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This report outlines the major policy proposals and 

changes to the UK welfare system that have 

occurred since 2010, and reviews the welfare 

context that Westminster is experiencing as a 

result.   

 

 This report aims to offer a comprehensive review of the major changes, 

the timescale of their implication, and the estimated effects on families in 

Westminster of these reforms to date, as well as those expected in the 

future.   

 

Research Questions:  

 
•How was the welfare system reformed during the last 
Government (2000-2015)? 

  

•What further reforms to the welfare system are proposed by 
the current Government? 

•What are the specific impacts of these reforms on claimant 
families in Westminster? 
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WESTMINSTER IN THE CONTEXT OF WELFARE REFORM 

INTRODUCTION 
  

Reforms to the welfare system since 2010 have 

had huge financial, social and psychological 

impacts on families in Westminster, and will 

continue to do so. Changes affect the amount and 

administration of out-of-work benefits, family and 

child benefits and disability and sickness benefits. 

The precise implications of these reforms vary 

between families and across the country. 

 

 

 

The past five years has seen wide ranging Government austerity measures 

and major restructuring of government spending on social protection; in 

particular spending on working-age benefits.  

This report considers welfare reform to be any government policy 

affecting spending on social protection. Social protection includes both 

spending on pensioners and those of working age. This report focuses on 

changes to working-age welfare expenditure, and the resulting effect on 

families. Expenditure on working-age welfare comprises tax credits, out 

of work benefits, housing benefit, child benefit, disability benefit and 

maternity payments.  

Welfare policy is intrinsically linked to issues of poverty and benefit 

dependency. Parental worklessness is one of the main factors that 

contribute to child poverty. The welfare reforms in this review 

fundamentally affect income, unemployment and incentives to work. 

Despite their broad-reaching implications on households, information on 

the reforms and their effects is limited. 75% of London housing 

associations think their tenants know hardly anything or nothing at all 

about the benefit changes (National Housing Federation, 2013). By 

relating specific reforms to families in Westminster, this report aims to 

inform and facilitate volunteers to provide relevant and up-to-date advice 

to Westminster Befriend a Family households.  
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POLITICAL CONTEXT 2010-2015  

Over the past five years, a series of bold reforms to 

the welfare system have been implemented and 

further changes proposed. These changes are set 

out in the Welfare Reform Act 2012 and the 

Welfare Reform and Work Bill 2015, which is 

currently in committee stage of the legislative 

process.   

 

 

 

 

Over the last 60 years spending on social protection as a share of total 

government expenditure has risen consistently. In 1948-49, social 

protection comprised just 10.8% of total managed expenditure.  

Today (2014-2015), spending on social protection stands at £257.56 

billion, 35% of annual total managed expenditure (Figure 1). Of the total 

expenditure on social protection, £29.30 billion is spent on personal social 

services, with the remainder spent on a range of benefits payments and 

tax credits. Figure 2 provides a breakdown of the 2014-2015 social 

protection budget between recipient groups.  

 

Old Age 
47% 

Sickness 
and 

disability 
20% 

Family 
and 

Children 
10% 

Unemploy
ment  

1% 

Housing 
10% 

Social 
Exclusion 

12% 

Figure 1 and 2: Estimates of 

Government Budget, 2014-2015 

Source: HM Treasury, (2015)  

Social Protection 
£258bn 

Health £134bn 

Education £84bn 

Defence £36bn 

Public order and 
safety £30bn 

Transport £21bn 

Housing and 
communities £11bn 

Other £24bn 

Debt Interest £34bn 
Envrionment £12 

Recreation, Culture, 
Religion £12bn Industry, 

agriculture and 
employment 
£18bn 
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2010 

The 2007-2008 financial crisis and associated recession presented a 

significant challenge to public finances. In May 2010, the newly elected 

coalition government announced £6.2 billion additional in-year cuts to 

public spending. In an emergency Budget in June 2010, a five-year 

austerity ‘consolidation package’ was announced to restore public 

finances to a sustainable long-run trajectory (IFS, 2014).  

As part of these spending cuts, a radical overhaul of the welfare system 

was announced, with the intention of making it “fairer, more affordable 

and better able to reduce poverty, worklessness and welfare 

dependency”. 

The aims of these welfare reforms were four fold:  

I. To cut back on government spending. 

II. To give unemployed people greater incentives to move into 

work. 

III. To protect vulnerable citizens in need of support 

IV. To simplify the welfare system. 

2012 

Consequently, between 2010 and 2015 a wide range of reforms to 

working-age benefits were introduced, legislated in the Welfare Reform 

Act 2012. The changes are summarised below: 

 Introduction of Universal Credit- combined multiple working-age 

benefits (income-based Jobseeker’s Allowance, income-related 

Employment and Support Allowance, Income Support, Child Tax 

Credits, Working Tax Credits, Housing Benefit) into a single monthly 

payment. Claimed and administered online with monthly payment 

transferred directly into claimant’s bank account. Phased in between 

April 2013 and 2017. 

 Introduction of a Benefits Cap- Capped total benefits that a 

couple/single parent household can receive to £26,000/year or 

£500/week, excluding working tax credits and severe disability 

allowances. Effective as of August 2013 and reformed again in 2015.  

 Replacement of Disability Living Allowance (DLA) with Personal 

Independence Payment (PIP)- Requires every claimant of DLA to be 

reassessed and replaced by PIP. Payment contributes towards cost of 

living and mobility based on effect of ill health or disability rather than 

the specific condition. Phased in between June 2013 and 2018. 

 

 

Making the welfare 

system fairer, more 

affordable and better 

able to reduce poverty, 

worklessness and 

welfare dependency 

2010 to 2015 government policy: 

Welfare Reform 

 

“ 

” 
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 Introduction of Claimant Commitment for those claiming Job Seekers 

Allowance (JSA)- Receipt of JSA conditional on meeting compliance 

regime which sets out recipient’s responsibilities. Effective as of 

October 2013. 

