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ABOUT RE:STATE  

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 RE:IMAGINING THE STATE 

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Britain has been papering over the cracks in an outdated social and economic model, but while 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 work streams within this programme. 

 

ABOUT RE:IMAGINING WELFARE 

This essay launches the ‘Re:Imagining 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 essay 
sets out the argument for fundamental reform of this broken model. 
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How we broke the welfare state 

At some point we confused cash with compassion. We fostered dependence where we should 
have enabled independence. We forgot that human flourishing does not come from state 
hand-outs, and that not all income sources are equal. We traded a belief in contribution for a 
means-tested model in which no one wins, and in which almost everyone feels like they lose. 
We broadened the safety net for the many and in doing so made it shallower for those with 
the greatest need. And we eroded legitimacy and the fundamental sense of fairness that 
underpins it. 

We broke the welfare state. 

A misunderstanding of history 

“The plan adopted since 1930 in regard to prolonged unemployment and sometimes 
suggested for prolonged disability, that the State should take this burden off insurance, in 
order to keep the contribution down, is wrong in principle. The insured persons should not feel 
that income for idleness, however caused, can come from a bottomless purse. The 
Government should not feel that by paying doles it can avoid the major responsibility of seeing 
that unemployment and disease are reduced to the minimum.” 

Over 80 years ago, William Beveridge published Social insurance and allied services. His 
vision was a welfare state that addressed the five giants of Want, Disease, Ignorance, Squalor 
and Idleness. 

In the wake of immense national sacrifice, the post-war settlement created a clear social 
contract: as citizens we would work hard, pay our taxes and contribute to society, and in return 
the State would become proactive in enabling our social and economic security. From this 
Britain developed social security, the NHS, mass house building and universal access to 
education. We married personal endeavour and a sense that hard work should be rewarded 
with a belief that, as a nation, we share a collective responsibility for the welfare of the people. 
Individual responsibility with social solidarity. A very British answer to that “revolutionary 
moment” Beveridge had identified. 

Fast forward to today, and Beveridge would not recognise the welfare state he shaped – and 
I don’t think he would agree with it. 

A stake in the system 

At the heart of his model of social insurance was the contributory principle – “Benefit in return 
for contributions, rather than free allowances from the State, is what the people of Britain 
desire” – and a belief that the provision of benefits “should not stifle incentive, opportunity, 
responsibility”. 

The benefit system would be a safety net offering a basic minimum, and (though Beveridge 
anticipated a small proportion may need support indefinitely) largely temporary: “the provision 
of an income should be associated with treatment designed to bring the interruption of 
earnings to an end as soon as possible”. 

In other words, the individual must work where they can, and pay in so that they may take out 
when they can’t, with an expectation that all efforts would be made to get back into work as 
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quickly as possible. In return, and as part of that social contract, the State should endeavour 
to ensure the conditions for a strong labour market in which people can participate for decent 
wages. The universalism of Beveridge was made possible by that contributory principle, and 
an expectation of full employment. 

Beveridge understood, of course, that some people would need assistance having never 
contributed, but this he envisioned to be a tiny proportion of claimants, the vast majority of 
whom, 90 per cent or more, would receive non-means-tested insurance payments based on 
having paid in. 

Today we have almost entirely undermined the contributory principle, with just 6 per cent of 
working-age spend going on benefits reserved for those whose eligibility is based on what 
they paid in. And for those who have paid their national insurance, and who find themselves 
in need of temporary aid from the system they have funded, the income replacement rate is 
shockingly low. Across the OECD, a single homeowner who loses their job will, at least initially, 
receive on average 55 per cent of their previous earnings. In the UK it is 12 per cent. That is 
far from a safety net, it’s a catastrophe for anyone earning much more than the minimum wage 
– and would leave most people asking what on earth they had paid in for. 

Instead, we have shifted to an almost entirely means-tested model (and unlike most European 
countries, there is no difference between the level of benefit received compared to the 
contributory version). 

Meeting a means test doesn’t, of course, mean you haven’t paid in, but increasingly that is the 
case. Analysis of the 2023 Labour Force by the Institute for Fiscal Studies (IFS) found that 
one in five claimants of incapacity-related benefits had never had a job. 

