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UPDATE ON THE BENEFIT CAP, UNIVERSAL CREDIT AND 
WELFARE REFORMS AFFECTING HOUSING BENEFIT AND 
COUNCIL TAX REDUCTION

1. Summary

1.1  To provide Members with an update on the Benefit Cap, Universal Credit and 
       Welfare Reforms affecting Housing Benefit and Council Tax Reduction.
2. RECOMMENDATION

2.1 That the information contained in the report be noted.

3. Background and Discussion

Introduction

3.1. The Welfare Reform Act 2016 has introduced a number of welfare 
reforms which are in part aimed at reducing spend on welfare, but also 
to reduce the overall dependency on public support and encourage 
people to move from benefits and progress into employment. 

3.2. A recent report written by Policy in Practice, which was commissioned 
by the Local Government Association, states that the combined effects 
of the major reforms implemented before 2017, namely both Benefit 
Caps, the under occupation charge (commonly known as the ‘Bedroom 
Tax’), the localisation of Council Tax Support and the Local Housing 
Allowance shortfall, result in an average loss of income of £23 per 
week for each working-age household.

3.3. The report goes on to state that the transition to Universal Credit (UC) 
will lead to a further loss of £11 per week and that by 2020, the 
continued impact of reforms implemented before 2017 will increase the 
cumulative loss of income from welfare reform to an average of £40 per 
week. 

3.4. However, whilst these combined effects are significant it should also be 
noted that of the people currently in receipt of UC, 40% (250,000) were 
in employment. 

Benefit Cap – National Position

3.5. The Benefit Cap is a national limit on the amount of benefits a single 
person or family can receive. The table below sets out the respective 
Caps before and after 7 November 2016:
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Status Prior to 7 November 
2016

From 7 November 
2016

Couple/single 
parent

£26,000 per year/£500 
per week

£20,000 per 
year/£384.62 per week

Single £18,200 per year/£350 
per week

£13,400 per 
year/£257.69 per week

3.6. People of working age, between 16 and 64, who receive more than 
£384.62 as a family, or £257.69 as a single person a week in benefit, 
will have certain benefits, including Housing Benefit (HB), reduced to 
keep their overall benefit below the limits set by the Government. 

3.7. The cap applies to the total amount of people in a household, including 
partners and any children, who get income from certain benefits.

3.8. People who are eligible for Working Tax Credit or Pension Credit are 
not affected by the cap, neither are those where they or their partner 
get Universal Credit and their household income is more than £430 a 
month after tax and National Insurance. 

3.9. The last statistical data published by the Department for Work and 
Pensions (DWP) was in May 2017 and this identified that 66,000 
households had their HB capped as at February 2017. This was an 
increase of 46,000 households on the previous quarter (November 
2016) and the increase was due to the implementation of the lower 
benefit cap levels, which came into effect from 7th November 2016.

Benefit Cap – Local Position

3.10. At the time of writing this report, there are 86 cases in the borough that 
are capped and consequently receive a reduction in their HB 
entitlement. The HB cap ranges from £1.57 per week to £174.20 per 
week, with the average for all cases being £59.04 per week. 

3.11. Of the 86 cases, 34 are council tenants, 22 are renting from other 
social landlords and 30 are renting from private landlords. 

3.12. A report giving detailed case information is sent to the Housing 
Manager on a monthly basis and, in conjunction with the HERO 
service, this is used to proactively engage with and support residents 
who are affected by the cap.    

Universal Credit – National Position

3.13. The UC roll-out timetable has been pushed back several times.  
Following early problems, the entire programme was “reset” in early 
2013. In 2016, DWP began rolling out the “Full Service” – the final 
digital version of UC, available for all claimant groups – using a “test 
and learn” approach. From October 2017, roll-out of the Full Service is 
accelerating and under the latest plans it is expected to be operational 
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in all parts of the United Kingdom by September 2018. The remaining 
benefit and tax credit claimants would then transfer to UC between July 
2019 and March 2022, although rumours are circulating that managed 
migration for existing HB caseloads is unlikely to take place until at 
least 2023/24.
 

