
 

Rising in-work poverty pushes up Housing Benefit bill by £1bn a 

year, according to analysis by the Smith Institute 

 

 Latest DWP figures (June 2012) show a continuing rise in the number of people who 

are in low paid work claiming benefits, notably Housing Benefit.  The number of in-

work housing benefit recipients has increased by 227,000 since the 2010 election. 

According to analysis by the Smith Institute this is now costing an extra £20m a 

week, which adds an extra £1bn on the annual Housing Benefit bill.  

 Evidence of the surge of in-work poverty can be seen in the growth in Housing 

Benefit (HB) to those in work.  In May 2010 (under the new government) those in 

work claiming HB (non-passported claims, in employment) totalled 650,000 (out of 

4.75m HB claimants). By February 2012 this had risen to 878,190 (out of 5m HB 

claimants).  

 Over the period May 2010 to February 2012 the rise in in-work HB claims accounted 

for over 95% of the increase in overall HB claims. The increase has been much 

higher than DWP expected.  The 7.5K rise in in-work HB recipients in February alone 

added an extra £34m to the annual HB bill.  

 Although the Coalition has said cutting the Housing Benefit bill is essential to cutting 

the deficit, the Smith Institute’s findings suggest that DWP will struggle to achieve its 

intended savings on HB with in-work HB claims at this level.  The Coalition has 

forecast that HB expenditure will fall to £21.4bn in 2016/17. It is currently around 

£22bn, and if in-work HB expenditure continues to rise the total HB bill could be over 

£25bn by 2015. 

 The figures show that many people live on the margins and that falling incomes and 

rising living costs push them below the 60% of median incomes (the poverty line). It 

is also that in some places, like London, real rents are rising. At the same time real 

wages are falling.  The labour market is also changing, with a growth in involuntary 

part time working and temporary work.  

 The number of individuals living in households with less than 60% of median 

household income, who are in work, has risen from 2.3m 1996/97 to 3.3m in 2009/10 

(source: Family Resources Survey/HoC), and is now estimated (by the Smith 

Institute) to be around 3.5m and rising.   



 Paul Hackett, director Smith Institute, said: “the government can no longer ignore this 

rapid rise of in-work poverty. More and more people are being pushed to the margins 

of the labour market, where pay is not enough live on.  Our analysis shows that more 

working families are having to claim Housing Benefit, which is now costing an extra 

£1bn a year”.   

 The Institute’s analysis is calculated from the DWP site. Estimates are ours.  

http://research.dwp.gov.uk/asd/asd1/hb_ctb/index.php?page=hbctb_arc 

 
The Smith Institute is a leading independent think tank which promotes progressive policies for a 

fairer society. We provide a high-level forum for new thinking and debate on public policy and politics. 

Through our research, reports, briefings, monographs, events, lectures, education, and our website, 

the Institute offers a platform for thought leadership on a wide range of topics. We are interested not 

only in innovation and new ideas but also in how to translate policy into practice.  

For any enquiries please contact Sean Kippin at the Smith Institute on 0207 845 5845 or 

sean.kippin@smith-institute.org.uk  
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