And the rising prevalence of ill health among young people – since 2019 there has been a 52 
per cent increase in the share of 18-24-year-olds receiving incapacity benefits – means that, 
absent a dramatic change of direction, that proportion will grow. DWP analysis found that 
around two-thirds of Employment and Support Allowance (ESA) claimants aged 20 in 2015 
were claiming incapacity benefits a decade later; or, as Secretary of State for Work and 
Pensions Pat McFadden put it, “A 20-year-old on incapacity benefit is more likely to turn thirty 
and still be claiming than to have held a steady job for a year.” 

We have moved decisively towards the “free allowances from the State” that Beveridge was 
so against, and we have undermined not just the contributory principle, but the very idea that 
the welfare system should, primarily, provide temporary security during periods of hardship. 

The virtues of work 

The largely temporary nature of social security payments was a design choice. Idleness, for 
Beveridge, was every bit a “giant” to fight as Want – and not just due to the economic cost, 
but because of the devastating human cost of demoralisation and poverty. He understood that 
work is so much more than a source of income. 

A wealth of evidence clearly shows that work facilitates social inclusion, provides purpose and 
enables agency: “Work is central to individual identity, social roles and social status”. Indeed 
research has shown that employment reduces deprivation independently of its income effect. 

And, crucially given the ballooning incapacity benefit caseload, the generally positive effect 
that work has on mental and physical health is “true for healthy people of working age, for 

https://ifs.org.uk/publications/options-unemployment-insurance
https://ifs.org.uk/publications/options-unemployment-insurance
https://ifs.org.uk/articles/three-challenges-getting-people-incapacity-benefits-work?utm_source=chatgpt.com
https://www.resolutionfoundation.org/publications/lost-in-transition/
https://dera.ioe.ac.uk/id/eprint/42145/2/Young%20people%20and%20work%20interim%20report%20analytical%20annex%20-%20GOV.UK.pdf?
https://www.gov.uk/government/speeches/welfare-state-to-working-state
https://pure.hud.ac.uk/en/publications/is-work-good-for-your-health-and-well-being/
https://www.researchgate.net/publication/265280066_The_Dynamics_of_Deprivation_The_Relationship_Between_Income_and_Material_Deprivation_Over_Time
https://pure.hud.ac.uk/en/publications/is-work-good-for-your-health-and-well-being/
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many disabled people, for most people with common health problems and for social security 
beneficiaries”. Unemployment leads to a deterioration in health, and, conversely, when 
someone moves from benefits into work, their health and wellbeing generally improves. 

This is true for young people as much as older people, but for those just starting out in their 
adult lives, the costs of unemployment are life-long. Using longitudinal data, recent research 
from UCL found that “NEET experiences in early adulthood have lasting consequences well 
into midlife, affecting employment, financial security, and health up to age 51”. That’s a 
devastating scarring effect. 

Unsurprisingly, the British people have an innate understanding of this. At the beginning of the 
year, polling by YouGov for the Tony Blair Institute (TBI) asked people which statement was 
closer to their view: “In general, being in work is beneficial for most people’s mental and 
physical health” or “In general, being in work often makes people’s mental or physical health 
worse”. A resounding three quarters of people chose the first. Strikingly, 60 per cent of those 
claiming a disability benefit also agreed that work is beneficial, against 19 per cent that felt it 
was damaging. 

There is, in short, nothing compassionate about writing people off to a life on benefits. 

Today we might not use the loaded term ‘idleness’, but in accepting such high levels of 
inactivity – and the crisis facing us is largely one of inactivity rather than unemployment, with 
over 9 million, or 1 in 5, working-age people not in, or seeking, work – we have normalised 
opting out of participation. 

There are many reasons for economic inactivity, including students who are not also working 
or seeking work, early retirees, and carers, many of whom will not be reliant on social security. 
But literally millions of people are. 

