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WORKING FAMILIES RESPONSE TO THE BUDGET 2009

Good news for disabled children but need for more flexibility for tax credits

Responding to the Budget 2009, Chief Executive Sarah Jackson said:

”The additional money for disabled children’s trust funds and the increase to child tax credits will be welcomed by many families.   It is good to see grandparent’s contributions to childcare recognised.  Many families rely on informal childcare and therefore cannot access any Government support for childcare costs.

We take issue with the Chancellor’s suggestion that families on shorter working weeks or reduced incomes will have an “automatic” increase in tax credits to compensate.  Families can only increase tax credits when they supply a new estimate of their total income for the current tax year.  Our callers know this is risky – if hours subsequently increase or a parent goes back into work, the estimate may turn out to be too low, and they run the risk of overpayment.    Families struggle with the complexity of tax credits when their family income has fallen.  Simply reporting a change in the hours of work may reduce their award: it may mean that they can no longer claim the childcare element, or the 30 hour element, or even lose working tax credits altogether.   It would be good to see tax credits simplified so that the flexibility that the Chancellor suggests becomes a reality for hard pressed families”.

Note to Editors:

The Chancellor’s speech 22 Apr 2009 Hansard Column 239
“As shorter working weeks or irregular patterns reduce wages, those receiving tax credits can see an automatic increase to compensate for the loss of income. In March alone, for example, 355,000 families were receiving on average £35 a week more to support them, through tax credits—all the more reason why we need to keep tax credits and not scrap them. This demonstrates how our welfare system automatically helps people when they need it most”
