Rt Hon Gordon Brown MP
Chancellor of the Exchequer

HM Treasury

1 Horse Guards Road
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22 November 2006
I write ahead of your pre-budget statement to lay out the steps Child Poverty Action Group believes are necessary to meet the Government’s aims on reducing child poverty. We are very pleased that the expected day of your statement coincides with the National Poverty Hearing, when people experiencing poverty, campaigning organisations and politicians will come together to explore what more needs to be done - your pre-budget statement gives an opportunity to reaffirm your commitment and the Government’s reputation for poverty reduction on a day when the issue will be publicly debated. 
CPAG will be writing to you in detail soon on the strategic issues we hope to see addressed in the Comprehensive Spending Review. However in this letter I have focused on four key areas of specific and immediate concern.
1). Make Child Benefit Count
This summer, the 60th anniversary of the first payments of family allowances, CPAG launched the campaign to ‘Make Child Benefit Count’.
 A growing coalition of 47 campaigning organisations and over 3,300 individual supporters now support our call for an increase in the rate of child benefit paid for second and subsequent children to that paid for the first child. At the same time CPAG published Child Benefit: fit for the future
 which laid out the case for child benefit, arguing for a rebalancing of the twin foundations of financial support, child benefit and child tax credit, by investing more in child benefit.

CPAG is strongly supportive of moves from the current Government to increase the financial support directed towards children. We recognise the investment made through tax credits and the increase in child benefit for the first child in 1999. CPAG remains supportive of tax credits, but we continue to have concerns over the operation and delivery of the tax credit scheme. Though we recognise the significance of the reforms made in December 2005, currently in the process of implementation, the difficulties which have surrounded the administration of tax credits emphasise the importance of child benefit in reaching poorer families.
Raising the subsequent rate of child benefit would redirect resources towards poorer families, since this near universal child benefit reaches more children experiencing poverty than any other benefit or tax credit. CPAG estimates the cost of doing this will be £1.7 billion and believes this would be money well spent, helping 4.1 million families, containing 9.9 million children, and has been modelled to lift between 250,000 and 300,000 children out of poverty (about one quarter of what is needed to reach the 2010 target to halve child poverty). Since raising the subsequent child rate would also re-weight child benefit towards families with two or more children it would also help to achieve the Government objective of increasing financial support for larger families.

We hope you will use your pre-budget statement as an opportunity to reaffirm your support for child benefit, and to commit to further investment in this highly effective and popular benefit in recognition of its central role in tackling child poverty. 

2). Work first plus 

The recent publication of Lisa Harker’s report,
 commissioned by the Department for Work and Pensions, provides an excellent source of practical suggestions for how Government may not only seek to increase employment towards the 80 per cent aspiration but also tackle the problem of in-work poverty. The report is also a timely companion to the expected publication of the Leitch Review of Skills. As part of efforts to assist people both into work and into decently paid jobs, we urge you to invest more in developing adult skills – this clearly has a pay off in global competitiveness and it also should act to improve the pay of those at the bottom of the labour market. We are particularly interested in the idea within Harker’s report for a New Deal for Parents, which recognises the importance of supporting the needs of parents within the labour market and providing Jobcentre Plus with the tools it needs to ensure work for such parents is suitable and can be sustained.

But Harker also documents the limits to employment strategy, stating that “The 2010 and 2020 targets cannot be met by increases in employment alone”. CPAG agrees - though we are supportive of moves to help those who are willing and able to work to do so, this is only part of the picture in reducing child poverty. Addressing income within work is also important as are financial transfers for those either out of work or in low paid work. The role of tax credits and child benefit have been discussed above, but alongside this we support Harker’s call for a review of uprating policies, and this should include addressing the income levels of those out of work. Though child payments have increased, those for adults have not and this leaves many families far below the poverty line. To eradicate child poverty will mean addressing the rates and uprating policies for these benefits. 

Moves within the welfare reform legislation currently being discussed by Parliament to improve support for disabled adults to seek employment though the roll out of the Pathways to Work scheme are welcome – unlocking the barriers to unemployment and to progression for disabled parents. At the same time we have great concerns over the proposals within the legislation to increase the extent of conditionality within entitlement to the proposed Employment and Support Allowance. We do not feel increased conditionality is necessary or justified. If many workless disabled adults want to work and are able to – as Government has argued – the way forward should be to unblock the barriers to employment. To try to force people into employment risks losing goodwill to participate in work focused activity, forcing parents into unsustainable work and hitting the most vulnerable hardest. Though conditionality and sanctioning regimes in the United States differ from those in the UK, evidence of the impact these can have on children is worrying. One key study compared differences in child wellbeing of children in families in receipt of social security payments. Comparing the experience of those children in families who had been sanctioned with those who had not, the researchers found children in families who had been sanctioned had:

· a 30 per cent higher likelihood of past hospitalisation; 

· a 60 per cent greater risk of ‘food insecurity’ (including being underweight); 

· a 90 per cent greater risk of hospitalisation following a visit to accident and emergency (suggesting they presented with more serious conditions)
.
We urge the Government to approach any increases in conditionality with great caution – CPAG believes that sanctioning families with a loss of safety net entitlement will prove highly damaging to child wellbeing.

