
 

 

 

 

Options for the use of new powers to top up benefits to reduce child poverty 

1.0 Background 

1.1 New social security powers set to be devolved under the Scotland Bill include powers to top up 

reserved benefits.i  

 

1.2 The power to top-up benefits could be used to increase the income of low income families and 

significantly reduce rates of child poverty in Scotland. This briefing explores the advantages and 

disadvantages of topping up child benefit and child tax credit.  

 

1.3 Investment in child benefit and child tax credit between the mid 1990’s and 2010 was a key factor 

behind historically and internationally unprecedented reductions in child poverty, and associated 

improvements in child wellbeingii. In Scotland alone 170 000iii children were lifted out of poverty.  

Conversely cuts in the value of child benefit and tax credits since 2010 are a key driver in the 

forecast explosion in child poverty by 2020. IFS modelling forecasts a 50% increase in child 

poverty across the UK by 2020, reinforcing previous modelling suggesting up to 100 000 more 

children will be pushed into poverty in Scotland alone.iv Child benefit itself lost 14 per cent of its 

real value between 2010 and 2014v and will have lost nearly 30 per cent of its value by 2020vi. 

 

2.0 Child benefit 

Child benefit is payable to those responsible for a child under 16 (or under 20 if they stay in approved 
education or training) who live in the UK.  Currently, child benefit is paid at the following rates:  Eldest 
or only child - £20.70 per week; Additional children - £13.70 per week per child 
 
2.1 Advantages of topping up child benefit 

- It would provide a significant boost to the income of families experiencing or at risk of poverty 

and significantly reduce the numbers of children who would otherwise be living in poverty using 

current poverty measures. Analysis by Professor Jonathan Bradshaw of the University of York 

(Table 1 below) based on HBAI data for 2013-14 suggests that topping up child benefit by £5 per 

week would in itself reduce child poverty in Scotland by 14% (over 30 000) after housing costs.  

 

- The universality of child benefit and the simplicity of making a claim ensures that uptake rates are 

consistently high (95% in 2013/14)vii. With administrative complexity, error and delay in the 

delivery of means tested benefits now a key reason that people are ending up in acute income 

crisisviii - child benefit provides families with secure, reliable protection. Our work has identified 

families who have ended up using foodbanks who haven’t been getting the tax credits they are 

entitled to – but they have been getting child benefitix.  

 

- It supports families in and out of work – creating no problems when parents take up work or 

increase their hours. As circumstances change it remains a stable secure source of income to help 



with the costs of bringing up children. This is particularly significant given that 56% of children in 

poverty in Scotland are living in a household where an adult works.x  

 

- Research suggests that child benefit is spent on childrenxi– helping to protect their wellbeing 

when household budgets are under increasing pressure.   

 

- The administrative process of ‘topping up’ child benefit should be relatively straightforward. 

Information on eligible households could be obtained from HMRC, or arrangements put in place 

to ensure HMRC pays CB at a higher rate to families in Scotland. Such an arrangement could 

prove more difficult in relation to child tax credit because; 

a) Child tax credit will soon form part of universal credit which could make it difficult to 

identify eligible households and the number of children within each household 

b) Eligibility for child tax credits changes frequently as households earning fluctuate, 

creating increased opportunity for complexity and error.  

2.2 Disadvantages of topping up child benefit 

- The universality of child benefit and high take up rates mean the cost of top-up is inevitably 

higher. Topping up the income of a more targeted group of low income families could reduce 

costs or allow for a more generous top-up for a smaller group of families.  

-  

Table 1: Illustration of the impact of additional Child Benefit has on the child poverty rate based on the 
HBAI 2013/14 data (weighted by ‘gs_newbu’ multiplied by ‘depchldh’).  
 

Extra CB  £ 

per child 

per week 

No of children living  

< 60% median 

income in the UK 

Child poverty 

reduction % in 

the UK 

No of children 

living < 60% 

median income in 

Scotland 

Child poverty 

reduction % in 

Scotland 

BHC     

0 2269817 - 139065 - 

1 2190120 3.5 135891 2.3 

2 2078304 8.4 130314 6.3 

5 1895685 16.5 123294 11.3 

10 1648121 27.4 106523 23.4 

AHC     

0 3700905 - 214441 - 

1 3602511 2.7 202294 5.7 

2 3486519 5.8 196064 8.6 

5 3239853 12.5 184371 14.0 

10 2828371 23.6 154988 27.7 

 

 
2.3 Top-up of child benefit – Costs 

- There were 966,865 children (587,115 families) in Scotland for whom child benefit was payable in 

August 2013xii. Indicative costing (excluding any additional administrative costs) would suggest 

topping up child benefit by £5 for every child in Scotland would cost £256 million per year (966,865 

x £5 x 52 weeks).  

