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 Up to 900,000 families excluded from plans to make childcare more 
affordable 

 Funds to go to couples earning up to £150 K each but not those on £10K 
or less 

 Poor, single parent families hit hardest 

 

The government risks throwing away an opportunity to tackle in-work poverty by 

excluding hundreds of thousands of families from its plans to make childcare 

more affordable, warns a group of leading children’s charities, think tanks & 

trade unions today (1). The warning comes as a ‘state of the nation’ report on 

child poverty is expected to find that financial hardship amongst working families 

has increased (2). 

Under new government proposals working parents who earn up to £150K each 

will receive extra funding to bring down their childcare bills. Parents on low 

incomes who earn enough to pay income tax will receive 85% of their costs (3). 

However the group has warned 900,000 families will be excluded from receiving 

any extra help, in the case where a parent earns less than £10,000 a year - the 

threshold for paying income tax (4). These families will continue to receive a 

70% subsidy that falls far short of covering childcare costs for many, leaving the 

lowest paid gaining nothing or even paying more than they earn for working 

extra hours.  

The group, which includes Barnardo’s, the Trades Union Congress and The 

Children’s Society, has cautioned that poor single parent families will 

disproportionately lose out under the proposals, as they are more likely to work 

part time in low paid jobs or on zero-hour contracts that leave them earning less 

than the £10,000 PA threshold to qualify for extra help (5). Second earners 

(usually mothers) on low incomes working part time will also lose out. 

 

Barnardo’s Assistant Director of Research and Policy Neera Sharma 

comments: 

 

“The UK’s poorest families are being told by the government that it always 

pays to “strive”, whilst being cut out of plans that would lighten 



debilitating childcare costs and make work genuinely pay. This mixed 

message does little to help them escape the poverty trap.” 

Current childcare bills average £4.26 per hour, a cost that makes it difficult for 

the poorest families to work their way out of poverty. Research finds that under 

Universal Credit, many low income families who work beyond 15 hours a week – 

when free, state-funded early years provision ceases – face earning nothing or 

even face paying up to £1 for every extra hour they work (6). 

The Consortium is calling on the Government to fund 85% of childcare costs for 

all families on Universal Credit. This would cost £200 million, (7) and could be 

funded from the £750 million set aside to fund childcare for higher income 

families. 

 

Notes to editors 

(1)     Members include Barnardo’s, the Children’s Society, the Trades Union 

Congress, Child Poverty Action Group, Gingerbread, Working Families, The 

Resolution Foundation, The Women’s Budget Group 

(2)    State of the Nation: social mobility and child poverty in Great Britain – 

Social Mobility and Child Poverty Commission 

(3)     The Tax Free Childcare scheme allocates £1bn to provide extra childcare 

subsidies for working parents not eligible for universal credit and earning up to 

£150K per year. Current government plans are to introduce an additional 85% 

rate of childcare costs support in universal credit, but only for those parents 

earning over the income tax threshold (£10,000 in 2014-15, when the scheme is 

due to be introduced) 

https://www.gov.uk/government/consultations/tax-free-childcare   

(4)     Analysis suggests that there are 900,000 in-work families claiming 

Universal Credit with dependent children under 15 or in full time education, 

where at least one parent does not pay tax. These families will not receive the 

extra help with childcare costs (increasing support to 85% of childcare costs).  

