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Introduction 

The Welfare Reform Act gives the Government the power to cap the total amount of benefit which a single 

person or couple is entitled to. The cap will be introduced in April 2013. 

 

How will it be calculated? 

The cap will be set at the average (median) net earnings for a working household, currently projected to be 

£500 per week (£26k per annum) for lone parents and couples with or without children, and £350 per week for 

single people without children. These limits will be set in regulations. 

 

Prior to the introduction of Universal Credit (from October 2013), the cap will apply to the combined income a 

household receives from the main out of work benefits (Job Seeker’s Allowance and Employment Support 

Allowance), Housing Benefit, Child Benefit, Child Tax Credit and Carer’s Allowance. Once households have 

been transferred to Universal Credit, it will apply to their combined income from Universal Credit and benefits 

including Child Benefit and Carer’s Allowance.  

 

The cap will not include one-off payments, non-cash benefits and passported benefits, such as free school 

meals, nor will it include Council Tax Benefit. The childcare element of Universal Credit will also be excluded. 

 

How much will people lose? 

The Department for Work and Pensions estimates that affected households will lose an average of £83 a week 
– nearly £4,500 per year - with 17% of those affected losing more than £150 a week. Chart one shows the 
distribution of the size of the cuts that households will face. Chart two shows the impact of the cap on support 
for housing costs as the number of children in a household increases. 

 

Chart 1: Average amount of benefit reduced for households affected by the policy 

 

Source: DWP Impact Assessment Jan 2012 
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Chart 2: How the cap impacts on support for housing costs 
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Source: Ferret Information Systems 

 

Who will be hit? 

The cap is targeted at out-of-work-families. The DWP estimates that about 67,000 households will be affected 

by the measure in 2013/14 rising to 75,000 in 2014/15. In 2013/14 this means that 90,000 adults and 220,000 

children will be affected. It is expected that 44% of those affected will live in the social rented sector and 56% 

in the private rented sector.1 

 

Households will be exempt from the cap if a member of the household is claiming Disability Living Allowance 

(DLA) or the Personal Independence Payment (PIP), Attendance Allowance, Constant Attendance Allowance, 

Working Tax Credit or the support component of Employment Support Allowance. However, this exemption 

does not apply if it is a non-dependent member of the household who is in receipt of DLA or Attendance 

Allowance, for example if parents are caring for an adult disabled child. War widows and widowers will also be 

exempt.  

 

In general, larger than average families and those living in high-rent areas are most likely to be affected by the 
benefit cap. It is estimated that 54% of affected households will be in Greater London, 9% in the South East, 
6% in the North West and less than 6% in all other English regions. The local authorities with more than 1,000 
households affected (in the year 2013/14) are: Barnet, Birmingham, Brent, Camden, City of Westminster, 

                                                

 

 
1
 DWP Impact Assessment (January 2012) http://www.dwp.gov.uk/docs/household-benefit-cap-wr2011-ia.pdf  

http://www.dwp.gov.uk/docs/household-benefit-cap-wr2011-ia.pdf
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Croydon, Ealing, Enfield, Hackney, Hammersmith & Fulham, Haringey, Harrow, Islington, Kensington & 
Chelsea, Newham, Redbridge, Tower Hamlets, and Wandsworth.2  

 

Chart 3: Key characteristics of the households affected by the policy 

 

Source: DWP Impact Assessment Jan 2012 

 

Work requirements 

Households in receipt of Working Tax Credit (WTC) will be exempt from the benefit cap. WTC is available to 

lone parents and those with a disability who are working for at least 16 hours a week and couples with children 

who work at least 24 hours a week between them. Eligibility for WTC for those without children or a disability is 

dependent on age; this group must be 25 or older and work at least 30 hours a week to qualify. 

 

There will be a nine month grace period, where the cap will not apply, for those who have been in work for the 
previous 12 months and lose their job through ‘no fault of their own’. It is likely that it will also apply for those 
who have their hours reduced to below the level where they can receive WTC. For couples, the grace period 
will apply where either member meets the criteria.  
 

If someone loses their job before the cap hits in April 2013 the grace period will run from when they lost their 

job. For example, if they lose their job in February 2013, the cap would not apply until November 2013. 

 

How will the cap be administered? 

The cap will be administered through the new Universal Credit system. Prior to the introduction of Universal 

Credit, it will be administered by Local Authorities through Housing Benefit payments.  

 

                                                

 

 
2
 DWP Impact Assessment (January 2012) http://www.dwp.gov.uk/docs/household-benefit-cap-wr2011-ia.pdf 

http://www.dwp.gov.uk/docs/household-benefit-cap-wr2011-ia.pdf
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There will be three delivery phases: 

 Phase 1 – from April 2012, Jobcentre Plus and Local Authorities will provide support to households 

claiming out-of-work benefits that will be impacted by the Benefit cap in April 2013. 

 Phase 2 –from April 2013 the cap will be introduced for new and existing claimants via a deduction from 

Housing Benefit. A central team will be set up within Jobcentre Plus to advise Local Authorities who will 

apply the cap.  

 Phase 3 – from October 2013, new claims to Universal Credit will be subject to the cap. Existing cap 

claimants will migrate over to Universal Credit between October 2013 and 2017. 

 

Transitional arrangements 

Those who are affected by the benefit cap will face limited options which include reducing their non-rent 

expenditure, making up any shortfall in Housing Benefit using a proportion of their other income, moving to 
cheaper accommodation or a cheaper area or entering employment or increasing their hours of 
employment.

3
  

 

The Government has confirmed that claimants made homeless by the cap will not be considered intentionally 

homeless, therefore local authorities will have a statutory duty to house them.  

 

An additional £130 million for Discretionary Housing Payments has been announced to help provide short term 

relief for those who are not able to move immediately after being hit by the cap. This includes an extra £80 

million in 2013-14 and an extra £50 million in 2014-15. The money will be targeted at areas, such as London, 

where more people will be affected. 

 

Throughout 2012 the Government will identify the families likely to be affected when the cap is implemented in 

April 2013, the first letters informing claimants of the changes will be sent in April 2012.  Targeted support 

through Jobcentre Plus and the Work Programme will be offered to help them move into work and a helpline 

will be set up to deal with enquiries. Currently there are no plans to share information on who will be affected 

with landlords. The Federation will work with the DWP to find ways to make more data sharing possible.  

 

Further Information 

 DWP Impact Assessment (January 2012) http://www.dwp.gov.uk/docs/household-benefit-cap-wr2011-

ia.pdf 

 DWP Equality Impact Assessment (October 2011) http://www.dwp.gov.uk/docs/eia-benefit-cap-

wr2011.pdf 
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