


March 2026

Summary
· The Child Poverty Strategy will deliver a substantial short-term reduction in child poverty and creates an important foundation for further reductions. However, child poverty reduction targets are essential to make the Strategy effective over the long-term. Those targets should be accompanied by measures assessing progress in addressing drivers of child poverty including problem debt and low financial resilience.
· Problem debt and child poverty are closely connected. The Child Poverty Taskforce terms of reference rightly highlighted problem debt as a driver of child poverty but that has not translated into a clear set of policy actions in the Strategy itself.
· Increasing family incomes and reducing essential costs is crucial to reduce dependence on using credit to make ends meet, as this leads to problem debt which causes and compounds poverty. Building on the measures already announced by the Government, key priorities include:
· uprating working-age benefits to maintain and increase the value of support to reverse the long-term erosion in the value of support for families;
· taking ’quick win’ actions, such as further reforms to the system of debt deductions from Universal Credit and updating regulations so councils can automatically enrol eligible residents in local council tax support schemes; and 
· making cost-effective investments targeted to reduce child poverty as soon as possible, including ending the benefit cap, increasing housing support by re-linking Local Housing Allowance to the 30th percentile of local rents and ensuring councils are funded to provide 100% council tax reductions.
· The Government should also take action to reduce child poverty by addressing problem debt and supporting parents to build financial resilience, including:
· further improvements to the Help to Save scheme to support parents who can afford to do so to maintain a rainy day savings pot; 
· addressing the gap in credit alternatives so those who cannot meet essential ‘lumpy’ costs are not driven into unaffordable borrowing; and
· reforming government debt collection practices including council tax to replace aggressive debt collection with effective support for those who fall behind.
Introduction
StepChange Debt Charity is a specialist not-for-profit provider of debt advice and debt solutions supporting people across the UK. In 2025, over 660,000 people contacted StepChange seeking debt advice or guidance with their problem debt and over 170,000 people completed full debt advice through our online and telephone service. We welcome the opportunity to respond to the Work and Pensions Committee inquiry on delivering the Child Poverty Strategy.
Response to inquiry terms of reference questions
Is the Child Poverty Strategy sufficiently ambitious?
The Child Poverty Strategy provides a strong foundation for a short- to medium-term reduction in child poverty. We welcome the commitments the Government has already announced to support the child poverty strategy including removing the two-child limit, the above inflation rise to the basic rate of Universal Credit (UC), the introduction of the Fair Repayment Rate in UC, and the Crisis and Resilience Fund (CRF) alongside wider cost of living measures such as the expansion of the Warm Home Discount Scheme (WHDS). As the Strategy highlights, these measures are expected to lead to a significant reduction in child poverty during this Parliament.
The Strategy has not yet, however, created the conditions for a significant long-term reduction in child poverty. Concrete targets are essential in order to measure and drive progress across government and partners. In light of the central role of problem debt in child poverty, the measures and targets developed to support the strategy should include specific problem debt and financial resilience metrics. We touch on this further in our response to the call for evidence questions below. 
The Government also highlighted the importance of problem debt as an outcome and driver of child poverty in its Child Poverty Taskforce terms of reference, where the second of three priorities was to ‘bring down essential household costs, build savings and tackle problem debt’. The final Strategy, however, does not include clear action to address that priority. The Strategy notes the Government’s commitment to reforming government debt collection, which is welcome, but does not mention supporting families to save at all and includes little concrete analysis or commitments on tackling problem debt. This is a missed opportunity, but the Government can and should now use implementation of the Strategy to address problem debt and reduce child poverty.
Are the drivers and outcomes that the Government has set out in the Strategy the right ones?
The strategy rightly highlights the fall in the value of social security payments, in-work poverty, barriers to increasing income, and the role of health conditions and disability, among other drivers of child poverty. 
A key driver the strategy does not address substantively is the role of problem debt in causing and compounding child poverty. StepChange submitted a briefing to the Child Poverty Taskforce setting out how child poverty and problem debt are closely connected.[footnoteRef:1] We highlighted that: [1:  StepChange (2025) Child poverty and problem debt: priorities for a new child poverty strategy] 

· 19% of parents receiving means-tested benefits are experiencing serious problem debt, rising to 23% of single parents receiving means-tested benefits.[footnoteRef:2] This compares to 12% of all parents and 8% of UK adults; and [2:  Figures refer to parents with children under 18. All figures, unless otherwise stated, are StepChange estimates based on a survey conducted by YouGov Plc. Total sample size was 4,613 adults. Fieldwork was undertaken between 19th - 21st January 2025. The survey was carried out online. The figures have been weighted and are representative of all UK adults (aged 18+).] 

