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ABOUT

Re:State is established as the leading Westminster think tank for public service reform. We
believe that the State has a fundamental role to play in enabling individuals, families, and
communities to thrive. But our vision is one in which the State delivers only the services that
it is best placed to deliver, within sound public finances, and where both decision-making and
delivery is devolved to the most appropriate level. We are committed to driving systemic
change that will deliver better outcomes for all.

We are determinedly independent and strictly non-party in our approach. This is reflected in
our cross-party Advisory Board and our events programme which seeks to convene
likeminded reformers from across the political spectrum.

Re:State is a registered charity, the Re:State Trust Ltd, charity no. 1103739.

ABOUT

After a decade of disruption, the country faces a moment of national reflection. For too long,
Britain has been papering over the cracks in an outdated social and economic model, but while
this may bring temporary respite, it doesn’t fix the foundations. In 1942 Beveridge stated: “a
revolutionary moment in the world’s history is a time for revolutions, not for patching.” 80 years
on, and in the wake of a devastating national crisis, that statement once again rings true. Now
is the time to fix Britain’s foundations.

Re:State’s programme, ‘Re:Imagining the State’, puts forward a bold new vision for the role
and shape of the State. One that can create the conditions for strong, confident communities,
dynamic, innovative markets, and transformative, sustainable public services.

‘Re:Imagining Welfare’ is one of the major workstreams within this programme.

ABOUT

This paper is part of the ‘Re:lmagining Welfare’ workstream. Revolutionary at the time,
Britain’s social security system has evolved in ways that would be unrecognisable to its
founder, William Beveridge. The system is no longer, primarily, a temporary safety net; the
contributory principle has been eroded to such an extent that it barely exists; conditionality is
applied to an ever-diminishing proportion of claimants; and costs are spiralling. Those with the
greatest needs are often underserved because the caseloads are too high to enable greater
generosity. And the approach to support is impersonal, top-down, and distrusted.

This report will explore international approaches to disability-related benefits for working-age
people, highlighting key lessons which Britain can learn from their experience.
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Lessons

International lessons about extra-cost benefits

Lesson 1: Defining extra costs is a fundamental policy choice that determines the role of an
extra-cost benefit within the wider support system. Countries that narrowly define eligible costs
typically separate disability-related expenses from care needs, while broader definitions blur
the boundary between extra-cost benefits and social care.

Lesson 2: Psychiatric disorders can generate genuine extra costs and barriers to
participation, but in many cases where this is not due to a life-long developmental disability
these costs are more variable and difficult to verify than those associated with many physical
disabilities. Countries that have extra-cost benefits typically seek to compensate disability-
related costs that can be clearly evidenced and attributed to a condition.

Lesson 3: International approaches differ in the extent to which they infer need from a
person’s condition or circumstances, rather than requiring evidence of the costs themselves.
Most countries apply at least two criteria, either a diagnosis plus functional test, or diagnosis
plus observed costs. The more closely entitlement is tied to observed costs, the more evidence
is typically required to establish eligibility. The requirement for evidence of extra costs is
common in international models, but entirely absent from Britain’s model.

Lesson 4: Unconditional payments mean less administrative burden and greater autonomy
for recipients, but also poorer targeting and the potential erosion of trust in the system. Support
that requires evidence of extra costs allows for more accurate support for claimants, including
greater generosity where needed, and improves accountability within the system. A hybrid
model can allow for unconditional low-level payments, combined with much higher conditional
payments based on actual need.

Lesson 5: The greater administrative simplicity of a broad functional assessment without the
requirement for evidence of extra costs — like the model used in Britain — can mean reduced
responsiveness to changing circumstances. Systems that more closely track actual costs can
adapt more readily to fluctuations in need, but typically require greater evidence-gathering and
administrative oversight.

Lesson 6: Means tests and minimum cost thresholds can improve the targeting of public
resources, but do so by creating eligibility boundaries that may result in genuine need going
unaddressed.

Lesson 7: Cash benefits are not the only way to deliver support for extra costs incurred due
to disability. In-kind benefits may be used either in addition to, or in place of, cash benefits, in
order to provide government greater oversight of expenditure and improve public trust in the
system. Tax credits offer an alternative form of support with greater work incentives, but apply
to only a limited subset of those who require support.

Lesson 8: Generous award levels amplify the fiscal impact of caseload growth. Britain’s
comparatively high PIP awards help explain both its larger share of GDP spending on extra-
cost benefits and its greater exposure to rising claimant numbers.



International lessons about incapacity benefits

Lesson 9: Britain is unusual in not having two distinct working-age incapacity benefits for
those with some current or potential work capacity and those without any current or potential
work capacity. In other countries, eligibility criteria for these benefits are stricter, resulting in
lower proportions of the working-age population claiming them.

Lesson 10: The eligibility criteria for working-age incapacity benefits without any conditionality
requirements are less strict in Britain compared to many comparator countries. In other
countries, eligibility often requires the applicant’s condition to be both severe, such that
substantive work is impossible, and permanent. Less strict eligibility criteria result in a higher
proportion of Britain’s working-age population parked on benefits with no support to help them
move closer to the job market.

Lesson 11: The application process in comparator countries appears more rigorous, with
more steps involved and a requirement for medical documentation. Where in Britain the focus
of the assessment is on what an individual cannot do, in Denmark and the Netherlands there
is a positive focus on identifying current or potential work capacity, and the interventions which
could support someone to move closer to work.

Lesson 12: Britain is unusual in how weak work incentives are for working-age incapacity
benefit recipients. In other countries, for the vast majority of working-age incapacity benefit
recipients, payments are typically conditional on engaging with support during, at least, the
first two years of payments. This support is often more intensive and tailored for working-age
incapacity benefit recipients than in Britain, and is sometimes delivered at the regional level,
rather than nationally. Time-limiting is also used in some countries, meaning the failure to
move into work can result in lower income. This seems to contribute to lower proportions of
the working-age population claiming incapacity benefits.

Lesson 13: Other countries make far greater use of work trials and even subsidised
employment to facilitate economic participation for those claiming incapacity benefits. They
also have more generous return to benefit policies, making attempting work less risky for
claimants, and the Netherlands has significant de-risking policies for employers.

Lesson 14: Well-enforced employer responsibilities to facilitate a return to work for employees
who develop a health condition or disability that temporarily prevents them from working can
significantly reduce the number of working-age incapacity benefit claims.



1. Introduction

If you live with a disability, you are likely to experience disadvantages. You may find it harder
to get around, you may be constrained in the type of work or the number of hours you can do,
or you may require costly equipment and care in your everyday life. This can increase disabled
people’s living costs and/or decrease the possibility of them supporting themselves.

Britain’s working-age sickness and disability benefits system is supposed to support those
facing economic hardships caused or exacerbated by their disability.

The system tries to do this in three ways. First, it contributes to the extra costs associated with
disability. Second, it provides enhanced income replacement to those who have a limited
ability to support themselves through work due to disability. Third, it aims to support people
with long-term ill health or disability to enter or return to employment where possible.

There is, however, an increasingly broad consensus that the system is failing both those who
use it and those who fund it.

The number of people claiming disability-related benefits has soared in recent years — this can
be seen from the caseloads shown in Figure 1 below.

Figure 1: Working-age disability-related benefits caseloads, millions, Great Britain
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Sources: Incapacity benefits: Department for Work and Pensions, Outturn and forecast tables: Spring Forecast 2026, Table 4 (i): Caseloads of
benefits to support disabled people and people with health conditions, by age group (DWP Coverage), 2026. Extra-cost benefits: Department for
Work and Pensions, Outturn and forecast tables: Spring Forecast 2026, Table 4 (i). Social Security Scotland, Adult Disability Payment - to 30 April
2026 - Tables, Table 13: Number of individual Adult Disability Payment clients paid by financial year, 2026; Scottish Fiscal Commission, Scotland’s
Economic and Fiscal Forecasts — May 2025, Chapter 5 - Social Security - Supplementary Figures, Revised on 28 November 2025, Figure S5.5:
Forecast spending and number of people expected to receive PIP, ADP and SADLA; Scottish Fiscal Commission, Scotland’s Economic and Fiscal
Forecasts — May 2023, Chapter 5 — Social Security — Supplementary Figures, Figure S.5.4: Forecast spending and number of people expected to
receive PIP, ADP and SADLA; Scottish Fiscal Commission, Scotland’s Economic and Fiscal Forecasts — May 2022, Chapter 5 - Social Security -
Supplementary Figures, Figure S5.2: Forecast spending and number of people expected to receive PIP, ADP and SADLA; Social Security Scotland,



Adult Disability Payment statistics to 30 April 2024, Adult Disability Payment to 30 April 2024 Tables, Table 18: Caseload for Adult Disability Payment
by age at 30 April 2024; Social Security Scotland, Adult Disability Payment statistics to 30 April 2025, Adult Disability Payment to 30 April 2025
Tables, Table 18: Caseload for Adult Disability Payment by age at 30 April 2025; Social Security Scotland, Adult Disability Payment statistics to 30
April 2026, Adult Disability Payment to 30 April 2026 Tables, Table 19: Caseload for Adult Disability Payment by age at 30 April 2026.

Notes:

1. DWP data for extra-cost benefits ceases to include Scotland from 2020-21 onwards. To produce consistent figures for Great Britain, Re:State
has added Social Security Scotland figures for caseloads for PIP, DLA, and ADP.

2. Forecasts for PIP and DLA are restricted to working-age recipients, while ADP forecasts include recipients of all ages. As a result, the ADP
figures slightly overstate the working-age caseload, with the overstatement increasing over time. However, the impact on the overall extra-cost
benefit forecast is relatively small, with recipients aged 65+ accounting for 21 per cent of the ADP caseload as of 30 April 2026.

Alongside rising caseloads, average incapacity claim durations are long, exceeding seven
years." Each month, just 1.9 per cent of people receiving the health element of Universal
Credit in the Limited Capability for Work (LCW) group and 0.9 per cent of those in the Limited
Capability for Work and Work-related Activity (LCWRA) group move into employment.? This
represents a devastating loss of human potential.

Likewise, a growing share of young people with long-term health conditions and disabilities
are leaving school and immediately being parked on incapacity benefits, permanently scarring
their career trajectory and lifetime earning potential.®

Consistent with this, the UK’s disability employment gap — the difference between the
employment rates of disabled and non-disabled people — is high by international standards, at
29.7 percentage points.*

Worryingly, these trends sit alongside significant advances in medicine, workplace adaptation,
and assistive technologies — all of which should mean people with a disability or health
condition are more able to participate fully in education, work, and community life.

The system is also failing those whose taxes fund its rapidly growing costs. In 2019-20 — the
last financial year prior to the pandemic — Britain spent £22.2 billion on incapacity benefits for
working-age adults.® By 2024-25 this figure was £31.2 billion — an increase of 40 per cent in
just five years.®

For extra-cost benefits the growth is even greater: over the same period, expenditure on extra-
cost benefits for working-age adults in England and Wales has increased by 65 per cent from
£14.4 billion to £23.8 billion;” it is forecast to grow a further 45 per cent by 2030-31 to £34.5
billion.®

' Department for Work and Pensions, Pathways to Work: Reforming Benefits and Support to Get Britain Working
Green Paper (GOV.UK, 2025).

2 Disability Analysis Division, Pathways to Work: Reforming Benefits and Support to Get Britain Working Green
Paper — Health and Disability Benefits (Department for Work and Pensions, 2025). These percentages are
snapshots in November 2024, but the into-employment rates for each group have remained relatively stable 2022-
24.

3 Department for Work and Pensions, Young People and Work: Interim Report (GOV.UK, 2026).

4 Department for Work and Pensions, The Employment of Disabled People 2025 (GOV.UK, 2026); OECD,
Disability, Work and Inclusion: Mainstreaming in All Policies and Practices (OECD Publishing, 2022),
https://doi.org/10.1787/1eaab5e9c-en.

5 Department for Work and Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026). Table 4 (ii):
Benefit expenditure to support disabled people and people with health conditions.

6 Ibid.

7 Ibid.

8 Ibid.



Crucially, the rapid rise in claims since the pandemic has been a peculiarly UK phenomenon.
The Institute for Fiscal Studies looked at comparable international data and found that, of the
11 countries reviewed, eight saw a decrease in claims, two saw a small increase, and just one
country, Denmark, saw a more sizeable increase (though still less than half the rate of the
UK’s increase).® This strongly suggests that the rise in disability-related claims the UK has
experienced is not only the result of increasing rates of ill health and disability post-pandemic,
given the comparison countries have similarly experienced such increases.

This points to an important reality: the problems facing Britain’s working-age disability-related
benefits system are not inevitable, they are the result of choices about how the system is
designed.

Recognising the crisis facing the system, the Government has set its sights on reforming the
disability-related welfare system. In November 2024, Sir Charlie Mayfield was commissioned
to conduct the Keep Britain Working Review into economic inactivity due to ill health; in June
2025 Sir Stephen Timms MP was tasked with reviewing Britain’s PIP; in November 2025, the
Government commissioned Alan Milburn to produce the Young People and Work Report
looking at the rise in the number of young people who are Not in Education, Employment, or
Training (NEET) and claiming disability-related benefits. ™

Reforms to Britain’s disability-related benefits system should seek to simultaneously drive
better outcomes for people with disabilities or health conditions and deliver a fiscally
sustainable model. International comparison is invaluable for identifying how this can be
achieved, and this is the focus of this paper. This report does not make specific
recommendations for reform — those will be the subject of future Re:State work — but it does
highlight key lessons.

Work of this kind carries an important caveat. Countries differ in their labour markets,
demographics, healthcare systems, and wider welfare architecture, so an outcome observed
in one country can rarely be attributed directly to a single design feature of a particular benefit,
policy, or programme. This paper does not attempt to make such causal links. There are also
significant challenges when dealing with data collection regimes and statistical sources that
vary considerably between different countries, and reflect systemic design decisions which
make the information hard to compare. Where these methodological challenges occur, this
paper indicates where proxy data sources or special statistical inferences are being used, and
does so in a ‘conservative’ way to try and ensure greater statistical reliability.