 Removal of the Spare Room Subsidy introduced for social housing 

tenants. Otherwise known as the ‘size criteria’, ‘bedroom tax’ or 

'Under-Occupation penalty'. Reduces housing benefit by 14% for 

social housing tenants with one unoccupied bedroom, and by 25% for 

two or more unoccupied bedrooms. Stipulates conditions of bedroom 

standards. Effective as of April 2013.  

 Reassessment of Employment and Support Allowance (ESA) using a 

Work Capability Assessment to reassess all claimants on sickness 

benefit and replace incapacity benefits. Phased in between June 2014 

and 2018.  

 Replacement of Council Tax Benefit (CTB) with Council Tax Support 

(CTS)- local authorities given power to devise their own systems of 

CTS for working-age adults, replacing a national system of CTB. 

Effective as of April 2013.  

 

2013 

However, since these reforms were declared in the June 2010 budget, The 

UK has continued to experience considerably weaker economic growth 

than expected. In response, the Government Spending Round 2013 (HM 

Treasury, 2013) announced the imposition of a nominal cap on the total 

welfare budget for the next four years to contribute towards £11.5bn of 

necessary further savings.   

2015 

Re-elected in the 2015 general election, Secretary for Work and Pensions 

Iain Duncan Smith’s determination to end the “something for nothing” 

benefits culture continues.  

The Summer Budget 2015 (HM Treasury, 2015) in July unveiled a series of 

further bold reforms on the welfare system, vowing to “move Britain from 

a low wage, high tax, high welfare economy to a higher wage, lower tax, 

lower welfare economy”. Set out in the Welfare Reform and Work Bill 

2015 (House of Commons, 2015), these proposals plan to save a further 

£12 billion in welfare expenditure by 2019-2020, reducing the deficit by 

an average of 1% of GDP each year (Figure 3).  

 

 

 

 

The Budget 2015 sets 

out bold reforms on 

tax and welfare, and 

introduces a National 

Living Wage so we 

move Britain from a 

low wage, high tax, 

high welfare economy 

to a higher wage, 

lower tax, lower 

welfare economy. 

Executive summary,                          
The Budget 2015 (HM treasury 
2015) 

“ 

” 
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Figure 3: The result of 

Budget 2015 changes to 

working age welfare 

payments over time. 

Source: HM Treasury, 2015 

  
The Welfare Reform and Work Bill 2015 was introduced into the House of 

Commons on the 9th July 2015, and has commenced the second reading 

stage. It will now receive written evidence until the end of the committee 

stage on the 15th October 2015.  The further changes that it proposes to 

the welfare system are summarised below:  

 Clause 7-8: Reduction to 2013 Benefit Cap. Total household benefits 

cap will be reduced from previous 2013 cap of £26,000 to £20,000 per 

year outside of London or £23,000 per year in London for couple/lone 

parent households with children. Proposed from 2016/17.  

 Clause 9-10: Freeze on working-age benefit payments, including Child 

Benefit, Tax Credits and Local Housing Allowance for 4 tax years.  

Proposed from 2016/17-2019/20.  

 Clause 11-12- Support through Child Tax Credit limited to 2 children 

per household. Removal of entitlement to the child element of Child 

Tax Credits and Universal Credit for the third and subsequent children 

born after April 2017.   

 Clause 13-14. Reduction in some claimant’s Employment Support 

Allowance (ESA) to the same level as Job Seekers Allowance (JSA) 

payments. Proposed from April 2017.  
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 Clause 15- Further amendments to Work Related Requirements for 

Universal Credit claimants. All parents with a youngest child aged 3, 

including lone parents, must be available for and actively seeking 

work to claim Universal Credit. Those aged 18-21 will have to apply 

for an apprenticeship or traineeship, gain work-based skills, or go on a 

work placement 6 months after the start of their claim to continue 

receiving universal credit. Proposed from April 2017   

 Clause 19- Rents for social housing will be reduced by 1% a year for 4 

years. Any tenants on higher incomes (over £40,000 in London and 

over £30,000 outside London) will be required to pay market rate, or 

near market rate. Proposed from 2016/17 to 2019/20.  

 

These reforms have been implicated in association with a range of other 

changes to fiscal policy. Therefore the effects of these reforms, although 

summarised independently for the purposes of this report, are 

interdependent, cumulative and affected by the external policy 

environment: 

 The major change to the work and benefits context has been the 

simultaneous introduction of a new “National Living Wage 

(NLW)”. NLW will start at £7.20/hour from 2016, and rise to 

£9/hour by 2020. It should work in conjunction with cuts to 

working-age benefits to influence incentives to work. (Living 

Wage Foundation, 2015) 

 Another change that affects the effectiveness of the welfare 

reforms and will induce further incentive to work are changes to 

state assisted childcare.  The introduction of tax-free childcare 

and up to 30 hours of free childcare provided to working parents 

with children aged 3-4 has been proposed.   

 Additionally, Discretionary Housing Payment will be expanded for 

5 years from 2016/17. A total of £800m in Discretionary Housing 

Payments will be available to protect the most vulnerable 

affected by housing benefit reforms. However, these payments 

are temporary and discretionary rather than long-term solutions. 
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WESTMINSTER’ WELFARE CONTEXT  
  

The Inner London borough of Westminster is 

highly polarised in terms of income, resulting in a 

complex welfare context. The concentration of 

benefits claimants and types of claim vary 

significantly across the borough. Housing benefit is 

of particular interest and a high proportion of the 

population socially rent their dwelling. 

Westminster’s property values are amongst the 

highest in the UK and continue to rise rapidly.  

 

 

 

 

The London Borough of Westminster is the third most prosperous 

borough in the UK in terms of average resident income. Yet Westminster 

also has the fifth highest rate of child poverty in the UK, with 39% of 

children live below the poverty line after accounting for housing costs In 

Westminster North, 43% of children live in poverty, and Church Street 

ward has the highest rate of child poverty in London, with 50% of children 

living below the poverty line (New Policy Institute, 2013). The striking 

polarisation between rich and poor areas within Westminster means that 

receipt and reliance on welfare payments varies hugely between wards.  

