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Does income make a difference to children’s 
outcomes?

 Confounding factors: Parental education? Aspirations? Parenting style?

We conducted a systematic review of the evidence base from OECD countries on the 
relationship between income and children’s outcomes, only including studies that use 
credible methods to establish causal links 

(Cooper and Stewart, 2013; updated Cooper and Stewart, 2021)

Family 
financial 

resources

Children’s 
outcomes

Strong associations – but are 
these causal relationships?



Methodology
1) Systematic review principles

(Some grey literature 

But publication bias)

Systematic 
searches

Published 
search terms

Search logInclusion 
criteria

2) Key inclusion criterion: studies had to use ‘credible causal’ 
methods: 

- Randomised Controlled Trials
- Quasi-experimental approaches (e.g. natural experiments; instrumental 
variables)
- Fixed effects (or other techniques that measure changes in resources and 
outcomes within households)



Outcomes we looked at
Children’s Outcomes:
- Cognitive and school achievement
- Social, behavioural and emotional development
- Physical health

Intermediate Outcomes:
- Home learning environment
- Parenting behaviours
- Parental mental health
- Parental health behaviours (smoking, drinking)



Studies screened 
based abstract 

only
N = 46,693+ 6,200  

Studies screened 
using full articles

N = 207 + 41

Final studies 
included

N = 51 (or 26 ‘cases’)

46,657 studies 
from searches

38 recommended 
studies

46,492 + 6,165 
studies excluded 

13 Studies 
snowballed

177 + 20 studies 
excluded

Stage 1 screening

Stage 2 screening



TotalPositiveMixed No effectNature of outcomes

171601
Cognitive development and school 
achievement

121002
Social, behavioural and emotional 
development

11812Physical health

Potential mechanisms 

5401- Parenting/home environment
6501- Maternal mental health
6303- Parental health behaviours

Results for ‘cases’ by outcomes measured

Note: In this table multiple studies are treated as one. Results are coded as ‘positive’ if positive effects were found 
for outcomes by at least one measure/in at least one of the studies, and ‘no effect’ if none of the studies/measures 
found a significant effect. ‘Mixed’ means a mixture of positive and negative effects were found.



Non-linearities: income changes matter more in households on 
low incomes to start with 

Outcomes
Significant effect at 
higher income levels?

How much 
larger?

Effect larger 
in lower 
income?

Separate regressions for higher and lower income groups

Educational, crimeNo2-3 timesYesQuasi-experiment (Casino)Akee et al (2010)

Socio-emotionalNoYesQuasi-experiment (Casino)Costello et al (2003)

CognitiveYes (but all are EITC)2-3 timesYesQuasi-experiment (EITC)Dahl and Lochner (2012)

Schooling, wagesNoYesQuasi-experiment (unions)Shea (2000)

Home environmentYes 5 times YesObservational (SECCYD)Dearing and Taylor (2007)

Social-behaviouralYes15 timesYesObservational (SECCYD)Dearing et al (2006)

Maternal depressionYes 1.5 times YesObservational (SECCYD)Dearing et al (2004)

Cognitive, behavioural, HEEffects largest at middle incomes.Yes/NoObservational (CNLSY)Blau (1999)

Child obesityOnly significant for lowest quartileYesQuasi-experiment (lottery)Cesarini et al (2016)

EducationalNo3 timesYesObservational  (admin. data)Elstad and Bakken (2015)

Spline function (allowing relationship to vary at different income points)

Health Not at highest incomeYes/NoObservational  (PSID)Johnson and Schoeni (2011)

SchoolingYes10 timesYesObservational (PSID)Duncan et al (1998) 

Non-linear functional forms

EducationalNoYesNE (Norwegian oil shock)Loken et al (2012)

Home environmentYes4 times YesObservational (CNLSY)Votruba-Drzal (2003)

BehaviouralYes but v smallYesObservational (MoBa)Zachrisson and Dearing (2015)



HOW MUCH does Money Matter?
• An annual income boost of £6,000 might be expected to 

halve the KS2 gap between FSM and non-FSM children
(using conservative end of experimental effect sizes).

• Effect sizes for school education expenditure in England 
similar to lower end of these experimental estimates

• Evidence income affects multiple outcomes (and multiple 
children): ‘the ultimate “multi-purpose” instrument’? 
(Mayer 1997).



Why does income matter?



Why does income matter?



Summary and conclusions
• Poverty really matters to children’s lives and development: we have a growing base 

of robust evidence that low income is itself a key reason that children living in 
poverty do less well.

• Low household income has effects on a range of outcomes – health, educational, 
social and behavioural. These effects are likely to operate via intermediate 
mechanisms including maternal mental health, parenting and the home 
environment, as well as ability of families to meet children’s essential and wider 
material needs. 

