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About CPAG and our sources of evidence 

Child Poverty Action Group 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 work to understand what causes poverty, the impact it has on children’s lives, 
and how it can be prevented and solved – for good.  

We have particular expertise in the functioning of the social security system, through our welfare rights, training 
and policy work. We author and publish ‘The Welfare Benefits and Tax Credits Handbook’ (the annual authoritative 
guide to social security in the UK), and provide specialist advice to frontline advisors through a telephone and 
email service. CPAG’s Early Warning System (EWS) collects case study evidence from advisors across the UK on the 
impacts of welfare reform and has collected thousands of cases to date.  

Financial Support 

1. Social security is the key lever to ensure levelling up across the UK. Providing immediate direct financial 
support means more money spent directly in local economies. This is particularly important when 
recovering from the economic fallout caused by the pandemic. There is also a long-term benefit to 
increased social security spending. There is a strong evidence base showing that higher benefits in 
childhood leads to improved health, education and employment prospects.12 For any meaningful levelling 
up to take place, it is essential to invest in children and families now. 

 

                                                           
1 A Aizer, S Eli, J Ferrie and A Lleras-Muney, ‘The long-run impact of cash transfers to poor families’, American Economic Review, 106(4), 
2016, pp935–71 
2 H Hoynes, DW Schanzenbach and D Almond, ‘Long-run impacts of childhood access to the safety net’, American Economic Review, 106(4), 
2016, pp903–34 
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2. It is particularly important, when considering long-term economic trends. During the 2010s £36 billion a 
year was being cut from social security by 2020 while child poverty rose from 3.6 million in 2010/11 to 
4.3 million in 2019/20.3 In the absence of further social security reform, the number of children in 
poverty is projected to rise to 4.7 million by 2024/25.4 

3. There is also strong evidence to suggest that families with children have experienced greater hardship 
during the pandemic.5 High levels of poverty pre-pandemic mean that earnings losses are particularly 
acutely felt by families. Also, while it is true that some households have been able to save more during 
the pandemic due to reduced activities outside the home, for families who always had limited resources 
for activity outside the home, there were no such savings to be made. At the same time life at home has 
become more expensive – with greater demands on food, home energy, and technology, and with winter 
approaching and energy costs rising, these pressures on family finances show no sign of easing.6 There 
was also more spending on school equipment such as electronic devices.7 

4. Now is not the time to slash family budgets even further. Reversing the proposed £20 a week cut to 
universal credit and increasing legacy benefits by £20 a week would mean 350,000 fewer children in 
poverty at a cost of only £7.5 billion.8  

5. A particularly effective way to help families across the UK level up would be to remove the benefit cap 
and the two child limit. This would only cost £1.9 billion and reduce child poverty by 285,000. Academic 
research has demonstrated that the benefit cap deprives some of the poorest families of financial support 
at the time they need it the most, leading to increased prevalence of depression and anxiety.9 The same 
research programme highlighted the rising levels of in-work poverty among larger families which is 
deepened by the two-child limit.10 Pre-pandemic these policies had very little effect on work incentives. In 
the aftermath of a recession, there is unlikely to be any effect on work.  

6. It is also important that households receive their full social security entitlement. The majority of new 
universal credit claimants do not receive their full entitlement as they are repaying an advance needed to 
cover the five-week wait.11 In addition, a sizable share receive deductions due to legacy benefit 
overpayments, often from several years ago. In order to ensure households get the financial support they 
need, advances for the five-week wait should be non-repayable and historic debts should be written off 
after two years.  

                                                           
3 Author’s Calculations from Policy Costings Database, OBR, 2020 
4 Living Standards Outlook 2021, Resolution Foundation, 2021 
5 T Lee, Families hit hard because nothing for children in COVID-19 response, CPAG, 2020 
6 D Hirsch, Cost of a Child 2020, CPAG, 2020 
7 The cost of learning in lockdown: family experiences of school closures, CPAG, 2020; and The cost of learning in lockdown, March 2021 
update, CPAG, 2021 
8 Universal credit: What needs to change to make it fit for families and children?, CPAG, 2021 
9 A Reeves, M Fransham, K Stewart and R Patrick, Did the introduction of the benefit cap in Britain harm mental health? A natural 
experiment approach, Benefit Changes and Larger Families, 2021 
10 K Stewart, R Patrick and A Reeves, A time of need: Exploring the changing poverty risk facing larger families in the UK, Benefit Changes 
and Larger Families, 2021 
11 R Patrick and T Lee, Advance to Debt, Covid Realities, 2020 
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7. There are also a variety of universal credit design features that negatively affect household finances.12 For 
instance, universal credit is only paid monthly, while 40 percent of workers on means-tested benefits are 
paid over different cycles – including weekly, fortnightly, and four-weekly. Ensuring that claimants receive 
predictable and consistent UC awards would improve the lives of millions of households at a very small 
cost to the Exchequer. 

8. However, it is not just the poorest families that have hit been hit hard by COVID. Increasing child benefit 
by £10 per week would help all families whose finances have been shocked by COVID by providing a small 
income platform and help prevent them from falling into poverty. This would cost £6 billion and reduce 
child poverty by 450,000.13 Child benefit is a long-standing and well supported, which has lost one quarter 
of its value since 2010.14  

9. Another mechanism for levelling up households is through local government. They can see which 
households need additional financial support when standard social security awards are not sufficient, to 
meet their needs, for example in times of crisis. While the recent announcement of additional funding for 
this winter is welcome, the government should commit to an extra £320m annually to be allocated to 
local authorities in England in order to bring funding for Local Welfare Assistance Schemes up to the level 
seen in other parts of the UK as well as meeting additional demand due to the pandemic.15  

Employment 

10. It is also important to think about how to get more people in work as we recover from the pandemic. 
Increasing the work allowance, introducing a second worker allowance and reducing the universal credit 
taper rate would encourage people to work (more hours) as well as levelling up low-income households 
whose finances have been hit by COVID. 