· 25% of parents receiving means-tested benefits are in arrears on one or more priority bills (including housing, council tax and energy bills) compared to 13% of all parents and 10% of UK adults.
Problem debt occurs when people can no longer meet household bills and contractual debt repayments. Poverty drives problem debt because those with low incomes are more likely to struggle with essential bills and borrow to make ends meet. [footnoteRef:3] While credit can be an important cashflow tool for households, borrowing to make ends meet tends to lead to increasing repayments and deepening debt, compounding income problems and creating a self-reinforcing problem. Debt repayments also directly cause and deepen poverty; recent research found that unsecured debt repayments pushed 10% of families with children below the relevant Minimum Income Standard threshold.[footnoteRef:4] [3:  Stone, J. et al. (2023) Debt, poverty and living standards in Great Britain; Hartfree, J. and Collard, S. (2014) Poverty, debt and credit: An expert-led review]  [4:  Stone, J. et al. (2023)] 

As such, the Government was right to include problem debt in its terms of reference for the Child Poverty Taskforce. Unfortunately, that has not yet translated into a fully developed approach in the strategy itself. This risks missing an important opportunity to reduce child poverty. We say more on steps the Government should take to address problem debt among families with children at risk of poverty in this submission. 
Are there any policies and initiatives that could strengthen the outcomes in:
(i) boosting families' incomes;
(ii) saving families' money;
(iii) securing families' finances; and
(iv) strengthening local support,
that were not included in the Child Poverty Strategy?
We are encouraged that the proposed monitoring and evaluation framework does include ‘savings and financial shocks’ as a driver of child poverty. The Strategy itself, however, does not mention supporting families to save, which illustrates the need for more work to develop the Government’s approach in this area.
The Government should crystalise the ‘savings and financial shocks’ theme in its theory of change to reflect factors that promote or undermine financial resilience, which means:
· supporting households to make ends meet by increasing incomes and reducing essential costs so that they do not become dependent on credit to pay for essentials;
· supporting parents to build financial resilience through savings and access to credit alternatives; and
· preventing  harmful financial difficulties journeys for parents who experience problem debt.
Supporting parents to make ends meet
The Strategy sets out the reality of inadequate incomes and contributing factors including the erosion of the value of working-age benefits. We welcome the steps the Government has announced so far to directly increase incomes through social security payments or support parents to increase income from work, such as removing the two-child limit, increasing the UC standard allowance, expanding free childcare and improving administration of the UC childcare element, among other measures.
Building on the Strategy, key medium-term priorities should be ensuring that benefits to parents are uprated to maintain and increase their value, alongside investment as soon as possible in cost-effective steps to reduce child poverty. Here we would particularly highlight ending the benefit cap, re-linking the local housing allowance to the bottom 30th percentile of local rents and maintaining that link, and ensuring local authorities are sufficiently funded to provide council tax support schemes that deliver 100% reductions to residents at risk of poverty and hardship. 
Bringing down the costs of household bills is also an important means of reducing child poverty. The Government highlights in the Strategy its commitments on utilities, such as expanding eligibility for the WHDS. While expansion of the scheme is welcome, it provides £150 in support compared to an increase in average bills of £716 in the last five years. Similarly, water bills have increased by over £200 over the same period but water social tariffs vary considerably between suppliers and take-up is low. We would like to see the Government:
· transform the existing WHDS into an expanded social tariff scheme, introducing higher tiers of support for households with low incomes or high energy needs at risk of fuel poverty and expanding eligibility for the scheme to high need households receiving non-means-tested disability benefits; and
· introduce a single national social tariff across all water providers in England and Wales with a minimum level of support, consistent eligibility criteria and a system of auto-enrolment. 
Reforming deductions from UC
Further reforms to the system of debt deductions from UC is also an important low-cost means of further increasing family incomes. We welcome the implementation of the ‘Fair Repayment Rate’ in UC, which caps deductions at 15% of the standard allowance. Unfortunately, while this is a step forward, it also represents the continuation of an approach that leads to deductions that are not fair or affordable for many. 
StepChange has highlighted the impact of deductions on those receiving UC in several reports and set out solutions.[footnoteRef:5] While successive governments have taken steps to reduce the impact of deductions, the scheme remains fundamentally flawed. Outside of UC, regulators require that creditors and suppliers assess the affordability of repayment of arrears and do not demand repayments where someone cannot meet essential costs. There is no reason government should not take the same responsible approach, and it is particularly counter-productive to do so in UC where unaffordable deductions reduce the income of households inherently more likely to be facing risks of hardship.  [5:  StepChange (2022) Hardship by design? How to end unaffordable debt deductions; StepChange (2023) StepChange response to Work and Pensions Committee inquiry on benefit levels in the UK] 