As of November 2025 (the latest data available), there were 3.8 million people claiming either 
ESA or Universal Credit (UC) health – the two out-of-work incapacity-related benefits. DWP 
administrative data suggests up to half a million could be in employment of some form, but 
allowing for that, that still means well over three million people are dependent on incapacity 
benefits. This is an astonishing number, yet by the end of the Parliament it is forecast to be 
heading towards 4.5 million. 

There will, of course, be people for whom work is not a realistic expectation. For these people 
the State should be there for them, ensuring they have the support and care they need, and 
enabling, where possible, independence. 

But there are many people dependent on benefits whose conditions do not automatically mean 
no capability for work, and yet because of our broken system are not benefiting from the 
structure and purpose and social interaction that work would provide. Their lives are 
diminished as a result. 

Something for something 

The soaring number of people claiming incapacity benefits – up almost 50 per cent since 2019-
20 – in part reflects a population in which health is deteriorating, and, in particular, mental ill 
health is rising. The proportion of working-age people self-reporting as disabled in the Family 
Resources Survey increased from 16 per cent in 2014 to 23 per cent in 2024-25. The most 
recent Adult Psychiatric Morbidity Survey reports that in 2023-24, 22.6 per cent of working-

https://ygo-assets-websites-editorial-emea.yougov.net/documents/TBI_Welfare_2_260202.xls_mpqSblw.pdf?
https://www.gov.uk/government/statistics/family-resources-survey-financial-year-2024-to-2025/family-resources-survey-financial-year-2024-to-2025?utm_source=chatgpt.com#main-stories
https://digital.nhs.uk/data-and-information/publications/statistical/adult-psychiatric-morbidity-survey/survey-of-mental-health-and-wellbeing-england-2023-24/common-mental-health-conditions?utm_source=chatgpt.com
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age adults in England had a common mental health condition, up from 18.9 per cent in 2014 
– and among 16-24-year-olds prevalence had jumped from 18.9 per cent to 25.8 per cent. 

Yet parking, for a moment, the fact that many people with disabilities can and do work, the 
rise in claims outstrips the rise in reported disability (which is even starker for the rise in claims 
for the extra-cost benefit Personal Independence Payment (PIP)). 

This is the product of a system in which the incentives are all wrong. 

The requirement to do everything to, in Beveridge’s words, “bring the interruption of earnings 
to an end as soon as possible” is being applied to an ever-diminishing proportion of claimants. 
For millions of claimants there are no requirements for them to undertake activities or engage 
in support services that would aid their transition from welfare to work – their benefits are, in 
essence, unconditional payments. 

According to the latest quarterly statistics, an astonishing 8.4 million people were claiming UC 
in May (around 90 per cent of whom were receiving a payment). Around 3 million (just under 
40 per cent) of those were in employment, and around 1.4 million of this group had some form 
of conditionality applied to them because their earnings are lower than they could be. 

But of the non-working caseload, 3.5 million have no form of conditionality whatsoever – or in 
other words, they are not expected to engage in any form of activity that would help them 
move closer to, and at some point hopefully into, work. And the proportion of UC claimants 
with no conditionality attached to the receipt of their benefits is increasing. 

Again, for young people in particular this is devastating: analysis by the Resolution Foundation 
found that the number of 18-24-year-olds on out-of-work benefits with no requirement to 
engage in support services almost doubled between 2019 and the end of last year. 

The absence of any form of activation for the vast majority of claimants on incapacity benefits 
is bad for them, bad for the economy, and bad for taxpayers. More than 15 years ago, in a 
major review of the “social and economic tragedy” of so many working-age people disengaging 
from the labour market due to sickness and disability, the OECD argued: 

“The logic to make every effort to activate an unemployment benefit recipient should also be 
applied to the disability benefit system; for instance, benefit payments should be linked to the 
willingness of the beneficiary to co-operate with the responsible authority and engage in 
employability-enhancing and, where appropriate, job-search activities.” 

It is a heartless system that sees only incapacity in someone with a disability, and rather than 
seek to support them, sets up a bank transfer and forgets about them. There is no kindness 
in writing someone off for life. And it really is life. Less than 1 per cent of those receiving the 
highest rate of UC health (78 per cent of the assessed caseload) move into work each month. 

