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in employment, but for low-income families
these are outweighed by recent cuts and freezes
to benefits. 

The cost of a child in 2015
The minimum additional cost of a first child in a
family, including housing and childcare costs, is
£158,976.15 in total from birth to age 18 (or
£169.38 per week) for a couple, and £184,660.87
in total (or £196.75 per week) for a lone parent.
The additional cost of a second child is some-
what less, at £140,633.29 (£149.84 per week)
for a couple and £150,017.73 (£159.84 per
week) for a single parent. 

The cost of a child

Since 2012, Child Poverty Action Group and the

Joseph Rowntree Foundation have been measuring

the cost of a child and the adequacy of family

incomes and benefit levels. This year, for the first

time, the project also assessed the additional

costs facing families in London. Josephine Tucker

provides a rundown of this year’s findings.

Calculating the cost of a child
The cost of a child is calculated based on the
‘minimum income standard’, developed by the
Centre for Research in Social Policy at Lough-
borough University and the Family Budget Unit
at the University of York and updated each year.
The minimum income standard is based on the
cost of a basket of goods and services, which
members of the public believe constitute a min-
imum acceptable standard of living (see below).
Different standards are developed for different
family types. 

Costs are calculated separately for each child in
a family, based on the difference that the pres-
ence of the child makes to the overall family
budget. This includes not only items required by
the child but the additional cost of a larger
home and of running a car, for example. 

Costs are calculated both with and without hous-
ing and childcare costs, because these costs
vary significantly between families (depending
on region, working pattern and housing sector)
and may be covered wholly or partly by state
support. Housing costs, when included, are
based on social rents in relatively cheap areas
of the country, which means that for families in
private housing or more expensive locations the
real cost of a child may be considerably higher. 

Context
In recent years household costs have risen
while incomes have not, leaving many families
struggling. Since 2008, the cost of living has
risen by 25 per cent, while earnings have only
risen by 11 per cent. Most prices have now sta-
bilised, with inflation close to zero, although the
cost of rent and childcare – often major items of
expenditure for families – has continued to rise.
We have begun to see wage growth and a rise

What does the minimum income standard include?

The minimum income standard includes the goods and services necessary for a healthy life,
and for participation in social, cultural and recreational activities, to a level deemed by the public
to constitute an acceptable standard of living. It covers: nutritious food; suitable clothing for all
seasons; housing costs and utilities; health and personal care costs; transport costs; basic
furniture; a TV; a computer and internet access; day trips with children; an inexpensive regular
leisure activity (such as swimming); occasional treats such as meals out or cinema trips;
birthday and Christmas presents for family members; and an inexpensive week-long self-
catered holiday each year.
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Figure 1: The increasing cost of a child, 2012 to 2015
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London: an extra burden
Looking at the impact of additional costs in
London not only tells us about the realities of
family budgets in the most expensive part of the
country, but also sounds a note of warning for
other places where costs are rising rapidly.
Parents in London face substantially higher
costs for childcare and rent than those else-
where. (All examples below use prices from the
midlands to represent prices outside London,
though of course there are regional variations.)

Averaging the costs of a first and second child
gives a reasonable indication of the ‘typical’
cost of a child. Using this measure, the total
cost of a child from birth to age 18 has now
reached £149,805 for a couple and £167,339
for a lone parent. This cost is 5 per cent higher
for a couple, and a staggering 8 per cent high-
er for a single parent, than in 2012. The cost of
a child has only risen by around 1 per cent since
2014, reflecting low inflation. But average child-
care costs have risen by 3 per cent in the last
year and average rents by 2 per cent, so house-
holds that pay for these will have seen a steep-
er rise. And despite recent flattening, overall,
the cost of a child remains high.

How do children’s benefits stack up?
Child benefit and child tax credit, at current lev-
els, cover up to 84.3 per cent of the cost of a
child (excluding housing, council tax and child-
care) for a couple, and 72.7 per cent for a lone-
parent family. Successive real-terms cuts to
benefits mean that these rates of support have
fallen from 86.7 per cent and 78.3 per cent
respectively in 2012. So low-income families
have increasingly had to find money from else-
where to meet the needs of their children –
money which for many, whether in or out of
work, may simply not be there.

How adequate are family incomes?                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  
The research also examined the adequacy of
family disposable incomes from both work and
benefits (after childcare, rent and council tax have
been paid for) in relation to the income needed
to support the whole family. The following
examples consider families with two children
aged three and seven.