The Government should make further reforms to the deductions system:
· capping individual deductions at 5% of the standard allowance;
· overhauling the system of third-party deductions (such as for housing, energy and council tax arrears), ensuring such deductions are only made from UC where they are affordable and in the best interests of claimants; and
· using the ongoing review of UC to address the five week wait for UC and prevent unnecessary debt reducing future UC payments through deductions.
Take-up of social security payments
Finally, the Government could go further to increase take-up of benefits. Specifically, council tax support is one of the most under-claimed benefits. Less than one in three (28%) of StepChange clients who responded to a 2024 survey on council tax were in receipt of council tax support when they first fell behind on council tax payments. Recent research by Policy in Practice found council tax support is significantly underclaimed, with 2.25 million people missing out.[footnoteRef:6]  [6:  Policy in Practice (2025) Missing Out 2025] 

We urge the Government to promote council tax support take-up following the Welsh Government approach of updating regulations so that a council may treat an ‘intention to claim’ in the DWP UC Data Share as an automatic application for the relevant local council tax reduction scheme.
Supporting parents to build financial resilience
Supporting families to save
Maintaining an accessible savings pot to manage ‘lumpy’ expenses is an important means of building financial resilience and avoiding debt problems that compound poverty. Our national polling has found that 76% of parents receiving means-tested benefits would not be able to meet an unexpected £1,000 expense without borrowing. This compares to 41% of UK adults. While many parents with low incomes cannot afford to save and meet their essential costs, supporting those who can do so to build rainy day savings should be a priority.
While the taskforce terms of reference mentioned support to save, the final strategy does not. This appears an oversight since the Government recently announced the expansion of the Help to Save scheme from 2028 to parents with children in education and carers providing 35 hours or more care each week (regardless of whether they are in work). 
These are welcome steps and the Government’s priority should now be ensuring higher take-up of Help to Save, as only around one in 10 eligible people currently accesses the scheme. It is also unclear whether the current design of the scheme is well-suited to more financially vulnerable households that will become eligible in future that are less likely to be able to make the maximum £50 contribution each month (which may discourage participation). The Government should:
· bring forward expansion of the Help to Save scheme to April 2027;
· assess the feasibility of auto-enrolment and otherwise take steps such as using the UC journal to ensure those eligible are aware of the scheme; and
· use evaluation of the scheme to identify opportunities to improve design and ensure the scheme meets the needs of households with low incomes that can afford to save something but not the maximum £50 contribution each month.
Access to credit alternatives
Another key financial resilience priority not mentioned by the Strategy is access to credit alternatives. Everyone has basic budgeting needs to cope with ‘lumpy’ costs: expenses that change from month to month, unpredictable costs and occasional emergencies. Families are more exposed to unpredictable costs for a number of reasons, including because there are more people in the household and children’s growth and development drives regular expenses like new clothes and items needed to support social participation and education. One way or another, parents must find a way to meet these expenses through income, savings or credit, but they often face an unpalatable choice between they or their children going without essential needs and unaffordable borrowing often using harmful high cost credit, driving debt problems.
StepChange recently published the briefing Somewhere safe to turn, which segments the need for credit alternatives in the UK and highlights the need for a spectrum of solutions to support struggling households with essential ‘lumpy’ costs, from crisis grants to low-cost credit.[footnoteRef:7]  [7:  StepChange (2025) Somewhere safe to turn: Segmenting the need for credit alternatives and affordable credit in the UK] 