John Hutton, former Secretary of State for Work and Pensions, put it best in a speech two 
decades ago when he launched New Labour’s green paper on reforming the welfare system: 
“Incapacity benefit remains one of the greatest barriers to social justice in Britain today”. He 
pointed out that “After two years on the benefit, someone is more likely to die or retire than to 
find a new job. This is just not good enough.” 

New Labour understood that it is not cruel to place expectations on someone, providing those 
expectations are matched with suitable support to help that person meet them – it is cruel not 
to. Conditionality was a core building block of New Labour’s proposed reforms: 

https://www.gov.uk/government/statistics/universal-credit-quarterly-statistics-29-april-2013-to-14-may-2026/universal-credit-quarterly-statistics-29-april-2013-to-14-may-2026
https://www.resolutionfoundation.org/app/uploads/2026/04/Lost-in-transition.pdf
https://www.oecd.org/en/publications/2010/11/sickness-disability-and-work-breaking-the-barriers_g1g10adb.html
https://www.gov.uk/government/consultations/pathways-to-work-reforming-benefits-and-support-to-get-britain-working-green-paper/pathways-to-work-reforming-benefits-and-support-to-get-britain-working-green-paper#fn:51
https://www.ukpol.co.uk/john-hutton-2006-speech-on-the-active-welfare-state/
https://assets.publishing.service.gov.uk/media/5a7490f9e5274a410efd09fa/7363.pdf
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“[We] will create a system focused on what people can do rather than what they cannot. 
Everyone will have the support they need to overcome their health problem and move into 
sustainable work. In return, we will make it clear that for the vast majority, ESA will be a 
temporary benefit and people will be expected to take reasonable steps to move into 
employment.” 

Their prediction that within a decade the introduction of ESA would lead to a million fewer 
claimants of incapacity benefits proved painfully wrong – in large part because the new benefit 
replicated the perverse incentives of the old one (higher rates and no conditionality for proving 
you couldn’t do any form of work-related activity at all). Twenty years on, their aspiration for a 
reformed system remains the right one, yet we are no closer to achieving it. 

The consent of the people 

This matters. Not just for those who lives are less because we haven’t dismantled the “barrier 
to social justice”. Not just because the financial cost in lost productive participation and tax 
revenue is so great, or because the expenditure is so eye-wateringly unsustainable. Though 
all this is true. 

It matters because the welfare state exists by public consent; and that is wavering. 

Polling by Ipsos last year found that just 17 per cent of Britons think the benefits system 
performs well at providing value for taxpayers’ money, and just 21 per cent think it performs 
well supporting people to get back to work. The YouGov polling for TBI found the majority of 
the public think “the welfare system is too easy to access and does not do enough to prevent 
misuse”, with just 17 per cent thinking we have the right balance and 16 per cent thinking the 
system is “too strict”. 

The most recent British Social Attitudes (BSA) Survey found just 27 per cent of people think 
the government should spend more on welfare, equal to the all-time low recorded in 2009. 
When asked whether “government should spend more money on welfare benefits for the poor, 
even if it leads to higher taxes”, i.e. linking spend to a mechanism to pay for it, the public 
disagreed – NatCen report support at net negative 15 per cent. 

Polling on two specific measures – the benefit cap and the two-child limit – are instructive, and 
show how the public thinks about fairness in the welfare system. When the benefit cap was 
announced in 2012 (limiting the total amount that households could receive in welfare 
payments, though excluding those in receipt of disability benefits), 71 per cent of the public 
were found to be in favour of it, and the lower the respondent’s income group, the tougher the 
stance. 

When it was first suggested that the two-child limit was lifted last year (a change which came 
into effect from April), polling found that almost 60 per cent of people thought it should be kept, 
with just 25 per cent saying it should be abolished – and there was majority support for the 
limit across the political spectrum. 