3.0 Topping up child tax credit 



Households in receipt of income based benefits (such as JSA and ESA) receive maximum child tax 

credit at a rate of £2,780.00 per year per child. Otherwise, claimants with income above a set 

threshold (£6,420 if you are entitled to WTC or £16,105 if you are not entitled to working tax credits) 

will have their entitlement gradually reduced. The household income limit for child tax credit is 

approximately £26,000 for a family with one child or £32,200 for a family with two children, 

depending on individual circumstancesxiii. 

3.1 Advantages of topping up child tax credit  

- Topping up CTC rather than CB allows resources to be focused on the lowest income households. 

This would allow for reduced spending on top-ups or a more generous top-up for low income 

households with children. Indicative analysis from Professor Jonathan Bradshaw suggests that 

topping up CTC by £5 a week could reduce child poverty by 12% after housing costs, while 

topping up CTC by £10 a week could reduce child poverty by 22% (Table 2) 

3.2 Disadvantages of topping up child tax credit rather than child benefit 

- The UK estimate of the child tax credit take-up in 2013-14 is 87 per centxiv. A top-up to CTC may 

fail to reach some of the most vulnerable families who do not claim the benefit (including, for 

example, those with literacy problems or those for whom English is a second language). 

Anecdotal evidence also suggests that take-up is low in working families, especially if they have 

had bad experiences with overpayments in the past. 

 

- Child tax credits are withdrawn entirely once a household’s earnings rise above a specified 

income threshold. If the Scottish Government were to top-up child tax credit, this top-up 

payment would also be withdrawn once the household reached that threshold. It is possible that 

this could create a disincentive for families to earn more or take on extra hours by creating a 

small but potentially significant ‘cliff-edge’ – a point at which the loss in income from benefits is 

not adequately compensated by increased earnings form employment. This could be particularly 

problematic given that recent changes to eligibility for universal credit are projected to weaken 

work incentives for lone parents and second earnersxv.  

 

- CPAG evidence suggests that high rates of error in relation to the administration of tax credits can 

also result in suspensions and/or delays for claimantsxvi. This could result in them being excluded 

from the additional top-up for an extended period.  

 

- Child tax credit is one of the ‘legacy benefits’ being replaced by universal credit. The top-up would 

therefore have to be extended to anyone receiving child element in UC. There is a risk that 

identifying families in receipt of the child element of UC could be difficult, making obtaining 

information from HMRC about eligible families in Scotland difficult and potentially expensive.  

 

- Families are not eligible to claim child tax credits if their income is above the specified threshold. 

This threshold will rise in relation to the child element of UC as a result of policy changes 

announced in the 2015 Summer Budgetxvii, meaning that from April 2016 even fewer families will 

qualify for UC. These families would also be excluded from a Scottish Government top-up.  

 

- As a result of the fact that child tax credits is means tested, households move ‘in and out’ of 

eligibility as their income rises and falls. Accessing and maintaining up to date information on 

eligibility – and therefore avoiding under or over payment – could therefore be complex and 

costly as well as being dependent on timely access to HRMC information.  



 

Table 2: Illustration of the impact of additional Child Tax Credit (CTC) has on the child poverty rate 

based on the HBAI 2013/14 data (weighted by ‘gs_newbu’ multiplied by ‘depchldh’).  

Extra CTC  £ 

per child 

per week 

No of children living  

< 60% median 

income in the UK 

Child poverty 

reduction % in 

the UK 

No of children 

living < 60% 

median income in 

Scotland 

Child poverty 

reduction % in 

Scotland 

BHC     

0 2269817 - 139065 - 

1 2204820 2.9 135891 2.3 

2 2107602 7.1 130314 6.3 

5 1987136 12.5 123994 10.8 

10 1774979 21.8 111472 19.8 

20 1439199 36.6 96131 30.9 

AHC     

0 3700905 - 214441 - 

1 3611418 2.4 203656 5.0 

2 3502632 5.4 198728 7.3 

5 3293350 11.0 188316 12.2 

10 2929771 20.8 165664 22.7 

20 2447330 33.9 139514 34.9 

 

4.0 Top up  of CTC – costs 

There were 502,400 children in receipt of child tax credit in Scotland in December 2015xviii. Indicative 

cost of topping up child tax credit by £5 for every child in Scotland would be £131 million per year 

(502,400 x £5 x 52 weeks) 

5.0 Summary  

CPAG believes the simplest and most effective way to boost family incomes using new top up powers 

would be a single rate top up to child benefit. The advantages of targeting any additional resource 

through topping up means-tested benefits such as child tax credit are outweighed by the 

administrative simplicity, near universal take up, lack of any negative impacts on work incentives or 

risk of claw back through loss of other benefits.   

CPAG in Scotland March 2016 

i Clause 24, Scotland Bill 2016 
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