The briefing finds that an estimated two million parents with children under 18 would need to borrow to meet an unexpected essential cost but could not afford to repay an interest-bearing loan. The most important contribution the child poverty strategy can make is to address the gap in credit alternatives—grants or safe no cost loans—for those who cannot afford to repay any form of commercial credit. 
The announcement of the new CRF in England, building on the Household Support Fund (HSF) is a welcome step to address the gap in local crisis grants. We also welcome the Department for Work and Pensions guidance for the scheme, which sets out a cash-first approach, makes clear the scheme should encompass larger items like furniture where appropriate, and encourages local authorities to complement financial assistance with advice and support to address the underlying drivers of crisis.
The expansion of the remit of the scheme (compared to the HSF it replaces) to financial resilience is a significant opportunity; however, funding for the scheme has been reduced alongside that expansion, and local authorities have relatively little time to develop coherent local models before April this year. As such we would expect the implementation of the CRF to take time to mature to its full potential. We would now like to see the Government put the CRF on a permanent footing and use learning from roll-out to ensure future funding is adequate to deliver the aspirations of the scheme.
The Government should also review and extend development grants targeted at families in England and Wales, focusing alongside birth and development milestones on key points of financial pressure such as the summer holiday and Autumn return to school. We note CPAG’s proposals to this end and would also encourage the Government to incorporate learning from Scotland’s Best Start grant scheme.[footnoteRef:8] [8:  CPAG (2022) 'You have to take it back to the bricks’: Reforming emergency support to reduce demand for food banks] 

The critical gap we highlight in the Somewhere safe to turn briefing that neither the Child Poverty Strategy nor the HM Treasury-led Financial Inclusion Strategy have yet addressed is access to credit alternatives, that is ‘no cost’ credit designed for those with low financial resilience. There are two important opportunities here.
The first is establishing a national no-interest loan scheme. Building on a HM Treasury-commissioned feasibility study, Fair4All Finance has sponsored a series of local no-interest loan scheme pilots, and an interim evaluation has pointed to the success of the pilots in supporting financially vulnerable households like those at risk of child poverty to manage lumpy costs and build financial resilience.[footnoteRef:9] While an initial capital investment would be required, a NIL scheme should be relatively cost effective as subsequent year to year expenses would be administrative costs and depreciation from written down lending, with the majority of capital preserved for re-lending. Moving forward, the Government should capitalise a national no-interest loan scheme, building on the pilots run by Fair4All. [9:  PwC (2024) No interest loan scheme pilot: Process and impact evaluation] 

Second, the Government should ensure the UC budgeting advance scheme is functioning well. Budgeting advances must be treated with some caution as those receiving UC tend to be in financially vulnerable circumstances and are at high risk of future repayments causing hardship. Nevertheless, where those receiving UC cannot access grants, budgeting advances may be the safest and, in some cases, only form of credit they can access. Moreover, as government data indicates around one million people are accessing budgeting advances, there is an imperative to ensure the scheme operates as well and safely as possible. 
Policy makers can reduce the chances of budgeting advance repayments becoming unaffordable by reducing the default deduction level to 5% of the standard allowance and increasing flexibilities such as repayment breaks, whilst removing overly restrictive eligibility criteria (which currently effectively exclude those with any income from work). Maintaining a maximum borrowing cap can minimise risks of unaffordable borrowing. As a starting point, we would like to see DWP commission an evaluation of the present budgeting advance scheme and use findings to inform its future design, piloting changes where appropriate. 
Preventing harmful financial difficulties journeys
Problem debt drives poverty and hardship because debt repayments can reduce income below poverty thresholds and the level needed to pay for essentials. StepChange’s research into problem debt and single parents found that coping with a persistent low income causes many single parents to become dependent on credit to make ends meet, leading to deepening debt that compounds their low income.[footnoteRef:10]  [10:  StepChange and Gingerbread (2021) The single parent debt trap] 