None of these caveats negates the value of understanding different approaches, and it is clear
from the insights below that lessons can, and should, be drawn from the way other countries’
systems differ.

9 Eduin Latimer et al., Health-Related Benefit Claims Post-Pandemic: UK Trends and Global Context (Institute for
Fiscal Studies, 2024).

0 Department for Work and Pensions, Terms of Reference for the Independent Report into Young People and
Work (2025); Department for Work and Pensions and Sir Stephen Timms MP, Timms Review of PIP: Terms of
Reference (2025); Department for Work and Pensions and Department for Business and Trade, Keep Britain
Working: Terms of Reference (2025).



1.1 Methodological notes

1.1.1 Terminology

Disability: You are disabled under the Equality Act 2010 if you have a physical or mental
impairment that has a ‘substantial’ and ‘long-term’ negative effect on your ability to do normal
daily activities. This includes long-term ill health."

Disability-related benefits: In this paper, this term will be used to refer collectively to two
separate disability-related cash benefits:

Extra-cost benefits: Cash benefits that contribute to the extra costs that many disabled
people face in everyday life. In England and Wales, the principal working-age extra-cost
benefit is Personal Independence Payment (PIP). These are sometimes referred to as
‘disability benefits’.

Incapacity benefits: Compensate for the loss of earnings experienced by people whose
disability limits their ability to work.'? In Britain there are two incapacity benefits. Disabled
individuals with sufficient National Insurance contributions may receive New Style
Employment Support Allowance (ESA) which is not means-tested. Those who do not qualify
for New Style ESA may still qualify for the health element of Universal Credit which is means-
tested.

1.1.2 Devolution

The welfare system is broadly consistent across the United Kingdom. However, as social
security powers have been devolved, differences have begun to emerge between the
constituent nations, and these may widen over time. "

In Northern Ireland, social security is fully devolved and administered by the Department for
Communities. However, under the long-standing parity principle, the Northern Ireland
Executive is expected to maintain broad alignment with the system in Great Britain, with any
policy divergence funded from its own budget.™

In Scotland, extra-cost benefits have been devolved since April 2020 and are administered by
Social Security Scotland. Incapacity benefits are not devolved. '

In Wales social security is not devolved.®

This paper focuses primarily on England and Wales when discussing extra-cost benefits, and
Great Britain when discussing incapacity benefits.

" GOV.UK, ‘Definition of Disability under the Equality Act 2010’, No date.

2 N.B. Incapacity benefit is also the name of a specific benefit that operated until 2015.

3 Alex Clegg et al., The State of the Nations: Social Security in a Devolved UK (2026).

4 Les Allamby, ‘From Parity to Policy: The Northern Ireland Approach to Social Security’, Social Security Advisory
Committee, 9 February 2026.

5 Department for Work and Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026).

16 Clegg et al., The State of the Nations: Social Security in a Devolved UK.



2. Extra costs

People living with one or more disability may experience extra costs in their everyday lives.
These costs can vary considerably: some are large and one-off, such as adapting a vehicle or
a home, or buying special equipment, while some are regular ongoing costs, such as paying
a live-in carer or higher energy bills. Depending on the magnitude, these extra costs may
materially change an individual’s standard of living.

In England and Wales, the working-age benefit Personal Independence Payment (PIP) is
designed to contribute to such extra costs, supporting disabled people to live independently.’”

Britain’s extra-cost benefit still closely resembles the system introduced in the 1970s. In 2013,
for working-age claimants, PIP replaced Disability Living Allowance (DLA), which in 1992 had
itself replaced the two extra-cost benefits Attendance Allowance'® and Mobility Allowance. ™
The two-component structure — a daily living component and a mobility component — reflects
its origins. However, where DLA had been a diagnosis-led system, PIP applies a functional
capability assessment, and when introduced emphasised face-to-face assessment (around
83 per cent pre-pandemic)?° and more regular reviews.?' PIP retained the dual component
structure of DLA.

Both the cost and caseload of PIP have ballooned in recent years, and are set to grow further
in the coming years.

In 2012-13, the last year before PIP was introduced, 1.9 million working-age people in Britain
received DLA.?2 By 2024-25 (the latest year we have outturn figures for), more than 3.7 million
working-age Britons were in receipt of an extra-cost benefit.?® By 2030-31, the caseload is
forecast to increase to more than 5.2 million people.?*

This is a huge increase in less than 20 years, set against a background of technological and
medical innovation — plus increasingly accessible physical and digital environments — which
should be reducing some of the costs associated with disability.

The pace and trajectory of the growth in costs is unsustainable, particularly in the context of
sluggish economic growth and over-extended public finances. This Government’s attempt in

7 Sir Stephen Timms MP, The Timms Review of Personal Independence Payment: Interim Report (2026).

8 Attendance Allowance remains in existence as the extra-cost benefit for pension-age claimants — it does not
cover mobility costs.

9 Tania Burchardt, The Evolution of Disability Benefits in the UK: Re-Weighting the Basket (London School of
Economics, 1999).

20 Sir Stephen Timms, Personal Independence Payment: Medical Examinations: Answer To Written Question
(2026).

21 Department for Work and Pensions, Personal Independence Payment Rolls out to Existing Claimants (2013).
22 Department for Work and Pensions, ‘Benefit Expenditure and Caseload Tables 2026’, Table 4 (i): Caseloads of
benefits to support disabled people and people with health conditions, by age group (DWP Coverage).

23 Department for Work and Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026); Social Security
Scotland, ‘Adult Disability Payment Statistics to 30 April 2026°, 2026; Social Security Scotland, Adult Disability
Payment statistics to 30 April 2025, Adult Disability Payment to 30 April 2025 Tables, Table 18: Caseload for Adult
Disability Payment by age at 30 April 2025; Scottish Fiscal Commission, Scotland’s Economic and Fiscal Forecasts
— May 2025, Chapter 5 - Social Security - Supplemetary Figures, Revised on 28 November 2025, Figure S5.5:
Forecast spending and number of people expected to receive PIP, ADP and SADLA. Re:State calculation: DWP
data combined with SFC and SSS data to produce a total caseload for Britain.

24 Scottish Fiscal Commission, Scotland’s Economic and Fiscal Forecasts (2026); Department for Work and
Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026).



2025 to mitigate rising costs by introducing a higher bar for eligibility reflected rising concern.®
The failure to pass the reforms prompted the Government to commission the Timms Review
into PIP. The interim report, published in July, found the benefit was “not fit for purpose”.?® The
Review found concerns that the PIP assessment does not fully reflect the real-life impacts of
fluctuating, multiple and less visible conditions; that the experience of claiming PIP can often
feel stressful and complex; and that the current design and delivery of PIP can create barriers
to participation in work, physical activity and community life. It also found that PIP receipt
among working-age people has risen faster than the prevalence of disability in the
population.?’

The verdict from the steering group was unambiguous: “PIP is not working.”

Reform therefore looks inevitable, but how the system should be reformed remains an open
question. International experience should help shape the answer.

Britain is in fact one of just a handful of countries that has a cash benefit designed to contribute
to the extra costs incurred through disability — as the Department for Work and Pensions
reports, the “distinction between extra costs and income support is fairly unique
among OECD countries”.?®

The Scottish Government identified five countries with comparable benefits: Denmark, France,
New Zealand, Norway, and Sweden.?® However, Britain stands apart even from these peers
in two key respects. First, its extra-cost benefit is delivered at a much larger scale. Second, it
is facing sustained growth pressures that have not been experienced elsewhere. Figures 5
and 6 in section 2.4 illustrate these differences.

This is the result of design choices: what the benéefit is for, how to judge need, and how much
to reimburse and on what basis. The answer to each determines the size and shape of the
system, impacting how many people receive support, how much they receive, and how they
interact with the system.

2.1 Purpose

Where a decision has been made to provide an extra-cost benefit — a choice in itself —
policymakers must first clearly define the purpose of the support. In general, extra-cost support
is provided to contribute to the extra costs that individuals face as a direct result of a disability.
This, however, is a broad intent, and implementing a sustainable and effective model should
mean clarity on what can and cannot be counted as an additional cost.

2.1.1 Defining extra costs

Guidance for PIP states that it is to be used to help with extra living costs where an individual
has both a long-term physical or mental health condition or disability, and difficulty doing
certain everyday tasks or getting around because of their condition. This is determined by ten

25 Department for Work and Pensions, Pathways to Work: Reforming Benefits and Support to Get Britain Working
Green Paper (2025).

26 Timms MP, The Timms Review of Personal Independence Payment: Interim Report.

27 |bid.

28 Department for Work and Pensions, International Comparisons of Disability Benefits and Disability Employment
(GOV.UK, 2026).

2% The Scottish Government, FOI-18-01632 - International Comparison of Disability Benefits (2018).
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tasks associated with daily living and three tasks associated with getting around, or someone’s
mobility.*°

This broad set of functions is unusual. Comparator countries are much more prescriptive,
providing detailed lists of what support can be used for, and requiring evidence that it was
used as intended, typically in the form of receipts. France’s Prestation de compensation du
handicap and Norway’s Grunnstgnad may each be used for five types of expense,®! while
Sweden’s list extends to six categories,*? Denmark has eight,** and New Zealand lists 21
(including several relating to medical provision).3*

30 ‘Personal Independence Payment (PIP), GOV.UK.

31 Direction de l'information Iégale et administrative, ‘Prestation de Compensation Du Handicap (PCH)’, Service
Public, 1 July 2026; NAV, ‘Basic Benefit’, No date.

32 F@rsakringskassan, ‘Merkostnadserséttning For Vuxna’, Forsakringskassan.Se, 1 July 2026.

33 Borger.dk, ‘Hjeelp Til Daekning Af Kompensationsberettigende Udgifter for Voksne’, No date.

34 Ministry of Social Development, ‘Disability Allowance’, Work and Income New Zealand, No date.
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BENEFITTING FROM ABROAD

Figure 2: Intended uses for extra-cost benefits, selected countries

Extra-costs support
system

What is it for?

Personal Independence
Payment (PIP)

Help with:

= preparing food

= eating and drinking

* managing your
medicines or treatments

= washing and bathing

= using the toilet

* dressing and
undressing

= reading

= managing your money

= socialising and being
around other people

= talking, listening and
understanding

= working out a route and
following it

= physically moving
around

= leaving your home

Kompensationsydelse

Dietary and nutritional
supplements
Medicine
Transportation and
operating expenses
when travelling in your
own car

Increased rent
Leisure activities
Disability-related
courses

Clothing

Electricity, water and
heating

Other

Grunnstenad

Operation of assistive
technology

Transport expenses
Service dogs

Special dietary needs
Clothing, bedding, and
shoes

Prestation de Disability Allowance
compensation du handicap
(PCH)
*  Human aid + Alternative treatment
* Technical aid + Ambulance fees and
* Home adaptation subscriptions
» Transportation aid + Authorised
* Animal care consumables

+ Clothing

+ Counselling

+ Day care for the elderly
disabled

+ Gardening, lawns and
outside window
cleaning

+  Gym and swimming
pool fees

+ Medical alarms

+ MedicAlert costs

+ Medical fees

+ Nicotine replacement
products

+ Prescription fees

+ Power, gas and heating

+ Rental equipment

+ Rest home costs for a
private paying patient

+ Special foods

+ Telephone

+ Travel to counselling

+ Travel because of your
disability

+ Vitamins, supplements,
herbal remedies and
minerals

Merkostnadsersattning for

vuxna

+ Health, medical care

and food

+ Wear and tear and
cleaning

+ Travel

+ Assistive devices

+ Assistance in daily life
* Housing

+ Other purposes

Sources: Department for Work and Pensions, Personal Independence Payment (PIP), no date; Borger.dk, Hjeelp til daekning af kompensationsberettigende udgifter for voksne, no date; NAV, Basic Benefit, 24 February 2025;
Service Public, Prestation de compensation du handicap (PCH), 01 April 2026; Work and Income, Disability Allowance, 29 July 2026; Férsakringskassan, Merkostnadsersattning for vuxna, 20 July 2026.
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There is notable overlap between these lists; additional transport costs and technical aids
feature on all lists, Denmark, Norway, and New Zealand include clothing costs, and Denmark
and New Zealand cover additional utility usage.

A key decision is whether to include care costs. Omitting them from the list means either that
the potentially substantial costs of care are not supported by the State, or that they are covered
through an alternative system such as social care. This decision has significant implications
for the costs and caseloads of the benefit. In France, for example, PCH covers care costs
through its ‘Human Aid’ category, accounting for 90 per cent of total expenditure.

Norway, Sweden and Denmark draw a clearer distinction than the UK between compensation
for disability-related extra costs and support for care needs. In Norway, grunnstgnad is limited
to specified categories of additional expenditure, while care and supervision needs are
addressed separately through hjelpestgnad.3® Sweden also separates care costs from other
extra costs: for care needs greater than 20 hours per week there is a national benefit,
Assistansersattning for vuxna (Assistance allowance for adults); if less than 20 hours per week
is required, support can be provided at the municipal level.?’ Its extra-cost benefit can only be
used to cover additional personal assistance costs that exceed what can be provided through
Assistansersattning.

Similarly, Denmark’s benefit is intended to supplement separate care and assistance
provisions under the Social Services Act (Serviceloven).®

As a result, none of these countries’ principal extra-cost benefit serves as the primary
mechanism for compensating care needs in the way that PIP’s daily living component does.
Whilst PIP may be used for any extra costs, the list emphasises assistance with everyday
tasks, which therefore overlaps considerably with the social care system, which explicitly
exists to provide “help with day-to-day living because of illness or disability”.3° This significant
overlap is unusual and poorly understood.

Lesson 1: Defining extra costs is a fundamental policy choice that determines the role of an
extra-cost benefit within the wider support system. Countries that narrowly define eligible costs
typically separate disability-related expenses from care needs, while broader definitions blur
the boundary between extra-cost benefits and social care.

