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Introduction

The Monitoring poverty and social exclusion series

This is the tenth in a series of annual reports which began in 1998. Its aim is to provide an
independent assessment of the progress being made in eliminating poverty and reducing social
exclusion in the UK." Over the years, many of the reports have had a special theme. This year,
that theme is the differences between men and women.

In line with past practice, the report contains 50 indicators each comprising two graphs. The first
graph typically shows progress over time while the second shows how the problem varies
between different groups within the population, divided variously according to either income
level, social class, economic or family status, gender, ethnicity etc. Given this year’s theme,
gender differences are shown wherever possible (including sometimes in the first graph of the
indicator pair as well).

In keeping with past practice too, the indicators are grouped into themes and the themes into
chapters. The organisation of the chapters themselves is, however, quite different from usual.
Instead of the core of the report being arranged around age groups (children, young adults,
working-age adults 25 and over, and pensioners), this report is arranged around subjects.
They are:

low income

lacking work

disadvantage in work

childhood and educational disadvantage

ill-health

housing and exclusion

The reason for this changed structure arises from the choice of gender as a special theme.

In exploring differences by gender, differences by age — but within the usual four age groups —
emerged as an interesting sub-theme in its own right. But these do not always naturally fit within
the age groups structure; for example, poverty rates differ markedly between those young adults
under age 22 and those over. Differences by gender are also not always conveniently
presented in an age-based chapter structure and so this subject-based structure was therefore
chosen instead. Since it is actually what has been adopted for our special reports on Scotland
(2002, 2004 and 2006), Wales (2005) and Northern Ireland (2006), it is not alien to the series
as a whole.

These reports are only one part of the output of Monitoring poverty and social exclusion and
there are also separate reports for ethnicity (2007), Scotland (2006), Wales (2005) and
Northern Ireland (20086).

Introduction
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In their turn, all of these reports are themselves only a small subset of the complete set of
indicators which have been created as part of this project, all of which are available on the
project website www.poverty.org.uk. Anybody wishing to reproduce material from the report is
also encouraged to visit the website to check for a more up-to-date version of the graph. Via the
webpage www.poverty.org.uk/summary/contact.htm, users can also request to have automatic
notification of updates sent to them by email. While the reports come out annually, the graphs
on the website are updated within a few weeks of the data being published. The data behind
every graph is also available on the website.

The geographical scope of the report

Wherever data sources permit, the scope of this report is the United Kingdom, that is England,

Wales, Scotland and Northern Ireland. In some cases, however, only analysis at a Great Britain
level (i.e. not including Northern Ireland) is possible. Furthermore, in a few cases, even the data
from England, Scotland and Wales is not comparable and, in such cases, the analysis is either
for England and Wales or for England only.

Introduction



Commentary

This is the tenth edition of Monitoring poverty and social exclusion. The first, published in 1998
and subtitled Labour’s Inheritance, documented the poverty and social exclusion that confronted
the government that came to office the year before. Last year’s, which gave an account of the
position in 2006, in effect documented Mr Blair's legacy.

In looking back at that 2006 commentary, it is striking how little it seems necessary to alter what
we wrote then. In one sense it is not surprising that a judgement based on a ten-year view
should differ little from one based on nine. In another sense, though, this continuity of view
reflects something more substantial, namely, that our judgement that little had changed in the
immediate period up to 2006 has been reinforced this year — little has changed since then
either. Indeed, the change that has been visible in the past year has usually served to darken
the mood rather than lighten it.

The greater part of this commentary is devoted to a selection of what we believe to be the most
interesting key points from the 50 indicators in the main body of the report. The inclusion of a
fair number of points on the differences between men and women reflects the special theme of
this year’s report.

A summary judgement: an exhausted strategy?

Before listing the detailed key points, however, the following ten points are offered as a
summary of, and some substantiation for, our principal conclusion, namely that the strategy
against poverty and social exclusion pursued since the late 1990s is now largely exhausted.
The momentum that was certainly there in the last years of the 1990s and the first few years of
this decade has now gone. ‘Doing nothing new’ no longer means, as it did a few years ago,
slow but steady progress. Instead, it essentially now means that nothing changes.

In his speech to his party’s annual conference in September 2007, the Prime Minister reaffirmed
the commitment to abolish child poverty, describing it as a ‘goal for this generation’. In that
speech, he went on to say that the next steps towards that goal would be set out in the
Pre-Budget report. Yet when that report and the three-year Comprehensive Spending Review
for 2008 to 2011 were published a fortnight later, those steps were revealed to be modest: an
extra £1 a week (in addition to the previously announced £3 a week) on Child Tax Credit by
2010; the national roll-out of the In-Work Credit for lone parents returning to work; an increase
in the amount of child maintenance a parent can receive before starting to lose Income Support;
and an increase in the benefit rates for 16- and 17-year-olds to bring them into line with those
for 18- to 24-year-olds. Though welcome in themselves, these measures are nowhere near
enough to create an approach commensurate with the scale of the challenge. The question that
must now be asked, for the first time since 1999 when the then Prime Minister committed the
Government to ending child poverty in a generation, is whether that commitment is now much
more than just rhetoric.

Progress stalled?

A. The period of slow but steady progress in reducing poverty has now come to an end,
arguably around three or four years ago. In particular, overall poverty levels in 2005/06
were the same as they were in 2002/03. Child poverty in 2005/06 was still 500,000 higher
than the target set for 2004/05.

Commentary
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The unemployment rate among the under 25s has been rising since 2004 while the rate for
those 25 and over stopped falling in 2005. The proportion of working-age people who are
economically inactive but want work (a group not classified as ‘unemployed’, a majority of
whom are disabled) also appears to have stopped falling.

Policy undermined?

C.

Tax credits are taking greater numbers of children out of poverty — around a million in each
of the last three years — but the number of children in working families whose earnings and
Child Benefit are insufficient by themselves to escape poverty is also rising. Half the
children in poverty belong to working families.

While inequality in the lower half of the pay distribution is narrowing, and women are
catching up with men (but are still well behind), pay inequality in the upper half of the pay
distribution is growing. Overall earnings inequalities are widening and the beliefs that
sustain them remain unchallenged.

Rhetoric unmatched by action?

E.

At least a quarter of 19-year-olds lack the minimum levels of qualification that are likely
to be needed in order to acquire sufficient, well-enough paid work to avoid poverty in
working life.

Continuing fear of going out alone, coupled with still high proportions of people lacking
access to a car, leaves women in general, and lower income women especially, unable to
participate fully in society, including easy access to important services.

Problems ignored?

G.

Not all those who want to work can do so, and disability rather than lone parenthood is the
factor most likely to leave a person workless. As the value of social security benefits for
working-age adults without dependent children continues to fall ever further behind
earnings, the ten-year-old question of ‘what security for those who can’t (work)’ remains
unanswered.

Half the poorest households lack home contents insurance, the same as in the late 1990s
when a government action team first identified this as a priority. Yet over the same period,
official pressure has seen the proportion of households without bank accounts cut by
three-quarters.

As well as opportunities missed?

1.5 million children in poverty — almost half of all children in poverty — and 3.5 million
working-age adults in poverty belong to households that pay full Council Tax. Yet the
flexibility to help such people that is contained in Council Tax Benefit remains unexplored
and unexploited.

The public sector is the largest employer of low-paid workers aged 25 or over — yet the
public sector as an employer has no role in the current anti-poverty strategy. The stress on
globalisation obscures the fact that only a small minority of low-paid jobs could be relocated
abroad.

Commentary



The measurement of income poverty

A household is defined as being in income poverty (‘poverty’ for short) if its income is less
than 60 per cent of the contemporary UK median household income. In 2005/06, the latest
year for which data is available, this was worth £108 per week for a single adult, £186 per
week for a couple with no dependent children, £223 per week for a lone parent with two
dependent children and £301 per week for a couple with two dependent children.

These sums of money are measured after Income Tax, Council Tax and housing costs
have been deducted, where housing costs include rents, mortgage interest, buildings
insurance and water charges. The sum of money left over is therefore what the household
has available to spend on everything else it needs, from food and heating to travel and
entertainment.

Key points from the indicators

In each case, the numbers in the brackets is the numbers of the relevant indicators in the main

text.

Poverty in the whole population (1 and 2)

1. The number of people living in poverty rose between 2004/05 and 2005/06 by around
three-quarters of a million, to almost 13 million. As this is the only occasion on which the

number has risen since 1996/97, it is premature to conclude that poverty is now on a rising

trend. But with poverty in 2005/06 at the same level as it was in 2002/03, it is clear that
progress on poverty reduction has stalled.

2. Over the last decade, the proportion of both children and pensioners in poverty has fallen
while the proportion of working-age adults in poverty has remained unchanged. As a result,

the pensioner poverty rate is now lower than the poverty rate for working-age adults — an
historic shift — and more than half of the people now in poverty are working-age adults.

Child poverty (3, 7 and 12)

3.

3.8 million children were living in poverty in 2005/06. This fall, of some 600,000 compared
with the government’s 1998/99 baseline, leaves the overall number of children still 500,000
above the government’s 2004/05 target. To achieve the government’'s 2010 target, the
required annual fall over the next five years (i.e. to 2010/11) is about twice what has been
achieved over the previous seven.

Among children in poverty in 2005/06, half lived in working families and half in workless
ones. Three-fifths lived in couple families while two-fifths lived with a lone parent. Of those
in in-work poverty, four-fifths lived with both parents and one fifth with one. Conversely, of
those in workless poverty, two-thirds lived with just one parent.

1.5 million young adults aged 16 to 24 were in poverty in 2005/06. Though no longer
counted as children, most were when the Prime Minister first pledged to abolish child
poverty in 1999. Two-thirds of them (one million people) are single and without dependent
children, many still living at home with their parents (and who are therefore also in poverty
themselves).

Commentary
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Lone parent poverty (12)

6.