• Much of the evidence in our review comes from the US, but: 
• Positive income effects are found across countries
• Mechanisms (investment and family stress models) are likely to operate across contexts

• Clear that adequate family income is not all children need, but also clear that child 
poverty is an important part of the story of what prevents children from reaching 
their potential - and leaves schools and other services with a much more difficult 
job. 
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Investigating the 
impacts of the benefit 
cap and the two-child 

limit: main project 
findings





How did we answer these questions? 



Fieldwork: 



The benefit cap harms mental health
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And this moves many of them away from 
the labour market





And they cannot 
escape it by 
moving



The experience of Lucy (3 children)



After covering rent, some capped 
families in London will be living on 

£4 per person per day



What about the 2-child limit? 



Implications for policy and practice
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Investing in children: A comparative 
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A short history of the Scottish Child Payment  

● February 2021; £10 per child per week for children under six 
● April 2022, £20 per child per week and extended to eligible children under 16 
● November 2022, increased to £25 per child per week
● Scottish Child Payment rates now stand at £26.70 per week; and provided to every 

child under 16 
● It is provided to those in receipt of Universal Credit, tax-credits or income-based 

JSA 

A two child family would receive £2776 a year in Scottish Child Payment, a three child 
family £4165. 



Comparison of Scottish social security system for 
families with UK and EU

SCP represents a large divergence compared to other UK nations 
● In clear contrast to Westminster policies such as the two child limit and benefit cap 

which have reduced support for some families on low income
● SCP: provision per child constant across number of children

● But it brings Scotland in line with 16/27 EU countries’ financial support for children

● Joseph Rowntree Foundation predicts child poverty to rise in England, Wales, NI; but 
to fall in Scotland (based on OBR growth and benefit rise predictions)

Vital to generate more robust evidence about the effect of the SCP on families in 
Scotland compared to England



‘Family Finances: what difference does cash support for children make?’

● Exploit the difference in policy approach between Scottish 
Government and Westminster in a quasi-natural experiment

● Qualitative stream:
○ Interviews with 40 parents living in Scotland and a comparison 

20 parents living in England

● Quantitative stream:
○ A difference-in-difference method will compare the change in 

outcomes for Scottish households pre- and post- policy to the 
change for matched English households

● Outcomes: financial and emotional wellbeing; work incentives

● Impact stream
○ Work with CPAG and project participants
○ Ensure findings and recommendations fed directly into 

policymaking discussions and decisions about how best to 
tackle child poverty in the UK



Early learnings from qualitative interviews 
Rhys, lives in Scotland: one child aged 5, physical and mental health issues, £1082 UC (excluding 
housing costs) plus £116 SCP

"With Universal Credit I can kind of cover a few things and then once it gets kind of to the middle 
of the month we have zero money by then, so if the Scottish child payment does come in then it's 
actually kind of tiding us over kind of, you know, until the next payment."

"There's no doubt that it does, you know, go some way into alleviating some of the
pressures that people have on their budgets and stuff. For me…it would just go into buying food 
and essential household items."

Other participants reported the SCP enabled them to afford: winter clothing, extra-curricular 
activities, savings for children, educational materials, nursery costs





Chloe, lives in England: 3 children aged 6, 10 and 11, physical and mental 
health issues, £925 UC (excluding housing costs)

"I am thankful that I'm obviously in a position where I can receive benefits but I don't 
think it's enough money to have any kind of real standard of living. You survive and 
that's it really."

"Well it's amazing for them, it's absolutely wonderful for them. But it is frustrating 
because it's like, well why can't we do more for people that need support also? And 
for children that need support?...it's heartbreaking really."

"I'd be able to do a food shop, a proper food shop. I think that was kind of my big 
thing. It'd help with those little expenses and kind of alleviate some of the pressure 
from them."





Participants share their messages to policy makers 
Scottish participants: 
"It's great that the Scottish government is doing this but…for me, it's not going far enough. Yeah, and I 
would appreciate any uplifts with that."

"I probably would say how a positive impact for me it’s having on my household…certainly if they increased 
it that would make it; I think it would pull up a lot of parents including myself more out of the 
water…They’ve got a long ways to go to eradicating child poverty and this is just beginning."

English participants:
"[Claiming benefits] has not been an enjoyable experience. It has given me anxiety, it has made me quite ill 
at points and it is, it's very stressful and it's hard because you've got to be very savvy with your money and 
you've got to kind of be very, very careful. But yes, that's again, I've got to be thankful for what I do have 
though so it's a bit of a love-hate relationship."

"We need more help."



Key reflections 

● The UK wide Child Poverty strategy needs to learn from and recognise the 
extent, nature and consequences of devolved differences in the design, 
delivery and implementation of social security. 

● We hope our analysis will contribute to building a greater understanding of 
the difference made by targeted cash transfers to children 



Thank you!