2.1.2 Different types of cost

A further key design choice is how to treat different kinds of disabling condition. In Britain, a
person is considered disabled under the Equality Act 2010 if they “have a physical or mental

35 Cour des comptes, THE DISABILITY COMPENSATION BENEFIT IN FRANCE: Rising Costs, Consistency to
Be Reinforced (2025).

36 NAV, Rundskriv Til Folketrygdloven Kapittel 6: Grunnstgnad Og Hjelpestenad (n.d.).

37 Forsakringskassan, ‘Assistansersattning For Vuxna’, 15 April 2026.

38 Social- og Boligministeriet, Vejledning Om Nadvendige Merudgifter Ved Den Daglige Livsferelse (n.d.).

39 NHS, ‘Social Care and Support Guide’, Web Page, Care and Support, No date.
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impairment that has a ‘substantial’ and ‘long-term’ negative effect on [their] ability to do normal
daily activities.”*°

Psychiatric disorders — a broad category including mixed anxiety and depressive disorders,
autism spectrum disorders, learning disabilities, and several others — account for an increasing
share of the PIP caseload at 39 per cent.#’ Musculoskeletal diseases — conditions that affect
joints and bones — make up a further 31 per cent of the caseload.*?

Figure 3: PIP caseload share by primary disabling condition, 2019-2026
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Sources: Stat-Xplore, PIP Cases with Entitlement from 2019 (1), 2026.

There are clear arguments for including psychiatric disorders within the scope of support.
When severe, they can substantially impair an individual's ability to carry out everyday
activities and participate independently in society. An individual living with a learning disability
— and who therefore has a significant impairment in intellectual and adaptive functioning that
affects their ability to live independently — is likely to have considerable extra costs.

However, psychiatric disorders such as mixed anxiety and depressive disorders often differ
from other disabilities in ways that create challenges for an extra-cost benefit. Their impact
may fluctuate considerably over time, making costs less predictable and harder to estimate
through a single assessment. The connection between a condition and a particular
expenditure may also be less straightforward to establish. While the cost of a wheelchair,
specialist communication device or a support worker can be clearly identified and evidenced,
many costs associated with anxiety and depression are more subjective and difficult to verify.
This can make assessments more complex and increase the scope for inconsistent decision-
making, dispute, and gaming.

40 GOV. UK, ‘Definition of Disability under the Equality Act 2010’
41 Department for Work and Pensions, PIP Cases with Entitlement from 2019 (Stat-Xplore, n.d.).
42 |bid.
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International approaches suggest many countries draw this distinction, even if implicitly. Most
comparator systems focus heavily on identifiable disability-related costs such as mobility aids,
home adaptations, transport, personal assistance, specialist equipment, and therapies. These
categories are particularly prominent in France’s Prestation de compensation du handicap,
Denmark’s kompensationsydelse and Norway’s grunnstgnad.*® While people with psychiatric
disorders may still qualify for support in some circumstances, the systems are generally
designed around compensating specific, demonstrable costs rather than providing broad
support for the consequences of common mental health conditions.

This highlights a broader question about the purpose of extra-cost benefits. PIP seeks to
contribute to non-specific extra costs arising from any disability or health condition. Most other
comparable schemes focus on costs that can be more readily identified and evidenced, relying
on other services such as healthcare, social care, employment support or targeted mental
health provision to address the consequences of certain psychiatric disorders.

Lesson 2: Psychiatric disorders can generate genuine extra costs and barriers to
participation, but in many cases where this is not due to a life-long developmental disability
these costs are more variable and difficult to verify than those associated with many physical
disabilities. Countries that have extra-cost benefits typically seek to compensate disability-
related costs that can be clearly evidenced and attributed to a condition.

2.2 Assessing need

Once the foundational question of what an extra-cost benefit is for is answered, governments
must decide how they will determine who is eligible. This includes confirming that an individual
does indeed face disability-related extra costs, deciding how the system can adapt to changing
needs, and deciding whether to apply a means test or a minimum cost threshold.

2.2.1 Confirming extra costs

There are three main ways of assessing eligibility: diagnosis, functional limitation, and
observed costs — with the last of these also determining whether the benefit is unconditional
or conditional.

While these can be thought of as distinct approaches, in practice most combine elements of
more than one. A diagnosis is often used to establish that an individual has a qualifying
disability or health condition, while evidence of extra costs is then used to determine
entittement or award level. In all five comparable countries, France, Denmark, Norway,
Sweden and New Zealand, a variation of this model is used. Britain is an outlier in relying on
a functional assessment alone to determine how much recipients are entitled to.

43 National Disability Insurance Agency, ‘What Is the NDIS’, Ndis.Gov.Au; Direction de I'information légale et
administrative, ‘Prestation de Compensation Du Handicap (PCH)’; Borger.dk, ‘Hjaelp Til Daekning Af
Kompensationsberettigende Udgifter for Voksne’; NAV, ‘Basic Benefit'.
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Diagnosis

The simplest approach is to rely primarily on a diagnosis provided by a medical professional.
Under this model, entitlement is linked to the presence of a recognised health condition or
disability on the assumption that people with certain conditions are likely to face predictable
extra costs.

Historically, Britain’s Disability Living Allowance relied heavily on diagnosis and condition-
based criteria.** Diagnosis remains a key part of many international systems.

The principal advantage of this approach is administrative simplicity. A diagnosis is typically
easier to verify than the full range of ways in which a condition affects an individual’s life. It
also avoids the need for repeated assessments of day-to-day functioning or expenditure.

The problem with this approach is that people with the same diagnosis may experience
different levels of impairment and incur different costs. Some may require substantial support,
whilst others face relatively few additional expenses. Diagnosis alone therefore provides only
a rough indication of likely need and may result in both over- and under-compensation.

Functional assessment

One way to address the limitations of diagnosis-led systems is to assess the impact of a
condition rather than the condition itself. Under a functional assessment model, eligibility is
determined by how far an individual’s health condition affects their ability to carry out everyday
activities.

This is the approach adopted by PIP. Rather than focusing primarily on diagnosis, PIP
assesses a claimant’s ability to undertake activities such as preparing food, washing, dressing,
communicating and moving around. This is used as a proxy, to infer claimants’ extra costs,
and their score across these activities determines both entitlement and award level.

Functional assessments are not unique to Britain. France’s Prestation de compensation du
handicap also employs a functional assessment, requiring applicants to demonstrate either
an absolute difficulty carrying out one major activity of daily living or serious difficulties carrying
out at least two activities before support can be awarded.*® Unlike PIP, however, the French
system then uses evidence of actual costs to determine the support provided. France therefore
combines functional assessment and observed costs.

The advantage of a functional assessment is that it seeks to identify the practical
consequences of a condition rather than assuming that everyone with a particular diagnosis
faces similar challenges.

However, functional limitations remain only an indirect measure of extra costs. Two people
with similar assessment scores may face different levels of expenditure depending on their
specific contexts. Functional assessments can also be time-consuming, subjective and
contentious, contributing to high levels of appeal and dissatisfaction among claimants.

44 Timms MP, The Timms Review of Personal Independence Payment: Interim Report.
45 1.4, Prestation de Compensation Du Handicap (PCH) et Allocation Compensatrice Pour Tierce Personne
(ACTPY)’, Securite-Sociale.Fr, No date.
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Observed costs

A third approach is to assess the extra costs directly. Rather than inferring need from diagnosis
or functional limitation, entitlement is based on evidence that an applicant has incurred, or can
be expected to incur, disability-related expenditure.

Because it is difficult to verify that many costs are directly attributable to a disability, this
approach rarely operates in isolation. Instead, it is commonly combined with a diagnosis
requirement. France, Denmark, Norway and New Zealand all require applicants both to have
a qualifying health condition and to demonstrate the extra costs arising from it.*¢

Of the three approaches, observed costs provide the strongest evidence that an applicant
faces the expenses the benefit exists to help compensate. Support can therefore be calibrated
more closely to actual need and policymakers gain greater visibility over what public money is
funding.

For example, New Zealand (Disability Allowance),*” Norway (grunnstenad),*® and Sweden
(Merkostnadsersattning for vuxna),*® all provide regular, consistently sized cash payments to
recipients, without a requirement to justify expenditure on an ongoing basis. However, in each
case, claimants are required to present cost evidence before support is received to determine
the amount they will receive.

Some systems go a step further and require applicants to provide receipts, invoices,
quotations or other evidence of expenditure attributable to their disability — this makes the
benefit conditional on providing records of expenditure. In Norway receipts or records are
required for variable costs,®® and in Denmark the higher-level payment is based on
documented costs.' A different approach is to reimburse realised costs. France’s Prestation
de compensation du handicap pays recipients only for costs they actually incurred,
documented with receipts.>

Case study: Denmark’s dual-track compensation model

In September 2025, Denmark replaced its previous merudgiftsydelse (additional-cost benefit)
with a new kompensationsydelse (compensation benefit). The reform was introduced following
concerns that the previous system — which resembled the conditional cash model — was
resource-intensive for both recipients and municipalities.

The new system gives applicants a choice between two routes.

46 Secur.-Socialefr, ‘1.4. Prestation de Compensation Du Handicap (PCH) et Allocation Compensatrice Pour Tierce
Personne (ACTP)’; NAV, ‘Basic Benefit’; Ministry of Social Development, ‘Disability Allowance’.

47 Ministry of Social Development, ‘Disability Allowance’.

48 NAV, ‘Basic Benefit'.

49 Forsakringskassan, ‘Merkostnadserséttning For Vuxna'.

50 NAV, ‘Basic Benefit'.

51 Borger.dk, ‘Hjeelp Til Daekning Af Kompensationsberettigende Udgifter for Voksne'.

52 Secur.-Socialefr, ‘1.4. Prestation de Compensation Du Handicap (PCH) et Allocation Compensatrice Pour Tierce
Personne (ACTP)'.
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Group | — standard payment. Recipients who can evidence extra costs of at least DKK 6,960
a year (roughly £67 a month)%® receive a standard payment of DKK 1,155 — approximately
£133 — per month. They do not need to provide ongoing documentation of expenditure.

Group Il — documented costs. Recipients with higher costs can instead choose to have their
support calculated from their actual documented extra costs, provided these exceed DKK
25,080 a year in total (£240 a month)®* and fall within specified eligible categories. They
receive the documented costs in full, plus a modest standard payment of DKK 523 (£60) per
month.%®

The two routes enable benefit recipients to choose for themselves what to prioritise:
administrative simplicity and predictability, or greater compensation.

Unconditional cash vs evidence requirements

PIP provides unconditional cash — meaning that it can be spent on anything, with no
requirements to submit or keep evidence of expenditure.

Unconditional cash maximises autonomy and independence for recipients, allowing them to
decide how best to meet their needs, and minimises administrative burdens. However, this
comes at the cost of weaker assurance that payments correspond to actual extra costs and a
system which is more susceptible to gaming and fraud — which in turn reduces public trust and
legitimacy.

It makes it much more likely that some recipients receive support despite having limited
additional expenditure, whilst others receive support that falls far short of their costs.

Additionally, the State has no visibility of where the money is going, making it harder to
understand or explain changes in expenditure over time. And it may be that unconditional cash
reduces the incentive to work for those that are able — the Timms interim report found that PIP
receipt reduces employment overall, despite being an ‘in-work’ benefit.*®

Conditional support — requiring evidence of actual costs — provides greater assurance that
public money is directed towards genuine extra costs and allows the State to understand more
clearly what it is funding. But this requires greater administration for both the State and
recipients, creates scope for delay and dispute, and limits recipients’ freedom to decide how
support is used.

Another condition that can be set is that extra costs are funded only when they cannot be met
through other state support, including that provided at the local tier. Sweden makes a
distinction between municipality-provided services and support — including for things like
adaptations, transport, personal assistance and home support — and the extra-cost benefit
merkostnadserséttning. The Swedish Social Insurance Agency (Forsakringskassan) explicitly
states: “you cannot receive allowance for things that the state, municipality or region pays for”.

53 Borger.dk, ‘Hjeelp Til Daekning Af Kompensationsberettigende Udgifter for Voksne’.Converted at an exchange
rate of £1=DKK 8.71 on 09 September 2026.

54 bid.

55 |bid.

56 Timms MP, The Timms Review of Personal Independence Payment: Interim Report.
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This contrasts with Britain, where there is little interaction between social care provision and
PIP.

Lesson 3: International approaches differ in the extent to which they infer need from a
person’s condition or circumstances, rather than requiring evidence of the costs themselves.
Most countries apply at least two criteria, either a diagnosis plus functional test, or diagnosis
plus observed costs. The more closely entitlement is tied to observed costs, the more evidence
is typically required to establish eligibility. The requirement for evidence of extra costs is
common in international models, but entirely absent from Britain’s model.

Lesson 4: Unconditional payments mean less administrative burden and greater autonomy
for recipients, but also poorer targeting and the potential erosion of trust in the system. Support
that requires evidence of extra costs allows for more accurate support for claimants, including
greater generosity where needed, and improves accountability within the system. A hybrid
model can allow for unconditional low-level payments, combined with much higher conditional
payments based on actual need.

2.2.2 Reassessment and review

A significant drawback of simple, fixed-payment systems such as PIP is their limited ability to
respond to changing circumstances, yet many health conditions can change over time. Indeed,
extra costs can fluctuate substantially from month to month as symptoms worsen or improve.
For example, someone with chronic fatigue syndrome may experience prolonged periods with
relatively few extra costs, followed by episodes where they require significant assistance with
everyday activities.

Britain is not entirely unique in providing regular cash payments based on a broader
assessment of need. New Zealand, Norway and Sweden operate comparable systems. The
underlying assumption is that recipients can manage fluctuations themselves, saving support
during periods of lower need and drawing upon it when costs rise. This may work well where
needs are relatively stable and predictable. However, it assumes that future costs can be
reasonably inferred from past expenditure or a functional assessment undertaken at a single
point in time.

Where needs diverge significantly from the assessed level, problems arise in both directions.
If costs increase, support may fall short, and if costs fall, recipients may continue to receive
support that exceeds their needs. This can undermine perceptions of fairness and weaken
confidence that support is being directed towards those facing the greatest extra costs.