Both of these measures, while clearly designed to curb spending, were presented in terms of 
fairness. Explaining the benefit cap, then Work and Pensions Secretary Iain Duncan Smith 
told Parliament: “The principle is that people who are unemployed and on benefits should not 
be receiving more than average earnings. It is a matter of fairness, so that those who are 
working hard and paying their taxes do not feel that someone else will benefit more by not 
playing a full part in society.” Similarly, in relation to the two-child limit, he argued that people 

https://www.ipsos.com/en-uk/benefits-paradox-britons-want-compassion-and-responsibility-reveals-ipsos?utm_source=chatgpt.com
https://ygo-assets-websites-editorial-emea.yougov.net/documents/TBI_Welfare_2_260202.xls_mpqSblw.pdf?
https://natcen.ac.uk/publications/bsa-43-first-look
https://natcen.ac.uk/sites/default/files/2026-09/BSA-43-Welfare.pdf
https://www.survation.com/a-26000-welfare-benefits-cap-survation-survey-checks-public-opinion-daily-star-sunday/
https://yougov.com/en-gb/daily-results/20250715-6143b-2?utm_source=chatgpt.com
https://hansard.parliament.uk/Commons/2011-03-09/debates/11030953000002/WelfareReformBill
https://hansard.parliament.uk/commons/2015-07-20/debates/283c5413-f21b-4527-995a-3cea07deb546/CommonsChamber


HOW WE BROKE THE WELFARE STATE – AN ESSAY 

7 
 

on benefits should have to “make the same financial choices about having children as those 
who are supporting themselves through work”. 

This resonated with the British public. Britons want a compassionate system that appropriately 
supports those who cannot support themselves, but they do not generally believe that people 
should be better off on benefits, and, as Beveridge knew, they want a ‘something for 
something’ system – both in terms of paying in, and in the expectations (the conditions) placed 
on most recipients. Benefit dependency should not be a choice. 

Indeed 53 per cent of Britons would go as far as saying that “Leaving people on financial 
benefits without a clear path forward is morally wrong”, compared to just 25 per cent who are 
more inclined to think “Forcing people back into work when they need financial benefits is 
morally wrong”. 

A new legitimacy 

The public are, however, and have consistently been, much more inclined to support spending 
on disabled people than they are other forms of welfare. But here too sentiment is changing, 
with support for disability benefit spending trending downwards over time. Despite the recent 
headlines reporting the BSA survey finding that fewer than one in ten people support cuts to 
disability benefits, support for more spending is lower than at any point since the question was 
first asked in 1998. 

And the authors of the survey highlight a major caveat in interpreting this data: it is “difficult to 
know exactly which disabled people are being considered when people are answering this 
question. The question specifically references ‘disabled people who cannot work’” (my 
emphasis). This, they say, may be interpreted by respondents as “disabled people who 
genuinely cannot work” (their emphasis). The analysis notes that the public have a hierarchy 
of disability which informs their perception of “deservingness”, “with wheelchair users and 
people with schizophrenia at the top, and people with depression and asthma at the bottom”. 

This is confirmed by that TBI polling, which helpfully asked people what they thought about 
paying cash benefits for different conditions. While 80 per cent of the public agree that people 
with mobility impairments like amputations should always or usually qualify for cash benefits, 
and 70 per cent of people with conditions like schizophrenia and bipolar disorder should, fewer 
than half (46 per cent) think people with neurodevelopmental conditions should, and just 35 
per cent think depression or anxiety should warrant cash payments, with a majority generally 
against. 

This is important because the nature of disability in Britain has shifted, and those latter 
conditions are making up an increasing share. In 2013-14, the Family Resources Survey 
(FRS) recorded 18 per cent of the working-age disabled population reporting a mental health 
condition; the latest FRS, just over a decade on, has 46 per cent reporting this. At the same 
time, mobility impairments have dropped from 55 per cent to 40 per cent. This is reflected in 
benefit claims: excluding those migrating from ESA, 71 per cent of UC health claimants are 
recorded as having a ‘mental or behavioural disorder’ (though DWP does not record whether 
this is their primary condition); and for 40 per cent of PIP claimants, a ‘psychiatric disorder’ is 
their primary condition, by far the biggest disability category. 