Overall, 11% of Westminster’s population claim out-of-work benefits. This 

is in line with the national average. Of those aged 16-65, 12% claim out of 

work benefits, compared to 15% of the population nationally, and there is 

a lower than average incidence of job seekers, incapacity benefit 

claimants and lone parent’s benefits claimants (Figure 4).  
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Figure 4: Percentage of 

working age population 

claiming benefits at local 

authority, county and 

country level,  

Source: ONS, 2011 
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However these statistics obscure large variations in the number of claimants 

across the borough. Figure 5 shows that the percentage of the population 

claiming out of work benefits varies, from just 1% of those living in Knightsbridge 

and Belgravia Ward, which also boasts the highest median household income in 

London at £91,552 (Greater London Authority, 2014), to 22% of the population in 

Queen’s Park Ward. 
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Figure 5: Out of Work 

benefits by ward 

 Source: New Policy 
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The most notable feature of Westminster, and indeed London as a whole, 

that is relevant to the welfare reforms concerns the cost and availability of 

housing in the borough. London has the highest proportion of socially 

rented dwellings in the country, and in Westminster dwellings rented 

from the local authority and social landlords constitute 25.9% of the 

housing stock, compared to 17.7% nationally (Figure 6).   

There are 25,107 claimants of housing benefit in Westminster, being 

awarded an average of £170 in housing benefit payments a week 

(Department for Work and Pensions, 2015), second highest only to the 

London borough of Brent nationally. This reflects the high cost of housing 

in Westminster. With an average monthly rent of £2990 in the private 

rental market, dwellings in Westminster demand the second highest rent 

in the UK (Valuation Office Agency, 2014).  

The shortage of affordable housing in Westminster is only getting worse 

as house prices increase. The Government House Price Index recorded a 

3.5% average annual increase in property prices in Westminster to July 

2015 (Land Registry, 2015). The rental market reveals similar trends. 

Average private sector rents grew by 3.2% in London in 2014, compared 

to 1.5% in the rest of England (ONS Index of Private Sector Rents, 2013).  

 

 

 

 

 

 

 

 
Rented from LA/Council 

 
Rented from social landlord 

 
Rented privately 

Families on Westminster Council 

Social Housing Waiting List 

 

Source: 
DCLGM (2014)  

Source: ONS (2011)  
Source: Land Registry, 
2015  

% of dwellings in 
Westminster which are 
socially rented 

% of dwellings 
nationally which are 
socially rented  

Westminster Average weekly rents: 

Source: DCLGM (2014)  

 
Annual 

Average 
Growth in 

Property Prices 
in Westminster 

to July 2015 Figure 6: Statistics 

relating to 

Westminster’s housing 

landscape.  
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REFROMS  

This section summarises the major changes to out-

of-work benefits, housing benefit and family and 

child benefits proposed in welfare reforms 

between 2010 and 2015, and the recorded and 

expected effects of these changes, with a 

particular focus on Westminster. 

 

 

 

 

UNIVERSAL CREDIT (2013) 

 

The benefits system is currently operating a dual system while Universal 

Credit is phased in nationally.  

Westminster is included in the third stage of the phase in. Universal 

Credit is planned to become live from 9th November 2015, initially only 

for single people and later for all claimants. (Gov.uk, 2015)  

CHANGES: 

 Income-based Jobseeker’s Allowance (JSA), Income-related 

Employment and Support Allowance (ESA), Income Support, Child 

Tax Credits, Working Tax Credits and Housing Benefit will be 

combined into Universal Credit. (Figure 7)  

 Although the introduction of universal credit doesn’t change the 

individual components of universal credit, it affects the 

administration of benefits:  

o Claimants will receive a single monthly payment, transferred 

directly to their bank account in the same way as a salary. 

Households are responsible for managing their own rent 

payments out of the sum.  

o Universal credit will be claimed and administered online. 

o Universal credit will automatically adjust to real time earnings 

and tax data from PAYE (Department for Work and Pensions, 

2014). 
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EFFECTS: 

Although no household will be worse off under universal credit provided 

their circumstances remain the same, the new system will affect 

households.  

 Claimants must self-manage a single monthly Universal Credit 

payment.  

o This may cause problems dealing with a monthly budget where 

claimants have had little experience of this previously with 

potentially negative implications on claimant’s ability to pay rent. 

o A report by The National Housing Federation found that 98% of 

Housing Associations were concerned about the capability of the 

tenants to cope with monthly budgeting1. Over two thirds (70%) 

of tenants surveyed usually plan their budgets fortnightly, weekly 

or over a shorter time period, as opposed to monthly at present. 

o 92% of tenants said they would prefer their housing benefit to be 

paid directly to their landlord. 

o In London, 81% of associations think increased difficulty in rent 

collection is likely and 80% say a rise in the level of arrears is likely 

following introduction of direct payments to tenants. (National 

Housing Federation, 2013) 

 

 

 

Figure 7: Universal Credit 

Components  

Universal 
Credit 

JSA 

ESA 

Income 
Support 

Housing 
Benefit 

Working tax 
credit 

Child tax 
credit 
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 Claimants must claim and administer Universal Credit online.  

o 96% of housing associations were concerned over the IT 

infrastructure of universal credit, and 96% were concerned about 

the capability of tenants to access online systems. 

o Overall, 78% of benefits claimants have access to and use the 

Internet, but among notable groups the percentage was lower. 

Only 64% of those claiming ESA or DLA, a component of Universal 

Credit used the internet, while there was a large discrepancy 

between age groups, with just 49% of claimants aged 60+ users 

of the internet  

o When asked about their use of technology in everyday life, 85% 

of claimants had never put in a new claim for benefits online and 

56% were not interested.  

o As a result, additional resources are required to support tenants with 

the transition to UC. A survey by the National Housing Federation in 

2013 found that 87% of housing associations operating in London 

think they will have to provide more resources for money advice and 

arrears management.  