Systems such as PIP seek to address this through a requirement to report relevant changes
in circumstances and through periodic reassessments. In practice, however, these
mechanisms have limitations. Recipients have little incentive to report changes that could
reduce their entitlement, while reassessments are administratively costly and can be stressful
for claimants. The Timms Review’s Interim Report highlighted that many recipients experience
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the assessment process as burdensome and adversarial, raising questions about the
sustainability of relying on frequent reassessment to maintain accuracy.®

Systems that link support more directly to expenditure can adapt more readily to changing
needs. France’s Prestation de compensation du handicap reimburses eligible costs as they
are incurred,*® while Denmark’s Group Il kompensationsydelse and elements of Australia’s
National Disability Insurance Scheme similarly tie support to documented expenditure.
Because payments are linked to realised costs rather than a fixed assessment, support can
be adjusted as need changes over time.

Lesson 5: The greater administrative simplicity of a broad functional assessment without the
requirement for evidence of extra costs — like the model used in Britain — can mean reduced
responsiveness to changing circumstances. Systems that more closely track actual costs can
adapt more readily to fluctuations in need, but typically require greater evidence-gathering and
administrative oversight.

2.2.3 Targeting support

Means testing

Eligibility to benefits can also be defined by income or wealth. A means test concentrates
spending on those least able to absorb disability costs from their own resources, and so
contains caseload and expenditure — but it does so by withdrawing support from disabled
people on higher incomes who nonetheless face extra costs that reduce their standard of
living, adds an income-assessment layer to an already complex disability assessment, and
can blunt work incentives where earnings reduce the award.

Generally the comparison countries do not means test, and only New Zealand’s Disability
Allowance is fully means-tested.®® France applies a partial income test: recipients with
resources above a set threshold are reimbursed for 80 per cent of their costs rather than the
full amount, though this affects only a small share of beneficiaries.° Britain, Norway, Sweden
and Denmark do not means test at all.

Minimum cost thresholds

A further design choice is whether to set a minimum cost threshold: a floor of disability-related
expenditure below which no support is paid. Several countries do so. In Norway, grunnstgnad
is only available where extra costs exceed NOK 752 per month (around £59).%" In Denmark,
support is contingent on having probable monthly costs of at least DKK 580 (around £66).5?

5 Timms MP, The Timms Review of Personal Independence Payment: Interim Report.

58 Direction de I'information Iégale et administrative, ‘Prestation de Compensation Du Handicap (PCH)'.

59 Ministry of Social Development, ‘Disability Allowance’.

60 Cour des comptes, THE DISABILITY COMPENSATION BENEFIT IN FRANCE: Rising Costs, Consistency to
Be Reinforced.

61 NAV, ‘Basic Benefit’.

62 Borger.dk, ‘Hjeelp Til Daekning Af Kompensationsberettigende Udgifter for Voksne'.
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Thresholds target support on those with the highest costs and avoid the administrative burden
of processing low-value claims. However, they create cliff edges. The trade-off is therefore
between focusing resource on greatest need and more comprehensive coverage.

Lesson 6: Means tests and minimum cost thresholds can improve the targeting of public
resources, but do so by creating eligibility boundaries that may result in genuine need going
unaddressed.

2.3 Delivering support

With clarity on what the support is looking to achieve, and who the support is intended for,
policymakers face design choices about how to deliver support: what form should the support
take, and who should administer it.

2.3.1 Form of support

Governments seeking to support disabled citizens facing extra costs can do so in several
ways. The examples so far have been of cash benefits, with varying levels of restriction on
what the money can be used for, and what conditions must be met by recipients in order to
continue receiving the benefit.

Benefits in-kind

If the State wants certainty that expenditure funds the exact kinds of goods and services
identified to meet its objectives, it can opt to purchase the good or service for the individual
rather than transfer cash — as is the case with much of social care delivery. For claimants, this
means that they receive support such as assistive equipment, home adaptations, or human
or animal support directly. This may be done by government producing goods or services itself
— an example of this is London’s Disabled Person’s Freedom Pass, which grants holders free
travel and discounts on transport services in London.®?

A more common approach is for the State to pay private providers directly on behalf of
recipients. This is the approach taken by large elements of Australia’s National Disability
Insurance Scheme (NDIS). Participants in the scheme receive a funding plan agreed with the
National Disability Insurance Agency (NDIA), and while they have three options for how
funding is managed — self-managed meaning individuals manage their own funding,®* plan-
managed meaning a registered provider manages the individual’'s plan on their behalf,%® and
NDIA-managed where the NDIA directly manages the funding® — just 25 per cent choose to
self-manage, representing 9 per cent of the total funding.®”

63 Transport for London, ‘Freedom Pass’, No date.

64 National Disability Insurance Agency, ‘What Is Self-Managed Funding’, 3 June 2026.
65 National Disability Insurance Agency, ‘What Is Plan-Managed Funding’, 9 June 2026.
66 National Disability Insurance Agency, ‘What Is NDIA-Managed Funding’, 3 June 2026.
67 National Disability Insurance Agency, Quarterly Report Q4 2025-26 (2026).
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France’s PCH also enables departments to pay service providers directly, such as through the
Mode prestataire (service-provider mode) option in its human assistance element.%®

This form of support enables much tighter control over how public money is spent and can
reduce administrative burden on recipients.

Tax benefits

Another way to provide extra-cost support is in the form of tax credits. In Canada, the Disability
Tax Credit is a non-refundable tax credit that helps people with disabilities, or their supporting
family member, reduce the amount of income tax they may have to pay.®® The explicit aim of
DTC is “to offset some of the extra costs related to the impairment”.”

Receipt of the DTC is dependent on the disabled individual or a qualifying family member
having sufficient income to benefit from the tax relief.”” This greatly limits the number of people
able to claim this support, as disabled people are generally less likely to be employed and are
sometimes limited in how many hours they are able to work. In Canada — where the
employment disability gap is 16 percentage points’? — this problem is perhaps less acute than
Britain where the disability employment gap is 29.7 percentage points.” It is also offset by the
ability to transfer the credit to a family member who does have sufficient income.

Lesson 7: Cash benefits are not the only way to deliver support for extra costs incurred due
to disability. In-kind benefits may be used either in addition to, or in place of, cash benefits, in
order to provide government greater oversight of expenditure and improve public trust in the
system. Tax credits offer an alternative form of support with greater work incentives, but apply
to only a limited subset of those who require support.

2.4 Calibrating support

The final fundamental design choice concerns how much support to provide. None of the
countries identified attempt to fully reimburse all extra costs that a disabled person may incur.
Instead, each has built in limitations to what can be claimed. Britain’s PIP is an international
outlier — it pays a larger share of its population, considerably more money, less tied to
demonstrable costs, than its comparators.

2.4.1 Setting award values
PIP has two component parts, one for daily living expenses and the other for mobility

expenses. Recipients can qualify for either or both parts, each of which pays out at either a
lower weekly rate, or a higher weekly rate. The result is eight possible award levels, ranging

68 Secur.-Socialefr, ‘1.4. Prestation de Compensation Du Handicap (PCH) et Allocation Compensatrice Pour Tierce
Personne (ACTP)'.

69 Government of Canada, ‘Disability Tax Credit (DTC)’, Web Page, Tax Credits and Benefits for Individuals, 16
September 2025.

70 |bid.

" Ibid.

72 Government of Canada, Disability Inclusion Action Plan: What We've Accomplished, 2025 Annual Update (2025).
73 Department for Work and Pensions, The Employment of Disabled People 2025.
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from £30.30 per week to £194.60 per week. 37 per cent of claimants receive the highest level
of award.”

Figure 4: PIP award values per week

Daily living
Don't qualify Lower rate Higher rate
Don't qualify - £ 76.70 |£ 114.60
Mobility Lowerrate |£ 30.30 |£ 107.00 |£ 144.90
Higherrate |£ 80.00 |[£ 156.70 £ 194.60

Source: Department for Work and Pensions, “Personal Independence Payment (PIP), How much you'll get”, 2026.

PIP is generous by international standards. Its maximum payment of £778.40 over a four-
week period is more than five times the maximum award in New Zealand,” and nearly six
times as much as the amount received by kompensationsydelse group | recipients in
Denmark.”® Norway and Sweden each operate tiered award systems with the top rates paying
out roughly £29877 and £26678 respectively — each far below the maximum PIP award.”®

France’s PCH operates on a different basis, reimbursing eligible disability-related costs rather
than paying a fixed cash award. While support can exceed the maximum PIP award for
individuals with substantial care, equipment, housing adaptation, or transport needs,
payments are subject to category-specific caps and limits that vary according to the type of
expense being reimbursed, meaning there is no single maximum award equivalent to PIP’s
payment structure.®

Canada’s Disability Tax Credit does not pay recipients cash, but instead increases the amount
that disabled people can earn before they start paying income tax, up to a maximum of
C$9,400. This means that disabled Canadians can retain up to C$1,400 that would otherwise
be owed in income tax, equal to approximately £748 per year, or £62 per month.?

74 Department for Work and Pensions, Personal Independence Payment: Official Statistics to April 2026 (2026).
75 Disability Allowance pays up to NZ$82.85 a week, equivalent to £143.90 per four weeks. Converted from
NZ$331.40 at an exchange rate of £1 = NZ$2.30 on 09 September 2026.

78 Recipients of Group | Kompensationsydelse receive DKK 1,155 per month, equivalent to £132.68. Converted at
an exchange rate of £1=DKK 8.71 on 09 September 2026.

77 Converted from NOK 3,744 at an exchange rate of £1 = NOK 12.57 on 09 September 2026.

8 Converted from SEK 3,453 at an exchange rate of £1 = SEK 13 on 09 September 2026.

79 NAV, ‘Basic Benefit’; Forsakringskassan, ‘Merkostnadsersattning For Vuxna'.

80 Direction de I'information Iégale et administrative, ‘Prestation de Compensation Du Handicap (PCH)'.

81 Converted at an exchange rate of £1=C$1.87 on 09 September 2026.
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BENEFITTING FROM ABROAD

Figure 5: Share of age-eligible population receiving extra-cost benefit
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Sources: Great Britain: Office for National Statistics, Estimates of the population for the UK, England, Wales, Scotland, and Northern Ireland, Mid-
2011 to mid-2024 edition of this dataset, Table 6: Population estimates for Great Britain, by sex and single year of age, mid-1961 to mid-2024
(units), September 2025; Department for Work and Pensions, Outturn and forecast tables: Spring Forecast 2026, Table 4 (i). Social Security
Scotland, Adult Disability Payment - to 30 April 2026 - Tables, Table 13: Number of individual Adult Disability Payment clients paid by financial year,
2026; Scottish Fiscal Commission, Scotland’s Economic and Fiscal Forecasts — May 2025, Chapter 5 - Social Security - Supplementary Figures,
Revised on 28 November 2025, Figure S5.5: Forecast spending and number of people expected to receive PIP, ADP and SADLA,; Scottish Fiscal
Commission, Scotland’s Economic and Fiscal Forecasts — May 2023, Chapter 5 — Social Security — Supplementary Figures, Figure S.5.4: Forecast
spending and number of people expected to receive PIP, ADP and SADLA; Scottish Fiscal Commission, Scotland’s Economic and Fiscal Forecasts
— May 2022, Chapter 5 - Social Security - Supplementary Figures, Figure S5.2: Forecast spending and number of people expected to receive PIP,
ADP and SADLA; Social Security Scotland, Adult Disability Payment statistics to 30 April 2024, Adult Disability Payment to 30 April 2024 Tables,
Table 18: Caseload for Adult Disability Payment by age at 30 April 2024; Social Security Scotland, Adult Disability Payment statistics to 30 April
2025, Adult Disability Payment to 30 April 2025 Tables, Table 18: Caseload for Adult Disability Payment by age at 30 April 2025; Social Security
Scotland, Adult Disability Payment statistics to 30 April 2026, Adult Disability Payment to 30 April 2026 Tables, Table 19: Caseload for Adult
Disability Payment by age at 30 April 2026. France: statista, Estimated population of France from 1980 to 2031, 2026; Insee, Bénéficiaires de
prestations liées au handicap, 2025. New Zealand: Stats NZ, Estimated resident population of New Zealand at 30 June 2026, 2026; Ministry of
Social Development, Benefit Fact Sheets Snapshot March 2026 Quarter, Figure 10: Number of recipients of supplementary assistance at the end
of the last six March quarters, 2026. Norway: Statistics Norway, 06913: Population and population changes, by region, contents and year, 2026;
NAV, Grunnst@nadsmottakere, etter kjionn og alder. Pr. 30.06.2017-2026. Antall, 2026. Denmark: Statistics Denmark, Population at the first day of
the quarter by ancestry, sex, region, age and time, 2026; Statistics Denmark, KY050: Special benefits (persons and amount) by unit, type of benefits,
age and sex, 2026.

Notes:

1. For each country, the figures reflect the caseload of a single extra-cost cash benefit, not the totality of support available for the extra costs of
disability. In-kind provision, care or attendance allowances, and other disability-related transfers are excluded. The benefits counted are PIP (Great
Britain), PCH (France), Disability Allowance (New Zealand), Grunnstenad (Norway), and Merudgiftsydelse (Denmark). Comparisons therefore
capture the reach of one comparable cash instrument in each country rather than overall generosity or coverage, which would be higher in every
case.

2. The selected benefits differ in who may claim them. Britain operates separate extra-cost benefits for children, working-age adults, and pensioners;
other countries do not partition eligibility this way. To make caseloads comparable, each is expressed as a share of the population who are eligible
to claim the specific benefit, rather than of the total population.

Britain: PIP, adult DLA, and ADP in Scotland are working-age benefits. Although there are cases where it is possible to receive one of these
beyond pension age, caseload data for these benefits is obtainable for just working-age recipients. Re:State calculation: divides the number of
working-age claimants of DLA, PIP, and ADP by the ‘working-age’ population of Britain. The State Pension age has changed multiple times since
2016, and was different for men and women until 2018. For consistency, the definition of ‘working age’ used for this calculation is ages 16-65
inclusive. This means that until 2020, the population share receiving the benefit is slightly understated, though this is no longer the case from 2020
where the growth is most significant.