Lone parents under the age of 25 account for just one in eight of all young adults in poverty
and just a fifth of all the lone parents in poverty. The stereotypical image of a lone parent in
poverty as a young, even teenaged, mum, is therefore quite wrong. Rather, most of lone
parents in poverty are aged 25 or over and there are, in fact, as many over 40 as there are
under 25.

The gender poverty ‘gap’ (10 and 11)

7.

Some five million women (20 per cent) and four million men (18 per cent) belong to
households in poverty. By definition, differences in household poverty between men and
women are to do with single adult households. Single women in poverty are divided almost
equally between pensioners, lone parents and working-age without children. By contrast,
almost all single men in poverty are working-age without children. Men (whether single or
not) in the 60 to 64 age group have a higher poverty rate than men in any other age group
from 25 to 80.

The gap of two percentage points between the poverty rates for men and women is half
what it was in the mid-1990s. The fall between then and now reflects the decline in the
poverty rates for two kinds of single adult households in which women are predominant:
single pensioners, for whom the poverty rate among women fell from nearly 40 per cent in
the mid-1990s to 20 per cent in the three most recent years; and lone parents, for whom
the rate fell from 60 per cent to 50 per cent over the same period.

Poverty and disability (4 and 38)

9.

10.

At 30 per cent, the poverty rate among those aged 25 to retirement who are disabled is
twice the rate for those who are not disabled. Though steady in recent years, this ‘excess’
risk for disabled people compared with non-disabled people is larger than it was a decade
ago.

Three-quarters of those in long-term receipt of out-of-work benefits are sick or disabled.
Among those receiving disability benefits for two years or more, the largest category are the
40 per cent with mental or behavioural disorders. Musculoskeletal disorders, the second
largest, account for 20 per cent. Around a third are aged 55 to retirement, a further third are
aged 45 to 54, and the final third are aged under 45. Long-term disability is therefore by no
means confined to older working-age adults.

Poverty and tax credits (8)

11.

12.

In each of the last three years, around a million children were in working families where the
income exceeded the poverty line by less than the tax credits received. Since they would
have been in poverty without them, this means that tax credits are now lifting a million
children out of poverty. In the early years of the decade, the comparable figure was

0.6 million; in the late 1990s, with Family Credit, it was 0.3 million.

At the same time, however, the number of children in working households who need tax
credits to avoid poverty has risen steadily, from around 2 million in the mid-1990s, to
around 3 million in 2005/06. So, as the number of children helped by tax credits to escape
poverty has increased, so too has the number needing tax credits to do so. The net result
is that the number of children who are both in working families and in poverty is similar to a
decade ago.

Commentary



Poverty and Council Tax (9)

13.

In 2005/06, some 6 million people in England and Wales belonged to households in poverty
which paid full Council Tax. Of these, 1.5 million were children. Put another way, nearly half
of all children in poverty were in households paying full Council Tax.

The overall distribution of income (6)

14.

With the exception of the top and bottom tenths of the income distribution, the percentage
rises in incomes for households in the lower half of the income distribution over the period
1996/97 to 2005/06 were greater than the rises for those in the upper half. But measured in
absolute rather than percentage terms, three-quarters of the total extra income went to
households in the upper half of the income distribution. Fully one third of it went to those in
the richest 10 per cent.

Unemployment and worklessness (14, 17 and 18)

15.

16.

17.

18.

At 11.5 per cent in 2006, the unemployment rate for young adults has been rising since
2004, when it stood at 9.5 per cent, a level at which it had held since 2001. The recent rise
in the rate for young adults has exceeded the smaller rise in the rate for adults aged 25
and over. As a result, the young adult rate is now three times the rate for older adults.

Taking a longer term perspective, over the last decade, the number of unemployed adults
aged 25 and over has almost halved, from 1.6 million in 1996 to 0.9 million in 2006, with
particularly large falls in long-term unemployment. The number of economically inactive
people wanting work has also fallen but much more slowly, down 15 per cent, from

1.8 million in 1996 to 1.5 million in 2006. The combined effect of this smaller fall with the
much larger falls for unemployment is that the economically inactive wanting work now
substantially outnumber the unemployed; a decade ago by contrast they were about equal
in size. ‘Unemployment’ is therefore nowadays only a small part of the overall picture of
worklessness.

Almost half of all those aged 25 to retirement not in work have a work-limiting disability.

Single adult households, both with and without children, are far more likely than two adult
ones to be workless. Among households without children, a quarter of single adult
households are workless, around four times the rate for couple households.

Work, disability, lone-parenthood and gender (19)

19.

Since the late 1990s, the work rate for people aged 25 to retirement who are neither
disabled nor lone parents has remained largely unchanged at around 87 per cent. Over the
same period, the rate for people with a work-limiting disability (and who are not lone
parents) has risen, but only slightly, from just under to just over 40 per cent. By contrast,
the work rate for non-disabled lone parents has risen considerably, from around 55 per cent
in the mid/late 1990s to just under 70 per cent in 2006.

Commentary
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20.

Broken down by gender, among those aged 25 to retirement, around 80 per cent of women
and 90 per cent of men who are neither lone parents nor disabled have jobs. 65 per cent
of non-disabled female lone parents also have jobs. By contrast, work rates for disabled
people are about 40 per cent for both non lone-parent men and women and around

25 per cent for disabled female lone parents. So while lone parenthood reduces the female
work rate by 15 percentage points (from 80 per cent to 65 per cent), disability reduces the
work rate for both female lone parents and female non-lone parents by much more (around
40 percentage points in both cases). In other words, disability is a much greater risk factor
for worklessness than lone parenthood.

Low pay (22, 23, 24 and 25)

21.

22.

23.

Since 2000, the proportion of both men and women who are low paid has come down, with
the decrease for women being much larger than the decrease for men. Despite this, it is
still the case that a much larger proportion of women than men are low paid. Half of those
who were paid less than £6.50 per hour in 2006 were full-time employees and half were
part-time employees. The proportion of part-time employees who were paid less than
£6.50 per hour in 2006 was, at just over 40 per cent, the same for both men and women.

Over the past decade, the gap between low-paid, full-time employees and the male median
has stayed the same for men and has come down for women. Despite this, a gap still
remains (50 per cent of male median pay for women at the 10th percentile compared with
55 per cent of the median for men). By contrast, the gap between highly-paid, full-time
employees and the male median has increased for both men and women. As a result,
overall pay inequality in the lower half of the pay distribution has come down slightly while
overall pay inequality in the upper half of the pay distribution has increased slightly.

Thanks to its size, the public sector is now the largest employer of low-paid workers aged
25 or over, accounting for more than a quarter of all such low-paid employees. It should be
stressed that these are people who are employed directly by the public sector, not those
working in the public sector but employed by contractors. The next largest employer of
low-paid workers over the age of 25 is the retail sector, with a quarter of the total. Only a
minority of low-paid workers are in sectors that face international competition and the
consequent threat that the job could move abroad.

Lacking minimum qualifications (28, 29, 30 and 31)

24.

25.

In 2005/06, 11 per cent of 16-year-olds in England and Wales obtained fewer than five
GCSEs, the same proportion as in 1999/00. This lack of progress is in stark contrast to the
continued progress on the higher ‘headline’ measure of five GCSEs at grade C or above,
the proportion failing to reach that level having come down 50 per cent in 1999/00 to

42 per cent in 2005/06. 33 per cent of white British boys eligible for free school meals failed
to obtain at least five GCSEs at any level, a far higher proportion than for any other
combination of ethnic group, gender and free school meal entitlement.

Throughout the past decade, around a quarter of 19-year-olds have not been qualified at
NVQ2 level or above. If people have not reached NVQ2 by age 19, they are unlikely to
have gone on to do so in the next few years.

Commentary



Health inequalities (39, 40, 41 and 42)

26. Where data exists, it shows substantial inequalities in health between income levels or

proxies thereof, such as social class. For example, among men aged 45 to 64, 45 per cent
of those in the poorest fifth report a limiting long-standing illness or disability, compared with
25 per cent for men on average incomes and barely more than 10 per cent for men in the
richest fifth. The figures for women show a similar gradient, although rather less
pronounced, from 40 per cent among those in the poorest fifth, to around 15 per cent for
those in the richest fifth. The rate of infant death among social classes 1 to 4 is around

4 per 1,000 live births, compared to 5% for those in social classes 5 to 8.

Households newly classified as homeless (44 and 45)

27. The number of households newly recognised as homeless in England has fallen sharply in

recent years, down from 200,000 in 2004 to just over 100,000 in 2006. This latter level is
also now substantially below the level in the late 1990s, when it was running at around
150,000 a year. By contrast, the number of homeless households placed in temporary, as
opposed to permanent, accommodation has doubled over the last decade. Loss of
accommodation with family or friends is the most common immediate cause of
homelessness.

Access to services (47)

28. Households without a car are much more likely to report difficulties accessing local services

than households with a car. In 2006, 15 per cent of men and 20 per cent of women lived in
households that did not have car. A quarter of men and two-fifths of women either lack a
car in their household or do not have a driving licence.

Feeling unsafe walking at night (48)

29. In 2005/06, 25 per cent of women aged 60 and over reported feeling very unsafe walking

alone at night, four times the figure for men. In lower income households, 30 per cent of
women and 10 per cent of men reported feeling very unsafe walking alone at night.

Financial exclusion (49 and 50)

30. In recent years, the proportion of households without a bank account has come down

sharply, to just 6 per cent for households in the poorest fifth and 3 per cent for households
with average incomes. By contrast, 50 per cent of households in the poorest fifth lack home
contents insurance, nearly three times the level for households with average incomes and
the same as a decade ago. In 2005/06, 7 per cent of households without home contents
insurance suffered a burglary, compared with just 2 per cent for those with this insurance.

Commentary
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Relevant 2007 public service agreements

On 9 October 2007, alongside its Pre-budget report for 2008/09, the Government published its
Comprehensive Spending Review containing its spending plans for the three years 2008-2011.
As part of this, it includes a set of public service agreements, which are effectively agreements
between the spending departments and the Treasury on the key objectives that will be delivered
over the next few years.

