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27th November 2013 

 

 

Dear Chancellor of the Exchequer 

 

Child poverty and Autumn Statement 2013 

 

Thank you for the letter we received from you in July reiterating your commitment to reducing child 

poverty and confirming the government’s support for the Child Poverty Act 2010.  

 

As we approach the Autumn Statement, Child Poverty Action Group (CPAG) would like to draw your 

attention to three key areas where we believe the government could do more to help low-income 

families manage the high cost of living.  

 

 

1. Childcare and universal credit 

 

Despite popular perceptions, forthcoming research from CPAG shows that low-income parents have an 

overwhelming desire to work, both in order to improve their family finances and to set a good example 

for their children. However, the research also shows that those on low, and often sporadic, wages 

frequently struggle to cover the high costs of childcare. 
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In 2012, CPAG welcomed the government’s commitment to extend childcare support to all working 

parents on universal credit (UC). In addition, we were pleased by the announcement in March this year 

that funds would be found to provide additional levels of childcare assistance for some claiming UC. 

However, in our view, the proposal to end-load this new support by targeting it at only those 

households in which all parents earn above the personal tax allowance (PTA) is neither an effective nor 

efficient way of supporting low-income families to work.  

 

To begin with, evidence shows that low-income parents already struggle to understand childcare 

entitlements and the introduction of a new income-rule will make the system even more obscure 

for many parents. Second, linking higher levels of childcare support with the PTA does little to 

improve work incentives for the majority of the UC distribution. And third, the proposed two-tier 

system clearly rewards those working at higher hourly rates rather than those working the 

hardest: a family with two earners both working at the median wage would qualify for additional 

support under the new scheme once they both work 17 hours, for example, while a couple with 

one partner working full-time and the other working at national minimum wage for 30 hours a 

week will not be eligible for any extra help. 

 

Given these (and indeed other) shortcomings, we urge you to consider whether a further £200 

million can be found at this point in time to ensure that all low-income families on UC receive 

support with 85 per cent of their childcare costs in the future, thereby increasing work incentives 

across the board as well as maintaining the simplicity of the new UC system. There may, for 

example, be savings that could be made by adjusting the tax-free childcare scheme which, as 

proposed, will benefit parents earning up to nearly £300k with the costs of childcare for all their 

children. Money could also be found by reducing the earnings ceiling or limiting it to two children 

only as is the case for UC. 

 

 

 

2. Tackling low pay  

 

CPAG’s annual research ‘The cost of a child’ shows that despite working very hard to support their 

families, many parents simply cannot earn enough to make ends meet. Indeed, this year’s publication 

shows that a couple family with two children in which both parents work full time at national minimum 

wage (NMW) net an income sufficient to cover only 83 per cent of their minimum needs. It is not 

surprising, then, that in-work poverty is a growing phenomenon: the government’s latest poverty 

statistics show, for example, that two thirds of children living in poverty in the UK today have at least 

one working parent.  

 

Increasing the real value of the NMW is essential if the government is truly committed to tackling in-

work poverty. While we recognise that the government has adhered to the recommendations of the 

Low Pay Commission when uprating the levels of the NMW over the past three years, we also note 

that its real value has declined over by more than 4 per cent in this period. Given this, we urge the 

government to move towards a stable settlement with respect to the NMW, and to incentivise more 

employers to pay the living wage.  
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We remain concerned that the government’s key policy designed to assist working families – that of 

increasing the personal tax allowance – benefits those on higher earnings rather than those who are 

most in need of support. Critically, low income families that gain in the first instance from the policy 

see much of its value evaporate as other benefits they receive are adjusted accordingly. Any additional 

income the 56 per cent of families who will be in receipt of universal credit receive as a result of larger 

personal allowances will be tapered away at 65%.  

 

We remain convinced that the money required to fund any further extension of the personal 

allowance threshold could have far higher poverty reduction impacts if invested in other ways. If the 

government does extend personal tax allowances further up the income scale, however, we ask that 

you consider changing the disregards for housing benefit, council tax benefit and, in the future, UC, to 

ensure that low-income families all are able to keep the full value of raised thresholds.  

   

 

 

3. Child benefit  

 

There is a longstanding recognition in advanced economies like the UK that wages alone cannot 

protect against child poverty, a truth confirmed by our ‘The cost of a child’ research. As a result, family 

benefits will always be a critical and necessary supplement to earnings during the expensive childhood 

years.  

 

In the light of this, CPAG remains profoundly concerned about decisions made by the government in 

the course of this parliament that have eroded the real value of child benefit. This vital source of 

support for low- and middle-income parents alike will have lost almost 15 per cent of its worth by 

2015/16 as a result of the three year freeze and subsequent two years of 1 per cent uprating. In 

practical terms, if the real value of child benefit had been protected since 2010, it would now be worth 

£38.29 rather than £33.70 a week for a family with two children, leaving them over £220 short this 

year alone. 

 

There is robust evidence that putting money in parents’ pockets benefits children: it improves their 

health outcomes, their education outcomes and their subjective sense of well-being. Given this, we 

urge you to reconsider the government’s treatment of child benefit. Rather than let its value wither 

away over time, we ask you to consider restoring its value by linking it once again to prices, a move 

which would provide real support for families with the cost of living.  

 

Comparative studies show that adequate family benefits are essential to addressing child poverty. 

CPAG is deeply concerned by the plan announced in last year’s autumn statement to place a nominal 

limit through an AME cap on the working-age social security spend from 2015/16 onwards, thereby 

locking down social security spending in the medium term.  
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As the government moves into the planning period for its next child poverty strategy we hope you will 

consider each of these points carefully. In our expert view, ending child poverty relies on a judicious 

mix of policies, from enabling low-income parents to work to providing adequate family benefits 

through the social security system. We hope you will consider the evidence carefully, and place the 

exchequer’s full weight behind policies which will reduce, rather than increase, child poverty.  

We would be very happy to meet your ministers or officials to discuss these proposals further, and we 

await your Autumn Statement with interest.  

 

Yours sincerely 

 
Alison Garnham  

Chief Executive, Child Poverty Action Group  

 

Cc: Rt Hon David Cameron, Rt Hon Nick Clegg Rt Hon Danny Alexander Rt Hon Iain Duncan Smith, Lord 

Freud, Steve Webb MP, Rt Hon Michael Gove, David Laws MP, Edward Timpson MP, Elizabeth Truss 

MP, Nicky Morgan MP 


