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Executive Summary 
 

 Analysis arising from this study suggests that around £380m will be lost to the 
North East as a result of the introduction of the benefit cap and the combined 
changes to disabled people’s benefits, council tax benefit, and housing benefit in 
the social sector.  Research undertaken on a national basis1 suggests that if other 
changes are also taken into account (such as those affecting Child Benefit and 
Child Tax Credits), the cumulative loss to the North East region in 2014/15 could 
be as high as £940m. 

 The most significant proportion of the loss is attributable to changes to the 
benefits of disabled people.  It is estimated that over 70,000 people in the North 
East will be affected by the time-limiting of contribution-based Employment and 
Support Allowance (ESA) and the stricter eligibility criteria being applied to it. This 
will represent a cost to the regional economy of more than £175m.  The 
estimated loss to the region for the transition from Disabled Living Allowance to 
Personal Independence Payments is over £128m, affecting nearly 33,000 people. 

 The impact this will have has a clear spatial dimension.  In some Lower Super 
Output Areas (LSOAs), more than 35% of the working age population are in 
receipt of (at least) one of the three main disability benefits.  The table below 
shows the ward location of the most affected LSOAs  in each local authority area; 
each of which have more than 19% of their working age population affected: 
 

Local Authority Ward Local Authority Ward 

County Durham Deneside North Tyneside Riverside 

Darlington Central Northumberland College 

Gateshead Dunston and Teams Redcar and Cleveland Kirkleatham 

Hartlepool Stranton South Tyneside Simonside and Rekendyke 

Middlesbrough Gresham Stockton Stainsby Hill 

Newcastle Byker Sunderland St Chads 
 

 The North East’s economy and society is already experiencing the impacts of 
austerity measures and the on-going recession. Measures of economic resilience 
paint a bleak picture.  In November 2012, there were 7.5 Job Seeker Allowance 
claims for every unfilled job centre vacancy across the region.  All authorities 
within the North East had higher ratios (ranging from 5: 1 to nearly 14:1) than the 
national average of 4:1.   

 Charity dependency amongst citizens is becoming more prominent, with the 
growing numbers of food banks a particularly notable feature.  Advice services 
are experiencing increasing pressures and an already strained voluntary and 
community sector anticipates that welfare reform will exacerbate the growing 

                                                           
1
 C Beatty and S Fothergill, Hitting the poorest places hardest: the local and regional impact of welfare reform, 

CRESR, 2013 
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demands on their services.  There are early reports of increased activity in 
relation to ‘pay-day loans’ and, of greater concern, increased incidences of illegal 
money-lending – some linked to organised crime. 

 Part of the welfare reform agenda is intended to incentivise behavioural change, 
particularly to encourage people back into work.  In the North East (unless it is 
envisaged that working age people will behave differently by leaving the region) 
the prospect of such change is severely constrained by the nature and relative 
weakness of labour and housing markets.  The region faces the prospect of 
substantial financial loss to its local economies in the lead-up to the introduction 
of Universal Credit. 

 The cumulative impact on households and neighbourhoods could be profound.  
Social housing tenants, and social housing estates, will be particularly hard hit 
(and disabled people are disproportionately represented within social housing).    
DWP anticipates an annual saving to the Housing Benefit bill of £34m, based on 
the 50,000 households in the North East who it estimates will be affected by 
applying the size criteria (also known as bedroom tax).  The North East has the 
highest rate of people affected by this measure.  Most householders, including 
those in social housing, will also have to contribute towards their Council Tax bill. 

 In the North East, it is hard to see how applying the size criteria to social housing 
can be justified on housing need grounds.  There are no major overcrowding 
problems and most demand is for the limited number of smaller properties that 
under-occupying households are being incentivised to move into.  The estimated 
number of under-occupying households requiring properties with one bedroom 
in the North East (27,300) is more than 4 times greater than the total regional 
number of social tenancies of this size becoming available within a year (6,435). 

 The pattern of those affected by the size criteria can be seen from the map in 
Section 4 (Figure 4.16).  Areas already experiencing multiple deprivation have the 
greatest concentration of affected tenants.  In some areas, like Durham, historical 
patterns of settlement mean that numbers are dispersed over larger areas.  In 
others, large numbers are concentrated in smaller neighbourhoods.  

 This picture has another dimension, concerning the properties that would be 'left 
behind'. If just 25% of households relocated, the ratio of applicants to available 
social rented properties with 3 bedrooms or more would be 1.5 to 1. This is a low 
level of demand which may leave houses in unpopular areas standing empty.  

 Analysis suggests that within the regional context, the policy will not only be 
disproportionately felt, it also risks breaking down networks of resilience (sources 
of practical and emotional support) and undermining the sustainability of 
communities. Early reports indicate higher voids levels and more lettings to 
people with low levels of housing need; in one authority, increasing numbers of 
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tenants were coming from outside the area.  These trends could indicate a 
perverse effect of the changes in the context of local conditions.    

 In contrast, the North East is less affected than other areas – notably London – by 
the overall Household Benefit Cap.  Estimates range from 1,230 households (the 
lower end of local authorities’ own assessments) to 3,560 (based on DWP 
figures).  This compares to an anticipated 27,000 households affected across 
London Council areas2.  This is largely because of higher rents; it is possible that 
benefit recipients in high cost housing markets will be incentivised to move north.   