 

 

BENEFITS CAP (2013, 2016) 

The first Benefit Cap was imposed in August 2013. A new, lower cap has 

now been proposed in The Work and Welfare Reform Bill 2015 which 

will be effective as of 2016/17.  

CHANGES: 

 Since August 2013, a single/couple parent household can receive a 

maximum of £26,000/year or £500/week in benefits payments. 

 As of 2016/17, a single/couple household will be able to receive a 

maximum of £23,000/year in London, or £20,000/year outside of 

London in benefits payments. 

o The cap applies to the total combined income from Child Benefit, 

Child Tax Credit, ESA, Income Support, JSA, Housing Benefit and 

Incapacity Benefit. (Figure 8) 

o The cap doesn’t include Working Tax Credits, Personal 

Independence Payment, Attendance Allowance, Industrial 

Injuries Benefit and the support component of Employment 

Support Allowance. 

o The cap is applied through housing benefit and will be applied 

through Universal Credit once UC is phased in. 
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Housing Benefit 

Income Support 

Child Tax Credit 

ESA 

JSA 

Child Benefit 

Incapacity Benefit 

Maternity Allowance 

Carers Allowance 

Severe Disamblement Allowance 

Widows benefit 

Widowed Parent Allowance 

Guardian Allowance 
Figure 8: Benefits 

included in the benefit 

cap  

Annual Benefits Cap: 

£26,000 (2013) 

£23,000 (2016) 

EFFECTS: 

 The cap disproportionately affects claimant families. A universal cap 

across all households (with or without children) breaks the link 

between need and entitlement to benefits.  

o To date, twice as many children have been hit by the cap as adults 

(CPAG Report, 2015).  

o Faced with a rising cost of living and benefit capping, there are 

concerns over the adequacy of benefits to provide for children’s 

basic needs.  

o Over 18 years, children growing up in London incur a basic cost of 

£96,905. Just 16% is covered by child benefit alone, and even with 

maximum Child Tax Credit allowances at 2014 levels, only 84.6% is 

met for a couple family, and 72.6% for a lone-parent family 

(Figure 9) (Cost of a child, 2014)  

 

 

 

 

 

 

 

 

 

 

 

Figure 9: The extent to 

which benefits for low-

income families cover the 

additional cost of having a 

child.   

Source: Cost of a child, 2014 

Percentage of basic cost of a child covered by Child Benefit plus maximum 

Child Tax Credit 

86.70% 

78.30% 

85.30% 

76.70% 

84.60% 

72.60% 

Couple Family

Lone-Parent Family
2014

2013

2012
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 Larger families lose most from the cap since the cap is not dependent 

on the size of the family.   

o Since the introduction of the benefit cap, 60% of capped 

households had between 1 and 4 children and 35% had 5 or 

more children. (Department for Work and Pensions, Benefit Cap 

Quarterly Statistics, 2015).  

o 63.7% of those affected are single parent families, with a further 

30.9% couples with dependent children.  (DFWP, 2015). 

 

 Those claiming benefits in London have suffered disproportionately 

from the benefits cap since 2013 due to housing costs.   

o Although this has been recognised by the new tired cap proposed 

for 2016/17, the new cap still reduces the maximum benefit 

allowance in London further from £26,000 to £23,000. This 

places increased pressure on housing benefits recipients in 

London as property prices continue to rise. 

o The Benefit cap limits total household benefits, but its impact is 

almost always a function of high rental costs since the cap is 

applied by reducing housing benefit.  

o In London, Housing Benefit receipt pushes most claimant families 

over the cap. As a result, 49% of those affected by the household 

benefit cap nationally live in London (New Policy Institute, 2015), 

predominantly on account of high housing costs (Figure 10). 

o Soaring property prices has seen the number of housing benefit 

claims in London grew from 608,000 in 2003 to 854,000 in 2013; 

a 40% increase. (New Policy Institute, 2015). 

 

o  A survey revealed that 72% of associations operating in London 

consider increased difficulty in rent collection likely following 

introduction of the household benefit cap (National Housing 

Federation, 2013) 

 

 

 The impact of the housing benefit caps in Westminster will be 

especially widespread. 

o 23.7% of households in Westminster receive housing benefits, 

(Department for Work and Pensions, 2015)  

o Average housing benefit values are also much higher in 

Westminster at £170 per week compared with £92 per week for 

England since Westminster property is the second most expensive 

in the UK.  

 

 

 

 

 

“There are long term, 

positive, 

intergenerational, 

effects from work and 

improving work 

incentives helps deliver 

these”. 

Welfare Reform and Work Bill: 

Impact Assessment for the Benefit 

Cap, 2015 

 

 

“ 

” 
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Figure 10: Claimants in 

London are most affected by 

the overall benefit cap (per 

cent) 2013  

Source: HM Treasury and 

Inclusion Calculations 

Percentage of households impacted by the Benefits Cap nationally 
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BENEFITS FREEZE (2016-2020) 

A freeze to certain working-age benefits payments between 2016 and 

2020 has been proposed in The Work and Welfare Reform Bill 2015.  

CHANGES: 

 Certain working age benefit payments will remain at 2015/16 levels 

for four years.  

o Affected benefits include Tax Credits, Unemployment Benefit, 

Housing Benefit and Child Benefit.  

o The freeze doesn’t include Maternity Pay and Disability Benefits 

(PIP/DLA) which will continue to rise by inflation 

 

EFFECTS: 

 Benefit payments will no longer increase in line with CPI. 

 Usually benefits would be uprated by the level of inflation, as 

measured by the CPI index.  

 The cost of living is forecast expected to increase at a rate of between 

1.2% and 1.8% annually between 2017 and 2020 (Figure 11). (Office 

for Budget Responsibility, 2015) 

o Affected claimants will find their benefits will buy them less.   