France: PCH is for people who become impaired before the age of 60, whereas those who experience a loss of autonomy after this point may
apply for APA (Allocation personnalisée d’autonomie). Individuals who receive PCH before turning 60 — as well as those who can evidence that
their impairment began before they turned 60 — can continue to receive PCH beyond turning 60. Caseload data does not disambiguate between
those below 60 and those above, though it is known that over-60s account for a significant share. Re:State calculation: divides the PCH caseload
by the estimated population of France.

New Zealand: Disability Allowance is available to people of all ages. Re:State calculation: divides the Disability Allowance caseload by population
estimates for New Zealand.
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Norway: Grunnstgnad is available to people of all ages. Re:State calculation: divides the Grunnstgnad caseload by population estimates for
Norway.

Denmark: kompensationsydelse replaced Merudgiftsydelse from September 2025 — data from this period therefore refers to Merudgiftsydelse.
Merudgiftsydelse is for people between 18 years of age and state pension age. Re:State calculation: divides the Merudgiftsydelse caseload by the
eligible population. Danish State Pension age rose in phases from 65 to 67 across 2016-2024; for consistency this series uses a constant 18-65
inclusive band, a rough approximation that slightly understates the eligible population in later years.

Figure 5 shows that Britain provides PIP to a significantly greater share of its age-eligible
population than comparator countries. New Zealand was the exception. In 2016 it provided
Disability Allowance to a share of its population that nearly matched Britain at close to 5 per
cent. However, in the years since this figure has dropped closer to 4 per cent as Britain’s has
risen to above 7 per cent.

Figure 6: Annual expenditure on extra-cost benefits as share of GDP
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Sources: Great Britain: Office for National Statistics, Gross Domestic Product at market prices: Current price: Seasonally adjusted £m, 30 June
2026; Department for Work and Pensions, Benefit expenditure and caseload tables 2026, Table 4(i), 2026; Social Security Scotland, Adult Disability
Payment statistics to 31 October 2025, T11, 2025; Re:State calculation: adds DWP expenditure on working-age DLA and PIP to Social Security
Scotland expenditure on ADP, then divides the total by UK GDP to determine working-age additional-costs expenditure as a percentage of GDP.
Note: GDP data cover the UK, while expenditure data exclude Northern Ireland. This geographical discrepancy is unlikely to materially affect the
estimate, given Northern Ireland’s relatively small share of UK GDP. Note: Social Security Scotland expenditure figures include pension-age
recipients — these account for a small share and the impact on the figure is minimal. France: World Bank Group, GDP (current LCU) - France,
2026; REPSS, Rapport d’évaluation des politiques de sécurité sociale ANNEXE 1 Autonomie, Tableau 1 - Part des dépenses d’APA et de PCH
financée par la CNSA entre 2010 et 2024, 2026; Re:State calculation: divides expenditure on PCH by French GDP to determine PCH expenditure
as a percentage of GDP. Norway: World Bank Group, GDP (current LCU) - Norway, 2026; NAV, Utbetalinger innland og utland. Tidsserie belap
2013-2025, Post nominelt. Millioner kroner, 2026; Re:State calculation: divides nominal expenditure on Grunnstgnad, by Norway’s nominal GDP.
Denmark: World Bank Group, GDP (current LCU) - Denmark, 2026; Statistics Denmark, KY050: Special benefits (persons and amount) by unit,
type of benefits, age and sex, Provision for disabled adults, 2026; Re:State calculation: divides expenditure on merudgiftsydelse by Denmark’s
nominal GDP.

Britain provides an extra-cost benefit to a greater share of its population, and with higher award
levels, than comparator countries. Figure 6 shows that expenditure on working-age PIP
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represents a significantly greater share of Britain’'s GDP than countries such as France,
Norway, and Denmark, which also provide a cash benefit to support extra costs.

Lesson 8: Generous award levels amplify the fiscal impact of caseload growth. Britain’s
comparatively high PIP awards help explain both its larger share of GDP spending on extra-
cost benefits and its greater exposure to rising claimant numbers.

2.4.2 System flexibility

The extra costs faced by different individuals vary greatly. Some may face relatively few extra
costs, such as special food, costs related to support animals, or increased energy usage.
Others may face far greater costs, such as paying carers or paying for taxis to get around.
The systems examined in this section each attempt to vary the amount of support provided
accordingly — yet each system varies in how sensitive it is to need and how closely it ties
award to actual costs.

In Britain, the system minimises administrative costs yet leads to blunt payment rates — if an
award matches actual costs it is by coincidence. Some claimants receive far less than their
costs, others far more, and the State has no idea.

The comparator countries use actual assessments of costs — in different forms — to calibrate
awards, each stopping short of complete compensation. France reimburses itemised
expenses across five categories, but with capped tariffs and co-payments built in.82 New
Zealand pays a weekly amount based on regular reviews of documented costs.®3 Norway
pays one of six flat monthly rates, assigning the highest rate that does not exceed a claimant’s
estimated costs, building in a shortfall and capping the total payment at roughly £298 per
month.8* Denmark offers a choice: a flat DKK 1,155 (roughly £133) a month against probable
costs, or a lower unconditional base plus compensation for documented costs.°

A cost-linked system produces administrative workload, and costs for both claimants and
administrators. Yet it is perceived as fairer, better allocates resource to need, and allows the
system to respond to changing circumstances or information. Norway’s grunnstgnad offers a
case study: when research showed the rate paid for gluten-free diets was around three times
the actual extra costs in 2019, NAV cut the payment rate in response, despite forceful
pushback from vested interests.® Tying entitlement to observed cost in this way reinforces
trust in the system.

82 Secur.-Socialefr, ‘1.4. Prestation de Compensation Du Handicap (PCH) et Allocation Compensatrice Pour Tierce
Personne (ACTP)'.

83 Ministry of Social Development, ‘Disability Allowance’.

84 NAV, ‘Basic Benefit’.

85 Borger.dk, ‘Hjeelp Til Daekning Af Kompensationsberettigende Udgifter for Voksne'.

8629 000 Far Na Mindre Stegnad Til Glutenfritt Kosthold’, ABC Nyheter, 21 March 2019.
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2.5 Conclusion

While international comparisons are imperfect, it is clear that many of the defining features of
Britain’s extra-cost support system are unusual rather than inevitable. Compared to the
alternative systems examined in this chapter, PIP stands out for the breadth of costs it is
intended to recognise, its reliance on a functional assessment rather than evidence of
expenditure, its largely unrestricted cash payments, and the comparatively high value of its
awards. As a result, Britain spends a significantly larger share of GDP on extra-cost cash
benefits than many comparable countries and is more exposed to growth in claimant numbers
and award levels. It is also more likely to be overcompensating some claimants and
undercompensating others.

Other countries take markedly different approaches. Some define eligible costs narrowly and
explicitly. Some require claimants to demonstrate actual expenditure. Some cap support for
particular categories of cost, while others provide support through a combination of cash
payments and services. Several regularly review awards against observed costs and adjust
them when evidence suggests compensation levels no longer reflect need. These differences
reflect fundamentally different answers to the question of what an extra-cost benefit is intended
to do.

The evidence suggests that the design of an extra-cost system matters as much as its
generosity. Decisions about which costs are recognised, how entitlement is assessed, and
how support is calibrated shape not only expenditure, but also public confidence,
administrative complexity, and the extent to which support is targeted on those facing the
greatest extra costs.
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3. Income replacement

Income replacement benefits are a fundamental part of the welfare state. They are the safety
net when people find themselves unable to work. Increasingly, however, they are supporting
people not through a temporary spell of unemployment, but as a long-term source of income
for people deemed to have reduced capacity to work due to ill health or disability.

In 2024-25, there were 3.5 million people of working age claiming an incapacity-related benefit
in Great Britain® — almost entirely UC health and Employment and Support Allowance — at a
cost of over £31 billion.®® Just a decade earlier there were a million fewer claimants,
representing a 42 per cent increase in the caseload. Over that period the working-age
population of Great Britain increased by around 6 per cent.®

This appears high versus comparable countries, and while post-pandemic the UK has seen a
significant increase in economic inactivity due to ill health, this has not generally been the
experience internationally.*

The vast majority of those claiming incapacity-related benefits — for example, 78 per cent of
those who received UC health in December 2025°%" — have no work-related conditions,
meaning they are not expected to do anything in return for the welfare payments they receive.

This may help explain why, once people are on incapacity benefits, very few leave. The
average duration on UC health or ESA is over seven years, and over a quarter of those on
UC health or ESA have been on incapacity benefits for more than ten years.®? Less than 1 per
cent of those in the LCWRA group on UC enter employment each month.*3

At 29.7 percentage points, the UK’s disability employment gap® — the difference in the
employment rate of non-disabled and disabled working-age adults — is slightly above the
OECD average of 27 percentage points, but is a much larger gap than that of numerous
comparable countries, including Denmark, the Netherlands, Sweden, Canada, Switzerland,
Portugal, Latvia, Finland and France.®® Yet comparator countries have similar self-reported
disability rates among working-age adults (see Figure 7).

Comparable countries have made different design choices in creating their working-age
incapacity benefits systems, and are achieving different outcomes as a result. This chapter
explores the different models and draws lessons for Britain’s system.

87 Department for Work and Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026). ‘Incapacity
benefits’ tab.

88 Department for Work and Pensions, Outturn and Forecast Tables: Spring Forecast 2026 (2026). Table 4, real
terms 2026/27 prices.

89 Office for National Statistics, LFS: Population Aged 16-64: All: Thousands (2026). Percentage increase Apr-Jun
2014 to Jan-Mar 2025.

%0 Latimer et al., Health-Related Benefit Claims Post-Pandemic: UK Trends and Global Context.

91 Department for Work and Pensions, Universal Credit Work Capability Assessment Statistics, April 2019 to
December 2025.

92 Department for Work and Pensions, Pathways to Work: Reforming Benefits and Support to Get Britain Working
Green Paper (GOV.UK, 2025).

93 |bid.

94 Department for Work and Pensions, The Employment of Disabled People 2025.

9 OECD, Disability, Work and Inclusion.
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3.1 Brief international comparison

This chapter will spotlight the working-age incapacity benefits systems of the Netherlands,
Denmark, and Canada, identifying key lessons which should be considered as part of any
future reforms to Britain’s working-age incapacity benefits system.

These three countries have been chosen as they each have different models to Britain and to
each other, and achieve very different outcomes to Britain. Figure 7 shows that lower
proportions of their working-age populations are claiming incapacity benefits, despite similar
self-reported disability rates. The data also indicates that these countries are more effective
at preventing people needing to claim working-age incapacity benefits in the first place, and
in supporting claimants into employment.

Figure 7 utilises the best available evidence for comparison. However, this comparison is
constrained by the available data. For example, in the Netherlands and Denmark, the data
reflects an average across 2025, whereas the data for England and Wales and Canada are
snapshots. As a result, this table should be treated as an illustrative comparison, based on
the best available evidence.

Figure 8 provides a high-level overview of the design choices which have shaped each
country’s system, including eligibility, assessment and conditionality.
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Figure 7: Indicators of outcomes of the working-age incapacity benefits systems in England and Wales, the Netherlands, Denmark,
and Canada, 2025

England and UC Health 3.4 million* ~8.7%* ~7.9%* (in 23% (18-65) 52.8% 29.7ppts
Wales New style ESA Great Britain)
Netherlands WIA (WGAand  865,0007 ~7.6%" ~5.1%" 26.2% (16-64) 56% 26ppts
IVA) (excludes those
Wajong on statutory sick
WAO or WAZ pay, up to 2yrs)
(legacy)
Denmark Resource 285,913" ~7.4%" ~6.4%" 23.7% (16-64) 59.5% 20.4ppts
allowance
Disability
pension
Canada CPP-D 1.05 million™ ~4.3%* (CPP-D  ~1.2%™ (CPP-D  24.1%* (25-64) 62% 16ppts
Provincial or (CPP-D plus plus local only)
territorial local provision, provision,
disability despite known despite known
assistance duplication) duplication)

Sources: England and Wales: Department for Work and Pensions, Benefit Combinations: Official Statistics to August 2025 (GOV.UK, 2026); Office for National Statistics, Population Estimates for England and Wales: Mid-2025
(2026);% Department for Work and Pensions, Universal Credit Work Capability Assessment Statistics, April 2019 to December 2025; Stat-Xplore, Dataset: ESA - Data from May 2018 (Payment type: ‘Contributions based’; Phase
of ESA claim: ‘Support group’), November 2025; Office for National Statistics, LFS: Population Aged 16-64: All: Thousands (2026); Northern Ireland Statistics and Research Agency, 2024-Based Population Projections for
Northern Ireland (2026);% Sonja Stiebahl et al., UK Disability Statistics: Prevalence and Life Experiences (House of Commons Library, 2025); Department for Work and Pensions, The employment of disabled people 2025

9% Re:State calculation: divides incapacity claimant numbers, 16-65, in August 2025 from Benefits Combinations by the total mid-2025 population, 16-64, from Population
Estimates to determine the percentage of England and Wales’s population claiming incapacity benefits. Population data is not available for the age range matching incapacity
claimants, so the closest conservative range was used, i.e. the used population age range is smaller than the incapacity benefit claimant age range, ensuring that the calculated
percentage is an over-estimation.

