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In a series of policy announcements in
May 2010, the coalition Government
announced a number of measures
intended to reduce the budget deficit.
Among these were several cuts and
changes to the system of benefits
originally designed to help parents and
families. 

Child Benefit
The chancellor has announced that, from
2013, he will axe child benefit for
households where one person has
earnings above the 40% tax threshold,
currently about £44,000. Households
where the combined income is above
£44,000, but both parties earn under
£44,000, will not be affected. Child benefit
will also be frozen at current rates for
three years. It is currently paid to all
families at £20.30 per week for an only or
eldest child, plus £13.40 per week for any
other children, without a limit on child
numbers. As a member of the campaign
to end child poverty NCT looks forward to
working with Government to ensure that
proposed changes to child benefit to be
introduced in 2013 are as fair as possible
on families of young children. The current
proposal could be regarded as inequitable
in its treatment of single income
households, whether they are headed by
a single adult or by a couple.

Tax Credits
There will also be radical changes to the
system of tax credits. The child tax credit is
available to people aged 16 or over with
one or more child, and below a particular
income threshold. It consists of a basic
family element (paid to any family entitled
to the credit) and additional elements paid
at different rates: a baby element, a child
element, a young person element and a
disability element.

At the moment, families can receive up
to £54 a week for the first child, an extra
£44 a week for a second child, and an
extra £44 a week for the third child. 

Those with a family income up to
£50,000 can still claim £10.50 a week,
although the sum is capped regardless of
the number of children. From April 2011,
however, child tax credits will only be
available to families earning less than
£40,000 a year. 

Over the coming years, child tax benefit
will be scaled back even further, so that
from April 2012, those earning more than
£30,000 with one child will not receive
any tax credits, and those earning
£25,000 will see their entitlement cut. A
further cut will be to abolish the baby
element of child tax credit in 2011/12.
Currently, this payment is given to each
family that includes at least one eligible
child under the age of one, on top of the
family element. 

But families on low incomes will receive
more child tax credit, as the child element
is set to rise by £150 a year above inflation
from next April and by £60 a year above
inflation from April 2012. 

Grants
The Health in Pregnancy grant, which
entitles all pregnant women beyond their
25th week of pregnancy to a £190
payment, will be scrapped next April. The
grant was introduced to give mothers-to-
be the resources to eat healthily in the
months leading up to birth, with the aim
of improving infant health. 

The Sure Start Maternity Grant, a one-
off payment for those on a low income to
contribute towards the cost of essentials
for a new baby, is to be limited to the first
child. 

Child Trust Fund
The decision to abolish the Child Trust
Fund will come as a blow to many families.
The Government currently pays £250 into
the fund at birth and another £250 on the
child’s seventh birthday, and is designed
to encourage the practice of saving. For
low-income families, who received an
additional £250 at birth and at seven, it
provided a crucial pot of money that could

later be used to help children when they
left home.

NCT is supporting the Save Child
Savings campaign, which was created to
fight the Government’s plans to take away
Child Trust Funds and to require politicians
to protect every child’s right to the best
start to their adult life. The campaign
represents a broad alliance that includes
consumer groups, charities and service
providers. We believe that Child Trust
Funds offer an invaluable investment in
children’s future. 

Evidence shows that the return on the
investment in supporting new parents is
significant, and NCT believes that there
needs to be a policy for family savings in
the long term. Investing in the creation of
assets for every child from birth onwards
will also help more children make the
most of their lives. 

Other changes
Lone parents will be expected to work
once their youngest child has started
school, a measure that the chief executive
of the single-parent organisation
Gingerbread says will be ‘piling on the
pressure for single parents [and] won’t
help them compete for jobs that are
scarce’.1

Families receiving housing benefit will
see a cap of £400 a week for a four-
bedroom house. The increase in the rate
of VAT from 17.5% to 20% will also
adversely impact many families. 

The inevitable conclusion is that
families are going to bear the brunt of the
cuts. Families with young children will be
hit the hardest: parents having a second
child will be £1,200 worse off this year.
NCT believes that the cuts to benefits and
grants and the rise in VAT have
disproportionately hit parents and
parents-to-be. 
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The budget – bad news for parents?

Andrew Sharp, NCT’s senior public affairs adviser, looks at the changes announced in the

budget and what they will mean for families.
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