Of the 30 overall aims in the public service agreements, the 12 that are clearly relevant to
poverty and social exclusion are summarised overleaf.

Each overall aim has a number of indicators of progress associated with it. Some of these
indicators also have specific national targets for achievement. Where there is no specific
national target, government’s expectation is that the indicator will improve against baseline
trends over the next few years. These two types of indicator are distinguished in the material
below as follows:

B Indicators with national targets: grouped under the heading ‘national targets’ and listing the
target only (the indicator itself not being necessary).

B Indicators without national targets: grouped under the heading ‘other indicators of progress’.

In addition, for each aim, there are brief comments about how the material compares with its
equivalent from the previous (2004) comprehensive spending review. The overall conclusion is
that the 2007 material is very similar to the 2004 material. Note that, as in 2004, the child
poverty target is in terms of relative low income.

Commentary



Overall aim

National targets

Other indicators of progress

Compared to the 2004 targets

Overall aim 2: Improve the
skills of the population, on
the way to ensuring a
world-class skills base by
2020.

597,000 people of working age to achieve a first
level 1 or above literacy qualification, and 390,000
to achieve a first entry level 3 or above numeracy
qualification.

79 per cent of working age adults qualified to at
least full Level 2.

56 per cent of working age adults qualified to at
least full Level 3.

130,000 apprentices to complete the full
apprenticeship framework in 2010/11.

36 per cent of working age adults qualified to
Level 4 and above by 2014, with an interim
milestone of 34 per cent by 2011.

Increase participation in Higher Education towards
50 per cent of those aged 18 to 30 with growth of
at least a percentage point every two years to the
academic year 2010/11.

A more extensive set of
targets than in 2004,
reflecting the Leitch report.

Overall aim 8: Maximise
employment opportunity
for all.

None.

Overall employment rate taking account of the
economic cycle.

Narrow the gap between the employment rates
of the following disadvantaged groups and the
overall rate: disabled people; lone parents; ethnic
minorities; people aged 50 and over; those with
no qualifications; and those living in the most
deprived Local Authority wards.

Number of people on working-age out-of-work
benefits.

Amount of time people spend on out-of-work
benefits.

Similar in scope and focus.

Overall aim 9: Halve the
number of children in
poverty by 2010-11, on the
way to eradicating child
poverty by 2020.

Reduce by a half the number of children living in
relative low income by 2010-11.

Number of children in absolute low-income
households.

Number of children in relative low-income
households and in material deprivation.

Similar in scope and focus.

The target is still in terms
of the numbers in relative
low income households.

Still no indicators or targets
for working-age poverty.

Overall aim 10: Raise the
educational achievement of
all children and young
people.

Increase the proportion of young children
achieving a total points score of at least 78
across all 13 Early Years Foundation Stage
Profile (EYFSP) scales — with at least 6 in each
of the communications, language and literacy and
language (CLL) and personal, social and
emotional development (PSED) scales — by an
additional 4 percentage points from 2008 results,
by 2011.

Increase the proportion achieving Level 4 in both
English and maths at Key Stage 2 to 78 per cent
by 2011.

Increase the proportion achieving Level 5 in both
English and maths at Key Stage 3 to 74 per cent
by 2011.

Increase the proportion achieving 5A*-C GCSEs
(and equivalent), including GCSEs in both English
and maths, at Key Stage 4 to 53 per cent by
2011.

Increase the proportion of young people achieving
Level 2 at age 19 to 82 per cent by 2011.
Increase the proportion of young people achieving
Level 3 at age 19 to 54 per cent by 2011.

Similar in scope and focus.
Still no targets or indicators
for GCSE thresholds below
the 5A*-C headline
measure.

Commentary
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Overall aim

National targets

Other indicators of progress

Compared to the 2004 targets

Overall aim 11: Narrow the
gap in educational
achievement between
children from low-income
and disadvantaged
backgrounds and their
peers.

Improve the average (mean) score of the lowest
20 per cent of the Early Years Foundation Stage
Profile (EYFSP) results, so that the gap between
that average score and the median score is
reduced by an additional 3 percentage points
from 2008 results, by 2011.

Increase the proportion of pupils progressing by
2 Levels in English and maths at each of Key
Stages 2, 3 and 4 by 2011:

B KS2: English 9 percentage points, maths
11 percentage points.

B KS3: English 16 percentage points, maths
12 percentage points.

B KS4: English 15 percentage points, maths
13 percentage points.

Increase the proportion of children in care at Key
Stage 2 achieving level 4 in English to 60 per
cent by 2011, and level 4 in mathematics to

55 per cent by 2011.

Increase the proportion of children in care

achieving 5A*-C GCSEs (and equivalent) at Key
Stage 4 to 20 per cent by 2011.

Achievement gap between pupils eligible for Free
School Meals and their peers at Key Stages 2
and 4.

Proportion of young people from low-income
backgrounds progressing to higher education.

The subject has a higher
prominence in 2007 than in
2004.

Overall aim 14: Increase
the number of children and
young people on the path
to success.

Reduce the proportion of young people not in
education, employment or training by

2 percentage points by 2010.

Reduce the under-18 conception rate by 50 per

cent by 2010 as part of a broader strategy to
improve sexual health.

Young people participating in positive activities.

Young people frequently using drugs, alcohol or
volatile substances.

First-time entrants to the Criminal Justice System
aged 10-17.

Similar in scope and focus.

Overall aim 15: Address None. Gender gap in hourly pay. More extensive in scope
the disadvantage that Level of choice, control and flexibility to enable than in 2004 and more
individuals expgnence independent living. specific.
because of their gender, L o .
race, disability, age, sexual Participation in public life by women, ethnic
orientation, religion or minorities, disabled people and young people.
belief. Discrimination in employment.
Fairness of treatment by services.
Overall aim 16: Increase None. Care leavers at 19 in suitable accommodation. More extensive than in
the proportion of socially Offenders under probation supervision and in 2004.
excluded adults in settled settled and suitable accommodation.
accommodation and . .
employment, education or Adults in contact with secondary mental health
training. services in settled accommodation.
Adults with learning disabilities in settled
accommodation.
Care-leavers at 19 in education, training and
employment.
Offenders under probation supervision in
employment.
Adults in contact with secondary mental health
services in employment.
Adults with learning disabilities in employment.
Overall aim 17: Tackle None. Employment rate age 50-69: percentage Similar in scope and focus

poverty and promote
greater independence and
well-being in later life.

difference between this and overall employment
rate.

Pensioner poverty.
Healthy life-expectancy at age 65.

Over 65s satisfied with home and neighbourhood.

Over 65s supported to live independently.

but with pensioner poverty
mentioned for the first time.
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Overall aim

National targets

Other indicators of progress

Compared to the 2004 targets

Overall aim 18: Promote
better health and well-being
for all.

By 2010, increase the average life expectancy at
birth in England to 78.6 years for men and to
82.5 years for women monitored using mortality
rates as a proxy.

Reduce health inequalities by 10 per cent by
2010 as measured by life expectancy at birth.

To reduce adult (16+) smoking rates to 21 per
cent or less by 2010, with a reduction in
prevalence among routine and manual groups to
26 per cent or less.

Proportion of people supported to live
independently.

Access to psychological therapies.

Less specific than in 2004.

Overall aim 20: Increase
long-term housing supply
and affordability.

Increase the number of net additional homes
provided per annum to 240,000 by 2016.

Increase the number of gross affordable homes
provided per annum to 70,000 by 2010-11
including 45,000 social homes.

Halve the number of households in temporary
accommodation to 50,500 households by 2010.

By March 2011, 80 per cent of local planning
authorities to have adopted the necessary

Development Plan Documents, in accordance
with their agreed Local Development Scheme.

Trends in affordability.
Efficiency rating of new homes.

Reflecting the Barker
report, focuses on
affordability whereas the
2004 targets mostly
focused on quality.

Overall aim 25: Reduce the
harm caused by alcohol
and drugs.

None.

Percentage change in the number of drug users
recorded as being in effective treatment.

Rate of hospital admissions per 100,000 for
alcohol-related harm.

Rate of drug-related offending.
Percentage of the public who perceive drug use
or dealing to be a problem in their area.

Percentage of the public who perceive drunk and
rowdy behaviour to be a problem in their area.

Broader but less specific
than in 2004.
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The definition and measurement of
income poverty

Poverty at the household level

Throughout this report, poverty is defined and measured for the household as a whole rather
than for the individuals in it. This is in line with long-established practice, reflected in the official
statistics from which all our poverty measures are drawn. This is a particularly important point to
bear in mind when reading the section of the report on differences in the poverty rates between
men and women.

While most households consist of one or two adults, with or without dependent children, one in
eight also include other adults, usually other family members but not always so. A major part of
this ‘other adult’ group is made up of those aged 16+ (or 18+ if still in full-time education) who
are still living at home with their parents.

Note that, in this report and again in line with long-established practice, analysis of poverty by
work status is undertaken by ‘family’ rather than by ‘household’. Whereas a household is
everyone living in the dwelling, a family comprises an adult plus their spouse (if applicable) plus
any dependent children they are living with. So, a young adult living with their parents would
count as one household but two families, as would two unrelated and non-cohabiting adults.?

Poverty measured relative to median income

Almost all measures of poverty in this report are based on income. A household is considered
to be in income poverty (or poverty for short) if its income is less than 60 per cent of median
household income for the year in question. The median is the income of the average UK
household (that is, half of UK households have an income below this level). UK government
targets for child poverty use 60 per cent of median income as the threshold against which to
measure progress.

Unlike mean income, median income is not affected by the income of the very rich: if the Duke
of Westminster's income were suddenly to go up, mean income would rise but median income
would stay the same. Note that, while it must always be the case that half of households have
an income less than the median, it is not in any sense arithmetically necessary that there
should be any households with an income less than 60 per cent of the median.