 

 2016/17 2017/18 2018/19 2019/20 

CPI Level 0.00% 1.20% 1.70% 1.80% 

 

 It is estimated that only around 30% of claimant households are entitled  

o The average household will receive around £6 less per week 

under the pre-change entitlement levels compared to those 

under the CPI up rating. (Department for Work and Pensions, 

2014) 

 

 

Figure 11: Inflation forecast 

(Consumer Price Index)   

Source: Office for Budget 

responsibility (2015) 
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Size Weekly LHA Cap  

One Bedroom £243.18 
Two Bedrooms £302.33 
Three Bedrooms £354.46 
Four Bedrooms  £417.02 

LOCAL HOUSING ALLOWANCE (2011, 2013, 2015) 

There has been a cap on Local Housing Allowance (LHA) since April 2011. 

Between 2011 and 2013, LHA has been uprated by 1% each year. As of 

2016, LHA payments will be included in the four year benefits freeze. 

Local Housing Allowance (LHA) is paid to households living in the private 

rented sector whose incomes are too low to meet the costs of their rent.  

CHANGES: 

 Since April 2011, a local maximum rate of LHA was set in relation to 

the bottom 30 per cent of local area market rents. 

o This means 30% of local privately rented properties charge rents 

below the LHA cap and 70% charge above.  

o A national maximum cap was also imposed. If this is below the 

rent of the bottom 30 percentile of market rents, then the 

maximum national cap stands.  

 

 Since April 2013, LHA was limited to an uprating of 1% per annum for 

two years.   

o Following lobbying from London Councils, the Department for 

Work and Pensions created a ‘Targeted Affordability Fund’, which 

sets aside £140 million to allow those LHA rates that have 

diverged the most from the 30th percentile to increase by 4 per 

cent rather than 1 per cent. The fund was confirmed for two years 

– 2014/15 and 2015/16. 

 

 Under the proposed benefits freeze of The Welfare Reform and Work 

Bill 2015, LHA payments are one of the working-age benefits that will 

be frozen to 2015/16 levels for four years. 

EFFECTS: 

 10% of Westminster claims Local Housing Allowance. (London’s 

Poverty Profile, New Policy Institute, 2014)  

 The level at which LHA is capped depends on local house prices and 

therefore varies across the country. The LHA weekly cap levels for 

Westminster as of April 2015 are shown in Figure 12.  

 

…ensuring those 
families on benefits 

cannot choose to live 
in properties that 

would be unaffordable 
to many people in 
work and thereby 

removing work 
disincentives created 
by the receipt of high 

rates of benefit 

The Impact of recent reforms to 

LHA: differences by place. 

Department for Work and 

Pensions, 2014 

 

“ 

” 

Figure 12: Weekly LHA cap 

for Westminster by property 

type. 

Source: Valuations Office 

Agency, 2015  
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 The maximum 1% uprating imposed for 2014/15 and the freeze to 

LHA proposed from 2016 breaks the link between local area private 

rents and LHA amounts.  

o This affects housing affordability across the country, but hits 

those areas where rents are rising the fastest particularly hard. 

o Average private sector rents grew by 3.2% in London in 2014, 

compared to 1.5% in the rest of England (ONS, 2013).  

o As a result, 68 out of London’s 70 LHA cap rates are now below 

the 30th percentile of local private rent levels. (London 

Assembly, 2014) 

o Figure 13 shows the difference between average rents in 

Westminster and the maximum LHA allowance under the current 

LHA cap. 
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Figure 13: The difference 

between average private 

rents in Westminster and the 

Westminster LHA Cap. 

 

 Working and workless families reliant on LHA are likely find 

Westminster rent increasingly unaffordable as average rents continue 

to rise above frozen LHA cap levels. 

o Tenants will be faced with having to find cheaper accommodation 

locally or move elsewhere unless they can pay the difference 

themselves, or landlords are willing to reduce rets.  

o There is some evidence that families have moved out of the 

borough as a result of LHA reforms.  

o Between January 2011 and August 2013, Westminster 

experienced a 27% reduction in caseload for LHA, similar to the 

reductions experienced in neighbouring inner-West London 

boroughs Hammersmith and City and Kensington and Chelsea, 

while outer-London boroughs have experienced some of the 

largest increases in LHA caseloads since the reform. (Figure 14) 

o Families required move to a more affordable area, potentially 

involves children moving schools, loss of support networks and 

loss of employment. (CPAG, 2015) 

 



 

 021 
 

WESTMINSTER IN THE CONTEXT OF WELFARE REFORM 

 

  

 There are also concerns that LHA reforms could increase 

homelessness.  

o London-based charity Z2K reports that eviction from a private 

rented sector tenancy is now the largest single cause of 

homelessness in London, account for 39% of cases, whereas in 

2010 it accounted for just 11%. (Z2K, 2015) 

 

 Westminster has previously benefited from the Targeted Affordability 

Fund, which allowed LHA to rates to increase by 4% rather than the 

nationally imposed 1% In 2014/15 and 2015/16. However continued 

funding of the TAF is uncertain, and may not be enough to reverse the 

growing disparity between local rents and LHA rates.   

 

Figure 12: Percentage 

Increase in LHA caseload by 

LA, 2011 to 2013. 

 Data Source: Department for 

Work and Pensions, 2014 

 

 

 

 

 

 

  

 
 

 

 

 

 
 

 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

  

decrease 0 to 5% 5 to 10% 10 to 15% 15% or more



 

 022 
 

WESTMINSTER IN THE CONTEXT OF WELFARE REFORM 

  
REMOVAL OF THE SPARE ROOM SUBSIDY (2013) 

Otherwise referred to as ‘Under occupation Penalty’, the ‘Bedroom Tax’ or ‘Size 

Criteria’. The reduction in housing benefits for those with spare rooms has been 

effective since April 2013.  

CHANGES: 

 Any working-age household claiming housing benefit in the social 

rented sector have their housing benefit entitlement reduced if they 

have excess bedrooms for their family unit.  

o Households with one additional bedroom experience a 14% 

reduction in housing benefit. 

o Households with two or more additional bedrooms experience a 

25% reduction in housing benefit. 

