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Child Poverty Action Group (CPAG)1 works on behalf of the more than one in four children in the UK growing up in 
poverty. It doesn’t have to be like this. We use our understanding of what causes poverty and the impact it has on 
children’s lives to campaign for policies that will prevent and solve poverty – for good. We provide training, advice 
and information to make sure hard-up families get the financial support they need. We also carry out high-profile 
legal work to establish and protect families’ rights. 

We welcome the government’s commitment to reducing child poverty through the tax and benefits system.2 We 
agree that ‘children should grow up in an environment with no limits to their potential’. We know that in cash 
terms, £36 billion has been lost from the social security system this year compared with ten years ago, and that 
there will be further reductions in the coming years. Families are already struggling to make ends meet as a result 
of the benefit freeze, and will not see a difference in their living standards when it ends in April unless there are 
efforts to restore the value of benefits, rather than simply rising with inflation. 

Reinvestment in children’s benefits to support struggling families 
As a starting point, we propose a modest package of reform for the forthcoming Budget to help families with 
children struggling to get on. This package would mean that there are 700,000 fewer children in poverty (below 
60% of median income after housing costs) by 2023, and increase family income by an average of £1,000 per year, 
at a cost of £8.3billion – a relatively small proportion of the amount which by which social security spending has 
been reduced this decade. The package includes the following: 

 Restoring both the child element in universal credit to its 2015/16 value, including restoring the first child 
premium (this step alone would mean 100,000 fewer children in poverty). Restoring the child element 
further, to its 2013/14 real value, would raise this to 200,000. 
 

 Ending the two-child limit in tax credits and universal credit. The two-child limit will push 300,000 children 
into poverty and one million more who already live below the poverty line into deeper poverty by 
2023/24, so we call for it to be lifted to prevent these impacts. Families with three or more children are 

                                                           
1 Registered charity number 294841  
2 P.17, Get Brexit done – unleash Britain’s potential, Conservative and Unionist Party Manifesto 2019 
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already at elevated risk of poverty compared with children in smaller families (43% compared with 24% 
for children in smaller families), and is projected to pass 50% if current policies continue.3  

 

 Lifting the benefit cap. The benefit cap largely affects lone parents with young children who are least able 
to escape the cap through work, despite its stated aim being to incentivize work, and it causes severe 
poverty: 400,000 out of 500,000 children in families due to be affected by the benefit cap in 2023/24 will 
be so far below the poverty line that even lifting the cap would not be sufficient for them to escape 
poverty. Removing the benefit cap would improve the living standards of half a million children and move 
100,000 children out of deeper poverty (measured as living below 50% of median income, before housing 
costs).  

 Adding £5 per week to the value of child benefit, to start restoring the value of this key benefit which 
provides support for all the UK’s children.  

See annex below for a table indicating the poverty impacts and costs of a range of possible changes to universal 
credit, including this package, an alternative package and various individual measures. 
 
Support for low-income working families 
We know that 70 per cent of children living in poverty are in working families and we ask the government to take 
further measures to ensure more money reaches the pockets of low-paid workers by addressing work incentives 
within universal credit. We hear from families that the poverty trap in the system – whereby they only keep 37p in 
a pound as they take on more hours – makes it very hard to feel better off working more. Planned increases in the 
minimum wage are very welcome, but workers receiving universal credit will see only 37% of the increase due to 
universal credit withdrawals, making this a poorly targeted instrument to tackle in-work poverty. Action on the 
social security system is also needed to boost the living standards of low-paid working families.  
 
Reducing the cost of living 
We also recognise the role of tackling the cost of living for families, and would welcome action on childcare and 
housing costs which have both risen far above inflation in recent years.  
 
Tackling poverty is essential to increase opportunities for the next generation 
We agree that all children should grow up in an environment with no limits to their potential. Poverty restricts 
children’s opportunities, and can mean that they are left behind. It is vital to tackle child poverty by ensuring 
families have the financial support they need to get on. Research has shown that low income is the cause of worse 
outcomes for children (even controlling for other factors such as parents’ employment or education)4 and that 
when low income families have a little more money in their pockets, they spend it on things which are good for 
children such as fruit, vegetables and children’s books and items. 
 
Thank you for the opportunity to make this submission. 
 