The value of the poverty line ‘after deducting housing costs’

In calculating household income, an adjustment (following an internationally agreed scale) is
made for the number of adults and children it contains.® In the most recent year, 2005/06, the
60 per cent threshold was worth:

B £108 per week for a single adult;

B £186 per week for a couple with no dependent children;

B £223 per week for a single adult with two dependent children;
B £301 per week for a couple with two dependent children.

These sums of money are after Income Tax, Council Tax and housing costs have been paid.
Housing costs comprise rent, mortgage interest (but not the repayment of principal), buildings
insurance and water charges. They therefore represent what the household has available to
spend on everything else it needs, from food and heating to travel and entertainment.

Low income — The definition and measurement of income poverty



The value of the poverty line ‘before deducting housing costs’

In recent years, a gap has opened up on the question of whether poverty should be measured
before housing costs have been deducted (BHC) or after (AHC). If there is to be one measure
only, we strongly prefer the AHC one, chiefly because the BHC measure counts Housing
Benefit as a part of income even though it actually only manifests itself as a reduction in rent.
On its own, the BHC measure is therefore misleading, causing households with high rents but
receiving Housing Benefit to look much better off than they really are.

Since the UK Government’s 2010 child poverty target is pitched explicitly in terms of BHC, the
values of that threshold for the same household types as given above are:

B £145 per week for a single adult;

B £217 per week for a couple with no dependent children;

B £260 per week for a single adult with two dependent children;
|

£332 per week for a couple with two dependent children.

Different income poverty thresholds

A weakness in the poverty measures used here is in the identification of the 60 per cent
threshold with poverty. While it has now long been the convention, in the UK and more widely
across the European Union, to do this, it is still only a convention. In part to address this, the
main income poverty indicator in this report also shows the numbers of people with household
incomes below 50 per cent and 40 per cent of median income.

But while the focus on 60 per cent is open to question, there is nothing to suggest that it is
badly wrong. Furthermore, the acceptance of the convention has provided anti-poverty policy —
and the public discussion of it — with a stability that has been essential to clarity.

Why this is not just ‘relative’ poverty

In our view, one of the worst things that has happened to the discussion of poverty in recent
years is the way in which the poverty measured in this report is now often referred to as
‘relative’ poverty.

This is wrong in principle and betrays a misunderstanding of what poverty is: in short, poverty is
measured relative to average income because poverty itself is inherently relative, that is, when
someone is so short of resources that they are unable to attain the minimum norms for the
society in which they live. So what is being measured is not some lesser thing called ‘relative
poverty’ but poverty itself.

It is perfectly possible — and one of our indicators does this — to measure progress relative to a
fixed poverty line, that is, one that does not change from year to year. In the statistics for the
latest year, for the first time in many years, the fixed threshold measure has important
information to impart. But it is not in any sense an ‘absolute’ poverty measure and it plays only
a supporting role.

Low income — The definition and measurement of income poverty
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Poverty and material deprivation

In its modern formulation, the idea that poverty is inherently relative goes back to the pioneering
work of Peter Townsend in the 1960s and 1970s. On this view, poverty is when ‘resources are
so seriously below those commanded by the average individual or family that they are, in effect,
excluded from ordinary living patterns, customs and activities’.

While this provides a rationale for relative income measures of poverty, the Townsend approach
also leads in a rather different direction, towards attempts to measure material deprivation
directly. The government has now decided that there should be an official measure of material
deprivation for child poverty and the survey that is used to gather data on household incomes
has now been extended to acquire information on ‘essential items’ too.* But as this data has
only been collected for the last two years (rather than the three years which is the minimum
used in this report for any poverty breakdowns), no indicator on this aspect of poverty is
included in this year’s report.®

Low income — The definition and measurement of income poverty



Income poverty

This theme presents the key statistics for the numbers of people living in income poverty in the
UK. The graphs are a mix of the change over time in the number of people in income poverty,
the proportion of different groups in income poverty (which are also the poverty rates or risks of
poverty), and the share of the total number of people in income poverty accounted for by
different groups.

1 Numbers in low income
(The number of people in income poverty)

The first indicator shows how the number of people living in income poverty has changed over
time, with annual figures going back to 1979.

The main definition of income poverty used in this indicator, as elsewhere in this report, is a
household income below 60 per cent of same-year, median household income after deducting
housing costs (a threshold which rises as the country becomes richer). In addition:

B The first graph also shows the number of people living in households below 50 per cent
and below 40 per cent of same-year median household income;

B The second graph shows the number of people living in households with incomes below
the 1996/97 60 per cent threshold (adjusted only for inflation) in each year since 1996/97;
it also shows the numbers below half the average 1979 income (again adjusted only for
inflation) in each year up to 1994/95 (up until 1994/95, poverty thresholds were defined in
terms of half-average income rather than 60 per cent of median income, but these were
similar amounts of money).

Key points:

B The number of people living in income poverty rose between 2004/05 and 2005/06 by
around 0.75 million, to almost 13 million people. This, the first rise in the number since
1996/97, is large enough to be statistically significant. The rise takes the overall number of
people in poverty back to where it was three years earlier, in 2002/03. That number is,
however, still 1.5 million below the peak level recorded in 1996/97. It is also still around
5 million more than the number of people in poverty in the early 1980s.

B The number of people with incomes below the fixed 1996/97 income poverty threshold also
went up in 2005/06, by some 500,000 to 7.5 million. This rise, the first since 1996/97, is
particularly striking since the number of people with incomes below this fixed threshold had
been coming down at the rate of around 1 million a year up to 2004/05.

B One implication of the rise in the numbers below the fixed threshold is that the overall
increase in income poverty in 2005/06 did not come about because median income rose
quickly (that is, everyone is better off but those at the bottom rather less so). In fact, over
the period since 1996/97, poverty rates have usually fallen fastest when median income
went up more quickly — and fallen more slowly when median incomes rose more slowly.

Low income — Income poverty
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B The number of people living in households with an income below 40 per cent of (same-year)
median income has not changed since 1996/97, remaining at around 5 million people a
year. On that basis, the criticism that the government’s anti-poverty policies have done
nothing to reduce ‘deep poverty’ is a fair one. However, the suggestion that this is because
policies have only benefited those nearest the poverty line is not correct. Rather, the
biggest fall — about 1 million people between 1996/97 and 2005/06 — has been among
those with incomes between 40 per cent and 50 per cent of same-year median income,
rather than among those just below the poverty line with incomes between 50 per cent and
60 per cent of the median.

B In line with long-established practice, all the statistics above relate to household income in a
given year. Clearly, however, the effects of low income are more severe if that low income
persists over a number of years. Of those in income poverty in any given year, around
four-fifths will have been in poverty in at least one of the preceding three years, three-fifths
in at least two of the preceding three years and two-fifths in all three of the preceding
three years.®

2 Low income by age group
(Income poverty rates for children, working-age adults and pensioners)

This indicator shows what has happened to poverty among children, adults of working-age, and
pensioners. The first graph shows the proportions of each of these groups in poverty for each
year since 1994/95. The supporting graph shows the change in the number of people in each
group in poverty comparing 2005/06 with 1994/95. In this second graph, working-age adults are
split according to whether they are living with dependent children while all groups are split
according to whether there are one or two adults in the family.

Key points:

B Over the full eleven-year period, the proportion of both children and pensioners in poverty
has fallen while the proportion of working-age adults in poverty has remained unchanged.
In more detail, child and pensioner poverty rates both started falling in about 1999/00, with
pensioner poverty falling more sharply from 2003/04.

B In the most recent year, the pensioner poverty rate continued to fall slightly, while both the
child and working-age adult rates rose. But neither the rise in child poverty nor the fall in
pensioner poverty in the latest year are sufficiently large to be statistically significant.

B Comparing the latest year with 1994/95, the numbers of pensioners, children and
working-age adults with children who are in poverty are all down, by about 1 million,
400,000 and 200,000 respectively. The fall in both child and working-age poverty has been
concentrated in two-adult rather than one-adult families. By contrast, the fall in pensioner
poverty has been concentrated among single pensioners.

B By contrast, the numbers of working-age adults without children living in poverty has gone
up, by about 500,000. Note that this increase, which is concentrated among single adult
households, reflects a rise in the size of the underlying population group rather than a rise
in the proportion of such people living in poverty.
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3 Children in low-income households
(The number of children in income poverty)

The first graph in this indicator shows the number of children in income poverty for each year
since 1994/95. It does so on both the after deducting housing costs (AHC) measure (used
elsewhere throughout this report) and the before deducting housing costs (BHC) one. The BHC
measure is shown here because this is the basis for the government’s 2010 child poverty target.
In addition to this target, the graph also shows AHC and BHC targets that were due to be met
in 2004/05.

The supporting graph shows how the risk of a child being in income poverty varies according to
the work status of its family, from fully working to unemployed, and how these risks differ in the
three most recent years compared with the 1998/99 year, which is the baseline for the
government’s child poverty targets.

Key points:

B 3.8 million children were living in income poverty in 2005/06, a rise of some 200,000 on the
previous year. The fall in child poverty since the government’s baseline year of 1999 is now
just 600,000. This means that the number of children in poverty in the latest year is still
some 500,000 above the targeted 25 per cent reduction that was set for 2004/05.

B On the BHC measure, the number of children living in income poverty also rose by some
100,000 in 2005/06, to 2.8 million. On this measure, the fall in child poverty since the
government’s baseline year of 1999 is also 600,000. 2.8 million is around 250,000 above
the 2004/05 target and some 1.1 million above the target set for 2010. To set this 2010
target in context, the required fall over the next five years is about twice what has been
achieved over the previous seven.

B A child’s risk of being in income poverty depends to a large extent on how much work is
being done by their family, the risk varying from around 5 per cent for those families where
all adults are working (at least one of whom is working full-time) to upward of 80 per cent
for workless families counted as unemployed. Of note is the fact that, for part-working
families (families with either one of the couple not working or no one working full-time), the
risk of poverty is 30 per cent.