97 Re:State calculation: totals UC health LCWRA claimants, 16-65, in December 2025 from Universal Credit Work Capability Assessment Statistics and ESA support group
claimants, 16-64, in November 2025 from Dataset: ESA - Data from May 2018, and divides this total by an estimated population of Britain (the UK’s population, 16-64, in
December 2025 from LFS: Population Aged 16-64: All minus Northern Ireland’s population, 16-64, in June 2025 from 2024-Based Population Projections for Northern Ireland)
to determine the percentage of Great Britain’s population claiming incapacity benefits without work-related requirements. There was no available data on those claiming incapacity
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(GOV.UK, 2026). The Netherlands: Statistics Netherlands, ‘Social security; key figures, numbers of benefits’, 12 June 2026; Statistics Netherlands, ‘Population Pyramid’, Web Page, Population Dashboard, 2026;° Statistics
Netherlands, Persons Receiving Benefits; Benefit Recipients by Region (2026);% Eurostat, Global Activity Limitation Indicator (GALI) > Level of Disability (Activity Limitation) by Sex, Age and Income Quintile (Geopolitical entity:
‘Netherlands’ and ‘Denmark’; Age class: ‘From 16 to 64 years’; Level of activity limitation: ‘Some or severe’), 2026; Department for Work and Pensions, International Comparisons of Disability Benefits and Disability Employment
(GOV.UK, 2026). Denmark: Statistics Denmark, Old-Age Pensioners and Disability Pensioners (2026); Statistics Denmark, ‘Slightly more people on public benefits in 2025’, 14 April 2026; Statistics Denmark, FOLK1AM:
Population at the First Day of the Month by Region, Sex, Age and Time (2026).'%° Canada: Government of Canada, ‘Canada Pension Plan (CPP) - Number of CPP Recipients by Benefit Type and Gender - Canada Pension
Plan (CPP) - Number of CPP Recipients by Benefit Type and Gender’, 2026; Tania Oliveria, Maxwell Caballero, Social Assistance Summaries, 2025 (Maytree, Caledon Institute of Social Policy, 2026); Statistics Canada, Labour
Force Characteristics, Monthly, Seasonally Adjusted and Trend-Cycle (Government of Canada, 2026), https://doi.org/10.25318/1410028701-ENG;'®" Government of Canada, ‘Disability inclusion action plan: what we've
accomplished, 2025 annual update’, 2025; Government of Canada, Employment Strategy for Canadians with Disabilities (2025).

* Snapshot in August 2025

** Snapshot in December 2025

T Average across 2025

" Average across 2025

* Snapshot in June 2025

* Data from 2022, as data is only collected by the Government of Canada every five years

benefits without work-related requirements in England and Wales (the UC LCWRA group includes, for example, carers), hence the percentage is for Great Britain. The age
ranges are different for UC health LCWRA and ESA support group, so the population age range reflects the smaller of these, ensuring the percentage is an over-estimation.

98 Re:State calculation: divides the ‘total number of disablement benefits’, 18-66, in 2025 from Social Security; Key Figures, Number of Benefits by the total population, 18-66, in
2025 from ‘Population Pyramid’ to determine the percentage of the Netherlands’ population claiming incapacity benefits.

99 Re:State calculation: subtracts the average number of WGA scheme participants across 2025 from Persons Receiving Benefits; Benefit Recipients by Region from the ‘total
number of disablement benefits’ from Social Security; Key Figures, Number of Benefits to determine the number of recipients of incapacity benefits without work-related
requirements. This total is those, 18-66, receiving Wajong, IVA, WAO and WAZ. WAO and WAZ are legacy benefits, and some recipients had work-related requirements and
others did not. Given these benefits closed to new applicants in 2004, Re:State has presumed that all those still receiving those benefits do not have work-related requirements.
Re:State calculation: divides the calculated total incapacity benefit claimants without work-related requirements by the total population, 18-66, in 2025 from ‘Population Pyramid’
to determine the percentage of the Netherlands’ population claiming incapacity benefits without work-related requirements.

100 Re:State calculation: sums the total disability pension recipients, 18-69 (under-18s cannot receive), averaged across 2025 from Old-Age Pensioners and Disability Pensioners,
with the total recipients, 16-66, of jobafklaringsforlab (job assessment) and ressourceforlgb (resource programme) in 2025 from ‘Slightly more people on public benefits in 2025’
to determine the total number of incapacity benefit recipients. Note: the ressourceforlgb was recently abolished, with new applications stopped from 2026, but ressourceforlgb
participants also received resource allowance, like jobafklaringsforlgb participants.

Re:State calculation: divides the calculated total of incapacity benefit recipients by the average population, 16-66, across 2025 from FOLK1AM: Population at the First Day of the
Month by Region, Sex, Age and Time to determine the percentage of Denmark’s population claiming incapacity benefits. The age ranges are different for disability pension
recipients, and jobafklaringsforlgb/ressourceforlgb participants, so the population age range reflects the smaller of these, ensuring the calculated percentage is an over-estimation.
Re:State calculation: divides the total disability pension recipients (as above) by the total population (as above) to determine the percentage of the Netherlands’ population
claiming incapacity benefits without work-related benefits. The same population age range is used, 16-66, even though it does not match the population age range of disability
pension recipients, 18-69, to enable comparable consistency across the two calculated Denmark percentages.

101 Re:State calculation: divides the total number of CPP-D recipients, 18-64, in June 2025 from Canada Pension Plan (CPP) - Number of CPP Recipients by Benefit Type and
Gender by the total population, 20-64, from Labour force characteristics, monthly, seasonally adjusted and trend-cycle to determine the percentage of Canada’s population
claiming incapacity benefits without work-related requirements. Population data is not available for the age range matching CPP-D recipients, so the closest conservative range
was used.

Re:State calculation: adds the total number of CPP-D recipients was to the total population, 18-64, who received local incapacity benefits in the financial year 2024-25 from
Social Assistance Summaries, 2025 , then divides this total by the total population, 20-64, to determine the maximum possible percentage (given known duplication of recipients
of national and local support) of Canada’s population who received incapacity benefits in June 2025.
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Figure 8: An overview of the working-age incapacity benefits systems in England and Wales, the Netherlands, Denmark, and Canada
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For claimants:

« UC (LCW) and New Style ESA (work-related activity group) claimants are required
to have periodic meetings with their work coach

+ New Style ESA (work-related activity group) benefit payments are limited to 1 year

« UC benefit payments taper above the monthly work allowance income threshold

« Voluntary, very short work trials available while still receiving benefit payments

For employers:

+ Very short work trials available at no cost

For claimants:

« WGA payments are conditional on participating in employment support

«  When the salary-linked benefit part of WGA ends (up to 2 years), future benefit
payment values depend on employment outcomes

« Wajong recipients are protected against reassessment due to economic
participation

« Two-month work trials, while still receiving incapacity benefit payments

For employers:

« No-risk policies — meaning employers do not have to cover sick pay if needed — if
hiring those on WIA (5 years) or Wajong (permanent)

« Two-month work trials for incapacity benefit recipients at no cost

For claimants:

+ Ressourceforlebsydelsen conditional on participation in employment and holistic
support during jobafklaringsforlab

« When jobafklaringsforlgb ends (up to 2 years), the case is reviewed by the
municipality, and individuals may move into the standard social security system if
determined they are no longer unable to work due to health or disability

= Flexi-jobs — municipality-subsidised roles with adjusted hours and responsibilities
— are available to those with significantly and permanently reduced work capacity

For employers:

« Employers only pay those hired in flexi-jobs for the hours they work, with the
municipality subsidising the employee’s income

For claimants:

« CPP-D recipients can participate in part-time work, volunteering and education up

to a maximum number of hours while still receiving CPP-D

Three-month work trials, while still receiving CPP-D

Automatic reinstatement of CPP-D if they leave work or education within 2 years

for the same condition

+ Disability Tax Credit — a non-refundable tax credit reducing income tax — for those
with severe and prolonged disabilities

For employers:

« Three-month work trials for CPP-D recipients at no cost

Sources: England and Wales: Department for Work and Pensions, Universal Credit: Health Conditions and Disability Guide (2026); Nate, ‘LCWRA Universal Credit: Who Qualifies, How Much You Get, and How Long It Lasts’,
Benefits News, 18 March 2026. The Netherlands: Eva Jongepier, ‘WIA Disability Benefit in the Netherlands’, Dutch Employment Law, 23 April 2026; UWYV, ‘Disability Percentage for WIA’, Web Page, No date, Accessed
04/09/2026; UWV, ‘Conditions no-risk policy’, Web Page, No date, Accessed 04/09/2026; Government of the Netherlands, Applying for Trial Placements (Job-Seekers) (2024). Denmark: Bodil Kaalund Bruun, ‘Jobafklaringsforlgb’,

Sundhed.Dk, 23 February 2025; Nordic Co-operation, ‘Danish Disability Pension’, Web Page, No date, Accessed 04/09/2026. Canada: ‘CPP Disability Benefit: Eligibility, Amount, and How to Apply (2026)’,

WealthNorth, September

2026; Disability Alliance BC, CPP-DISABILITY SELF-HELP GUIDES: Application Guide (2025); Canada Pension Plan, ‘Eligibility Requirements for Canada Pension Plan Disability Benefits’, Web Page, 6 December 2023.
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There are significant differences in the particular mechanisms of these three countries’
working-age incapacity benefits systems. However, high-level similarities emerge, which are
distinct from Britain’s system.

Across all three comparison countries, eligibility for incapacity benefits, with and without work-
related requirements, is stricter than in Britain; their assessment processes are more
extensive; and their systems embed strong incentives to work. In the Netherlands and
Denmark, there are also significant employer responsibilities, intended to prevent people
moving onto incapacity benefits in the first place.

3.2 Key design choices

3.2.1 Eligibility criteria for working-age incapacity benefits

The first design choice for government is determining who is eligible for incapacity-based
benefits.

Britain appears to have a comparatively low bar to accessing incapacity benefits, and does
not have separate benefits for those with a more temporary or less limiting condition or
disability and those with a likely permanent and severely limiting condition or disability — both
Canada and Denmark do. In both the Netherlands and Denmark, most people must claim
incapacity benefits with work-related requirements before being able to apply for ones without
work-related requirements.

These design choices have significant implications for caseloads and therefore cost. In August
2025, approximately 8.7 per cent of England and Wales’s working-age population had
successfully claimed incapacity benefits.’® This compares to approximately 7.6 per cent of
the Dutch'% and 7.4 per cent of the Danish working-age populations in 2025.'% In Canada, it
is estimated that between 2.9 per cent and 4.3 per cent of the working-age population claimed
incapacity benefits in 2025 (the band reflects the potential overlap in claimants at the national
and regional levels).’® Yet, as Figure 7 shows, self-reported disability rates are actually
slightly higher in these countries than in Britain. Particularly strikingly, the comparator
countries have lower proportions of their working-age population receiving incapacity benefits
with no work-related conditionality.

With the exception of a small number of medical conditions, eligibility for both working-age
incapacity benefits — UC health and New Style Employment and Support Allowance — is based
on having a health condition or disability which limits how much work an individual can do for

102 Department for Work and Pensions, Benefit Combinations: Official Statistics to August 2025 (GOV.UK, 2026);
Office for National Statistics, Population Estimates for England and Wales: Mid-2025 (2026).

103 Statistics Netherlands, Social Security; Key Figures, Number of Benefits (2026); Statistics Netherlands,
‘Population Pyramid’, Web Page, Population Dashboard, 2026.

104 Statistics Denmark, Old-Age Pensioners and Disability Pensioners (2026); Statistics Denmark, Slightly More
People on Public Benefits in 2025, 14 April 2026; Statistics Denmark, FOLK1AM: Population at the First Day of the
Month by Region, Sex, Age and Time (2026).

105 Government of Canada, Canada Pension Plan (CPP) - Number of CPP Recipients by Benefit Type and Gender
- Canada Pension Plan (CPP) - Number of CPP Recipients by Benefit Type and Gender (2026); Tania Oliveira and
Maxwell Caballero, Social Assistance Summaries, 2025 (Maytree; Caledon Institute of Social Policy, 2026);
Statistics Canada, Labour Force Characteristics, Monthly, Seasonally Adjusted and Trend-Cycle (Government of
Canada, 2026), https://doi.org/10.25318/1410028701-ENG.
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longer than 28 days.'% It is only once an application is made via GOV.UK’s single gateway,
and an assessment undertaken, that claimants are allocated to different categories in each
benefit based on their potential future capability for work. This then determines payment level
and conditionality. Inevitably, this encourages claimants to get into the higher payment, no
conditionality group.'”

An individual is eligible for incapacity benefits with no conditionality if they are assessed, via
their Work Capability Assessment (WCA), as Limited Capability for Work and Work-Related
Activity (LCWRA) in UC or as support group in New Style ESA.'"% The most common way to
meet the LCWRA medical eligibility criteria is to meet at least one LCWRA descriptor in the
WCA,'® meaning an applicant is unable to complete one of 16 specified activities.''® These
span physical capabilities, such as moving from one seated position to another without
physical assistance; ability to communicate; continence; and mental capabilities, such as
coping with change and ability to consistently behave appropriately.'"" Other routes to LCWRA
eligibility include terminal illness, high-risk pregnancy, and cancer treatment.'"?

The eligibility criteria appear more open in Britain than in the three comparator countries, which
all require the applicant’s condition to be both severe, such that substantive work is impossible,
and permanent — this is not the case in Britain.

The Netherlands also has a single gateway to its WIA (and Wajong) benefits.'"® Those with
some work capacity receive WGA benefit, and those deemed not to have any capacity receive
IVA or Wajong. To claim WGA, someone must be 35 per cent or more incapacitated for
work."* This means the person is no longer able to earn 35 per cent or more of their previous
salary.”® For example, if someone’s health condition or disability means they can only earn
60 per cent of their previous salary, that person is determined 40 per cent incapacitated for
work.

To receive IVA, someone must be 80 per cent or more incapacitated for work with no realistic
chance of recovery.''® Alternatively, if someone’s condition began in childhood or developed
before the age of 30 while they were in education, they could be eligible for Wajong — a
different working-age incapacity benefit without work-related requirements — if they are
assessed to permanently have no work capacity.'"’