3). Child support policy

CPAG looks forward to the December publication of the white paper on child support reform, and here we emphasise what CPAG would like to see from this process. CPAG welcomes the recognition that child support policy is not functioning adequately. We have sent evidence to inform Sir David Henshaw’s review
 and have also commented in detail after its publication.
 We welcome a number of Sir David’s proposals, in particular the commitment to place reducing child poverty at the heart of reform. We also welcome the proposal to increase the maintenance disregard as a direct measure to increase the income reaching children in lone parent families. By showing that money is getting through to children, not merely resulting in lost benefits, increasing the disregard also provides a greater incentive for non-resident parents to co-operate. 
But CPAG would also emphasise that not only is child poverty in lone parent families high (48 per cent of children of lone parents were income poor, after housing costs in 2004/05
), but it is probably also very high in second families. We know much less about poverty in families where a parent may be paying maintenance but what we do know implies this group is also very poor, with as many as a third of non-resident parents on benefits and a further half in low paid work
 - policy which merely cycles money between two poor groups will not help reduce overall poverty. 
Private arrangements. We understand the wish to reduce the numbers of cases which any future agency has to deal with so it can focus its attention on those that need the most help. However we do have concerns that whilst private arrangements may be popular amongst non-resident parents, they may not be desirable for parents with care if they remove the safety of an agency capable of intervening to enforce compliance if problems arise. We are also concerned over the potential for parents with care to settle for less to maintain an easier relationship with the non-resident parent. Private arrangements therefore risk shifting the power balance away from parents with care who are predominantly women. To meet this concern we would welcome clear guidance from the Department for Work and Pensions for separating couples about the appropriate minimum level of maintenance (the child support formula). The Department should also keep a register of arrangements. Though such a register potentially draws the state into what are being termed ‘private’ relations, this would have an important symbolic value in setting out the terms and, where arrangements do break down, it offers the potential for parents with care to seek speedy redress before a pattern of non-payment has set in. 

Disregard. CPAG welcomes the acknowledgment that the current level of the disregard is insufficient. Old scheme cases do not benefit at all and only a minority of new scheme cases receive any disregard (of 1.4 million cases – both old and new - in September 2006, just 3.6% got the child maintenance premium).
 The Henshaw review quantified the impact increasing this could have on child poverty – estimated to raise 80- 90,000 children out of poverty
 - CPAG believes all maintenance should be disregarded. We note that Henshaw argues for the disregard to be maximised as does Lisa Harker in her recent report for the Department for Work and Pensions. Though CPAG recognises the Government has concerns over work disincentive effects of raising out of work income compared to in work income, we believe the far greater problem undermining lone parents’ ability to work is income fluctuation. Increasing and securing maintenance through reforms to the disregard could provide a firm basis for parental employment. 
Advice. Finally the proposed new arrangements imply a greater need for advice and guidance to parents, at a stage where CPAG’s experience is that current advice is inadequate to meet need. To ensure that families are able to exercise their rights under the proposed arrangements we urge a more strategic view is taken by Government to ensure the provision of independent and second tier advice, including the resources and funding mechanisms necessary to secure it.

4). Support for disabled children 

The focus within the Children and Young People review on disabled children is welcome. To offer practical suggestions for improving the services they receive, CPAG will be publishing a report, Out of Reach
 in December. This work explores the extent to which reforms to the existing administration of Disability Living Allowance (DLA) and Carers Allowance could improve their ability to protect disabled children from poverty. The report finds that DLA is an important form of support for families affected by disability but that many families who could benefit currently miss out. We urge action to mitigate problems with adequacy, complexity, non-take up and frequent reassessment.

The report argues that DLA is often poorly understood, with all the evidence pointing to take up being low, indeed DLA for children was being paid for just 290,000 children under 16 in May 2006,
 under half the 770,000 children estimated to be disabled. 
 Since disabled children tend to be poorer than non-disabled children, maximising take up has a significant role to play in reducing poverty. The report’s suggestions include measuring take up, setting targets to improve it, and funding effective national and local take up campaigns. There are also proposals for improving the claim form to make claiming simpler, including using short preliminary forms followed with a tailored main claim form, and the use of pre-populated forms using previously collected information. Longer award periods, automatic entitlement for certain groups very likely to be entitled (including children who are visually or hearing impaired, or have a terminal illness) and, for some children, lifelong awards, could also make claiming easier and avoid unnecessary reassessment. The report also argues there is scope to improve staff training to improve decision 0making around complex conditions. 
In conclusion, CPAG looks forward to the pre-budget statement as the next opportunity for you to set out further steps on the road to eradicating child poverty, and paving the way for the forthcoming Comprehensive Spending Review, when policies covering the crucial period to 2010 must be finalised to ensure that the target to halve child poverty can be met. I shall be writing to you further in relation to the CSR shortly, but in the meantime if I can provide further information on any of the points we raise above, please do not hesitate to contact me.
Kate Green

Chief Executive
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