
 
 
 
 
 

Child Poverty Action Group 
30 Micawber Street 
London N1 7TB Registered charity number: 294841 

 
 
 
NOTE ON THE DRAFT SOCIAL SECURITY BENEFITS  
UP-RATING ORDER 2020 

March 2020 

____________________________________________________________________________ 

Background / summary 

It is of course welcome that after a four-year freeze, most working-age benefits are now to be uprated in line with 
inflation through this uprating order. However, this step does nothing to reverse any of the cuts to benefits in 
recent years: it will only keep benefits at the same real-terms value they have this year, and ‘lock in’ the current 
shortfall. It does nothing to compensate for the losses caused to families by years of failure to uprate benefits 
adequately while prices for food, bills and clothing have continued to rise. If we are to restore families’ living 
standards and start addressing rising poverty, benefits will need to rise by more than inflation to compensate for 
what has been lost. 

Families have been under huge financial pressure this decade, with £36 billion cut from working-age social 
security. The benefit freeze was the single biggest cut. This is the major driver of rising child poverty. Both the 
numbers of children in poverty, and the depth of poverty (how far families are below the poverty line) are rising: 

• There are now 4.1 million children in poverty (after housing costs) - 500,000 more than in 2020/11 
and 30% of all children in the UK. 

• The average family in poverty is now £73 per week below the poverty line, compared with £56 per 
week in 2012/13 (even after controlling for inflation).1  
 

Unless the government acts to restore the real value of financial support for families, things will continue to get 
worse. Without policy change, child poverty is projected to rise to 4.8 million by 2023 (or 37% of all children).2  

Impact of the benefit freeze  

Most working-age benefits were frozen in cash value for the last four years, meaning that their real-terms value 
(their ‘buying power’) has fallen by 6%.3 The list of benefits which was frozen is as follows and covers help with 
rents, income-replacement for those unemployed or unable to work (due to illness or caring needs of young 
children), and help with the cost of children. 
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• The main working-age rates of Income Support, Jobseeker’s Allowance, Employment and Support 
Allowance and Housing Benefit;  

• The work-related activity group component of Employment and Support Allowance.  
• The basic, second adult, lone parent and 30 hour elements of Working Tax Credit (WTC) and the 

individual element of Child Tax Credit.  
• The corresponding elements of Universal Credit.  
• Child Benefit. 

 
The Joseph Rowntree Foundation estimate that the benefits freeze will have affected more than 27 million people 
this year and pushed 400,000 into poverty.4  

CPAG analysis found that the freeze on children’s benefits alone will push 100,000 children into poverty by 2023, 
by which time the child element of universal credit will be worth around £16 less per month than in 2015 (see 
table below). Yet children will still need the same food, clothes, bus fares, school equipment and so on.5  

   

Other financial pressures on families 

Most children in poverty (70%) live in working families,6 and most people affected by the benefit freeze are 
working families receiving additional support from the government to top up low wages and/or help with high 
costs of housing or children.  
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The Office of National Statistics recently published data showing that despite recent growth, average earnings are 
still worth less in real terms today than before the 2008/2009 downturn.7 In this context social security support 
plays a vital role in ensuring that low-earning families have a decent standard of living – the benefits freeze has 
greatly limited the effectiveness of the social security in preventing poverty and hardship among working families.  

The four-year freeze has also come on top of many other cuts to social security in the last eight years, among 
others: 

• Removal of the higher amount for first children in tax credits and universal credit 
• Two child limit on tax credit/universal credit payments per household 
• Benefit cap (limiting total support for non-working families, mainly single parents of young children) 
• Reductions in housing benefit (introduced before the freeze, then locked in by the freeze) 
• ‘Bedroom tax’ reducing housing support for social tenants with a ‘spare’ bedroom 
• Reduction in the earnings disregards in tax credits 
• Removal of the ‘limited capability for work’ element in employment and support allowance and 

universal credit (for those deemed able to prepare for work, but not currently able to work due to ill-
health). 

 
This means that many families are suffering under multiple cuts. Analysis by CPAG in 2017 found that families with 
children stood to lose on average around £2,000 a year from cuts.8 

Benefits are not just worth less than they were four or eight years ago. In some cases, they are worth less than 
two or three decades ago. The Resolution Foundation points out that: 

• The real value of basic out-of-work support in 2019-20 is – at £73 a week (£3,800 a year) – lower than 
it was in 1991-92, despite GDP per capita having grown by more than 50 per cent since then.  

• Child benefit for a second child or beyond is worth less in 2019-20 than when it was (fully) introduced 
in 1979.9 

 

Where do we need to go from here? 

Uprating support in line with inflation is not sufficient to prevent rising poverty and hardship, particularly affecting 
families with children. CPAG has modelled a number of ways in which the government could start reducing child 
poverty.10 As a starting point, we are calling for 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 £8.3 billion – 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 on its own would cost £1.8bn by 2023/24 and 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 
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call for it to be lifted to prevent these impacts. Families with three or more children are 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. Lifting the two-child limit on its own would cost £1.7bn in 
2023/24. 

• 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). Lifting the benefit cap on its own would 
cost £1.3bn by 2023/24. 

• 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.  

 

For further details see full report at https://cpag.org.uk/policy-and-campaigns/report/universal-credit-what-
needs-change  

For more information on this briefing please contact Jane Ahrends on jahrends@cpag.org.uk  

 

About CPAG 

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.  

1 See https://cpag.org.uk/policy-and-campaigns/report/dragged-deeper-how-families-are-falling-further-and-further-below  
2 See https://www.resolutionfoundation.org/press-releases/child-poverty-risks-hitting-record-levels/  
3 See https://www.resolutionfoundation.org/publications/the-benefit-freeze-has-ended-but-erosion-of-the-social-security-
safety-net-continues/ 
4 See https://www.jrf.org.uk/report/end-benefit-freeze-stop-people-being-swept-poverty 
5 See https://cpag.org.uk/news-blogs/news-listings/children-still-out-cold  
6 See DWP (2019) Households below average income dataset 
7 See 
https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averagewee
klyearningsingreatbritain/january2020 
8 See https://cpag.org.uk/policy-and-campaigns/report/austerity-generation-impact-decade-cuts-family-incomes-and-child-
poverty 
9 See https://www.resolutionfoundation.org/publications/the-benefit-freeze-has-ended-but-erosion-of-the-social-security-
safety-net-continues/ 
10 See full report at https://cpag.org.uk/policy-and-campaigns/report/universal-credit-what-needs-change 
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