The eligibility criteria for incapacity benefits appear stricter in the Netherlands than in Britain —
in 2022, 33 per cent of applicants for WIA were deemed fit for work,''® compared to around
20 per cent of applicants for UC health and ESA.""° Eligibility for incapacity benefits with no
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work-related requirements also seems to be stricter than in Britain, with approximately 31 per
cent of successful WIA applicants awarded IVA benefit in 2022.'%° The result is that, in 2022,
40 per cent of WIA benefit claimants were receiving IVA,'?" compared to 78 per cent of UC
health claimants being in the LCWRA group in December 2025."%2 In 2025, around 5.1 per
cent of the working-age population of the Netherlands were in receipt of incapacity benefits
without conditionality,'?® compared to 7.9 per cent in Britain.'?*

In Denmark, like Britain, incapacity benefit without work-related requirements (fartidspension,
meaning ‘disability pension’) is for people unable to work due to their illness, but unlike in
Britain, this is only after a fairly substantial process of municipality-level assessment during
which individuals may claim sickness benefit or ressourceforlgbsydelsen (resource
allowance). Jobafklaringsforleb (the job assessment process), during which
ressourceforlgbsydelsen may be paid, can last up to two years (for further details on
jobafklaringsforlab see section 3.2.3).

To be eligible for fartidspension, which has no work-related requirements, an individual must
have significantly and permanently reduced capacity for work, meaning they are unable to
support themselves through regular or flexi-job employment (for further details on flexi-jobs
see section 3.2.3)."%5 Fartidspension eligibility requires proof that the individual’s ability to work
cannot be improved through other interventions or support, and, unlike in Britain, eligibility is
particularly stringent for those under 40: “Citizens aged 18-39 should not be granted early
retirement pension as a starting point” (emphasis is the Danish government’s, see case study
below).'?® In Denmark, around 6.4 per cent of the working-age population received
fartidspension in March 2026.'%"

In Canada, the Canada Pension Plan Disability (CPP-D) is the only national incapacity benefit
and it is only for those without any current or potential work capacity, and so comes with no
work-related requirements. Incapacity benefits for people who have some form of work-related
requirement are fully devolved to each province and territory. As such, the eligibility criteria
vary. Territories and provinces can also provide incapacity benefits without work-related
requirements.

In Canada, to be eligible for CPP-D, someone must have a condition which is so severe they
are unable to pursue any substantial employment, and this condition must be long-term,

20 TAF, ‘Feiten En Cijfers: Arbedisongeschiktheid En Werkloosheid Werknemer'. Re:State calculation: based on
21 per cent of WIA applicants being awarded IVA and 47 per cent being awarded WGA in 2022, the percentage of
successful applicants awarded IVA was calculated.
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indefinite, or likely terminal.'?® Additionally, the individual must have made sufficient pension
contributions in the previous six years.'?® Just over 1 per cent of the working-age population
receive this benefit.*° Given the contributory requirements, it is perhaps unsurprising that the
proportion is lower than in Britain or the other comparison countries, and this does not include
those receiving provincial or territorial disability assistance. It is difficult to incorporate these
numbers as CPP-D recipients often also receive local benefits. However, around 2.9 per cent
of the working-age population received local assistance in 2025, so even if these individuals
and CPP-D recipients were mutually exclusive (which they are not), this would be a far lower
proportion than in Great Britain. 3"

Case study: Denmark’s reforms to eligibility for fertidspension

Denmark has taken steps to reduce the number of working-age recipients of fgrtidspension.
In 2013, reforms tightened the eligibility criteria, particularly for under-40s.'3? These reforms
meant that, in principle, under-40s could not be granted fgrtidspension and instead would be
offered varying support to develop their work capacity.*® Additionally, the eligibility criteria for
flexi-jobs were loosened, enabling people who could work fewer hours per week to access
this government-subsidised employment.'3*

For under-40s where it is evident the individual cannot work and no interventions will develop
their work capacity, municipalities can still award fertidspension.’ It usually requires
extensive medical documentation to reach this decision.

These reforms reduced the chance of a fgrtidspension application being successful by
approximately 50 per cent,’> employment rates improved, and unemployment rates fell. 38
Those who had already been awarded fortidspension were not impacted by these reforms.

Lesson 9: Britain is unusual in not having two distinct working-age incapacity benefits for
those with some current or potential work capacity and those without any current or potential
work capacity. In other countries, eligibility criteria for these benefits are stricter, resulting in
lower proportions of the working-age population claiming them.
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Lesson 10: The eligibility criteria for working-age incapacity benefits without any conditionality
requirements are less strict in Britain compared to many comparator countries. In other
countries, eligibility often requires the applicant’s condition to be both severe, such that
substantive work is impossible, and permanent. Less strict eligibility criteria results in a higher
proportion of Britain’s working-age population parked on benefits with no support to help them
move closer to the job market.

3.2.2 Assessing need

The assessment process in each country

Great Britain

1.

2.
3.

The applicant must apply for UC (health) or New Style ESA online via GOV.UK'’s single
gateway.

They must provide a fit note, and complete a Capability for Work questionnaire. '°
They will then have a Work Capability Assessment (WCA) carried out in person, over
the phone or on video, by a clinical professional from a DWP-contracted private
company. 40

The Netherlands

1.

2.

The applicant must apply for WIA online via the UWYV — the Dutch equivalent to DWP
— single gateway. ™!

UWYV will check the applicant’'s employer has done enough to support a return to work,
including reviewing documentation.'? If the employer has not done enough, short-term
sick leave with sick pay is usually extended.

The applicant will have a ‘gesprek over gezondheid’ (meaning “conversation about
your health”).'® This is carried out in person, over the phone or on video, by a clinical
professional, lasting around an hour.'* This conversation is covered by medical
confidentiality, but during the assessment, the assessor will fill in a ‘Functional
possibility list (FML)" with the applicant.’® The FML indicates what the individual can
and cannot safely sustain in work.'46

If the “conversation about your health” determines the applicant has some work
capacity of any form, they will have an ‘gesprek met arbeidsdeskundige’ (meaning
“interview with an employment expert”).'*” Using their FML and the interview, the
expert will determine what employment the applicant could undertake and what they
could earn, based on this.'® This is used to determine the applicant’s percentage of
incapacity for work. 4°
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140 Disability Rights UK, Work Capability Assessment.

41 UWV, ‘Apply for WIA’, Web Page, No date.

42 UWV, ‘WIA Assessment’, Web Page, No date.

143 UWV, ‘Conversation about Health’, Web Page, No date.
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To apply for Wajong, the individual or a relevant carer must complete a questionnaire and
provide supporting medical evidence to UWV.' The award decision may be made based on
this information alone, or the applicant may be invited for a “conversation about your health”
or “interview with an employment expert”. "5

Denmark

1.

Individuals do not generally apply for fgrtidspension, instead the municipality itself
nearly always initiates a disability-pension case.5?

a. An individual can specifically request their municipality submit a disability-
pension case.'® The award decision will then be made based only on the
documentation currently available to the municipality rehabilitation team,
without any additional assessments or medical documents being requested. >
The chance of a successful application is therefore lower if pursued in this way.

The individual in question will usually already be in contact with their municipality
through the sickness benefits system, jobafklaringsforlgb or other social security
provision.

If someone is receiving short-term sickness benefits (from their employer or the
municipality), they complete an information form and the municipality assesses
whether recovery is expected within eight weeks or in longer than eight weeks.® If
recovery is expected to take longer than eight weeks, the municipality must make an
overall assessment of the person’s situation and required support, through an in-
person assessment, before the end of week eight.'%®

There must be at least four subsequent assessments within the first six months of
short-term sickness benefits, with each leading to a new overall assessment of the
person’s situation.'’” These can take place in person, over the phone or on video.'®
This process will then lead to the person being recommended for a jobafklaringsforlgb
process, flexi-job or fgrtidspension by the municipality rehabilitation team when their
statutory sick pay period or previous form of support (such as a jobafklaringsforlgb)
ends."®® The municipality will make a legal decision whether to award fartidspension. '®°

If someone has a severe or lifelong disability from childhood, they will generally come into
contact with the municipality prior to the transition to adulthood.'®' In these cases, the
municipality can, and sometimes must, open a disability-pension case prior to the individual
reaching 18, ensuring that the decision can take effect from adulthood.®? For these cases,
there is often extensive documentation required to support the decision-making process,
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including medical documentation and evidence of the impact of interventions to support
development throughout childhood. 63

Canada

1. If someone has made sufficient pension contributions in the last six years, they can
apply for CPP-D online.

2. The applicant must fill out a CPP Disability Application form. 6

3. The applicant’s physician — usually their GP or a specialist doctor, whichever knows
the most about their disability — must complete a Medical Report.'®®

4. The applicant can gather additional documentation supporting their claim that their
health condition is long-term, indefinite or likely terminal, and prevents them from
pursuing any substantial employment.'®’

5. The applicant then submits their CPP Disability Application form, Medical Report, and
any supporting documentation. This is reviewed by a CPP Disability adjudicator who
assesses their eligibility.’® This can involve obtaining additional medical
information. %

Despite very different systems in each of the comparator countries, there are some notable
similarities which are not the case in Britain.

In all three comparator countries, substantial supporting medical documentation is required as
part of any application for working-age incapacity benefits. In Britain, the only routinely
required medical documentation is a fit note.'”® This is a very minimal clinical requirement,
given the vast majority of issued fit notes determine the person is ‘not fit for work’ — 92.8 per
cent of those issued in England in 2025-26."""

Additionally, in Denmark, Canada and the Netherlands, the assessment processes must
determine that the individual has no current or potential future capacity for work in order for
them to be awarded incapacity benefits without work-related requirements. This is not the case
in Britain.

In Denmark, assessments and decisions occur at the municipality level, as opposed to
nationally in Britain. Also, in both Denmark and the Netherlands, multiple assessments are
required before a decision about support or benefit award is made. Lastly, both the Dutch and
Danish assessment processes positively determine current or potential work capacity, and
identify interventions which could be tried to support someone to move closer to work. In
comparison, Britain’s assessment process determines what an applicant cannot do, and
whether they meet the threshold for LCWRA (for UC) or support group (for New Style ESA).
This is a very different lens for the assessment processes.
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It is also noteworthy that, in Denmark, individuals rarely apply for incapacity benefits
themselves, and, if they do, their chance of a successful award is lower. Instead, the
municipality is generally involved in their case from the point a health condition or disability
which limits work arises, and the municipality determines the suitable support or next step.
This contributes to the Danish system’s focus on supporting people into employment.

Lesson 11: The application process in comparator countries appears more rigorous, with
more steps involved and a requirement for medical documentation. Where in Britain the focus
of the assessment is on what an individual cannot do, in Denmark and the Netherlands there
is a positive focus on identifying current or potential work capacity, and the interventions which
could support someone to move closer to work.

3.2.3 Work incentives in the system

Britain is unusual in how weak work incentives are within its working-age incapacity benefits
system. This is both a lack of strong positive incentives to work and a lack of disincentives to
remain out of work.

Some potential work incentives which can be embedded into incapacity benefits systems
include:

e conditionality, often requiring participation in employment programmes;

e varying benefit payment levels depending on employment outcomes;

o tapering incapacity benefit payments as earnings increase, ensuring claimants are
better off for each additional pound (or equivalent) earned;

e tax credits, reducing the amount of tax a disabled person pays when in work;

e work trials, enabling claimants to try employment without losing incapacity benefits;

¢ automatic reinstatement of incapacity benefits if someone leaves work or education
due to the same disability; and

e protection against incapacity benefit reassessment due to participation.

Conditionality

There is some very limited conditionality for those in the LCW group in UC and in the WRAG
group in New Style ESA, with claimants expected to attend periodic interviews with a work
coach to plan for their return to work.'”? There is no conditionality for those assessed LCWRA
or in the support group. Given 78 per cent of UC health claimants were LCWRA in December
2025,'" this means the vast majority of Britain’s working-age incapacity benefit claimants
have no conditionality associated with their benefits. This is the same in Canada for CPP-D
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claimants, but these claimants make up a dramatically smaller proportion of the population —
approximately 1.2 per cent.'”

In contrast, in the Netherlands and Denmark there are strong incentives to move into work
during the first two years of receiving incapacity benefits, with claimants provided, and required
to engage with, effective, tailored employment support. This combination is crucial: incentives
in the system’s design encourages them to move into work, while the support offered makes
it possible for claimants to do so.

UWV - the Dutch equivalent to DWP — creates a personalised return-to-work plan with WGA
claimants, which they must follow to receive their benefit payments.'”® This plan may include
deciding target roles, job coaching, trial placements, and work experience.'® The Dutch
operate a social insurance model, and the salary-linked part of WGA lasts between three
months and two years, with payment linked to the claimant’s average income in the year
before.'” When this ends, the claimant’s occupational disability employment counsellor will
determine how much they should be able to earn, and if they are not earning at least 50 per
cent of that figure, they will move onto vervolguitkering (earning capacity incentive benefit),
with payments that are a percentage of the minimum wage.'”® Alongside this potential cut, if
the recipient earns 50 per cent or more of the determined amount (including if the determined
amount is zero, but they are expected to be able to work in the future), they will receive
loonaanvullingsuitkering (income top-up benefit) taking their gross income up to a set level.'”®
This is either equal to or more generous than their previous salary-linked benefit payment,
creating a clear financial incentive to work.

In Denmark, payments during the first two years on working-age incapacity benefits, during
jobafklaringsforlgb, are conditional on engaging with the support offered by their case
worker.'® This may include employment services, such as work experience, jobs with wage
subsidies, or a gradual return to work.'®" Tailored holistic support may also be provided,
including diet and exercise advice, rehabilitation therapy, household budgeting support, or
help with childcare responsibilities. 182

Then, when jobafklaringsforlgb ends, cases will be reviewed by the municipality rehabilitation
team, determining if they are still unable to work due to their disability.'® If that is not the case,
they will move out of the disability social security system, instead receiving basic income
replacement benefits which are less generous. Both design features incentivise positive
engagement with support in the first two years on incapacity benefits.
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Tapering and trying work

UC benefit payments taper as earnings increase. Whether recipients have work-related
requirements or not, they can work and earn up to the monthly work allowance while still
receiving their benefit payments.' Then, for every £1 earned above this allowance, the
individual’s payment will reduce by 55p.'8®

For ESA recipients, there is no benefit payment tapering. They can undertake ‘permitted work’,
meaning they work for less than 16 hours per week and earn less than the set maximum
weekly amount.'® While undertaking permitted work, ESA recipients will still receive their
benefit payments. Beyond permitted work, ESA payments stop. This creates a cliff edge.