 
 

                                                           
3 Portes, J. and Reed, H. (2018) The cumulative impact of tax and welfare reforms, Equality and Human Rights Commission. 
www.equalityhumanrights.com/sites/default/files/cumulative-impact-assessment-report.pdf   
4 Cooper, K. and Stewart, K. (2013) Does money affect children’s outcomes? A systematic review. Joseph Rowntree Foundation, 
sticerd.lse.ac.uk/dps/case/cr/casereport80.pdf and Cooper, K. and Stewart, K. (2017) Does Money Affect Children’s Outcomes? An update. 
Centre for the Analysis of Social Exclusion, LSE. sticerd.lse.ac.uk/dps/case/cp/casepaper203.pdf 

http://www.equalityhumanrights.com/sites/default/files/cumulative-impact-assessment-report.pdf
http://sticerd.lse.ac.uk/dps/case/cr/casereport80.pdf
http://sticerd.lse.ac.uk/dps/case/cp/casepaper203.pdf
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Annex 
The following table5 sets out our work to model the impact of a variety of changes to universal credit on child 
poverty rates, and costings. All are modelled to 2023/24 as this was the expected completion date of the universal 
credit roll out at the time of the analysis.  

Policy change Reduction in 
number of children 
in poverty (below 
60% median 
income), after 
housing costs (to 
nearest 100,000) 

Reduction in 
number of 
children in deeper 
poverty (below 
50% median 
income), before 
housing costs (to 
nearest 100,000) 

Cost to the 
exchequer 
(to nearest 
£100m) 

Other information 

Abolition of specific policies 
Remove the two-child limit 300,000 300,000 £1.7bn Abolishing the two-child 

limit would protect the 
most children from 
poverty, per pound 
invested, of all the 
options modelled.  
 

Remove the benefit cap <50,000 100,000 £1.3bn Poverty gains appear 
small because the benefit 
cap largely affects families 
already below the poverty 
line (400,000 of the 
500,000 affected children 
would remain in poverty 
even if it were lifted, but 
would see an increase in 
their income 
nonetheless).  
 

Remove the two-child limit 
and benefit cap  

300,000 500,000 £3.4bn  

 
 
 
 
 

                                                           
5 Table reproduced from Tucker, J. (2019) Universal credit: what needs to change to change to reduce child poverty and make it fit for 
families. Child Poverty Action Group. cpag.org.uk/policy-and-campaigns/report/universal-credit-what-needs-change 

 

https://cpag.org.uk/policy-and-campaigns/report/universal-credit-what-needs-change
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Restoration of the value of benefits 
Restore the higher rate 
element for the first child 

<50,000 <50,000 £0.6bn  

Restore UC child element 
to its 2015/16 real terms 
value and restore the 
higher amount for first 
children 

100,000 200,000 £1.8bn Families with children 
would gain £230 a year on 
average. 

Restore UC child element 
and child benefit to their 
2015/16 real terms value 

100,000 100,000 £1.8bn Families with children 
would gain £230 a year on 
average. 

Restore UC child element 
and child benefit to their 
2013/14 real terms value 

200,000 200,000 £2.4bn Families with children 
would gain £310 a year on 
average. 

Restore all benefits to their 
2015/16 real terms value 
(reverse the four-year 
benefits freeze) 

200,000 200,000 £4.3bn Families with children 
would gain £380 a year on 
average. 

Restore universal credit and 
child benefit to their 
2013/14 real terms value 
(reverse sub-inflationary 
uprating) 

300,000 300,000 £5.6bn Families with children 
would gain £500 a year on 
average. 

Changes to the way UC adjusts with earnings 
Introduce a second earner 
work allowance (equal to 
the current work 
allowance) 

100,000 100,000 £2.2bn  

Reduce the taper rate to 
55% from 63% 

200,000 100,000 £3.9bn  

Other changes 
Raise support for people 
under-25 to the same level 
as support for over-25s 

<50,000 <50,000 £1.0bn 300,000 children would 
gain, but this has limited 
effect on child poverty 
because the majority of 
claimants under 25 do not 
have children.  
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Packages of investments 
Children’s package: remove 
the two-child limit and 
benefit cap, restore the 
child element to its 
2015/16 value and restore 
the higher amount for first 
children, and increase child 
benefit by £5 per child per 
week 

700,000 700,000 £8.3bn Families with children 
would gain £1,000 a year 
on average. 

Full package: Remove the 
two-child limit and benefit 
cap, restore universal credit 
to its 2013/14 levels, 
restore the higher amount 
for the first child, add £5 
per week to child benefit, 
reduce the taper to 55%, 
add a second earner work 
allowance, raise support for 
under-25s to the over-25 
level. 
 

1,200,000 900,000 £20.8bn Families with children 
would gain £2,100 a year 
on average. 

Source: analysis of 2016/17 family resources survey data using the IPPR tax-benefit model and forecasts from the 
2019 Spring Statement (latest available data at the time of analysis).  

 


