
Explanatory note by Child Poverty Action Group 

This note is authored by CPAG and its content is not attributable to ISER. It is to supplement the ISER 

paper with a short explanation of the key points of importance CPAG believe arise from our reading 

of the ISER analysis. 

1. New analysis prepared for CPAG by the Institute for Social and Economic Research (ISER) at 

Essex University highlights how the expected budget announcement on capping Annually 

Managed Expenditure (AME) could drive up UK child poverty rates. 

2. The ISER analysis provides a comparison of the effect of the 2012 tax-benefit systems on child 

poverty across the EU27:  

 Figure 1 demonstrates that the UK’s child poverty starting point is very high – we have the 

second highest child poverty rate before taxes and benefits in the EU27. 

 As a result, our benefits system has to do a lot more heavy lifting than it does in many other 

countries. Figure 2 shows that the redistributive effect of the UK benefits system in 2012 

was the highest in the EU27. 

 If we cut social security without taking effective action to bring down our pre-tax and 

transfer child poverty rate, we potentially leave millions more children exposed to poverty; 

but even in countries with better pre-tax and transfer starting points than the UK, social 

security remains an essential policy tool for reducing child poverty. The AME cap will tie the 

hands of future governments with respect to poverty reduction. 

3. While child poverty is responsive to, and requires, many different types of policy intervention, 

international evidence shows that social security is an essential tool for reducing child poverty. 

4. Cuts to working age social security were made under the claim that “we are all in it together” 

and that in an age of austerity, belts needed to be tightened across the income distribution. 

 The AME cap will lock these (and potentially other) poverty-producing cuts in for future 

parliaments. 

 Because of the way the AME cap will be structured – set in cash terms for the course of a 

parliament and not reset even if projections on which it is based prove inaccurate – there is 

also a significant risk that its real value will erode over time. 

5. By 2014/15, the working age social security spend will be £22 billion less a year than in 2010/11 

– this is a cut of almost a fifth over one parliament. 

 These cuts have been poverty-producing. The Institute for Fiscal Studies IFS estimates that 

there are now 300,000 more children living in poverty in the UK than there were in 2010; 

and a further 150,000 will be impoverished by the end of the parliament.   

 The IFS makes clear that cuts to social security are the primary driver of this growth in child 

poverty. 