Examples

A family in which a couple both work full
time (37.5 hours per week) on the national
median wage have a total income of barely
more (106 per cent) than the minimum
requirement of £743 per week – just £45 per
week more than the minimum for an accept-
able standard of living.  A single parent of
two children, even working full time on the
national median wage and claiming tax
credits, yields only 91.3 per cent of the
income needed – a shortfall of almost 9 per
cent. In 2012, the figures were 108.2 per
cent for couples and 94.1 per cent for lone
parents. Work is therefore paying even
median-earning families less and less.

A couple working full time for the national
minimum wage take home just 83.6 per
cent of their family’s minimum required
income, and a lone parent 87.2 per cent
(down from 84.5 per cent and 90.4 per cent
in 2012) – £119 short each week. Increases
in the cost of living and reductions in tax
credits have reduced income sufficiency
since 2012, although the very low levels of
inflation over the last year, combined with a
1 per cent increase in in-work support,
allowed a small increase of around 1 per
cent since 2014. Nonetheless, the minimum
wage is clearly failing to provide for a mini-
mum acceptable standard of living, even
when topped up with in-work benefits.

A family in which all adults are out of work
can afford only around 60 per cent of mini-
mum family costs (57.2 per cent for a couple
and 60.7 per cent for a lone parent), down
over 2.5 per cent since 2012. An out-of-
work couple with two children is a shocking
£318 short per week. Out-of-work benefits
are clearly utterly inadequate to provide
families with a minimum socially acceptable
standard of living.
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While the occupancy rules require two children
under ten, of either sex, to share a bedroom, the
minimum income standard research found that
most members of the public do not agree that a
seven-year-old boy and a three-year-old girl (for
example) should have to share a room. Thanks
to the combination of higher rents and the cur-
tailment of housing benefit payments where
parents are deemed to have too big a house,
the cost of providing a separate bedroom for a
second child is around £20 per week for social
housing in Inner London and an eye-watering
£105 per week in the private sector. 

Even when children share rooms, it is increas-
ingly difficult for families to find homes below
this reference rent in the private sector in

A couple with two children aged four and ten
outside London pay around £165 per week for
childcare. In Inner London, the price is some 
50 per cent higher – almost £250. For parents 
of two younger children, the cost of childcare
for parents in full-time work reaches almost
£360 per week in London, compared with £229
outside. 

The higher starting cost of childcare in London
also means that parents on tax credits receive a
lower effective percentage subsidy than those
outside London, further increasing what families
must cover from their own pocket. The maxi-
mum childcare cost eligible for subsidy is
capped at £175 for a single child and £300 for
two or more. While the entire £229 cost outside
London is therefore currently eligible for a 70
per cent subsidy for those receiving tax credits,
reducing the cost to parents to around £69 per
week, only £300 of the £358 paid by a London
family is eligible, meaning that the total cost
borne by parents is £148 – more than twice as
much as outside London. London’s childcare
costs have risen by 41 per cent since 2010
alone, yet the amount eligible for subsidy has
not been uprated in ten years. 

The inadequacy of subsidies for childcare,
together with the withdrawal of tax credits as
income increases, significantly reduce the
incentive for London parents on tax credits to
increase their working hours. Moving from 20 to
21 hours work per week yields only an addition-
al £2.10 after childcare costs, while moving
from 32 to 33 hours per week costs parents £4.
Under universal credit these numbers will look
even worse, due to higher withdrawal rates,
even though households will benefit from a
higher rate of subsidy on the eligible amounts. 

The cost of housing in London, particularly for
the many families renting privately, is also con-
siderably higher than elsewhere. While a couple
renting outside London would expect to pay an
additional £8 per week to accommodate a first
child if in social housing, or £13 per week in the
private sector, a couple in Inner London would
see their rent increase by £14 in social housing
or a staggering £79 per week if renting privately,
with the arrival of a first child.

In theory, out-of-work families have their full
housing costs covered by housing benefit.
However, in practice, large numbers of tenants
in London find that a portion of their rent is 
ineligible, either due to ‘under-occupancy’ or
because the cost is so high that it takes their
total benefits above the benefit cap. 

‘Scorecard’: cost of a child in 2015

A. How much extra a child adds to family costs, Minimum additional cost of a child
and how much benefits contribute to this cost (averaged for first and second child)

Couple Lone parent

1. Basic cost over 18 years £84,188 £97,576

2. Full cost over 18 years £149,805 £167,339

3. Percentage of basic cost covered by child benefit 19% 17%

4. Percentage of basic cost covered by child benefit 84% 73%
plus maximum child tax credit

B. The extent to which families have enough Net income as a percentage of
to cover the minimum cost of living minimum family costs (family with

two children, aged 3 and 7)

Couple Lone parent

5. Not working 57% 61%

6. Each parent working full time on the national 84% 87%
minimum wage

7. Each parent working full time on the median wage 106% 91%

Note: ‘Basic cost’ does not include rent, childcare or council tax. ‘Net income’ refers to disposable income, after 
subtracting rent, childcare and council tax.

