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December 7, 2000

Combat Poverty Agency analysis shows that child benefit measure gives more money to low and middle income families than child care tax relief.

Combat Poverty Agency today (Dec 7) said it was greatly encouraged by the Government’s decision to significantly increase child benefit up to Budget 2003, adding that it was a move that was fair for all families and one that would help to ensure a brighter future for children in the poorest families particularly. 

An overnight analysis by the Agency has shown that families in the low and middle income brackets gained more through the new child benefit measures than they would have gained with a £4,000 tax allowance per child. For example, a family with two adults and two children with an after tax income of approximately £20,000 will gain almost £4 more per week with child benefit over tax relief. Families on lower incomes will gain even more (see table below).

"The child benefit package is especially beneficial to unemployed families, while child care tax allowances only help those already in work, especially dual earning couples who are also the most affluent households," said Jim Walsh, Policy Analyst with Combat Poverty Agency.

While describing the child benefit increases as "a major step forward in the fight against child poverty," he advised that the increase in child benefit would have had more impact and would have been better targeted, from a child care point of view, if it had been age related. In other words, if it had been front-loaded so that more money went towards younger children, or children who still required child care, and tapered off as children got older and may not require the same level of child care. 

While he agreed that child benefit was the "best thing to do", he said that he was still concerned that it did not go far enough in addressing the poverty trap, exacerbated for many by the actual costs of childcare in this country.

"However, because of the gap which still exists between the increased child benefit payments and the actual costs of child care, there is still a significant shortfall for people who may want to get back to work. Thus, the poverty trap continues," he said.  In order to address this shortfall, the Agency recommended that the Government should provide a targeted child care disregard in the Family Income Supplement as well as an allowance specifically aimed at pre-school children in low income families.

Mr Walsh also suggested that the Government should now consider paying out child benefit on a weekly or fortnightly basis to further help families on the lowest incomes. "Low income families budget on a weekly basis and so an enhanced child benefit, now worth £15.57 per child would be more meaningful for them if it too could be paid on a weekly basis," he explained.

Distribution of gains from child benefit increases in 

Budget 2001 as compared to a £4,000 child care tax allowance*
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* This analysis is based on SWITCH, the ESRI tax/benefit model, described in T Callan et al (1998), Simulating tax and welfare changes, Dublin: ESRI. All calculations and accompanying commentary are the exclusive responsibility of the Agency and no responsibility for the results is attributed to the ESRI or by the authors of the model software. In order to equalise the costs of the two packages, a child benefit increase of £8-10 was included in the child care allowance package.
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