 

 The Department for Work and Pensions bedroom standard for social 

housing tenants provides for one bedroom for:  

o couples; 

o single adults aged 16 or over; 

o two children of the same gender aged up to 15; 

o two children of either gender aged up to 9; 

o any (other) single child; 

o an overnight carer, where required. 

EFFECTS: 

 Around 80,000 London families were estimated to be affected by the 

Removal of the Spare Room Subsidy from April 2013 (Policy Institute, 

2013) 

o Families face the choice of staying put and paying the rent with 

reduced housing benefit payments or moving.  

o In the first sixth months, 6% of affected claimants have moved to 

avoid the housing benefit penalties associated with having a spare 

room. (National Housing Federation, 2013) 

o In many areas, the availability of smaller social sector dwellings for 

downsizing moves is severely constrained. In London, Bedsit and one-

bedroom dwellings comprise just a third of the total general needs 

social sector housing stock. The demand for transfers to smaller 

accommodation far outstrips the available supply.  

o As a result, six months after the reform, 22% of affected households 

remained registered for a transfer or exchange and on a waiting list. 

(ONS, 2013) 
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 Westminster City Council offers a number of schemes to encourage 

tenants to move and downsize.  

o Westminster city council Housing Allocation Scheme is a cash 

incentive scheme where a tenant can be given money to move 

to smaller accommodation. Those eligible can receive £1,000 

for every bedroom given up, plus up to £2,000 towards removal 

and decorating costs. A limited amount of money available on a 

first-come, first-served, basis.  

o Homeswapper is a free service which enables social housing 

tenants to make contact with other tenants wishing to move in 

the UK 

o Housing Moves is the Mayor of London’s mobility scheme to 

help social tenants in London to relocate to other parts of the 

capital.  

 

 An overwhelming majority of those affected by the Removal of the 

Spare Room Subsidy remain in their housing.  

o Affected households In London lost on average £21 per week in 

housing benefit (New Policy Institute, 2013)  

o Higher rent payments may reduce tenant’s ability to pay their 

rent.  

o A survey by the National Housing Federation found that of 

those tenants staying put and still subject to the spare room 

deductions, just under 30% had newly fallen into arrears, and 

just over 20% had seen existing arrears increase.  

o 32% of affected tenants reported spending less money on food 

in response to the bedroom tax and a 26% reported cutting 

back on heating and energy costs.  

o Similarly, there are questions over the extent to which affected 

tenants will continue to be able to ‘pay and stay’ over a longer 

period. The potential for households to accommodate the size-

criteria deductions by drawing on savings, receiving financial 

support from other family members, borrowing from other 

sources or selling assets, are likely to diminish over time. 

 

 0.25% of households have chosen to house an extra non-dependent 

or lodger in their spare room. 

o However, tenants must be careful since not all landlords allow 

this. 

o Careful calculation must take place to determine if the extra 

income from a tenant or deductions for a non-dependent 

outweigh the 14%/25% loss to the family’s housing benefit.  
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REDUCTION IN SOCIAL RENT (2016-2020) 

The annual reduction in rent that may be charged by social landlords 

was proposed in the Work and Welfare Reform Act 2015, and will be 

effective from April 2016- 2020.  

Previously, social housing rents could increase by 1% more than inflation 

each year. 

CHANGES: 

 Registered providers of social housing must secure that the amount of 

rent payable in a relevant year by a social housing tenant is 1% less 

than the amount that was payable by the tenant in the preceding 12 

months.  

o Social housing tenants will experience reduced rents by 1% a year 

for 4 years.  

 Tenants on higher incomes (over £40,000 in London and over £30,000 

outside London) in social housing will be required to pay market rate, 

or near market rate rent. 

EFFECTS: 

 The government predicts that the change means a 12 per cent 

reduction in average social tenancy rents by 2020/21, which will 

benefit families directly. 

o Social housing tenants will be charged reduced rents. 

 

 However, reducing housing association rental income may reduce the 

willingness and ability of housing associations to invest in building 

new affordable homes in the long term. 

o  It is estimated that 14,000 fewer new affordable homes will be 

built over the next 5 years as a result (Office for Budget 

Responsibility, 2015) while David Orr, chief executive of the 

National Housing Federation, said that “at the very least” 27,000 

planned homes would not now be built. 

 

 Any household earning over £40,000 per year in London will have to 

make a bigger contribution to rent if they live in a council or housing 

association property.  

o This may lead to those that can’t afford their rent to rely on 

housing benefits to meet their increased rent, increasing the 

number of those claiming Local Housing Allowance (LHA). 

o Alternatively, households may have to move to somewhere that 

they can afford.  This has been dubbed as ‘pay to stay’ measure.  
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WORKING TAX CREDIT REFORM (2016) 

Changes to working tax credits were announced in The Budget 2015 and 

will be effective from April 2016.  

A family is eligible for working tax credits if a parent with dependent 

children is working under a certain number of hours or under an income 

threshold.  

The current allowance consists of a basic amount (up to £1,960 a year), 

plus up to £2,010 extra a year for a couple who are applying together or 

a single parent, up to £810 extra a year for those working over 30 hours 

per week and up to £122.50 (for 1 child) or £210 (for 2 or more children) 

a week for those paying for approved childcare. 

CHANGES: 

 From April 2016, the income threshold (the annual income at which 

working tax credits start to be withdrawn) will reduce from £6,420 to 

£3,850. 

 The rate at which a household’s tax credit award is reduced as their 

income rises above that threshold will also increase from 41% to 48%.  

 A claimant’s Income Disregard- the amount their income could raise 

in a year without changes in their working tax credit allowance- will 

be cut from £5,000 to £2,500 per year 

EFFECTS: 

 Any working family earning more than £3850 per year will see cuts to 

their working tax credit allowance.  

