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The future of benefits



£96 billion spent on them in 2017-18

More than education, or defence and policing combined

1.8 million households get 80%+ of their income from them

1 in 3 working-age households will get universal credit

Most people will receive a working-age benefit at some point
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Working-age benefits



Benefits have become major part of welfare state
Real-terms spending on working-age benefits

Sources: Benefit expenditure and caseload tables 2018, GDP at Market Prices and Money GDP (BKTL series), Budget 2001
Notes: 1948-1954 GDP based on calendar years. Includes cost of Children’s Tax Credit in 2001/02-2002/03, based on forecasts in Budget 2001
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Benefits have become major part of welfare state
Spending on working-age benefits

Sources: Benefit expenditure and caseload tables 2018, GDP at Market Prices and Money GDP (BKTL series), Budget 2001
Notes: 1948-1954 GDP based on calendar years. Includes cost of Children’s Tax Credit in 2001/02-2002/03, based on forecasts in Budget 2001
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Almost doubled



The rise and rise of means-testing 
Working-age benefits spending, by type
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Sources: Benefit expenditure and caseload tables 2018, Budget 2001
Notes: Tax credits included in means-tested benefits. Includes cost of Children’s Tax Credit in 2001/02-2002/03, based on forecasts in Budget 2001. 
“Other” benefits include Child Benefit, DLA/PIP and other non-means-tested, non-contributory benefits.
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3 big challenges
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What should benefits system do about people...

...in work but not earning much

...needing support for housing costs

...with an incapacity or disability
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Challenge 1: people in work but not earning much
% of working-age benefits going to households with adult(s) in paid work

Source: Family Resources Survey
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Challenge 1: people in work but not earning much
Population who are in poverty and in a working-age household
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Note: Chart shows the composition of the population in relative after-housing-costs poverty.
Source: Family Resources Survey, 1994-95 and 2016-17.
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At least one adult in 
household in paid work



Challenge 1: people in work but not earning much
Population who are in poverty and in a working-age household
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Note: Chart shows the composition of the population in relative after-housing-costs poverty.
Source: Family Resources Survey, 1994-95 and 2016-17.

In a workless household
At least one adult in 
household in paid work

1994/95

56% 44%

2016/17

68%

32%



Notes: Sample is individuals in households that do not contain any member over the state pension age and have at least one adult in 
paid work. Percentiles are the percentiles of the respective distributions.

Source: FRS 1994-95 to 2016-17.
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Challenge 1: people in work but not earning much
Income growth for people in working households, 1994/95 to 2016/17



Challenge 2: support for housing costs

Source: DWP benefit expenditure and caseload tables 2018
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Challenge 2: support for housing costs
Growth of higher-rent sectors driving much of the increase

Source: DWP benefit expenditure and caseload tables 2018. Breakdown by housing sector only available since 1994/95.

© Institute for Fiscal Studies  The future of benefits

0

5

10

15

20

25

30
19

94
/9

5

19
95

/9
6

19
96

/9
7

19
97

/9
8

19
98

/9
9

19
99

/0
0

20
00

/0
1

20
01

/0
2

20
02

/0
3

20
03

/0
4

20
04

/0
5

20
05

/0
6

20
06

/0
7

20
07

/0
8

20
08

/0
9

20
09

/1
0

20
10

/1
1

20
11

/1
2

20
12

/1
3

20
13

/1
4

20
14

/1
5

20
15

/1
6

20
16

/1
7

20
17

/1
8

H
ou

si
ng

 B
en

ef
it 

sp
en

d 
(£

 b
n,

 2
01

8/
19

 p
ric

es
)

Council housing Housing association Private renters



Challenge 2: support for housing costs
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Challenge 2: support for housing costs
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Challenge 2: support for housing costs
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Challenge 2: support for housing costs 

Housing benefit caps in private rented sector for 3-bed properties
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Challenge 2: support for housing costs 

Housing benefit caps in private rented sector for 3-bed properties
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Cherwell Valley
HB cap: £194 p/w
30th percentile rent: £206 p/w

Cambridge
HB cap: £179 p/w
30th percentile rent: £229 p/w



Challenge 3: incapacity and disability

Note: ‘Incapacity benefits’ include ESA, IB, SDA, invalidity benefit, sickness benefit, and income support on grounds of disability. 
‘Disability benefits’ include DLA, PIP, attendance allowance and mobility allowance. 

Source: Authors’ calculations using DWP expenditure tables Autumn 2018 and Autumn 2012.
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Challenge 3: incapacity and disability
The nature of incapacity has changed radically
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Challenge 3: incapacity and disability
% of incapacity benefits claimants whose main health condition is 
mental or behavioural (ages 25-59)

Source: Banks, Blundell and Emmerson (2015), ‘Disability Benefit Receipt and Reform: Reconciling Trends in the United Kingdom’, Journal of Economic 
Perspectives 29(2), and ONS Nomis data for 2018. Includes claimants of incapacity benefit, which was phased out for new claimants from 2008, and 
Employment and Support Allowance.  February and May 2018 data points are ESA claimants only.
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What should benefits system do about people...

...in work but not earning much

...needing support for housing costs

...with an incapacity or disability
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Objective analysis of economic policy is more important now than it 
has ever been. Please support our work and help us to improve public debate 
and government policy by becoming a member: ww.ifs.org.uk/about/membership 

Wi-Fi Network: Ri-Public 
Password: Cavendish
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