 
11. One key constraint to people working (in productive jobs) is childcare. Recent OECD research found that 

the UK has one of the most expensive childcare systems in the world.16 This constrains parents, and in 
particular women (who generally have the majority of caring responsibilities), to take jobs closer to home 
that they are over-qualified for.17 Although there is some support for childcare through the social security 
system, public spending on early childhood education and care has fallen as a share of GDP since 2010 
and remains considerably below the OECD average.18 Accessible, affordable and good-quality childcare 
also leads to improved educational outcomes for children, leading to higher economic growth in the long-
term.19 Currently the biggest gaps in childcare provision are for older children, parents who work atypical 
hours and disabled children.20   

                                                           
12 For a more complete list of universal credit design issues and proposed solutions see Universal credit: What needs to change to make it fit 
for families and children?, CPAG, 2021 
13 Author’s calculations using UKMOD, Family Resource Survey 2018-19 and Understanding Society – May 2020 
14 Author’s calculation from Child Benefit and Guardian’s Allowance: Rates and tables, Revenue Benefits; Retail Price Index, Office for 
National Statistics 
15 Strengthening local welfare support during the COVID-19 outbreak – England briefing, Trussell Trust, 2020 
16 Is childcare affordable?, OECD, 2020 
17 The 'gender commuting gap' widens considerably in the first decade after childbirth, Institute for Fiscal Studies, 2018 
18 PF3.1 Public spending on childcare and early education, OECD Family Database 
19 Doing better for families, OECD, 2011 
20 Childcare survey 2021, Coram Family and Childcare, 2021, Table 10; and M Haddad, H Lambie-Mumford and L Sims, Extended Schools, 
CPAG, 2018 
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12. In the short-term the government should increase the share of childcare costs covered for families on 
means-tested benefits to 100%, uprate the monthly cap and ensure that parents can receive this support 
when they pay for childcare, not months later in arrears, as is the case for universal credit claimants. 

 
13. In the long-term the government should commit to reforming childcare to reduce the high costs and 

improve the quality of childcare for families across the income distribution. This is best done through a 
universal, publicly funded system. At the moment, there are a patchwork of different programs 
administered by different departments and variable quality in the private, voluntary and independent 
sector, which makes it difficult for parents to navigate the system. Poor quality means no gains in child 
outcomes at all, only high quality settings can deliver that. A more joined up system with quality provision 
and staff paid like other teaching professionals, would lead to immediate short term benefits as more 
parents are able to work, and those in work can access a greater range of jobs. While, improving the 
quality of childcare would increase the long-term economic potential of the country. 
 

14. The DWP should look at voluntary employment support programmes that have shown to be effective in 
terms of re-employment, in-work progression and job satisfaction. The New Deal for Lone Parents (NDLP) 
and the Scottish Working for Families Fund (WFF) were two highly successful programmes from recent 
times. They improved labour market outcomes for lone parents, while also providing a net saving to the 
Exchequer.21 Some of the key design features behind the programmes were: 

a. Discretionary funds to support work and training 
b. Supportive, individually tailored, one-to-one relationships developed with advisers 
c. Work experience provided alongside training 
d. Mentoring in work to assist retention and advancement 
e. Family-friendly environment for training 

 
Education 

15. Extended schools are an area that would lead to substantial improvements on current childcare provision 
as well as improved educational outcomes for children.22 In order to achieve this the government should: 

 Provide a statutory framework and strategy with funding so schools can provide programmes, 
activities and services that go beyond the core function of classroom 

 Ensure every school has the funding and resources to provide comprehensive before- and after-
school care, and holiday provision which is suitable for, and developed by, its pupils and families. 

 Ensure every school can provide additional services that support families in their community with 
their wider needs such as dedicated mental health and wellbeing practitioners, and welfare rights 
advisers.  
 

16. Free school meals (FSM) are another area that would help struggling families level-up, improve 
educational outcomes and increase work incentives. Current eligibility criteria are needlessly restrictive, 
an estimated 1 million children in poverty, across England, are not eligible for FSM.23 Rolling out universal 

                                                           
21 R McQuaid, S Bond, V Fuertes and others, Evaluation of the Working for Families Fund (2004-2008), The Scottish Government; M Evans, J 
Eyre, J Millar and S Sarre, New Deal for Lone Parents: Second Synthesis Report of the National Evaluation, Department for Work and 
Pensions, 2003 
22 Extended Schools Provision, CPAG, 2021 
23 R Patrick, K Anstey, T Lee and M Power, Fixing Lunch: The case for expanding free school meals, Covid Realities, 2021 
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free school meals across the UK would cost about £1.8 billion, help struggling families and reduce stigma 
around claiming FSM. Alternatively increasing eligibility to everyone on tax credits or universal credit 
would cost about £700 million. 

Summary of recommendations 

 Use social security in order to level up and spread opportunity across the UK 

 Stop the proposed £20 a week cut to universal credit and increase legacy benefits by £20 a week – 
reducing child poverty by 350,000 

 Scrap the benefit cap and two child limit – this would only cost £1.9 billion and would pull nearly 300,000 
children out of poverty  

 Increase child benefit by £10 a week – providing a small income boost to all families affected by COVID. 
This would reduce child poverty by 450,000 

 Increase local welfare assistance by £320 million a year, to bring the funding up to the same level across 
the UK, as well as meeting additional demand due to the pandemic 

 Invest in childcare, in particular extended schools, to help increase the labour market opportunities of 
parents 

 Increase the eligibility threshold for free school meals to all families receiving universal credit or working 
tax credit. 

 