Resolution Foundation 

http://www.resolutionfoundation.org/media/media/downloads/NEW_CHILDCARE

_SUPPORT_IS_WELCOME_BUT_ITS_SKEWED_TOWARDS_THE_AFFLUENT_1.pdf  

 (5)     One in three (31%) children whose single parent works part-time is living 

in poverty- up from one in four (23%) a year ago (Households Below Average 

Income 2011/12) 

(6)     24 hours per week is the point at which a family is claimed to be able to 

work their way out of poverty under the new Universal Credit benefits system, 

https://www.gov.uk/government/consultations/tax-free-childcare
http://www.resolutionfoundation.org/media/media/downloads/NEW_CHILDCARE_SUPPORT_IS_WELCOME_BUT_ITS_SKEWED_TOWARDS_THE_AFFLUENT_1.pdf
http://www.resolutionfoundation.org/media/media/downloads/NEW_CHILDCARE_SUPPORT_IS_WELCOME_BUT_ITS_SKEWED_TOWARDS_THE_AFFLUENT_1.pdf


Strategy white paper, HMG, 2011. However,  Barnardo’s research reveals that at 

24 hours’ work a week, for example, a single parent with two pre-school children 

on Universal Credit faces paying 28P for every extra hour they work (beyond 15 

hours, where 100% state subsidised childcare ceases) Paying to Work 

(7)     Freedom of Information request, Barnardo’s 

 

What the Consortium members say: 

 

TUC General Secretary Frances O’Grady:  

“This government is not on the side of hard-working families. Excluding 900,000 

of the UK’s hardest pressed families from financial childcare support because 

they earn less than £10,000 a year will leave some of the lowest paid earning 

nothing – or even paying money for working extra hours. Childcare in the UK 

still has a long way to go before it compares to the best of what is available 

elsewhere in Europe.” 

Matthew Reed, Chief Executive of The Children’s Society, said: 

“The vast majority of children living in poverty – six in 10 – are in low-income 

working families. Families where parents are having to make harsh choices 

between putting food on the table or buying new school uniforms. It is unfair to 

exclude the poorest working families from getting extra help with rising childcare 

costs, when they want to work, make ends meet and provide for their children.” 

Alison Garnham, Chief Executive of the Child Poverty Action Group: 

“Making work pay is a top priority for Government so the simplest approach of 

giving the full 85% childcare support to all including the lowest paid will help 

reduce child poverty and get more second earners and lone parents into paid 

work. There’s tremendous political consensus on the problem – that high 

childcare costs mean too many families are not better off in work – so let’s deal 

with this problem properly for every family affected and make it fair and simple.” 

Gingerbread Chief Executive Fiona Weir:  

“The government has a real opportunity to transform the lives of many working 

single parents who are bringing their children up in poverty. Providing extra 

childcare support would ensure the government delivers on its promise to make 

every extra hour of work pay.” 

Professor Susan Himmelweit, policy coordinator for the Women’s 

Budget Group: 

http://www.barnardos.org.uk/publication-view.jsp?pid=PUB-1921


“Many mothers prefer to return to employment part-time after maternity leave. 

It is important for their own their children’s future well-being that they can do so 

and then increase their hours later. These proposals will not help make that 

possible for low-income mothers, forcing them to make unwelcome choices that 

may lead to them dropping out of the labour market altogether.” 

Sarah Jackson, Working Families Chief Executive:  

“The additional help with childcare costs, though welcome, needs to reflect the 

patterns of work that parents choose, including the choice of part time work.  

We’d like to see all low income families get the help they need to ensure work 

pays.  It appears single parents and second earners will be better off only if they 

work very few hours or if they are in full time jobs: there may be unintended 

consequences for women’s employment participation.” 

Vidhya Alakeson, Deputy Chief Executive, Resolution Foundation: 

“The government is planning to spend an extra £1 billion helping families with 

the costs of childcare which is very welcome. But it's neither fair nor logical that 

the lowest earning families for whom childcare costs present the biggest barrier 

work are excluded from this support. It's vital that the government acts to 

correct this anomaly by paying the higher rate of childcare support under 

universal credit to all working families, no matter how low-paid.” 

Barnardo’s Assistant Director of Research and Policy Neera Sharma 

comments: 

“The UK’s poorest families are being told by the government that it always pays 

to “strive”, whilst being cut out of plans that would lighten debilitating childcare 

costs and make work genuinely pay. This mixed message does little to help 

them escape the poverty trap.” 

 