Among disabled children, the rise in mental and neurodevelopmental conditions is particularly 
concerning given the implications for their future life chances. The FRS records the most 

https://ygo-assets-websites-editorial-emea.yougov.net/documents/TBI_Welfare_2_260202.xls_mpqSblw.pdf?
https://natcen.ac.uk/sites/default/files/2026-09/BSA-43-Welfare.pdf
https://assets.publishing.service.gov.uk/media/5a80b31ce5274a2e8ab51aad/family-resources-survey-2013-14.pdf
https://www.gov.uk/government/statistics/family-resources-survey-financial-year-2024-to-2025/family-resources-survey-financial-year-2024-to-2025?utm_source=chatgpt.com
https://www.gov.uk/government/statistics/universal-credit-work-capability-assessment-statistics-april-2019-to-march-2026/universal-credit-work-capability-assessment-statistics-april-2019-to-march-2026#uc-work-capability-assessment-medical-conditions
https://www.gov.uk/government/statistics/personal-independence-payment-statistics-to-april-2026/personal-independence-payment-official-statistics-to-april-2026
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common condition as ‘social or behavioural’ impairments, affecting 61 per cent of disabled 
children – the equivalent figure was 38 per cent in 2013-14. Soaring SEND demand tells the 
same story, as does the Child Disability Living Allowance (DLA) caseload. 

It is worth spending a minute on this latter point. The Milburn review  notes that almost 70 per 
cent of the 16 to 24 PIP caseload were formerly recipients of Child DLA, and that half of all 
Child DLA claimants who move to PIP will also claim UC health, the out-of-work benefit. That’s 
a clear route to dependency, with all the associated, negative life impacts we’ve already 
covered. 

And the growth in the Child DLA caseload is astounding. In 2013, 333,000 children in England 
and Wales aged 15 and under were in receipt of Child DLA; a decade on that figure had 
doubled. By mid-last year, a further 150,000 were claiming, and by the end of the Parliament 
the caseload will be around a million. Most of that rise comes from claims for learning 
difficulties, behavioural disorders and ADHD. 

The media has been full of stories about the incredible rise in claims for benefits due to mental 
health and neurodevelopmental conditions – creating greater awareness of this shift among 
the public. 

It is also harder to assess the impact of these now dominant conditions. Where a physical 
disability is usually visible and often permanent, with largely observable and objective impacts, 
for most of the conditions driving the huge increases in benefit demand, these things are not 
true: they are often invisible, fluctuating and subjective, with significant variation in impact from 
person to person. The combination of this, and the almost incomprehensible scale of the 
challenge, appears to have made the public more sceptical. 

In addition to the BSA survey results, last year’s Ipsos poll found significant support for 
requiring more of those on incapacity benefits: 46 per cent of people think “most people should 
be required to take actions to help them return to work or risk losing their health-related 
benefits if they refuse” (37 per cent think the government should offer the support, but it should 
not be mandated). 

Designing a welfare state that is seen as fair, and therefore legitimate, in the eyes of the public 
is much harder today because of these changes – what extra costs should the taxpayer be 
covering for someone with depression or ADHD or anxiety, and how do we assess those costs 
objectively, for example? Is it reasonable for a young person with anxiety to be funded by the 
taxpayer indefinitely? 

A welfare state that lacks legitimacy cannot hold. 

Ballooning and broken 

In 2024-25, Britain spent £320 billion on social security benefits. That figure is set to rise by 
almost £40 billion by the end of this Parliament, by which point it will account for almost a 
quarter of all public spending and 10.8 per cent of GDP. Pensioners account for around 54 
per cent of this expenditure. We spent almost £40 billion on housing benefits, just under £24 
billion on benefits designed to help working-age people with the extra costs of disability, and 
over £30 billion on out-of-work benefits for working-age people with a disability or health 
condition. 

https://www.resolutionfoundation.org/app/uploads/2024/08/Growing-Pressures.pdf?utm_source=chatgpt.com
https://questions-statements.parliament.uk/written-questions/detail/2026-01-23/HL13888/?utm_source=chatgpt.com
https://ifs.org.uk/publications/support-children-disabilities-and-special-educational-needs?utm_source=chatgpt.com
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To put that in context, we spend more on non-pensioner welfare payments than we do on 
defence of the realm, or policing our streets, or educating our children. In fact, taking that 
2024-25 figure (the latest outturn figure for benefit expenditure) we spent more on benefit 
payments to working-age people and children than we did on the defence and schools budgets 
combined. 

