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WORKING PARENTS UNDER THREAT FROM SPENDING CUTS

NEW SURVEY SHOWS CUTS TO CHILDCARE TAX CREDITS MAY FORCE PARENTS
TO GIVE UP WORK

A new survey of over 2,000 working mothers has revealed that over half will be
forced to stop work or significantly reduce their working hours, as a result of
cuts in the level of support for childcare costs, due to start this April. The
survey was carried out by Netmums, in partnership with the Resolution
Foundation.

The changes relate to the childcare element of the Working Tax Credit, which is
claimed by around 450,000 working households across the UK, mostly on
household incomes below £30,000. Under the current system, working
parents can claim support for up to 80% of the costs of childcare, but from
April that figure will fall to 70%.

Despite the fact that the Government assumed that no parents would change
their working routine when the cuts happen, the research found that:

e more than two-thirds of parents (68 per cent) said they will have to make
significant adjustments to their childcare arrangements in response to the
changes

e over one in five (22 per cent) working mothers will have to give up their
jobs in order to cover the increased childcare costs

e over a quarter of mothers (29 per cent) will reduce their working hours in
order to cope with childcare costs

e 27 per cent will have to rely more on informal care from family and friends
to cover the shortfall

In addition, nearly 80 per cent of those surveyed were not even aware that the
change was about to happen.

Sally Russell, co-founder of Netmumes, said “Many mums with young children
struggle to find work that pays enough and removing childcare support for
those on the lowest incomes will force many out of work. This is exactly the
opposite of what the Government wants to see happen.”



Analysis of the cuts by the Resolution Foundation has shown that families
earning under around £30,000 a year stand to lose an average of £440 per year
from the upcoming reductions in the childcare tax credit, with some losing up
to £1,300.

Gavin Kelly, Chief Executive of the Resolution Foundation, said “This is bad for
employment, bad for those on low-to- middle incomes and bad for working
mothers. The research clearly shows that it won’t give the government the
savings they claim because a significant proportion of parents will be forced to
reduce their working hours or even give up work altogether.”

The changes were announced in the October Spending Review, to make
savings of £270 million next year, rising to £385million in 2014/15.

The independent Office of Budget Responsibility had already questioned this
assumption, stating that if families take on more childcare themselves, ‘this
could affect hours worked and participation in the labour market’.

Notes to editors:

Survey of 2,196 Netmums members that claim childcare tax credits carried out
in February 2011. The chart below shows the reaction to the change split by
part time and full time working mothers.



Those receiving childcare tax credit will lose an average of £440 per year of
support for the cost of childcare [with some losing up to £1300]. If this happened
to you, would it affect you? Would you: (select all that apply)
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Full results can be viewed at www.resolutionfoundation.org

The Office of Budget Responsibility stated at the time of the October Spending
Review ‘reducing the childcare costs paid through the WTC [Working Families
tax credit] increases the incentive for families to take on childcare themselves,
or rely on extended family members. If more time is spent on childcare, this
could affect hours worked and participation in the labour market’.
http://cdn.hm-treasury.gov.uk/sr2010 policycostings.pdf

Analysis by the Resolution Foundation has shown that low-to-middle income
families stand to lose an average of £440 from the upcoming reductions, with
some losing up to £1,300 www.resolutionfoundation.org

Over 2 million people in Britain receive Working Tax Credits (WTC), means-
tested payments provided by the government to boost the incomes of
households on low incomes. 470,000 households receive the childcare
element of WTC, which provides support for childcare costs. Most are on
incomes below £30,000. The planned reduction in support was estimated to
save the Government £270m next year, rising to £385m in 2014/15.


http://www.resolutionfoundation.org/
http://cdn.hm-treasury.gov.uk/sr2010_policycostings.pdf
http://www.resolutionfoundation.org/

Analysis of losses to families are based on the latest data published by HMRC,
from 2008. Since WTC payments rise year on year, real losses in 2011 are likely
to be higher.

Netmums.com was set up by mums Siobhan Freegard and Sally Russell in 2002.
The website has proved to be a social networking phenomenon, connecting
and supporting mums across the UK. The largest parenting website in the
country, Netmums.com has over 900,000 members.

The Resolution Foundation is an independent research and policy organisation
working to improve the lives of low-to-middle earners.
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mailto:katreena@hellounity.com
file:///C:/Users/felicity.dennistoun/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/C2TC8058/natalie@hellounity.com
file:///C:/Users/felicity.dennistoun/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/C2TC8058/katherine.green@resolutionfoundation.org