 For every £1 of additional income a household earns above £3,850, 

their tax credit payments will be reduced by 48p.  

o Second earners will see their tax credits fall at 48p for every 

additional £1 of household income that they would bring in over 

£3850.  

o This works out as a 48% reduction for those earning between 

£3850 and £8,060 per year (the NI threshold), a 59% reduction In 

tax credits receipts on additional household income between 

£8,060 and £11,000 (the income tax threshold), and a 79% 

reduction in working tax credits for any additional income in 

excess of £11,000 for those still eligible for working tax credits.  

o This may worsen work disincentives over the threshold income.  
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CHILD TAX CREDIT REFORM (2017) 

The eligibility changes for child tax credits are proposed in the Welfare 

Reform and Work Act 2015. They apply to a 3rd or subsequent children 

born after April 2017. 

Any family under a certain income threshold with dependent children 

aged under 16, or under 20 but in full time education or training receives 

child credit. Claimants do not have to be working.  

Previously, a household could receive up to £2,780 per year for every 

additional child on top of basic family element amount of up to £545 a 

year. Therefore the amount of child tax credits received would increase 

with family size.  

CHANGES: 

 Support provided to families through child tax credits (and the child 

element of universal credit) will be limited to 2 children.  

o Any subsequent children born after April 2017 will not be eligible 

for further support. 

EFFECTS: 

 This reform has no impact on existing families claiming child tax 

credits for three or more children, since it commences for children 

born after April 2017. 

o Therefore the impact on families is uncertain and depends on the 

extent to which families limit their family size in response to this 

reform.  

o Currently, 17.8% of the 19,155 families in receipt of benefits in 

Westminster have three or more children (Figure 15). 

 
Families claiming benefits in Westminster 

Families with One
Child

Families with Two
Children

Families with
Three or More
Children

9,430 

6,310 

3,415 

Figure 15: The proportion of 

families claiming benefits in 

2011 by number of dependent 

children.  

Source: ONS 2011 
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 This reform will affect a small but significant minority of families with 

three or more children.  

o The risk of child poverty is already significantly higher among 

larger families, with a third (34 per cent) of children living in 

poverty currently living in families with three or more children. 

(CPAG, 2014) 

o Raising a third of subsequent child imposes an additional financial 

cost on a household that will no longer be subsidised by child tax 

credit receipts.  

o A CPAG report into the Cost of a Child 2014 estimates that the 

average cost of raising a third child is between £8,357 and £8,450 a 

year (Cost of a Child, 2014). 

 

JOB SEEKERS ALLOWANCE CLAIMANT COMMITMENT (2013) 

From October 2013, claimant commitment was introduced for all 

claimants of Job Seekers Allowance.  

CHANGES: 

 The receipt of Job Seekers Allowance is now conditional on meeting 

Claimant Commitment: a compliance regime that sets out and records 

a recipient’s responsibilities.  

 Those claiming JSA are required to sign a claimant commitment, an 

agreement to complete certain tasks laid out ‘My Work and My 

Training Plan’ Booklet in order to claim Job Seekers Allowance.  

EFFECTS: 

 Claimants will be required to complete certain responsibilities to 

receive payment.  

o Responsibilities include keeping a daily record of all training, work 

searches and work preparation activities and reviewing progress 

at interviews with a Job Centre ‘work coach’.  

 

 Job Seekers Allowance Payments may be cut or stopped as a sanction 

if a claimant who is able and available for work fails to comply with 

their claimant commitment.  

o Sanctioned actions include not attending Job Centre Plus 

appointments, turning down a job or training or failing to apply 

for jobs. 

o Sanctions can last up to three years.   

 

 

 

 

The announcement to 

limit child tax credits 

to two children is 

effectively a two-child 

policy for the poorest 

families. 

Matthew Reed, CEO                               

The Children’s Society, 2015 

“ 

” 
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PERSONAL INDEPENDENCE PAYMENT (2015) 

From 22nd June 2015, all Disability Living Allowance (DLA) claimants 

living in postcodes beginning SW and WC will be reassessed for Personal 

Independence Payment (PIP) once their fixed term DLA Award ends, or if 

there is a change in circumstances. 

From 27th July 2015, all DLA claimants living in postcodes beginning NW 

and W will be reassessed for PIP claimants once their fixed term DLA 

Award ends, or if there is a change in circumstances. 

CHANGES: 

 Everyone on DLA will have to reapply and be reassessed for PIP. 

 Payment will be allocated depending on the effect on the individual, 

rather than the condition.  

o The payment provides help towards the additional cost of living 

for those suffering with long term ill health or a disability.  

 

 

 

WORK CAPABILITY ASSESMENT FOR THOSE ON EMPLOYMENT 

AND SUPPORT ALLOWANCE (2011-2014 AND 2017) 

Employment and Support Allowance (ESA) was introduced in 2008, 

combining Incapacity Benefit, Income Support on account of illness or a 

disability and Severe Disablement Allowance into a single benefit. It may 

be contributory (based on previous NI payment) or income-related. 

Between 2011 and 2014, all claimants of these previous benefits were 

reassessed through the Work Capability Assessment for ESA and 

allocated to either the Support or Work-related Activity group. 

From April 2017, the allowance for those in the Work-related Activity 

group will be bought in line with Job Seekers Allowance 

CHANGES: 

 Upon their claim, all claimants will receive an assessment rate for 13 

weeks. 

o Claimants under 25 will receive of up to £57.90 a week. 

o Claimants over 25 will receive up to £73.10 a week.  
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 The claimant will then be assessed by a Work Capability Assessment 

to determine if they are entitled to ESA.  

o Eligible claimants are either placed in the ‘Support Group’, or the 

‘Work-related Activity Group’ 

o Those in the ‘Support Group’ do not have to undertake work-

related activities, and receive up to £109.30 per week.  

o Those in the ‘Work-related Activity Group’ must adhere to strict 

work-related conditions including attending work-focussed 

interviews and activities, and receive up to £102.15 per week. 

o Payment is limited to 12 months for anyone claiming 

‘contribution-based ESA’ (based on previous NI payments) in the 

Work and Activity Group.  