4 Low income and disability
(Income poverty rates for disabled and non-disabled working-age adults)

This indicator contrasts the situation of disabled and non-disabled adults (age 25 to retirement)
as far as income poverty is concerned. The first graph shows the income poverty rate for
non-disabled adults along with the ‘excess’ rate for disabled adults for each year since 1994/95.
The supporting graph shows how the proportion varies between disabled and non-disabled
adults according to whether there are one or two adults in the family and whether there are
dependent children or not.

Key points:

B Since the late 1990s, while the poverty rate for non-disabled working-age adults has
fluctuated around 15 per cent, the rate for disabled adults has been around double that,
fluctuating around 30 per cent. While there has been no real change in this pattern over this
period, the poverty rates in the mid-1990s did look rather different, with a markedly smaller
‘excess’ for disabled adults (around 12 per cent then compared with 15 per cent now).
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B For all family types, a disabled working-age adult’s risk of being in poverty is between 10
and 20 percentage points higher than that for their non-disabled counterparts. Except for
lone parents (where the non-disabled rate is already very high), this means a doubled risk
for a disabled adult.

5 Low income by ethnicity
(The proportion of people in income poverty by ethnic group)

This indicator shows how poverty rates vary between ethnic groups; the groups being white,
Indian, Pakistani, Bangladeshi, black Caribbean and black African. The first graph shows
how the rates for the different groups have changed between the mid-1990s and the latest
three years. The supporting graph shows how the poverty risks for working-age families vary
according to its economic status and whether it is white or belonging to an ethnic minority
(that is, all ethnic minority groups treated as one).

Key points:

B Poverty rates for all ethnic groups are now lower than they were in the mid-1990s, the falls
being similar in proportional terms for all ethnic groups and thus largest in absolute terms
for groups with the highest poverty rates to start with. Nevertheless, every ethnic minority
group’s poverty rate is still markedly higher than that for whites, with the rates for both
Bangladeshi and Pakistani households remaining above 50 per cent.

B For every work status, people living in ethnic minority households are more likely to be in
poverty than people living in white households. The ‘excess’ poverty risk for ethnic
minorities is particularly high — double the white British rate — for part-working families:
40 per cent compared with 20 per cent.

A more detailed analysis of income poverty by ethnicity can be found in our 2007 report entitled
Poverty among ethnic groups: how and why does it differ?’

6 Income inequalities
(Change in the extent of income inequality over time)

As it is measured in relation to median income, income poverty can be seen as being about
inequality in the lower half of the income distribution only. In looking at what has happened to
the whole of the income distribution, the last indicator in this section is therefore moving beyond
poverty to look at income inequality more widely.

The first graph shows how incomes (after adjusting for inflation) have changed between
1996/97 and 2005/06 in percentage terms for each level of household income. The supporting
graph shows where the extra income available in the latest year compared with the start year
has gone — that is, how the extra cake has been divided up between the different parts of the
income distribution. To represent this distribution, households are divided into ten equal sized
groups (deciles), the first having the lowest income and the last having the highest.

Key points:

B The average income of households in the lowest decile of the income distribution in
2005/06 was 12 per cent higher than the average for the lowest decile in 1996/97. This
increase is the smallest for any of the ten deciles. The largest increases — around 35 per
cent — were recorded for households in the second, third and tenth (top) deciles. With the
exception of the top and bottom deciles, the percentage rises in incomes for those in the
lower deciles were greater than the rises for those in the upper deciles.
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B By contrast, measured in absolute rather than percentage terms, three-quarters of the total
extra income generated in 2005/06 compared with 1996/97 went to households in the upper
half of the income distribution. Fully one-third of it went to those in the top decile and a half
went to those in the top two deciles.

Selected relevant research

Some recent research has looked at the possibility, and likely costs, of achieving the
government’s target of reducing child poverty by half by 2010 and eradicating it completely by
2020.

B A report by Hirsch (2006) concludes that tax and benefit changes alone will not be enough
to hit the target unless more parents also enter work. Drawing on work by the Institute for
Fiscal Studies (Shaw, 2006), the report looks at two distinct phases, the 2010 and the 2020
target. The first target could potentially be achieved by raising child tax credit, though the
second would require substantial rises in the level of income support. The report estimates
that eliminating child poverty will require a doubling in real terms of both child tax credits
and income support for parents.

Other research has looked at children in particularly high-risk groups.

B Bradshaw et al. (2006) found that around two-fifths of all children in poverty live in families
of three or more children but that the benefit system does not adequately support larger
families. For example, childcare costs covered by tax credits only cover a maximum of two
children.

B Preston and Robinson (2006) cite recent figures showing that one million children living in
a household where at least one person, adult or child, is disabled are in the poorest fifth of
the population. The report points out that increased access to, and take up of, disability
benefits, such as Disability Living Allowance, can substantially increase a household’s
income and so reduce the level of child poverty.

Low income — Income poverty 29



EITTSSEE Numbers in low income

30

1A: The number of people on low incomes rose in 2005/06 following

falls in each of the six previous years.
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1B: As real incomes have risen, the number of people below a fixed

1996/97 low-income threshold has halved, from 14 million to 7 million.
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The first graph shows the number of people living in households below 40 per cent, 50 per cent and 60 per cent of the
contemporary British median household income for each year since 1979.

The second graph provides three measures of low income. The bars show the number of people in households below
60 per cent of contemporary median income for each year since 1979 (i.e. they are the same in each year as the bars
in the first graph). The line from 1996/97 onwards shows the number of people below a fixed threshold of 60 per cent of
1996/97 median income (adjusted for price inflation). The line from 1979 to 1994/95 shows the number of people below
a fixed threshold of 50 per cent of 1979 mean income (adjusted for price inflation) — 50 per cent of mean rather than
60 per cent of median being used because this was the threshold of low income commonly used at the time.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS)
since 1994/95 and the Family Expenditure Survey (FES) for earlier years. The analysis of the FES dataset was undertaken
by the IFS. The data relates to the United Kingdom, although this has required Great Britain figures for the years 1994/95
to 2001/02 to be scaled up as Northern Ireland was not included in the survey for these years. Income is disposable
household income after deducting housing costs. All data is equivalised (adjusted) to account for variation in household
size and composition. The self-employed are included in the statistics. Note that in 2007 the Department for Work and
Pensions (DWP) made some technical changes to how it adjusted household income for household composition (including
retrospective changes) and, as a result, the data is slightly different than previously published figures.

Overall adequacy of the indicator: high. The FRS and FES are both well-established annual government surveys, designed
to be representative of the population as a whole.
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Low income by age group

2A: The proportion of children and pensioners who live in

low-income households has been falling. By contrast, the proportion
for working-age adults has hardly changed.
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2B: The only group where the number of low-income people is

higher than a decade ago is working-age adults without dependent
children.
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The first graph shows the risk of a person being in a low-income household, with the data shown separately for children,
pensioners and working-age adults.

The trends are somewhat different when considered in terms of absolute numbers rather than percentage risks. To
illustrate this, the second graph shows the numbers of people in low-income households by type of person (children,
pensioners and working-age adults with or without dependent children) and family type (single adult or couple), showing
the change in the numbers between 1994/95 and 2005/06.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
A child is defined as an individual who is either under 16 or is an unmarried 16- to 18-year-old on a course up to and
including A level standard (or Highers in Scotland). For 2002/03 onwards, the data relates to the United Kingdom while
the data for earlier years is for Great Britain (FRS did not cover Northern Ireland until 2002/03) and, given this, the data
in the second graph relates to Great Britain. Income is disposable household income after deducting housing costs and
the low-income threshold is the same as that used elsewhere, namely 60 per cent of contemporary median household
income. All data is equivalised (adjusted) to account for variation in household size and composition. The self-employed
are included in the statistics. Note that in 2007 the Department for Work and Pensions (DWP) made some technical
changes to how it adjusted household income for household composition (including retrospective changes) and, as a
result, the data is slightly different than previously published figures.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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3A: The number of children in low-income households is still well

above the Government’s target for 2004/05.
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3B: A child’s risk of low income varies greatly depending on how
much paid work the family does. These risks have fallen in recent
years for both workless and part-working families.
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The first graph shows the number of children living in low-income households, both before and after deducting housing
costs. It also shows the government’s target to reduce the number of children in poverty by a quarter by 2004/05 compared
to the number in 1998/99, again both before and after deducting housing costs — the government’s child poverty target
for 2004/05 was ambiguous about which it was using. Finally, it shows the government’s target to reduce the number of
children in poverty by a half by 2010 compared to the number in 1998/99 — this measure being shown on a before
deducting housing costs basis only as that is the basis for the official government target.

The second graph shows the risk of a child being in a low-income household, with the data shown separately by family
work status. The work statuses shown are: all working (single or couple, with one in full-time work and the other — if
applicable — also working); part-working (couples where one is working and the other is not plus singles or couples where
no one is working full-time but one or more are part-time); workless — unemployed (head or spouse unemployed) and
workless — economically inactive (includes long-term sick/disabled and lone parents).

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
For 2002/03 onwards, the data relates to the United Kingdom while the data for earlier years is for Great Britain and,
given this, the data in the first graph prior to 2002/03 has been scaled up to put it onto a comparable UK basis to that
for later years. The low-income threshold, adjustment to household incomes for their size and composition, and definition
of children are all as for indicator 2.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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Low income and disability

4A: Disabled adults are twice as likely to live in low-income

households as non-disabled adults, and the gap is bigger than a
decade ago.
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4B: For all family types, a disabled adult’s risk of being in low

income is much greater than that for a non-disabled person.
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The first graph shows the proportion of adults aged 25 to retirement living in low-income households, with the data shown
separately for disabled and non-disabled adults.

The second graph shows how the risks of being in low income vary by family type, with the data shown separately for
disabled and non-disabled adults aged 25 to retirement.

The data source for both the graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
For 2002/03 onwards, the data relates to the United Kingdom while the data for earlier years is for Great Britain (FRS
did not cover Northern Ireland until 2002/03). The low-income threshold and adjustment to household incomes for their
size and composition are both as for indicator 2.