The policy priorities we highlight in this response speak to preventing these patterns by ensuring parents can make ends meet in the first place and cope safely with unpredictable lumpy expenses. But there is also a need for policy interventions to halt problem debt that has already emerged and in doing so reduce poverty. Three priorities in doing so are: 
· reforming government debt collection practices to stop excessively fast escalation of debts to enforcement and unaffordable repayment demands; 
· strengthening Government leadership to support victim-survivors of economic abuse, who are more likely to be parents with dependent children; and
· widening access to debt and other specialist advice to prevent extended harmful financial difficulties journeys.
Government debt collection
The Strategy highlights the Ministry of Housing, Communities, and Local Government (MHCLG) recently consulted on council tax billing, administration, and enforcement processes to better support vulnerable households. The Ministry of Justice has also consulted on how to legislate, when parliamentary time allows, to ensure that enforcement agents (bailiffs) are regulated by an independent statutory body. 
These steps are vital; excessively rapid escalation of council tax from a single missed payment to demands for the full annual bill and bailiff enforcement drives desperate coping actions, harm and poor outcomes including long-term financial exclusion. The vast majority of clients responding to a StepChange 2024 survey who had experienced bailiff action (95%) reported that it made it more difficult for them to resolve debt problems. Too often bailiff conduct falls short, with behaviours exhibited including threats and harassment while vulnerable people are pressured to pay more than they can afford. 
MHCLG is consulting on administrative changes to council tax collection like moving council tax payments to a default 12 monthly schedule (from the present 10) and extending the council tax debt collection timetable. The latter is an essential step to give those in arrears more time to repay but, crucially, also to provide councils with time to provide support to those in arrears, such as by providing time to access advice and income maximisation services and agree sustainable repayment plans. 
The Government should reform council tax collection regulations to extend the collection timetable when people fall into arrears, introduce binding debt collection standards for local authorities, and move as soon as possible to establish a statutory independent regulation for the enforcement sector. We would also urge the Government to end imprisonment for council tax non-payment in England, which now stands alone as the only country in the UK that threatens people with prison for falling behind on council tax.
Supporting victim-survivors of economic abuse
One issue driving problem debt among parents we would specifically highlight is the prevalence of economic abuse, particularly among single parents at risk of child poverty. StepChange and Gingerbread’s 2021 report The single parent debt trap found that almost half of the single parents that responded to our survey had experienced economic abuse. Given our national polling cited above indicates one in four single parents is experiencing problem debt, it is likely that experiences of economic abuse are a factor in the financial difficulties of a significant minority of single parents (and likely many couple parents).
StepChange has published several recent reports, Too close to home (2025) and Filed away (2026), on coerced debt, which is a form of economic abuse where the perpetrator uses coercive and controlling behaviours to make a victim-survivor carry out actions that lead to debt, with or without their knowledge.[footnoteRef:11] Our reports highlight that victim-survivors typically face repaying coerced debts and that doing so causes hardship and financial difficulty alongside the trauma and mental health impacts of abuse. Moreover, coerced debts extend the impact of abuse and make it more difficult for victims to leave a perpetrator and re-build their lives, with negative credit record impacts driving financial exclusion and exclusion from essential services like housing. As we see among many single parent advice clients, economic abuse and coerced debt is a significant factor in their problem debt and poverty. [11:  StepChange (2025) Too close to home: StepChange debt advice clients’ experiences of coerced debt; StepChange (2026) Filed away: The experiences of victim-survivors with coerced debts during and after economic abuse  ] 