Shockingly, despite spending £55 billion on extra-cost and incapacity benefits, plus substantial 
additional support towards housing cost, Joseph Rowntree Foundation (JRF) analysis finds 
that a third of disabled working-age adults are living in relative poverty – twice the rate of non-
disabled adults. As the JRF point out, higher rates of worklessness among disabled people 
directly contributes to the higher poverty rates (the disability employment gap is almost 30 
percentage points). And as we have seen, the benefits system does almost nothing to address 
this. 

To the contrary, it is in fact designed in such a way that dependency is incentivised (to get 
more money, with no conditions, you must prove you have no capability at all) and claimants 
become trapped once in the system (trying work risks that higher payment, and as we have 
seen, someone’s health, as well as their job prospects, deteriorate the longer they are out of 
work). Adding to this, the Timms interim report found that receipt of PIP, despite being an in- 
and out-of-work benefit, may actually reduce employment by providing additional income – 
there is, after all, no requirement to prove the extra costs incurred, nor to spend the cash on 
those costs. PIP is, to all intents and purposes, just an income top-up. 

And the bill is set to balloon even further. Between 2024-25 and the end of this Parliament, 
overall spending on working-age benefits is set to increase by 12 per cent. This significant real 
terms increase is driven in large part by spending on extra-cost and incapacity benefits, and 
largely the former. Total spending on disability benefits for working-age people – essentially 
PIP – is set to increase by almost 40 per cent, with a million more people claiming over that 
short period. 

These numbers, and the projected increases, are set against a backdrop of advancement in 
technology and treatments and workplace adaptations that should be enabling greater 
independence and inclusion. And the period since the pandemic, which has seen such a big 
jump in incapacity claims, has seen a significant shift towards working from home which should 
have enabled greater participation. 

The numbers must also be situated within a fiscal context that is dire and declining, and 
economic growth forecasts that are anaemic. 

All of which means we have a welfare system that is requiring an ever greater share of 
taxpayers’ money, delivering poor outcomes for those using it (with the system often seen as 
impersonal, difficult and even cruel), and losing the support of the British public. 

It is morally and financially bankrupt, and almost unrecognisable from Beveridge’s original 
vision. 

Not inevitable 

Yet just as Beveridge made a series of choices in designing the post-war social security 
system, we too have made a series of decisions that have led us here. This was not the 
inevitable end-point, and by definition, a different set of design choices can deliver a different 
system with different outcomes. 

https://www.jrf.org.uk/uk-poverty-statistics/disability
https://www.gov.uk/government/statistics/the-employment-of-disabled-people-2025/the-employment-of-disabled-people-2025
https://www.gov.uk/government/publications/timms-review-of-personal-independence-payment-interim-report/annex-b-dwp-evidence-pack
https://www.gov.uk/government/publications/timms-review-of-personal-independence-payment-interim-report/the-timms-review-of-personal-independence-payment-interim-report
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Britain is not the only nation whose population is growing sicker and more disabled. Nor are 
we unusual in our rising rates of mental ill health among young people. Many other countries 
are grappling with this. But we are an outlier in the welfare implications of these since the 
pandemic (the period in which these trends have accelerated), with the IFS calling it “largely 
a UK phenomenon”. They found that of the 11 countries for which there was comparable data, 
eight saw a decrease in benefit claims, two saw a small increase, and just Denmark saw a 
notable increase – which was still less than half the rate of the UK’s increase. That implies the 
design of our system itself is contributing to high dependency rates. 

And Britain is unusual in the choices it has made. This can be seen in the erosion of the 
contributory principle, the scrapping of more generous payments for those who have paid in 
versus those who have not, and the resultant, meagre replacement rate. But it can also be 
seen in the relative openness of disability and incapacity benefits, and the lack of conditionality 
applied to claimants. Few countries, for example, have extra-cost benefits, and those that do 
are much tougher on their evidence requirements, and other comparable countries have 
stricter gateways to incapacity benefits and mandate engagement in support services. We will 
be publishing a deep dive looking at this. 