3.14. In February 2017, the former Work and Pensions Committee began an 
inquiry (relaunched by its successor Committee following the General 
Election) following receipt of “compelling evidence” of problems with 
the roll-out of the Universal Credit Full Service. Issues highlighted by 
local authorities, housing providers, charities and pressure groups 
include claimants experiencing hardship and falling into debt as a result 
of the minimum 6 week wait before the first payment of UC, and 
significant increases in rent arrears.

3.15. Concerns about the impact of the Full Service have led to calls on the 
Government to pause the further roll-out of UC to allow problems to be 
addressed. On 18 September, the Work and Pensions Committee 
Chair, Frank Field, called on the Government to heed the “unanimous 
call we are hearing from front line providers” to pause the Full Service 
roll-out, to prevent a “human and political catastrophe.”

3.16. Speaking on 2 October 2017, the Secretary of State for Work and 
Pensions insisted that UC was working and said that roll-out would 
proceed according to the planned timetable. Guidance for DWP staff 
has been “refreshed” to ensure that “anyone who needs an advance 
payment will be offered it up-front.” On 18 October, the Secretary of 
State also announced that the UC helpline would change to a 
Freephone number over the next month, as will all other DWP phone 
lines by the end of the year.

3.17. Ministers also point to statistics showing that 89% of people making 
new UC claims receive some payment, and 81% receive their full 
payment, “on time” (i.e. within 6 weeks, or 5 weeks if they do not have 
to serve “waiting days” at the beginning of their claim). However, these 
statistics only cover the period once a claimant has registered their 
account, submitted details of their circumstances, accepted their 
responsibilities and made a formal declaration. Statistics are not 
available on how long claimants take to complete these preceding 
stages, and on how many accounts are deleted as a result of failures to 
complete the necessary steps in time.

3.18. Following an Opposition Day debate on 18 October, the House of 
Commons agreed an Opposition motion calling on the Government to 
“pause” the roll-out of the UC Full Service. However, the Minister for 
Employment, Damian Hinds, said that while the Government would 
“continue an active dialogue” with MPs across the House to listen to 
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concerns and identify where improvements might be made, it would not 
pause the roll-out of UC in light of the clear evidence of its benefits.

3.19. On 26 October the Work and Pensions Committee published a report 
on the “baked-in” 6 week wait for UC, which it described as a “major 
obstacle to the success of the policy.”  It noted evidence linking it to an 
increase in acute financial difficulty, adding that most low-income 
families do not have the savings to see them through the period. While 
welcoming the increased availability of advance payments, the 
Committee did not believe these were a solution to a fundamental flaw 
in the benefit’s design. The Committee recommended that the 
Government reduce the standard waiting time for a first UC payment to 
one month.

3.20. In further correspondence, the Committee’s Chair, Frank Field, has 
called on DWP to publish the revised business case for UC, and 
updated estimates of the employment impact of the benefit. 

3.21. In advance of the Autumn Budget on 22 November, there were calls on 
the Government to “review and relaunch” the UC system. Following the 
Budget, the Chancellor announced a £1.5billion package and a number 
of measures to address concerns about the delivery of the benefit. A 
summary of the measures are:

 From January 2018, those who need it and have an underlying 
entitlement to UC will be able to access up to 1 month’s worth of UC 
within 5 days of requesting it (this will be an interest-free advance). The 
period of recovery for this advance will be extended from 6 months to 
12 months, making it easier for claimants to manage their finances. 

 From February 2018, the 7-day waiting period for a new claim will be 
removed so that entitlement starts on the day an application for UC is 
made

 From April 2018, claimants already in receipt of HB will continue to 
receive their award for the first two weeks of their UC claim, and

 Provision will be made to make it easier for claimants to have the 
housing element of their award paid directly to their landlord  

Key statistics

In August 2017:
 Around 590,000 people were on UC. This is around 8% of the final 

caseload forecast by the DWP
 101 jobcentres (14%) operated the Full Service
 Around 227,000 people claimed UC via the Full Service
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As roll-out continues this winter:

 134 more jobcentres will launch the Full Service by the end of the year
 The UC caseload might rise by around 370,000 by April 2018
 At least 90,000 more people might claim via the Full Service by 

January 2018
 On average 63,000 people a month might start a new UC claim till 

January 2018
 Of these 63,000 new starts, around 40,000 (64%) might wait at least 

six weeks for their first payment

Universal Credit – Local Position

3.22. The Council became a live UC site on 25 January 2016. Since then, 
the impact on the Benefits service has been minimal with only 40 UC 
cases having had their HB cancelled. The number of referrals from the 
DWP where a claimant requires help with online access or personal 
budgeting support has also been extremely low.

