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What could a £6bn cut to Universal Credit do to UK businesses?  

G15 residents have benefitted from government’s £20 a week uplift over the past year, with many saying that 

the extra entitlement has allowed them to feed their families, heat their homes, home-school their children, 

and avoid the worst of the terrible financial hardship caused by the global pandemic. 

But we are not out of the crisis yet. On 3rd March the Chancellor must announce a continuation of the 

additional entitlement to help many families make ends meet. 

And looking beyond the crisis - when the UK is able to return slowly to normal life, we need to do all we can to 

avert further economic disaster, which means stimulating the economy. And since self-evidently welfare 

claimants will tend to save less and spend more, the welfare system provides a way to do this that creates high 

value for money to the taxpayer as well as targeting support at those who are most in need. 

We’ve used Office for National Statistics data to check what households at the 20th percentile of the income 

distribution (a reasonable benchmark for Universal Credit claimants) spend money on, so we can see where a 

£6bn cut to entitlements (the cost of the £20 uplift for a year) would do to different sectors of the economy. 

To contextualise this, we’ve included what some well-known business take in in an average year. Clearly not all 

of a £6bn cut would fall on these business - it would be spread across each sector. But to understand the 

effects at such a critical time for the UK economy, we thought it useful to understand the magnitude of what 

£6bn means. 

Figure 1: Business impact of removing £6bn additional Universal Credit entitlement 

 

https://www.ons.gov.uk/peoplepopulationandcommunity/personalandhouseholdfinances/expenditure/datasets/familyspendingworkbook1detailedexpenditureandtrends


How would London’s £865m share divide among the boroughs? 

Figure 2 shows how each London borough is currently affected by the uplift and what cutting it 

would mean, using the latest data on how many households claim Universal Credit. 

Boroughs that are already poorer would be hit harder, and boroughs that are already richer would 

bear less of the cost. This distributional effect would be even more pronounced at the national level, 

contrary to government’s levelling up agenda. 

Figure 2: Value of the Universal Credit uplift for London boroughs, £millions 
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How many SMEs could be put out of business? 

As above, numbers in millions and billions can be hard to grasp in terms of their effect on the 

economy, both nationally and locally. 

Using the same assumptions about expenditure splits we did earlier, combined with London’s 

average small to medium size enterprise (SME) turnover,1 we can look at what a reversal of the uplift 

could mean for businesses locally. 

Figure 3 shows how many SMEs would be put entirely out of business if the cut fell on SMEs. 

Naturally, it wouldn’t fall entirely on SMEs, just as it wouldn’t fall entirely on the big brands we 

mentioned in the earlier section - but it is useful to contextualise the large numbers at stake. 

We show three selected London boroughs, as well as the London total. 

Figure 3: Number of entire SMEs’ worth of business income removing the uplift equates to 

 

Croydon 
£47m cut 

Brent 
£37m cut 

Hackney 
£31m cut 

London 
£685m cut 

Food 10 8 7 185 

Clothing/footwear 3 2 2 48 

Restaurants/hotels 5 4 3 87 

Household goods 4 3 3 77 

Recreation/culture 8 6 5 148 

Other 41 33 27 762 

Total 71 57 47 1,307 

 

In Croydon, the borough that would be hit hardest, taking £20 each week from Universal Credit 

claimants would mean they have £47m less to spend over the course of a year. This is equivalent to 

71 SME businesses in Croydon, potentially including ten local food shops, three local clothes 

retailers, and five local restaurants. 

Looking at London as a whole, 1,307 SMEs’ worth of yearly turnover would be totally wiped by a 

removal of the £20 uplift. 

  

 
1 An SME is a private business with fewer than 250 employees. 
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