Reforming the system will require touch choices. Addressing the perverse incentives and 
curbing the ballooning costs will lead to fewer people being eligible, and more being asked of 
those who are. There will, to use that emotive term, be ‘losers’. 

But who can seriously argue that many of those potential losers are not, in fact, losing now? 
A young person, suffering from depression and anxiety, parked on not much more than 
subsistence benefits, further isolated, disengaged from society, health worsening and with 
ever-diminishing prospects. Consigned to a life not lived, but elapsing. A middle-aged 
claimant, signed off sick with back pain, who now rarely sees anyone, rarely goes out; sinking 
into depression, and becoming less and less mobile as their condition worsens from lack of 
movement or treatment. Experiencing a slow detachment from work and community, until their 
life is the four walls of their house and the local corner shop. This cannot be deemed a 
success. 

For those for whom mainstream paid work is not, and never will be, a reasonable proposition, 
we should provide unconditional care and support. We should help them to live their lives to 
the fullest. But for many people currently on incapacity benefits, often also claiming PIP, 
helping them to live their life to the fullest means expecting more of them. And they should 
expect more from the welfare system in return – the flip side of requiring people to engage in 
the things that will help them move towards work is actually providing those things. 

The need for serious, radical reform is urgent. 

Towards a new model 

Plotting a new way forward means being clear on what the purpose of the welfare state is, 
and, crucially, the principles – values – that underpin it. 

It means being explicit about the trade-offs and tensions when different objectives collide. 
Prioritising work incentives will lead to different design choices than prioritising guaranteeing 
a certain standard of living. Prioritising fairness to taxpayers will lead to a different model than 
prioritising choice for recipients. 

https://ifs.org.uk/publications/health-related-benefit-claims-post-pandemic-uk-trends-and-global-context
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Fudging these fundamental questions will see us carry on with a broken system that pleases 
no one. A new social contract is needed. 

This essay marks the launch of Re:State’s ‘Re:Imagining Welfare’ programme and in shaping 
it we started with the question: ‘what is the social security system for?’ 

We believe that the system must be fair to both those receiving benefits and those funding 
them, and that someone on benefits should not be able to live a lifestyle that someone working 
could not afford. The system should be designed to support people not to need social security 
at all. 

We believe that the welfare state should provide a safety net for those who find themselves in 
need, and that support should be as temporary as possible. We believe that where an 
individual has consistently paid in, that temporary net should, for a short period, provide a 
minimum income-replacement rate that allows them to make adjustments in their outgoings 
or get back into work quickly, after which the rate should drop to below the minimum wage to 
create clear work incentives. 

We believe that greater generosity should be shown to those for whom paid work will never 
be expected due to a disability or health condition, in order to enable those who fall into this 
category to live as independently as possible. The gateway to this additional support should 
be strict, requiring clear medical evidence of severity and permanence, and should not be 
provided via income-replacement benefits to avoid the perverse incentives of today’s system. 

We believe that for all but those deemed unable to ever work, conditionality should be a core 
part of the system. To meet our fairness test, anyone with capacity for work now, or judged to 
have future capacity, must take steps to move towards work. That should include engaging in 
tailored support to address barriers to work, whether employment and skills specific activities, 
or more holistic support relating to, for example, health conditions. 

We believe that the State must fulfil its side of the contract, and ensure claimants can access 
appropriate personalised support. But we believe that local areas are better placed to provide 
this support and that a national service is too cumbersome, bureaucratic and distrusted. We 
believe that incentives should be built in, throughout the system, to drive better outcomes for 
individuals, families and the taxpayer. 

This is our starting point, and from this we will put forward a blueprint for a new model – rooted 
in legitimacy, responsive to today’s demand, and sustainable for the future. 

We once again face a “revolutionary moment”, Beveridge would tell us: now is not the time for 
“patching”. 
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