district, 2014/15 • "Real pay levels actually fell between end 

2009 and start of 2015"
Clarke and D'Arcy (2016) Low Pay Britain 2016,
Resolution Foundation 

• Lost decade of income growth, impact on jobs 
growth/distribution due to technological 
change and globalisation, and inequality akin 
to the 1860s

Mark Carney, Governor of Bank of England     
(December 2016)

• 1 in 10 workers (3.2m) in insecure/precarious 
work: 

• low-paid self-employment (1.7m)
• temp/casual (730,000) 
• zero hour contract (810,000)

TUC (2016) Living on the Edge: The rise of 
job insecurity in modern Britain, TUC



Disparities across Britain



• High welfare spending due to inadequate work 
incentives

• Blames the individual for their own predicament
• Ignores the interaction of weak labour markets and 

the welfare system
• Ignores underpinning geography
• Ignores structural factors
• Ultimately, a large part of the welfare bill is rooted 

back in job destruction extending back decades
• The 'left behind', 'Jamland' and 'Brexitland', low-

pay, precarious work and the need for in-work 
benefits largely ignored until now

Treasury misdiagnosis of the reasons for 
high welfare spend?



• Need to acknowledge the structural issues rather than 
blame the individual

• Industrial Strategy  - place based as well as sector based 
to rebalance the economy 

• Inclusive growth
• Investment in skills and training
• Investment in infrastructure and housing
• Investment in employment support for those with ill 

health and/or disabilities 
– health as well as employability
– demand side as well as supply side initiatives

• Need to consider place as well as people
• Need to take a long-term perspective

Is there an alternative? 



• White Paper - Improving Lives: The future of work, health 
and disability, Nov 2017

• 2017/18 Work and Health Programme
– England and Wales 
– Devolved London and Greater Manchester

• Creating a Fairer Scotland: A New Future for Employability 
Support in Scotland , The Scottish Government (2016) 

• 2017 Work First Scotland and Work Able Scotland
• 2018 Fair Start Scotland

– Dignity and respect
– Fairness and equality
– Continuous improvement

• No One Left Behind: Next Steps for the Integration and Alignment of 
Employability Support in Scotland, The Scottish Government (2018)

To end on a more positive note



Reports, data, interactive maps available on CRESR 
website
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