3.23. In terms of the full UC service, Dartford was originally due to go-live in 
May 2018 but following the Budget on 22nd November, this has now 
been put back to July 2018. A UC working group has been established 
and the working relationship between key stakeholders, including 
Housing and DWP Partnership Managers, is contributing to meaningful 
dialogue and effective planning.

3.24. However, the reality of moving towards the full UC service should not 
be underestimated. East Kent Services (which provides the Revenues 
and Benefits Service for Canterbury City Council, Dover District 
Council and Thanet District Council) now have areas where the full UC 
service has gone live and following a recent presentation of their 
experience to date, the following issues were highlighted:

 UC is primarily digital-by-default but customers have to check their UC 
accounts and manage their claim online on a regular basis. Failure to 
do this results in their claim being closed down, followed by a laborious 
process that the claimant then has to follow in order to get their claim 
reactivated;

 The frequent recalculation of UC where a Council Tax Reduction (CTR) 
claim is in payment is having a considerable impact on the recovery of 
council tax. Therefore, fundamental changes to the CTR scheme will 
need to be considered in the future to alleviate the need to recalculate 
a CTR claim every time a change in UC is notified;

 Applications for Discretionary Housing Payments are increasing 
substantially but there is a fundamental problem with requests for rent-
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in-advance payments. This is because rent-in-advance payments 
cannot be awarded until housing costs in UC are paid, whilst on the flip 
side housing costs cannot be paid until a property is occupied;

 Temporary accommodation and homeless support costs are soaring. 
This is also compounded by rising rents without a corresponding 
increase in housing support; and

 The volume of notifications received by the Benefit section as a result 
of the full UC service is significant. The quality of notifications is of a 
poor standard and staff are increasingly being utilised as ‘paper 
sorters’ to manage and administer these notifications.

3.25. The UC working group, referred to in paragraph 3.19, are working hard 
to mitigate some of these issues. In addition, an extensive options 
analysis will shortly be undertaken on the Council’s CTR scheme so 
that the potential impact of UC can be understood, to assess whether 
any amendments need to be made to help ease any additional 
administrative burdens and to ensure the scheme is fit for purpose in 
the future. 

Welfare Reforms affecting Housing Benefit and Council Tax Reduction

3.26. The current wave of welfare reforms began in 2013 under the Coalition 
Government, in response to two competing objectives. The first was to 
make savings in order to help reduce the budget deficit. The second 
was to create a simpler system with clearer incentives to move into 
work.

3.27. The majority of welfare reform has now been introduced and there are 
no other major changes on the horizon that are likely to have a direct 
impact on HB or CTR. The welfare reform agenda is widely expected to 
wind down as 2020 approaches, although small tweaks may be made 
in response to changing economic forecasts or the impact of events 
such as Brexit.

4. Relationship to the Corporate Plan

Not applicable.

5. Financial, legal, staffing and other administrative implications and risk 
assessments

Financial Implications See risk assessment
Legal Implications None 
Staffing Implications None
Administrative 
Implications

Minimal at present
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Risk Assessment Affected residents will experience a reduction in 
their household income. With less disposable 
income, this may result in some residents finding 
it more difficult to pay their rent and their council 
tax. The following will help mitigate this impact:

 The Discretionary Housing Payment 
Scheme (Housing Benefit)

 The introduction of an Exceptional 
Hardship Scheme (Council Tax Reduction)

 Using the HERO service to support 
claimants directly affected by the Benefit 
Cap

6. Details of Exempt Information Category

Not applicable

7. Appendices

None.
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