Where the household contains two adults, one disabled but the other not, and one in the 25 to retirement age group but
the other not, it is not possible to tell from the data which of the two adults is disabled. In such cases, the assumption
has been made that half of the disabled adults are in the 25 to retirement age group.

Overall adequacy of the indicator: high. The FRS is a well-established government survey, designed to be representative
of the population as a whole.
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Low income by ethnicity

5A: While rates have been falling for all ethnic groups, more than

half of people from Bangladeshi and Pakistani ethnic backgrounds
still live in low-income households.
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5B: For all work statuses, people from ethnic minorities are, on
average, more likely to live in low-income households than white

British people. The gap is biggest for part-working families.
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The first graph shows how the proportion of people living in low-income households varies by different ethnic groups, with
the ethnic groups shown being those for which sufficient data exists to derive a reasonably reliable estimate.

The second graph shows how the proportion of people living in low-income households varies by family work status, with
the data shown separately for those from ethnic minorities and white British people.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
For 2002/03 onwards, the data relates to the United Kingdom while the data for earlier years is for Great Britain (FRS
did not cover Northern Ireland until 2002/03). The low-income threshold and adjustment to household incomes for their
size and composition are both as for indicator 2. The definitions of family work statuses are as for indicator 3.

Both the definition of ‘ethnic minority’ and the division between different ethnic minority groups is driven by the data. In
the first graph, the white grouping includes both ‘white British’ and ‘white other’ as the data prior to 2001/02 does not
distinguish between the two. In the second graph, ‘white other’ are included in the ethnic minority figures.

Overall adequacy of the indicator: medium. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole, but both the ethnic classification and sample sizes limit what analyses can
be undertaken.
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Income inequalities

6A: Except for those at the top and bottom of the income
distribution, households with below-average incomes have enjoyed

bigger proportional increases over the last decade than households

with above-average incomes.
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6B: Three-quarters of the total increase in incomes over the last

decade has gone to those with above-average incomes and a third
has gone to those in the richest tenth.
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The two graphs focus on the change in real incomes by income decile.

The first graph shows the average percentage change in real (i.e. after adjusting for inflation) incomes for each income
decile over the period 1996/97 to 2005/06.

The second graph shows the shares of the total change in real incomes since 1996/07 by income decile.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
The data relates to Great Britain (FRS did not cover Northern Ireland until 2002/03). Income is disposable household
income after deducting housing costs. All data is equivalised (adjusted) to account for variation in household size and
composition. The self-employed are included in the statistics.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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In-work poverty

At the heart of the government’s drive to reduce child poverty lies the idea that work is the route
out of poverty. Nothing that has been said or done by government ministers suggests any
weakening in, or even qualification of, that core belief. This section is, therefore, concerned with
those people who, despite either working themselves or having at least one working member of
their family, continue to find themselves in poverty: ‘in-work poverty’ for short.

7 Low income and work
(The number of people in working households in income poverty)

This indicator counts the number of people in in-work poverty and compares them with the
number in poverty but in workless families. The first graph does this for those aged 25 to
retirement, showing the numbers in in-work and out-of-work poverty for each year from 1994/95
to 2005/06. The supporting graph focuses on children, showing how the 3.8 million children in
income poverty in 2005/06 are divided up according to whether they live in working or workless
families, and whether they are living with one or two parents.

Key points:

B Up to the late 1990s, a majority of people aged 25 to retirement who were in poverty
belonged to workless rather than working families: for example, in 1996/97, some 2.8 million
belonged to workless families compared with 2.4 million who belonged to working families.
By contrast, over the last two years, the position has been reversed, some 2.2 million
compared with 2.8 million (average for 2004/05 and 2005/06).

B Among children in poverty in 2005/06, half live in working families and half in workless
ones. Three-fifths live in couple families while two-fifths live with a lone parent.

B Among children in poverty in working families in 2005/06, four-fifths live with both parents.
Conversely, of those in workless poverty, two-thirds live with just one parent.

8 In receipt of tax credits
(The number of children in households receiving tax credits)

This indicator, counting the number of children in working families, looks at the connections
between the receipt of tax credits and the family’s poverty status.

The first graph shows the number of children in working families who are (a) in poverty and not
receiving tax credits; (b) in poverty and receiving tax credits; and (c) not in poverty thanks to the
tax credits they receive. This graph goes back to the mid-1990s, using the numbers receiving
Family Credit before 1999 when the first version of tax credits was introduced.

The second graph, for the latest year 2005/06, shows how many children are lifted above the
poverty line by tax credits, comparing this with the number still below it despite receiving tax
credits, and the number who would not be below it even if they did not receive tax credits.
Children whose families receive only the family element of the child tax credit (to which all but
the 10 per cent or so of families with incomes above £50,000 are entitled) are excluded from
both graphs.
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Key points:

In each of the last three years, around 1 million children have belonged to working families
whose incomes exceed the poverty line by an amount less than the tax credits they receive.
As this means that they would have been in poverty without those credits, it can be said
that tax credits have been lifting a million children a year out of poverty since 2003/04. The
comparable figure for the early years of the decade was around 0.6 million a year. In the
late 1990s, the predecessor benefit Family Credit lifted about 0.3 million a year above the
poverty line.

Over the same period, the number of children in working families who were in poverty and
not receiving tax credits averaged around 0.8 million in the three most recent years, down
from well above 1 million a year in the period up to 2002/03.

At the same time, however, the number of children in working families who either are,

or would be, in poverty but for tax credits, has risen steadily, from around 2 million in the
mid-1990s, to 2.5 million in the early years of this decade, to around 3 million in the most
recent year. In short, as the number of children helped by tax credits to escape poverty
has increased, so too has the number needing tax credits in order to do that. One result
of this is that the number of children in working families who are in poverty is similar to

a decade ago.

The around 1 million children not in poverty thanks to tax credits represent a quarter of all
the children in families receiving the credits. Another quarter is made up of children whose
families receive tax credits but are still in poverty despite that. The other half are the
children who would not be in poverty even if their families did not receive tax credits.

9 Low income and Council Tax

(The proportion of people in income poverty paying Council Tax)

This indicator counts the people in households who are in income poverty yet paying full
Council Tax. The first graph shows the proportion of people in such households in England and
Wales for each year since the mid-1990s. The supporting graph breaks those numbers down,

for the latest year, between children, working-age adults and pensioners.

Key points:

In 2005/06, nearly 60 per cent of people in poverty belonged to households paying full
Council Tax. This proportion is nearly a third higher than it was in the late 1990s, having
risen steadily from around 45 per cent in 1998/99.

In 2005/06, some 6 million people in England and Wales belonged to households that were
in poverty yet paid full Council Tax. Of these, around one-and-a-half million were children:
in other words, almost half of all children in poverty were in households paying full Council
Tax. A further one million were pensioners. Dwarfing both, however, was the number of
working-age adults in poverty and paying full Council Tax — around 3.5 million.

Low income — In-work poverty
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Selected relevant research

In-work poverty is often related to low pay, but the two are not synonymous — low pay is an
individual measure, whereas poverty relates to household income. Some recent research has
looked at the intersection of the two.

B Work by the New Policy Institute and the Bevan Foundation (Kenway and Winkler, 2006)
found that, in 2003/04, 65 per cent of families in in-work poverty were low-paid while 23 per
cent of low-paid families were in poverty. This second statistic is largely explained by two
factors. First, the income of low-paid families can be topped up by tax credits, lifting the
family out of poverty. Second, around a quarter of low-paid families have very low housing
costs, either because they share accommodation or own properties with very small or
non-existent mortgage repayments.

B The same piece of work showed that 87 per cent of low-paid men lived in a low-paid family
(that is, one where the average hourly rate for all earning adults was under £6 an hour),
compared with to 60 per cent of women. As Miller and Gardiner (2004) state, low-paid
women are more likely to have partners who are employed and not low-paid than low-paid
men, who often have either non-employed partners or partners who are also low-paid.
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Low income and work

7A: Among those aged 25 to retirement in low income, the number

in working families has risen while the number in workless ones has

fallen.
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7B: Half of the children in low-income households live in families

where at least one of the adults is in paid work.
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In lone parent families without work 33% In couple families with work 43%

In couple families without work 15%

Source: Households Below Average Income 2005/06, DWP; UK

The first graph shows, over time, the number of adults aged 25 to retirement who are in low-income households, with the
data shown separately for families where someone is in paid work and for workless families.

The second graph shows, for the latest year, a breakdown of the children who were in low-income households by family
type (couple or lone parent) and work status (workless or someone in paid work).

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
The data relates to Great Britain in the first graph and to the United Kingdom in the second graph. The low-income
threshold and adjustment to household incomes for their size and composition are both as for indicator 2.

Note that the term ‘family’ is used to cover an adult and their spouse (if applicable) whereas the term ‘household’ is used
to cover everyone living in a dwelling. So, a young adult living with their parents would count as one ‘household’ but two
‘families’. In analysing low income by work status, the work status is analysed by family whereas the income is analysed
by household. Note that an alternative — and more technically correct — term for ‘family’ is ‘benefit unit’.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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In receipt of tax credits

8A: Tax credits now take around 1 million children in working

families out of low income — but a million more children need this
support than a decade ago.
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8B: Only a quarter of the children in working families in receipt of
tax credits are no longer in low income because of the tax credit
monies received.
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The first graph provides an analysis of the number of children in working families where, excluding tax credits (and their
predecessors), the household is in low income. For each year, it shows the number of children in three categories, namely:
not in receipt of tax credits; in receipt of tax credits (over and above the family element) but still in low income; and in
receipt of tax credits and, as a result, no longer in low income. Note that the restriction to working families only is important
as the child supplements of some out-of-work benefits (although not the base benefits themselves) are now considered
by the government to be tax credits rather than benefits, so their inclusion would have made the data non-comparable
over time.

