Exercise 6: Working with income lists (DefIl)
Modifying the benefit cap using benefit lists (DefIl)
Objectives
We will analyse the distributional and budgetary effects of excluding child benefit from the benefits cap.
Directions
· Open UKMOD and access the UK policy descriptions.
· Copy the UK_2026 system and call the copy UK_2026_ex6.
· Analyse existing simulation of the benefit cap.
· Identify the income list used to evaluate benefits subject to the benefit cap.
· Alter the income list to omit child benefit.
· Save the model changes.
· Run both UK_2026 and UK_2026_ex6.
· Use the Statistics Presenter’s Baseline/Reform template to analyse effects of the reform.


Exercise 6: Working with income lists (DefIl)
Step-by-step solutions and further information
Step 1: Add a new system
This step is the same as for Exercise 1 – see the notes to that exercise for extended details.
· Open the UK model, by clicking on the UK country flag. 
· To work more easily with the UK_2026 system, limit the display by right-clicking on the system name (UK_2026), selecting move to hidden system box and then selecting all systems but selected. 
· Right-click the system heading (UK_2026) and select the option copy/paste system, entering the new system name UK_2026_ex6.
Step 2: Analyse the bcap_uk policy
· Access the search tool by pressing Ctrl+F to find the policy bcap_uk.
· You could also search for all instances of “benefit cap”, which would indicate relevant components via text under the Comment column.
· Expand the bcap_uk policy by double clicking on it.
Figure 1: The bcap_uk policy
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Explore the policy to consider what functions are used, how they relate to one another, which income list(s) are used, which benefits are affected, what is the tax unit for analysis, what variables are generated, etc.  Refer to the comment column to gain a quick appreciation for what each of the policy’s components do.
Step 3: Implement the desired reform
We will implement the reform via the income list that aggregates the benefits subject to the benefit cap (il_bencap). 
· [bookmark: _Hlk134803055]Navigate to the top right cell of the EUROMOD display (Ctrl+Home).
· Open the search tool and find references for il_bencap.
Figure 2: Components of the il_bencap income list
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· Note that Child benefit is included in the comment column under the list of Benefits capped, defined by variable bch_s (as in Exercises 2, 3 and 4).
· Adjacent to bch_s (row 8.24.12), under the UK_2026_ex6 system, replace + with n/a.



Step 4: Run the model and analyse the output
This step is similar to Exercise 2 – see the notes to that exercise for extended details.
· Save the model.
· Run the model for the two systems of interest (UK_2026 and UK_2026_ex6).
· Remember to change the Dataset to training_data. 
· Start the Statistics Presenter and select the Baseline/Reform template.
· Select output data to assume for the baseline and alternative scenarios.
· Inspect the results.
Figure 3a: Inspect the results
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Figure 3b: Inspect the results
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UKMOD Statistics - Baseline vs Reforms
Results for United Kingdom: UK_2026 vs UK_2026_ex6

Fiscal Overview | Poverty (fixed)  Poverty (floating) ~ Inequality  Mean HH income (equ) ~ Share of Inc.

Gainers/Losers  CutOffs  Metadata

Government expenditure on benefits and tax credits 18,084.68 18,108.24 23.56
.. means-tested non-pension benefits. 6,769.58 6,793.14 23.56
(simulated benefits)
Universal Cre 4,335.83 4,335.83 0.00
(-) Benefit cap (reducing Universal Credit) 37.15 12,52 2462
Income Support & income-based Jobseekers Allowance (unless simulated separately) 0.00 0.00 0.00
Income-based Jobseeker's Allowance 0.00 0.00 0.00
Income-related Employment and Support Allowance 0.00 0.00 0.00
pension Credit 457.62 457.62 0.00
Council Tax Benefit/Reduction 361.66 361.66 0.00
Housing Benefit 328.40 328.40 0.00
(-) Benefit cap (reducing Housing Benefit) 0.00 0.00 0.00
Working Tax Credit 0.00 0.00 0.00
Child Tax Cre 0.00 0.00 0.00
Sure Start Maternity Grant 2.85 2.85 0.00
Healthy Start (food) voucher 14.40 14.40 0.00
Best Start Grant (Scotland) 275 275 0.00
Scottish Child Payment (including bridging) 59.38 59.38 0.00
Best Start foods (Scotland) 2.12 212 0.00
Free School meals (Scotland) 368.85 368.85 0.00
School dlothing grant (Scotland) 27.11 27.11 0.00
Discretionary Housing Payments (Scotland) 12.48 11.42 -1.06
0.00 0.00 0.00
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UKMOD Statistics - Baseline vs Reforms
Results for United Kingdom: UK_2026 vs UK_2026_ex6

Fiscal Overview | Poverty (fixed) | Poverty (floating) ~ Inequality ~ Mean HH income (equ) ~ Share of Inc.

Gainers/Losers  CutOffs  Metadata
Basic poverty indices using a fixed poverty line @

Poverty indicators (based on incomes BHC)

UK_2026 (base) UK_2026_ex6 | Difference

to base
Poverty Headcount 1539 % 15.32% -0.07pp
Poverty Headcount number 656,800 653,700 -3,100
Poverty Gap 15.91% 15.42% -0.49pp

Fixed Poverty Line 388.37

Poverty indicators (based on incomes AHC)

UK_2026 (base) UK_2026_ex6 | Difference

to base
Poverty Headcount 1535 % 15.27 % -0.08pp
Poverty Headcount number 655,000 651,600 -3,400
Poverty Gap 15.96 % 15.48 % -0.49pp
Fixed Poverty Line 388.63

Poverty headcount by decile (based on incomes BHC)

Poverty Rates  Poverty Rates for Difference | Poverty Count  Poverty Count for Difference
for UK_2026 UK_2026_ex6  to base for UK 2026 UK 2026_ex6  to base

{(base) (base)
Decile 1 100.00 % 100.00 % 0.00pp 427,000 427,000 000
53.86 % 53.13%  -0.73pp 229,800 226,700 -3,100
Decile 3 0.00 % 0.00% 0.00pp 000 000 000
Decile 4 0.00 % 0.00% 0.00pp 000 000 000
0.00 % 0.00% 0.00nn a0 ann 000
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