Our reports highlight Government leadership and coordination is essential to overcome barriers to economic justice for victim survivors. We welcome reforms to the Child Maintenance Service to remove Direct Pay, which will reduce the paying parent’s ability to financially control the receiving parent. We also welcomed the commitments the Government made in the Financial Inclusion Strategy to support the credit reference agencies to work with industry and sector stakeholders to develop an approach to improve the way coerced debt is reflected on victim-survivors’ credit files. 
We want to see the Government build on the direction of travel set out in that Strategy, including developing a definition of economic justice to guide the approach government departments and regulators should take to supporting victim-survivors. We have also called on the Government to extend the principle of economic justice to public sector creditors including DWP and local government. As part of the Child Poverty Strategy, the Government should ensure the role of economic abuse informs its theory of change and monitoring and evaluation framework.
Access to high quality advice
Access to high quality advice is a vital element of the infrastructure needed to end child poverty. The (child poverty) Strategy mentions that the Financial Inclusion Strategy announced a 10% increase in industry levy for debt advice administered by the Money and Pensions Service. This is welcome but, because the number of people who need advice is increasing and the levy accounts for only around 25% of debt advice funding, the free debt advice sector could still experience a real terms cut in funding. There also continues to be too little dedicated funding for income maximisation services and specialist advice such as that for victim-survivors of economic abuse.
The CRF will provide an important new opportunity for councils to invest in local advice services, but they will face difficult trade-offs between spending through the fund on cash support and funding advice. The introduction of a new funding stream also highlights the need for a joined-up approach and shared infrastructure to link different local and national advice services and ensure coherent joined-up advice journeys.
With these factors in mind, there remains a significant gap between the aspiration that high quality free debt advice is available for everyone that needs it and the Government’s policy approach. We would like to see the Government develop a coherent advice strategy; meeting child poverty reduction objectives should be a key consideration in that strategy. 
Should the Child Poverty Strategy include measurable targets and interim targets? If so, what should they be?
We are disappointed the Government has not set concrete child poverty reduction targets. A clear target establishes a shared objective and motivates action across government and stakeholders to make progress. It seems unlikely further progress will be made beyond the commitments already made by the Government without a concrete long-term target. A good starting point would be to target a reduction in child poverty by half in the ten-year strategy period.
We support the Government’s decision to use the established relative child poverty measure. We also broadly welcome the use of a new ‘deep material poverty’ measure to track ‘deep poverty’. However, we would consider this suitable as part of a wider basket of poverty measures rather than a ‘headline’ measure in isolation because it uses a fixed basket of items and activities to track poverty and as such can become less relevant as living standards rise and social norms and expectations change. 
We note below that the Government should include financial resilience metrics as part of a suite of baseline child poverty measures. Should such measures be established, it would also make sense to establish targets linked to those measures, which we also touch on below. 
What is your view of the Government's proposed 'Monitoring and Evaluation Framework' for the Child Poverty Strategy? How could it be improved?
What should be included in the Government's baseline report this summer?
We answer these two questions together. We welcome the Government’s monitoring and evaluation framework and its commitment to publish a baseline report in summer this year followed by annual reporting. 
We also welcome the theory of change set out in the framework and the intention to better understand drivers of child poverty and factors behind changes in the headline poverty metrics, and identify what elements of the strategy are working and where more attention is needed. We also welcome the commitment in the framework to develop quantitative indicators to monitor progress on the key drivers of child poverty.
At present the ‘savings and financial shocks’ driver is in need of further development. Families with similar incomes can have very different levels of savings and debt that impacts their true income and financial resilience. We would advise that this driver is re-framed as ‘problem debt and financial resilience’ and covers key indicators of over-indebtedness and financial resilience, including households with children:
· in child poverty before and after unsecured debt repayments;
· who report being over-indebted using a subjective indicator;
· in arrears on household bills (housing, utilities, council tax or credit repayments); and
· with sufficient savings to cover one and six months of expenses.
What will be necessary to secure the longevity of the Child Poverty Strategy?
The Government should put new child poverty targets in legislation, including an annual monitoring and delivery report to Parliament on progress against those targets and plans to reduce child poverty. 


StepChange response to Work and Pensions inquiry on delivering the Child Poverty Strategy
Political leadership is also important. The New Labour government made progress in reducing child poverty in great part due to sustained commitment from the Chancellor and Prime Minister alongside coordination from a central government unit. We understand progress in delivering the Child Poverty Strategy will now be overseen by a unit in DWP. To ensure continued leadership, the Government should set up a cross-departmental ministerial committee to coordinate and maintain delivery of the strategy. 
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