The second graph provides, for the latest year, an analysis of the children in working families in receipt of tax credits over
and above the family element. The first two categories — those who are still in low income and those who, as a result of
tax credits, are no longer in low income — are the same as in the first graph. The third category is children whose household
would not be in low income even without tax credits.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
The data in the first graph relates to Great Britain while that in the second graph relates to the United Kingdom (FRS did
not cover Northern Ireland until 2002/03). The low-income threshold and adjustment to household incomes for their size
and composition are both as for indicator 2. To ensure comparability over time, the data for 1998/99 and earlier includes
recipients of Disability Working Allowance as well as Family Credit while the data for 2003/04 onwards excludes those
just receiving the family element of Child Tax Credit.

Overall adequacy of the indicator: medium. All the data is considered to be reliable and provides reasonable estimates.
However, the extensive changes in the system from year to year make the data somewhat difficult to interpret.
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Low income and Council Tax

9A: More than half of all low-income households are paying full

Council Tax, noticeably higher than a decade ago.
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9B: One-and-a-half million children in England and Wales are living

in low-income households where the household is paying full
Council Tax.
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The first graph shows, for each year, the proportion of people living in low-income households where the household is
paying the full amount of Council Tax (i.e. is not in receipt of any Council Tax Benefit).

The second graph shows how the people living in low-income households where the household is paying full Council Tax
divide by age group.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
The data relates to England and Wales (in Scotland, Council Tax and water charges are paid as part of the same bill
so it is not possible to distinguish people who are paying no Council Tax and the Northern Ireland system is different
again). The low-income threshold and adjustment to household incomes for their size and composition are both as for
indicator 2.

Overall adequacy of the indicator: medium. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole. However, the Council Tax data relates to a survey of what people said they
were paying rather than to their actual bills.
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Income poverty by age and gender

The indicators in this section have been created specifically for this year’s report, with its theme
on differences by gender and age. It is worth repeating here the point made earlier, in the
discussion of the definition of poverty, that poverty is defined at the household, rather than the
individual, level. In what follows, therefore, it should always be remembered that a phrase such
as ‘women in (income) poverty’ is a shorthand for ‘women in households in (income) poverty’.
For households with just one adult, there is no ambiguity about this. But for households with two
or more adults, it is possible that the distribution of resources between the adults within the
household could be so uneven as to mean that one would be in poverty if they lived alone,
while the others would not. This, however, is not measured and, without a widely agreed
definition of ‘individual’ poverty, cannot be.

10 Adults in low-income households by gender
(The proportion of men and women in income poverty)

The first graph shows the poverty rates for men and women separately, for each of the years
since 1994/95, with the rate for women shown as an ‘excess’ above that for men. The
supporting graph shows the number of both men and women in poverty in 2005/06, broken
down according to whether they are part of a couple or, if they are single, whether they are a
pensioner, a lone parent or a single working-age adult without dependent children.

Key points:

B In the mid-1990s, around 24 per cent of women were in households in poverty, a rate four
percentage points in excess of the 20 per cent rate for men. Since then, the gap between
men and women has declined steadily, to reach a point where, with a 20 per cent poverty
rate for women and 18 per cent poverty rate for men averaged over the three most recent
years (2003/04 to 2005/06), the excess has halved.

B Over the three most recent years, an average of 4 million men and nearly 5 million women
were in poverty at any one time. The composition of the two groups is, however, very
different. Those in couples account for the same number of men and women, of course,
but they represent a greater proportion of the men in poverty (more than half) than of the
women (less than half). The real difference between men and women concerns the single
adults in poverty. For men, almost all of these, and therefore nearly half of all the men in
poverty, are single working-age without children with whom they are living. So for men, the
vast majority (95 per cent) are either in couples or are single working-age without children
with whom they are living. By contrast, the single women in poverty are divided almost
equally between pensioners, lone parents and single working-age without children.

11 Single adults in low-income households by gender
(The proportion of single men and women in income poverty)

Given that poverty is measured at the household level, differences in the poverty rates between
men and women can only reflect differences in the poverty rates for different groups of single
men and single women. Changes in the overall excess poverty rate for women in the previous
indicator therefore reflect changes in the rates for single men, single women and couples, as
well as changes in the proportions in each of these groups.
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The first graph in this indicator shows the poverty rates for single men and women separately,
for each of the years since 1994/95. The supporting graph compares the poverty rates for
various groups of adults for the three years 1994/95 to 1996/97 with those for the three years
2003/04 to 2005/06. The groups shown are single pensioners, lone parents, single working-age
without dependent children, and couples.

Key points:

B In the mid-1990s, around 36 per cent of single women were in poverty, a rate eleven
percentage points in excess of the 25 per cent rate for men. This excess has now fallen to
around four percentage points, a fall of two-thirds over the last decade.

B The most important reason for this fall in the gap between women and men is that the two
groups which have seen the biggest fall in poverty rates over the past decade are both
dominated by women.

B The first of these groups is single pensioners, for whom the poverty rate among women fell
from around 40 per cent in the mid-1990s to 20 per cent in the three most recent years.
While poverty rates for single male pensioners are only slightly lower than for single female
ones, the fact that three-quarters of single pensioners are women means that falls in the
poverty rate for this group have a big impact on the overall difference in male and female
poverty rates.

B The second of the two groups to see a big fall in poverty rates are lone parents, for whom
the rate fell from 60 per cent in the mid-1990s to 50 per cent in the most recent three
years. Again, because most lone parents are women, this fall has an impact on the extent
to which poverty rates overall among women exceed those among men.

B By contrast, the poverty rates for single working-age adults without children do not show
any appreciable difference between men and women; nor has there been any marked fall in
these poverty rates over the past decade.

Bl Although there is too little reliable data to allow the ‘excess’ poverty rate for women to be
tracked year-by-year prior to the mid-1990s, the evidence® suggests that at the end of the
1970s, there was no such excess, or gap, to speak of. This was because the two groups
who ‘cause’ the gender gap, namely lone parents and single pensioners, were either very
few in number then (lone parents) or had average, as opposed to high, poverty rates at that
time (single pensioners).

12 Working-age composition
(The characteristics of working-age adults in income poverty)

This indicator offers more detail about the half of the population in poverty who are neither
children (that is, dependent children) nor pensioners; in other words, the 6.5 million working-age
people in poverty. The first graph breaks that population down into four age groups, 16 to 24
(‘young adults’), 25 to 37, 38 to 50 (both ‘prime working age’) and 51 to 59 (‘older working age’)
and then breaks it down again, variously by: single/couple status and whether with dependent
children (young adults); family work status and whether a couple with dependent children or not
(prime working age); and family work and disability status (older working age).

The supporting graph shows the age range of female lone parents in poverty, comparing it with
the age range of women in couples with dependent children who are in poverty. In what follows,
the term ‘mother’ should be understood as applying to any women living with their dependent
children.
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Key points:

Two-thirds of all young adults (16 to 24) in poverty are single adults without dependent
children. The great majority of this group of one million people (who were all, of course,
classified as ‘children” when Prime Minister Blair first pledged to eradicate child poverty in
1999) are still living at home with their parents. The remaining half million or so young
adults in poverty are divided almost equally between lone parents, couples with children
and couples without children. That means that lone parents account for just one in eight of
all young adults living in poverty.

A third of all the adults of ‘prime’ working age (25 to 50) in poverty belong to working
couples with dependent children, some 1.3 million adults. A further 0.9 million belong to
other working families, either as single adults (both with and without children) or as couples
without dependent children. Taken together, this means that nearly 60 per cent of the prime
working-age adults who are in poverty belong to working families. Only 10 per cent belong
to two-adult, workless families with dependent children.

Among the 1 million or so older working-age adults (51 to 59) in poverty, about half are in
working families and half in workless ones. Among those who are workless, some two-thirds
have someone disabled in the family; among those who are working, some two-thirds have
no one disabled in the family.

A fifth of lone mothers in poverty are under the age of 25, three-fifths are between 25 and
40 and the final fifth are aged over 40. Young lone mothers in poverty therefore represent
just a small proportion of all lone mothers in poverty.

13 Low income by detailed age bands
(The proportion of people in income poverty by age)

The last indicator in this section provides a breakdown of poverty rates by age, from birth to

age 85 and above. For those aged 25 and over, the analysis is in five-year age bands. For
those aged under 25, the bands have been chosen by grouping years with similar risks
together, noting that there is a marked change in risk around the age of 21. The supporting

graph shows a detailed breakdown of poverty rates among pensioners by gender, age (under
75 and 75 and above) and whether single or in a couple.

Key points:

Among children there is little difference in poverty rates by age; whatever the age, the
poverty rate is well in excess of the rate for working-age adults. However, the higher
poverty rate for children does not end when childhood ends (at age 16, or age 18 for those
in full-time education) but continues undiminished through to age 21. By contrast, the
poverty rate for those aged 22 to 24 is much lower, only a little above the rate for
working-age adults as a whole.

Poverty rates are at their lowest for those aged between about 45 and 54, rising thereafter,
though with a marked spike for those aged 60 to 64. More detailed analysis shows that this
is associated with a higher poverty rate for men at that age. As a result, the poverty rate for
men aged 60 to 64 is higher than the rate for men in any other age group from 25 to 80.

Among pensioners, the poverty rate for single women of all ages, and for couples aged 75
and above, is about five percentage points higher than the poverty rate for either single
male pensioners or for couples aged under 75.
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Selected relevant research

The research reviewed in this area falls into three parts — individual incomes for men and
women, the different way in which men and women experience low income, and vulnerability to
adverse events.

B The Individual Income Series, produced by the Department for Work and Pensions from
1996/97 to 2004/05, breaks down household income according to whether it accrues to the
woman or the man. In doing so, it focuses on the money coming in to a household, not how
it is then shared between members of the household and this limits its value. However, it
does allow an investigation of how individual incomes of men and women within households
have changed over time. The most recent — and final — report (Johnson and Semmence,
2006) showed that, on average, women'’s individual incomes had risen relative to men’s
over the eight years that data were analysed. Whereas in 1996/97, women’s average
individual income was 46 per cent of men’s (£127 compared to £276), in 2004/05 it was
55 per cent (£173 compared to £315, all figures given in 2004/05 prices).