 

 All claimants are subject to work capability assessments at regular 

intervals following their claim to assess whether they are still entitled 

to ESA and should remain in the same group 

 

EFFECTS: 

 In Westminster, there are 10,410 people claiming ESA, a claimant rate 

of 5.4% which is in line with the rate for London.  

o Of these, 52%,( a higher proportion than the average for London) 

are claiming as a result of a mental/behavioural issue. 

o Many have a variety of complex needs that prevent them from 

easily obtaining and staying in employment. (WCC, 2014)  

 

 New and existing claimants of ESA will have to complete regular 

Capability for Work questionnaires. 

o This includes providing information about their ability to complete 

different tasks, as well as more detailed information about the 

difficulties they face.  

 

 New claimants will have a follow up face-to-face assessment. 

o This includes being asked a series of questions related to physical 

and mental, cognitive and intellectual abilities to identify whether 

the information provide corresponds with their findings.  

 

 ESA will be reduced and claimants sanctioned if they don’t attend 

interviews or do work-related activity as agreed with their adviser. 

o This reduction can continue for up to 4 weeks after they restart 

the interviews or activity. 
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 Those placed in the Work Related Activity Group will experience a 

30% cut in their payment from April 2017, when it falls to the rate of 

JSA.  

 

 Working Capital, a new £11 million investment into a 5 year pilot 

scheme to support those on ESA but who have left the national Work 

Programme after two years without finding long term employment 

has been announced. 

o Working Capital is funded by the London Enterprise Panel's 

European Social Fund (ESF)1 in connection with London councils, 

the Mayor of London and Central Government.  

o The pilot scheme will be rolled out across 8 central London 

boroughs including Westminster.  

o It aims of reducing the number of long-term unemployed in 

Westminster by a third in the next three years. (Westminster 

County Council, 2015) 

 

 

CHILDCARE REFORMS (2017) 

Changes to state contribution to the cost of childcare featured in The 

Conservative Manifesto 2015.  

Tax free child-care will be available for working parents from early 2017.  

From September 2017, up to 30 hours free childcare for parents of 3-4 

year olds will be available.    

CHANGES: 

 Introduction of tax-free childcare via a new online system, worth up 

to £2,000 per child per year for working parents. (HM Treasury, 2015) 

 From September 2017, working parent’s entitlement to free childcare 

will be doubled to 30 hours a week for those with three or four year 

olds.  
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In conclusion, families in Westminster will experience the impacts of 

reforms to out-of-work benefit; child benefit and disability benefit in a 

similar way to the rest of the UK. However, the impacts of national 

reforms have been and continue to be particular severe in London as a 

result of the high cost of living. The reforms which most significantly 

affect households in London are likely to be those affecting housing 

benefit, including the Benefits Cap and freeze to working-age benefits. 

The combination of high benefit receipt and high housing costs mean the 

reforms have a very large impact per household in London. In particular, 

Westminster is predicted to experience higher average losses per 

claimant household as a result of the combined welfare reforms than any 

other area in the UK. The average claimant household income in 

Westminster is estimated to be £5,161.14 worse off in 2015/16, 

compared to a UK average of £1,615/year worse off. (Centre for Economic 

and Social Inclusion, 2013) 25,038 claimant households will be affected in 

Westminster, the majority of these families.  

Although the newly proposed tiered Benefit Cap, which provides a higher 

maximum allowance for those living in London, and additional funds such 

as the Targeted Affordability Fund go some way to recognise issues 

specific to the capital, the majority of recent reforms have been blanket 

policies which take little account of the local area context.  

The changes are likely to have positive implications on incentives to work. 

Both Lone and couple parents are likely to be better off working-part time 

compared with the current system, especially when combined with the 

introduction of a National Living Wage. But there will be limited incentive 

to move from part-time to full-time work, especially for those requiring 

childcare. For many families, their disposable income will ‘plateau’ at as 

little as ten hours a week since UC and tax credits reduce sharply with 

additional earnings. (Joseph Rowntree Foundation, 2013)  

Much of the legislation has been based on maximum levels of benefits 

and national benefit caps. However, a greater understanding of the local 

situation in which these caps are implicated is necessary to understand 

the minimum levels of income required to keep a household out of 

poverty and to ensure that the most vulnerable people are protected 

during this period of transition and beyond.  

 

Estimated reduction in 
average household income 
as a result of welfare 
reforms. (For claimant 
household in Westminster 
2015/16) 

 

 

 

Estimated number of 
households affected in 
Westminster in 2015/16. 

Centre for Economic and Social Inclusion 
(2013) 
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All calculations, statistics and survey data on the reforms are taken from a 

variety of Government and NGO secondary data sources. Efforts have 

been made to draw out the reforms and effects most relevant to 

Westminster to best inform Westminster Befriend a Family staff and 

volunteers, and the reforms and effects covered in this report are by no 

means all encompassing. Practical and time constraints meant that no 

primary data could be collected from the families involved in Westminster 

Befriend a Family.  Instead, this review hopes to offer information about a 

broad range of changes applicable to a range of family situations, rather 

than specific case-studies.  

Additionally, although welfare policy is linked to issues of poverty, poverty 

is multifaceted and influenced by a range of variables. Most of the 

reforms specified offer financial incentives to work. However, barriers to 

employment are not just financial, and may include unaffordable 

childcare, lack of confidence or experience, poor language skills, suffering 

from a disability and/or poor health, poor access to affordable transport, 

caring for very young children, and living in areas with too few jobs 

(Centre for Economic and Social Inclusion, 2015). For this reason, it is very 

difficult to evaluate the impact of previous reforms based on poverty or 

unemployment data. Similarly, it is difficult to predict the extent to which 

families will react and change their behaviour based on the financial 

incentives, or remain claiming the same benefits with reduced income.  
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