Figure 1: Declining adequacy of family incomes since 2012
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London. Reference rents have increased by just
1 per cent per year for the last two years, and
will be frozen from 2016, while actual rental
costs have risen by 3 per cent per year and are
likely to continue to spiral.

Higher rents in London also make it much more
likely that out-of-work families will be affected
by the benefit cap. Families renting in the pri-
vate sector in Inner London, even at the refer-
ence rent, are already hit by the £26,000 benefit
cap, so will lose a further £3,000 per year when
the cap is reduced. Even a small family – a lone
parent with one child – will find that they are
£100 short each week under the reduced cap
when renting at the reference rate. For larger
families, the shortfall will be greater.  

Out-of-work families will simply be unable to
afford private rents in London, and with more
than 250,000 households already on waiting
lists for local authority housing in London, it will
not be realistic for the majority of these to move
into social housing. Given that children are
already expected to share bedrooms, finding
smaller accommodation is also unlikely to be
possible for most. Finding work is one way to
escape the cap, but only one in seven families
affected is in a category which is officially
expected to seek work. The most likely out-
come is that large numbers of people are forced
to leave London. This forecast has been
described as a ‘canary in a coalmine’ for other
parts of the country where costs of living, par-
ticularly housing, are rising rapidly.

The impact of future welfare reforms
The research also asked what impact future
benefit reforms will have on the budgets of low-
income families. Overall, the forecast is of a net
loss for most families and a deterioration in liv-
ing standards, in some cases very severe. And
this is assuming only small increases in costs.
Should inflation rise more steeply, the impact
could be more alarming still.

Real-terms cuts in working-age benefits
Working-age benefits are to be frozen for at
least four years. Yet during this period prices are
expected to rise by around 7 per cent, meaning
£6 to £8 extra per week for the cost of a first
child. From 2017, new claimants will also lose
the family element of child tax credit, worth
£10.45 per week.

Faster withdrawal of in-work benefits
The ‘income disregards’ – the level of earnings
at which tax credits and universal credit are
withdrawn – have been cut and subsequently

frozen. The ‘taper’ (rate of withdrawal) is also to
be increased. Together, these mean a loss of
£24 per week for working families on tax credits,
and smaller losses for families on universal
credit. The decision not to uprate disregards in
line with rising earnings, or with inflation, means
that even parents working full time on the mini-
mum wage will see fairly limited cash gains from
the planned increase in the minimum wage –
just £6.50 per week after accounting for tax,
national insurance and the withdrawal of benefits.

Increased support for childcare
The planned doubling of free childcare hours for
three- and four-year-olds from 2017 (from 15 to
30 hours per week), plus the increase in subsidy
to 85 per cent of childcare costs under univer-
sal credit, will make childcare more affordable
for some. Parents of a young child who current-
ly spend a lot on childcare could see costs
reduced by as much as £25 per week, although
there are few families on low incomes in this
position and the gain is more than outweighed
by other cuts. For those families who already
pay more than the maximum allowance for
childcare support, however, they will still have
to bear the full extent of any rise in costs.

Lowering of the benefit cap
Families already affected by the benefit cap of
£26,000 will see their income fall by £3,000 a
year (£58 per week) in London, or £6,000 (£115
per week) outside London, when the cap is
reduced to £23,000 and £20,000 respectively.
This can be expected to create new levels of
vulnerability. While out-of-work benefits until
recently covered around two-thirds of minimum
living costs, this will typically be cut to less than
half, even in parts of the country with medium
rents. In areas with high rents, such as parts of
Inner London, the percentage of needs met by
out-of-work benefits after housing costs could
fall to as little as 14 per cent.

Limiting child tax credit to two children
This policy will have little effect on those already
hit by the benefit cap, as their benefits are already
limited. However, it is likely to hit larger families
hard in the future. Currently, the £53.20 per week
child element of child tax credit makes up 16 per
cent of minimum family costs for a couple with
three children in low-paid work – money which
would be unavailable to families in the future
and at a loss of £3,670 a year on average.  ■

Josephine Tucker is Senior Policy and Research Officer
at CPAG

The Cost of a Child in 2015, by Donald Hirsch and Children
in London: the extra cost are both published by CPAG.
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