In Canada, while CPP-D recipients similarly have no work-related requirements, they are more
incentivised to work than in Britain. CPP-D recipients can participate in part-time work,
volunteering, and education, up to a maximum number of hours/earnings, without it impacting
their CPP-D eligibility, and the maximum earnings are similar to those in Britain.'®’

If CPP-D recipients are uncertain whether work is sustainable for them, they can also return
to work on a three-month trial, and can typically continue receiving their CPP-D payment while
Service Canada — the point of access for government services and benefits — assesses
whether it is sustainable.®® This enables employers to trial a CPP-D recipient for a decent
period of time without having to pay their wages, and allows the recipient and Service Canada
to assess whether this work would be sustainable.'®® If the work is assessed to be
unsustainable, the recipient's CPP-D eligibility is unaffected.®°

In comparison, while in Britain anyone receiving income replacement benefits can be
voluntarily referred by their work coach for a work trial, it typically lasts a few days.'' In
exceptional circumstances it can last up to 30 working days.’®? As is the case in Canada,
during the trial, the person continues to receive their benefits and the employer does not have
to pay their wages.'®?

In April 2026, new ‘Right to Try’ regulations came into effect.’® Right to Try strengthens
existing regulations to ensure undertaking work or volunteering does not, alone, lead to
reassessments of any disability-related benefits award.'®® This is intended to remove barriers
that discourage claimants from attempting work. However, DWP may still assess whether the
nature of the work appears to be inconsistent with the functional limitations which led to the
award of incapacity benefits (or PIP),% meaning for many claimants the risk may feel high.

In the Netherlands, work trials are available for those on unemployment or working-age
incapacity benefits, lasting up to two months.'®” UWV must approve a trial on the basis it would

184 Department for Work and Pensions, Benefit and Pension Rates 2026 to 2027 (2026).

185 Department for Work and Pensions, Universal Credit and Earnings (2023).

186 Department for Work and Pensions, Permitted Work Factsheet (2026).

87 Government of Canada, ‘Canada Pension Plan Disability Benefits’, Web Page, 25 May 2026.
188 |bid.

189 |bid.

190 Government of Canada, ‘Canada Pension Plan Disability Benefits’.

191 Department for Work and Pensions, Back to Work Schemes (2024).

192 |pid.

193 |bid.

194 Department for Work and Pensions, ‘Right to Try: Summary’, Web Page, GOV.UK, 20 April 2026.
195 |bid.

196 Decision Making and Appeals (DMA) Leeds, 06-26: The ‘Right to Try’ Regulations (2026).
197 Government of the Netherlands, Applying for Trial Placements (Job-Seekers) (2024).

42



be difficult for the individual to find employment without a work trial.'®® During the trial, the
employer does not need to pay the employee’s wages and the employee will continue to
receive benefit payments.'®

To incentivise hiring individuals on incapacity benefits, the Netherlands also offers no-risk
policies for employers. If an employee is covered by a no-risk policy and becomes ill, UWV
pays up to 70 per cent of the employee’s wage (the statutorily required level of sick pay),
meaning employers only have to cover any more generous contractual sick pay, and there is
no extension of sickness leave if efforts to support a return to work fail.2°® Someone receiving
WIA benefit usually has a no-risk policy for their first five years in employment, and Wajong
recipients have a permanent no-risk policy.?"!

Denmark offers flexi-jobs for those whose work capacity is significantly and permanently
reduced, meaning ordinary employment is not possible, but who have some work capacity.?%?
This makes participation in the workforce available to those with disabilities where it otherwise
would not have been possible. Flexi-jobs are adapted roles, with adjusted hours and
responsibilities, subsidised by the government.?°® The individual receives a salary from their
employer, based on hours worked, and a subsidy from the municipality.?°* Together, the
individual’s income will be up to the maximum value of the role’s full-time salary.?% As of 2025,
flexi-jobs account for around 4 per cent of the workforce.2%

The flexi-job scheme, since it was reformed in 2013,%°” has been particularly successful in
increasing labour-market participation.2°® Following the flexi-jobs reforms, as well as tightened
eligibility for fgrtidspension, labour-market participation increased from 78.1 per cent to 81 per
cent.?%®

Case study: Canada’s use of subsidies to support disability employment

Canada’s national government has consistently invested in increasing labour-market
participation among disabled people, making use of wage subsidies and subsidised work
experience. While these interventions are not specifically targeted at those on incapacity
benefits, they highlight the potential to facilitate more working-age adults with disabilities into
employment.
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In 1997, the Opportunities Fund for Persons with Disabilities was launched, with significant
reforms implemented 2012 to 2014.2'° The Fund aims to facilitate labour market integration
for disabled people through the provision of skills training, wage subsidies, and other
employment supports.?'

Participants in support delivered through the Fund were found to have a 3.7 percentage point
higher incidence of employment, on average, compared to non-participants.?'? Subsidised
work experience was particularly impactful, increasing employment incidence by 13.3
percentage points.?'® A recent assessment also found the provision of wage subsidies and
structured job placements through the Fund incentivised employers to hire disabled people.?'4

Canada has the lowest disability employment gap of the comparison countries, at 16
percentage points in 2022.2'* This gap has been steadily closing — since 2017, it has
decreased by 4.8 percentage points.2'® While these outcomes cannot be attributed solely to
Canada’s employment policy, they are consistent with the evidence that sustained, tailored
support for those with health conditions and disabilities seeking employment, and employer-
facing interventions, such as work experience and wage subsidies, can improve disabled
people’s labour-market participation.

Return to benefit

One of the biggest disincentives to taking a job is the fear that it won’t work out, but that, due
to trying employment, the individual will no longer be eligible for the benefits they were
previously receiving. In Britain, a streamlined reclaim of UC is possible within six months of
benefit payments stopping.?'” This is a relatively short period. In Canada, if someone’s CPP-
D benefit was stopped following a return to work or full-time education, and they have to cease
this activity due to the same disability within two years, they will be automatically reinstated
on CPP-D.%8

Lesson 12: Britain is unusual in how weak work incentives are for working-age incapacity
benefit recipients. In other countries, for the vast majority of working-age incapacity benefit
recipients, payments are typically conditional on engaging with support during, at least, the
first two years of payments. This support is often more intensive and tailored for working-age
incapacity benefit recipients than in Britain, and is sometimes delivered at the regional level,
rather than nationally. Time-limiting is also used in some countries, meaning the failure to
move into work can result in lower income. This seems to contribute to lower proportions of
the working-age population claiming incapacity benefits.
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Lesson 13: Other countries make far greater use of work trials and even subsidised
employment to facilitate economic participation for those claiming incapacity benefits. They
also have more generous return to benefit policies, making attempting work less risky for
claimants, and the Netherlands has significant de-risking policies for employers.

3.2.4 Role of employers

In Great Britain, if someone in work develops a health condition or disability which requires
them to (temporarily) cease working, employers must provide Statutory Sick Pay (SSP) for up
to 28 weeks for qualifying employees.?'° After seven days of continuous absence, a fit note is
required and this may include suggestions to facilitate (partial) return to work.?2°

It is not usually mandatory for employers to implement these suggestions.??' However, if the
employee is disabled under the Equality Act 2010, employers are legally required to make
reasonable adjustments to ensure the employee is not substantially disadvantaged at work.?22
In such cases, if the fit note suggestions are reasonable adjustments, there would be a legal
obligation to implement. This could include physical adaptations, such as installing a ramp for
a wheelchair user, or offering flexible hours.??

In the Netherlands and Denmark, there are far greater responsibilities on employers to
facilitate a return to work for employees. This is intended to prevent people moving onto
incapacity benefits in the first place. This can have a very positive impact on working-age
incapacity benefit caseloads, as demonstrated in the Netherlands, though of course this
increases costs for employers.

In the Netherlands, short-term sick leave lasts for two years, during which time employers
must pay at least 70 per cent of the employee’s existing salary and meet significant
requirements to support a return to work.??* These employer responsibilities are well enforced,
with employer efforts to enable a return to work assessed by UWV before someone’s WIA
benefit application can start.??° If the employer hasn’t made sufficient efforts to support a return
to work, the short-term sick leave period will be extended. The introduction of these
requirements in the Netherlands has led to a 40 per cent reduction in incapacity benefit
applications.??® Remarkably, the DWP does not collect data on what proportion of incapacity
benefit claimants flow on from SSP.

In Denmark, statutory sick pay is paid for a similar amount of time as in the UK. However,
unlike in the UK, employees are required to engage with employment support services
throughout this period, and partial return to work must be offered.??’

The recently published Keep Britain Working: Final Report recommends rolling out a Healthy
Working Lifecycle framework promoting positive employer practices to support employees to
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remain in and return to work.??® However, it is recommended this would be a formal
accreditation for employers with incentives to adopt it, rather than a requirement.??® It is
therefore unlikely this intervention would drive the sort of results achieved in the Netherlands.

Lesson 14: Well-enforced employer responsibilities to facilitate a return to work for employees
who develop a health condition or disability that temporarily prevents them from working can
significantly reduce the number of working-age incapacity benefit claims.

3.3 Conclusion

There are a number of ways that the design of Britain’s working-age incapacity benefits system
is internationally unusual.

Firstly, eligibility appears lenient. The medical eligibility criteria for incapacity benefits, both
with and without work-related requirements, are much less onerous in Britain than in the
comparison countries. The assessment process for these benefits is also less rigorous than
in other countries. For example, there are fewer stages or steps involved in the assessment
and very minimal medical documentation is required, unlike each of the comparison countries.
It is also notable that in Denmark, the assessment process is administered at the municipality
level.

Secondly, there are weak incentives to work built into Britain’s working-age incapacity benefits
system. A core part of this is the very limited conditionality attached to incapacity benefits. A
much smaller proportion of incapacity benefit recipients have any associated conditionality in
Britain compared to the case study countries, and the conditional requirements are far less
substantial for those who do have any. It follows that this comparative lack of conditionality
impacts incentives for claimants to (attempt to) move into work in Britain.

In comparison, in the Netherlands and Denmark, the vast majority of working-age incapacity
benefit claimants are required to engage with intensive, tailored support in order to receive
benefit payments, at least during the first two years. The generosity of payments is also time
limited in the Netherlands, depending on employment outcomes, additionally incentivising
positive engagement with the available support in the first couple of years on incapacity
benefits.

Beyond conditionality, there are a number of other work incentives which are embedded into
other countries’ working-age incapacity benefit systems. These include: more generous rules
about trying employment and returning to benefits if that role does not work out; government-
subsidised flexible employment; work trials lasting multiple months rather than a few days;
income tax credits for disabled people; and protections against financial risks for employers
hiring people with pre-existing health conditions or disabilities.

Lastly, there are significantly lesser requirements of employers in Britain in comparison to the
international case studies. In the Netherlands and Denmark, employers are required to take

228 Department for Work and Pensions and Department for Business and Trade, Keep Britain Working: Final Report
(GOV.UK, 2026).
229 |bid.
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steps to support a return to work for any employees on short-term sick leave. In Canada,
there’s been sustained investment in increasing labour-market participation for disabled
people, including requirements of and support for employers.

The result is that, in Britain compared to the international comparisons, a higher proportion of
the working-age population claim incapacity benefits, most notably a much higher proportion
of the population claim such benefits without work-related requirements; there are long
average working-age incapacity claim durations; the disability employment rate is lower; and
the disability employment gap is wider. These outcomes are not inevitable, despite a rising
self-reported disability rate, they follow from design choices of the working-age incapacity
benefit system.
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4. Conclusion

Britain’s working-age disability-related benefits system is producing increasingly poor
outcomes for both those who depend on it and those who pay for it. Caseloads and
expenditure have risen substantially year after year, and this is only forecast to continue at a
worrying rate.

Incapacity claims have long average durations by international standards, very few recipients
move into employment each month, and the disability employment gap remains wide by
international standards. Meanwhile, the share of Britain’s population claiming PIP is growing
at a pace that outstrips both the comparable countries and the growth in the share of the
population self-identifying as disabled. There is no consensus on what is driving this growth,
though few deny it is unsustainable.

The international evidence suggests that these outcomes are not simply a reflection of higher
levels of disability or ill health. They are a consequence of choices about how the system is
designed.

Britain stands alone on a number of fundamental decisions. PIP has been designed to
maximise administrative simplicity at the cost of accuracy, transparency, and perception of
fairness. No other country relies solely on a functional assessment to determine extra-cost
entitlement, without requiring evidence of the costs the benefit is intended to help meet. This
creates a system which is vulnerable to gaming, and poorly equipped to distinguish between
different levels of genuine need.

Additionally, PIP’s broad definition of extra costs means that its daily living component
overlaps substantially with services that other countries address through social care and local
provision. Elsewhere, clearer boundaries allow different parts of the State to perform different
functions and reduce the risk of paying twice for the same need.

In incapacity benefits, versus the comparison countries, Britain appears to have a low bar for
access; a less rigorous application and assessment process; and much weaker work
incentives. Some of the comparator countries also make much greater use of employer
responsibilities, intended to prevent people requiring incapacity benefits in the first place. It
appears highly likely these design choices contribute to a greater proportion of Britain’s
working-age population claiming incapacity benefits and a much greater proportion claiming
incapacity benefits without any conditionality, as well as Britain’s comparably high disability
employment gap.

The lesson from international experience is therefore not simply that Britain spends too much
or that other countries have better systems. It is that design choices have consequences. How
need is defined, where responsibility sits, what evidence is required, and what incentives are
created all affect caseloads, expenditure, employment, and public confidence.

Britain’s working-age disability-related benefits system requires urgent and radical reform. The
human and financial costs are far too high. Such reforms should draw on lessons from
international experience. This will create substantial scope to achieve better outcomes for
disabled people while making more effective use of public resources.
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