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challenging inequality: promoting wellbeing

Emergency Budget 2010: Changes to
maternity benefits and support for

families

In the Emergency Budget on 22" June 2010, the
coalition Government announced substantial cuts to
maternity payments and financial support in the first
year of a child’s life. As a result, families on low
incomes face a tougher time during pregnancy and
their child’s first year.

This briefing outlines the proposed changes to
benefits and tax credits paid during maternity and the
first year of a child’s life and who could be affected
by them. For more information about the payments
listed, see Maternity Action’s information sheets at
www.maternityaction.org.uk.

All payments and benefits listed in this briefing are
classed as public funds. Individuals with ‘no
recourse to public funds’ as a condition of their visa
will not be affected as they are not currently eligible
for these forms of support. No changes have been
announced for Statutory Maternity Pay, Maternity
Allowance or Healthy Start.

All information is correct at the time of writing (July
2010), but many of the changes outlined are
proposals so may be subject to change.

Child Trust Fund

The first cut for families was announced on 24" May
2010 and signalled the end of government
contributions to Child Trust Funds. This is likely to be
phased in from August 2010 and abolished from
January 2011.

From August 2010 the amount paid at birth will be
reduced. For families in receipt of Child Tax Credit
and with an income of £16,190 or less, payments will
drop from £500 to £100. Payments to other families
will drop from £250 to £50. At the same time,

payments for children aged seven will stop.
Currently, families receive a further £250 or £500
when a child turns seven. Top-ups of £100-£200 per
year for children in receipt of Disability Living
Allowance, announced in April 2010, will continue
until April 2011.

For children born from January 2011 onwards, no
vouchers will be issued for Child Trust Funds.

Health in Pregnancy Grant

The Health in Pregnancy Grant, a one-off payment
worth £190, was introduced in April 2009 to support
pregnant women to stay healthy as they prepare for
the birth of their child. It is a universal benefit paid to
all women once they reach the 25" week of
pregnancy.

The Health in Pregnancy Grant is being abolished
from 1% January 2011 and no payments will be made
to women who reach the 25" week of their
pregnancy after this date.
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Sure Start Maternity Grant

The Sure Start Maternity Grant is a one-off payment
of £500 per baby paid to families who are in receipt
of income-related benefits including Child Tax Credit
of more than the family element. This could currently
include:

e Family with one child aged over one and
expecting their second child with an annual
income of up to £22,000 per year.1

e Family with three children aged over one,
expecting their fourth child with an annual income
of up to £33,800 per year.?

From April 2011, Sure Start Maternity Grants will be
restricted to the first child only. Payments will
continue to be made per child in the case of multiple
births.

The Government estimates that 144,000 families
with second or subsequent births who would be
entitled under the current rules will not receive a
Sure Start Maternity Grant in 2011-12 as a result of
this change.®

Child Tax Credit

The Emergency Budget announced a number of
changes to be made to tax credits over the next few
years. Child Tax Credit can currently be paid to
families with incomes of up to £58,000 or £66,000 if
they have a child aged under one year old.

The amount of Child Tax Credit paid to families
depends on their income, family size and
circumstances. Child Tax Credit awards are
calculated by first working out a family’s maximum
tax credit entitlement. This is made up of a number of
elements including;

e The family element — for all families, with an
additional amount payable to families for the first
year of a child’s life, and

e The child element — one amount is paid per child.

Tapers are then applied to this maximum according
to the family’s income and within fixed income
thresholds so that lower income families receive
more help.

Changes from April 2011 include:

e The removal of the baby addition to the family
element — worth up to £545 for the first year of a
child’s life. It is currently paid to 484,000 families
in the UK.*

¢ Anincrease of £150 above inflation to the child
element (currently worth £2,300 per child per
year).

e Child Tax Credit will stop for families with an
income over £40,000.

e Increasing the tapers so that tax credit
entitlement is reduced more quickly for higher
incomes.

Further changes will be made from 2012 onwards
including stopping entitlement to families with an
income of £30,000 or more per year.

Child Benefit

Child Benefit is currently paid to all families for their
children from birth until the age of 16 (or 19 if the
child is in relevant education or training) at the rates
of £20.30 per week for the first child and £13.40 per
week for each subsequent child.

From April 2011 the rate of Child Benefit will be
frozen for three years.

Other changes

Although not specifically targeted at pregnant women
or new families, the following changes will also affect
low income families.