 Financial impacts to individual households directly affected will be substantial, 
but a wider group of citizens may also feel the impact.  There is particular concern 
about the prospects for young people as more competition is introduced into 
labour and single-person housing markets.  Also, the combined impacts of 
welfare reform in the most affected geographical communities may increase the 
likelihood of localised crime and anti-social behaviour.  As noted above, there are 
already indications of more money lending activities in these neighbourhoods. 

 While the social impacts of the welfare reform agenda are less clear, extreme 
financial stress is known to be associated with a number of social ills including 
higher rates of relationship breakdown, emotional distress, substance misuse, 
and self-harm.  Follow-up interviews in one authority reported increased referrals 
to a mental health service, confirming anticipated developments.  Such early 
indications will be of concern to all agencies delivering services to the most 
vulnerable groups in the North East. 

 In the first few weeks of operating the localised social fund, local authorities are 
being conservative in the amounts and number of awards, many reporting a 
projected under-spend if current patterns continue.  No authorities reported 
using cash payments; most providing vouchers and other forms of direct 
payments to utility companies and stores, one providing food parcels in lieu of 
vouchers.  Overall, there seems to be less resource available to claimants than 
under the previous system with implications for future funding of the scheme.  
Concern that money may be withdrawn from central government has led to 
discussions about whether local schemes should operate more generously. It is 
too early, therefore, to assume that current patterns will continue and there is 
evidence that some authorities are already considering revising their criteria.  

 One reported concern is the Department of Work and Pensions’ variable practice 
in referring claimants for Social Fund or Discretionary Housing Payments (DHP) 
rather than administering Short Term Benefit Advances.  Delays resolving such 
issues are causing apprehension about the introduction of Universal Credit. There 
has been a big increase in numbers applying for a DHP, partly because of these 

                                                           
2
 Ben Dixon, Tracking Welfare Reform: the changing role of local authorities, London Councils, 2013 
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administrative issues, one authority reporting that applications totalling 80% of 
last year’s awards had been received within the first month of the financial year.  

 This report highlights the issues that arise from applying a national policy across 
diverse areas of the country. The particular conditions that pertain in the North 
East, particularly in regard to underlying economic conditions and the structure of 
the housing stock leave residents vulnerable to a range of pressures with little 
flexibility in local governance to mitigate them. 
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 Recommendations 
 

The following issues stand out from the analysis undertaken in this research, and the 
conclusions it has drawn:  
 
Regional Structures 
 

ANEC may wish to consider appropriate arrangements for providing overview to the 
welfare reform agenda as it unfolds across the region and thereby direction and 
support in the light of its longer term impacts.  The ‘real-life’ results of welfare 
reform will not end with the introduction of Universal Credit, nor even at the stage of 
its final roll-out.  There is a role to play that extends beyond 2017. 
 

By providing a strategic lead, ANEC could negotiate ways forward for issues that 
cross local authority boundaries.  Prospects for North East economic regeneration 
and possibilities of population migration are good examples.  If informal sources of 
support to vulnerable people leave the region (for work) and more vulnerable 
households move in (to avoid benefit penalties), this has clear implications for local 
authority services.  The same patterns could potentially happen within the region. 
 
Monitoring Frameworks 
 

A lot of activity is already taking place to collect and monitor data in order to identify 
trends.  This is being done at the level of individual local authorities, housing 
organisations and increasingly within health.  There is a danger that the various data-
sets will not talk to each other in a way that allows a clear regional picture to 
emerge.  Some degree of regional co-ordination is crucial. 
 

There are some well-established indicators for economic resilience and impact; 
measures for the social dimensions are less well-developed.  Monitoring the impact 
of welfare reform needs to encompass both.  If a regional-level framework is 
developed as recommended, it will be necessary to select variables carefully, and not 
to preclude more qualitative data sources. 
 

Some key issues for a monitoring framework, drawn from looking at the combined 
messages from the analysis presented, can be found in the final section of the report. 
 
Action Frameworks 
 

There is always a danger that monitoring trend data becomes a self-servicing 
function rather than leading to a wider goal.  Whilst the collection of data is 
necessary, it is the outcomes achieved as a result of the actions it informs that 
matter most.  Whilst many of these actions will be at a local authority level, there is 
arguably a role for ANEC in pulling together this source of information as well. 
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Learning Networks 
 

Linked to the above, there is real potential for local authorities and their partners to 
combine their experiences and understandings, and to learn from the successes and 
failures of different approaches. This could be facilitated in a number of different 
ways (sharing best practice on-line; coming together physically; social media; etc.) 
and at a number of different levels (from front-line to top-tier).   
 

Again ANEC could play an important role in expediting such activity, possibly through 
its existing infrastructure arrangements. 
 
Partnership 
 

Above all, and as is being recognised by a number of local authorities, there is a need 
to come together to work in partnership.  Where this is happening, it appears to be 
working well; housing providers and advice services being notable allies in mitigating 
adverse effects and working towards positive solutions.   However, there may well be 
other bodies – notably Health and Wellbeing Boards and Criminal Justice Agencies – 
that could and should be brought on board, providing a clear lead can be given to 
drive the agenda.   
 
Strong and innovative local partnerships, concerned with the welfare of citizens in 
their area, are likely to be central to the future of local governance. 
 

  