Housing Benefit: A package of reform of Housing
Benefit begins in April 2011 including capping the
maximum amounts payable according to property
size to:

e £250 per week for one-bedroom properties

e £290 per week for two-bedroom properties

e £340 per week for three-bedroom properties

e £400 per week for four-bedroom and larger
properties
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Summary of anticipated changes to maternity and family benefits August 2010 to April 2011

Date Benefit Change
August Child Trust Fund Government contributions reduced to £100 for low income families (or £50
2010 for other families) per child at birth.
Government contributions stop for children aged seven.

January | Health in Pregnancy Grant Abolished.
2011

Child Trust Fund Government contributions stop for all new births.
April Sure Start Maternity Grant Payments restricted to the first child only (or children for multiple births).
2011

Child Benefit Rate frozen for the next three years.

Child Tax Credit Baby addition removed.

Child element to increase by £150 above inflation.
No entitlement for families with an annual income of more than £40,000.

Child Trust Fund Withdrawal rate raised so that payments drop at a higher rate as income
increases.
Top-up payments for disabled children stop.

CASE STUDIES

Amanda

is a lone parent with one child aged five and is expecting twins. She does not work and receives

Income Support of £65.45 per week and Child Tax Credit of £54.67 per week.

Under current rules, she would receive a Health in Pregnancy Grant (£190), two Sure Start
Maternity Grants (£500 each) and a Child Trust Fund voucher for each new child (£500 each). After
the birth of the twins her Child Tax Credit would increase to £153.51 per week and would include
two more child elements and a baby addition.

Under proposed changes (applied to 2009/10 rates)’, she wouldn’t receive any one-off payments.
After the births, her Child Tax Credit would increase to £151.62 per week and would include three
child elements paid at the higher rate but no baby addition.

The proposed changes mean that Amanda would lose out on £2,190 in one-off payments and would
be approximately £2 per week worse off in the first year after the birth of the twins.

Belinda and Carlos have three children aged two, four and six and are expecting their fourth child. Belinda
and Carlos both work part time and their annual household income is £30,000. They currently receive Child
Tax Credit of approximately £39.72 per week (higher than the family element).

Under current rules, they would receive a Health in Pregnancy Grant (£190), a Sure Start Maternity
Grant (£500) and a Child Trust Fund voucher (£500). After the birth, their Child Tax Credit would
increase to £94.39 per week including an additional child element and the baby addition.

Under proposed changes (applied to 2009/10 rates)s, they wouldn’t receive any one-off payments.
After the birth their Child Tax Credit would increase to £95.41 per week and would include four
child elements paid at the higher rate but no baby addition.

The proposed changes mean that Belinda and Carlos would lose out on £1,190 in one-off payments

and

would be approximately £1 per week better off in the first year after the birth of their fourth

child.
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These caps proposed are national figures with no
account taken of regional variations in rent charges,
so low income families in areas of high rent e.g.
London and the South East are more likely to suffer
the impact of these rent restrictions. Larger families
could also be disproportionately affected.

Income Support: From October 2011, Income
Support claims on the basis of being a lone parent
will only be allowed until the youngest child is five
years old. Lone parents will then be expected to
claim Jobseeker’s Allowance and look for work.

New reference for benefits up-rating: From April
2011, increases to benefits and tax credits will be
calculated according to the Consumer Price Index
rather than the Retail Price Index. As the CPl is
usually lower than the RPI, this is likely to mean that
benefits and tax credits will increase by smaller
amounts each year.

CONCLUSIONS

The removal of the Health in Pregnancy Grant and the restriction
to the Sure Start Maternity Grant ignores the additional needs of

pregnant women and the financial costs of preparing for a new

baby.

While some families receive minor benefits from the changes to

Child Tax Credit, many low income families are worse off. This
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life and disregards the additional costs faced by new families.

The Conservatives

need and make Britain the most family-friendly country in

E u r 0O ptés hot possible to reconcile this commitment with cuts
that make life harder for pregnant women and new parents.
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BY ROZ HAMPSON

About Maternity Action Maternity Action is a national
charity working to end inequality and promote wellbeing
for all pregnant women, new mothers and their families.

For further information on our campaigning work and for

detailed information on maternity and parental rights and

benefits, see our website at www.maternityaction.org.uk

1 Assumes entitlement to Child Tax Credit only.

2 Assumes entitlement to Child Tax Credit only.

3 House of Commons Hansard Written Answers for 28 June 2010, column 387W (www.parliament.gov.uk)

4 HMRC Child and Working Tax Credit Statistics April 2010 (National Statistics)

5 No baby addition, child element increased to £2,450 per child. Assumes entitlement to Child Tax Credit only.

6 No baby addition, child element increased to £2,450 per child. Assumes entitlement to Child Tax Credit only.

7 www.conservatives.com/Policy/Where we stand/Family.aspx
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