B The table below shows male and female individual incomes in the lower half of the
(household) income distribution for 1996/97 and 2004/05 for three different ‘couple’ families,
namely pensioner, and working-age without, and then with, dependent children.

Year Women Men Women as % of men

Pensioner couple

1996/97 £49 £134 37%
2004/05 £66 £165 40%

Couple without children

1996/97 £57 £151 38%
2004/05 £90 £200 45%

Couple with children

1996/97 £78 £257 30%
2004/05 £125 £304 41%

B In pensioner couples, the gap between female and male individual income has narrowed
slightly, with women's incomes now 40 per cent of men’s, compared to 37 per cent in
1996/97.

B More noticeable changes have occurred in working-age families, where the incomes of
women in couples without children are now around 45 per cent of men’s, compared to
38 per cent in 1996/97. This increase of seven percentage points could be due to the
closing pay gap between men and women and/or to the increasing number of women in
couples who work.

B An even larger relative change has occurred in couples with children. Whereas women’s
incomes were 30 per cent of men’s in 1996/97, they are now 41 per cent. Again, this may
reflect the narrowing gender pay gap and/or the increasing number of women in couples
who work. As well as this, though, new benefits such as Child Tax Credit are paid directly
to the mother. Goode et al. (1998) observed that, where benefits are paid to the woman in
the couple, the resulting distribution of individual incomes is more even.

Some recent research has looked into how the burden of poverty affects men and women and
suggests that the experiences of men and women in poverty are not necessarily the same.
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B Bradshaw et al. (2003) argue that women within two-adult families often experience poverty

differently, and carry a heavier burden. This is because they (i) tend not to receive their fair
share of resources coming into the household; (ii) tend to carry more than an equal
responsibility for managing what money is coming into the family and for managing debt; and
(iii) tend to forgo their own consumption in order to support the living standards of children.

Middleton et al. (1997) found that, when women are in charge of a family’s finances, they
often felt that they should go without in order to ensure the health and wellbeing of other
members of the family. Bradshaw et al. (2003) found this to be especially prevalent among
low-income single mothers.

Gordon et al. (2000), analysing their Poverty and Social Exclusion Survey, looked at
whether people go without essential items because they cannot afford them. They found
that women were slightly more likely to go without than men (also cited in Pantazis and
Rospini, 2006).

One of the arguments made as to why poverty affects women more than men is that they are
more vulnerable to adverse events. Research suggests that savings play a part in this.

B McKay'’s research for the Fawcett Society (2007) found that women’s median savings are

lower than men’s: £2,000 compared with £3,000. Again, the way in which resources enter
the household might not match the distribution within the household, but the real issue here
is that, due to their lower savings rates, women are typically more financially reliant on their
partners than men are. Lone mothers have a lower savings rate than either lone fathers or
mothers or fathers in couples.

McKay also showed that women’s saving rates are more vulnerable to changes in life
circumstances than men’s. On entering the workforce, women’s pension saving rates are
typically as high as men’s if not higher. On having children, though, they often drop,
whereas fatherhood appears to act as a trigger for pensions saving. Pensions saving rates
of mothers with occupational pensions typically do not catch up with those of childless
women until shortly before retirement.

A survey by the Citizens Advice Bureau (Edwards, 2003) showed that women, tenants of
social landlords and the unwaged were the most likely to have debts associated with
poverty. Such debts typically included catalogue debts and loans to home-collected credit
providers. Interest rates associated with these types of borrowing are significantly higher
than for so-called mainstream sources of credit.

However, Pantazis and Rospini (2006) show that, while women are more susceptible to
changes in circumstance caused by divorce, birth or widowhood, men are more at risk of
changes caused by unemployment or the onset of ill-health.
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Adults in low-income households
by gender

10A: Women are a bit — but only a bit — more likely to live in

low-income households than men.
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10B: In terms of family type, the composition of those in low income

is much more varied for women than for men.
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The first graph shows how the risk of an adult being in a low-income household has changed over time, with the data
shown separately for men and women.

The second graph shows the division of the adults in low-income households by family type, with the data again shown
separately for men and women.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
For 2002/03 onwards, the data relates to the United Kingdom while the data for earlier years is for Great Britain (FRS
did not cover Northern Ireland until 2002/03). The low-income threshold and adjustment to household incomes for their
size and composition are both as for indicator 2.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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EITTEYEI  Single adults in low-income households
by gender

11A: Single women are a bit — but only a bit — more likely to live in

low-income households than single men and the gap has narrowed
considerably in recent years.
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11B: Single female pensioners and female lone parents are both
more likely to be in low-income households than their male

equivalents, but there is no difference for working-age singles
without children.
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The first graph shows how the risk of a single adult (i.e. excluding couples) being in a low-income household has changed
over time, with the data shown separately for men and women.

The second graph shows, for each family type, the risk of an adult being in a low-income household, with the data again
shown separately for men and women. For women, it also shows how, for each family type, the risk of an adult being in
a low-income household has changed over time (the equivalent over-time data for men is not shown for presentational
reasons).

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS).
For 2002/03 onwards, the data relates to the United Kingdom while the data for earlier years is for Great Britain (FRS
did not cover Northern Ireland until 2002/03). The low-income threshold and adjustment to household incomes for their
size and composition are both as for indicator 2.

Overall adequacy of the indicator: high. The FRS is a well-established annual government survey, designed to be
representative of the population as a whole.
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Working-age composition

12A: One million young adults aged 16 to 24 with no dependent

children and living without a partner are in low-income households.
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12B: Four-fifths of lone parents in low-income households are aged
25 or older.

Single mothers
L A BN Aged 16-24

Mothers
in couples

Aged 25-40
57%

Source: Household Below Average Income, DWP; the data is the average for 2003/04 to 2005/06; UK

The first graph shows the number of working-age adults who are living in low-income households, with the data broken
down into four age groups, namely 16-24, 25-37, 38-50 and 51-59. For each age group, the data is further broken down
by family characteristics, where, for each age group, these characteristics have been chosen to best illustrate the
composition of that age group. More specifically: for the 16-24 age group the division is by family type (i.e. whether
the family is a couple or single and whether or not there are dependent children); for the 25-37 and 38-50 age groups,
the division is by family work status (i.e. whether or not anyone is working) and whether or not the family is a couple
with dependent children; and for the 51-59 age group, the division is by family work status and family disability status
(i.e. whether or not any of the adults is disabled).

The second graph shows the proportions of lone parents who are living in low-income households by age group. For
comparison purposes, the equivalent data for mothers in couples is also shown.

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS)
and the data relates to the United Kingdom. All data is the average for the years 2003/04 to 2005/06. The low-income
threshold and adjustment to household incomes for their size and composition are both as for indicator 2. The definition
of ‘family’ is as for indicator 7.

Overall adequacy of the indicator: high. The FRS is a well-established government survey, designed to be representative
of the population as a whole.
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TR Low income by detailed age bands

13A: The proportion of people who live in low-income households

only begins to fall from the age of 21.
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13B: Single female pensioners and older pensioner couples are the

pensioners most likely to be in low income.
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The first graph shows the risk of a person being in a low-income household by age. The ages are banded in five-year
age bands from 25 onwards but, for those under the age of 25, the bands have been chosen by grouping years with
similar risks together, noting that there is marked change around the age of 21.

The second graph shows the proportion of pensioners living in low-income households for different combinations of age
group (less than 75 and 75 and over) and family type (pensioner couple, single female pensioner and single male
pensioner).

The data source for both graphs is Households Below Average Income, based on the Family Resources Survey (FRS)
and the data relates to the United Kingdom. All data is the average for the years 2003/04 to 2005/06. The low-income
threshold and adjustment to household incomes for their size and composition are both as for indicator 2.

Overall adequacy of the indicator: medium. The FRS is a well-established annual government survey designed to be
representative of the population as a whole. However, the sample sizes are relatively small in the first graph and the
second graph does not include people in residential institutions (such as nursing homes) as FRS only covers people living
in private households.
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Workless households

This section focuses on working-age households in which no one (of working age) is in paid work.

14 Workless households
(The proportion of different types of household who are workless)

This indicator is concerned with the proportion of workless households of different types, that is,
whether the household contains one or more working age adults and whether there are
dependent children or not. The first graph shows, for each of these four types, the proportion
who were workless year by year over the past decade. The second graph, for the latest year,
divides the total number of workless households according to which of the four types they are.

Key points:

B Single adult households, both with and without children, are far more likely than two adult
ones to be workless. So among households with children, two-fifths of lone parent
households are workless, around seven times the rate for couple households. Among
households without children, a quarter of single adult households are workless, around four
times the rate for couple households.

B The proportion of households who are workless has come down for each of the four
household types over the past decade. In proportional terms, the falls have been somewhat
greater for households with children than for those without children. In absolute terms,
however, the falls have been greater for single-adult households than for couple households
(because their starting proportion was so much higher).

B Overall, half of all workless working-age households are single adults without dependent
children and a further fifth are lone parent households.

15 Children in workless households
(The number of children in workless households)

The second indicator focuses on children in workless households. The first graph shows how
the number of children living in workless households has changed year by year over the past
decade. The second graph shows how the proportion of children in workless households in the
UK compares with the proportions in each of the other 26 European Union member states.

Key points:

B In 2006, some 1.8 million children were living in workless households, half a million fewer
than a decade earlier. Most of this fall took place in the first half of this ten-year period, up
to about 2000.

B In 2006, some 1.2 million children were living in workless, lone parent households, between
0.1 and 0.2 million lower than ten years earlier. This means that most of the fall in the
overall number of children in workless households has taken place among couple, rather
than lone parent, households.

Despite the falls in the number of children in workless households, the UK still has the highest
proportion of its children living in workless households in any European Union country, its

16 per cent rate (in 2006) exceeding that of the next worst three (Bulgaria, Belgium and
Hungary) by at least 2 percentage points and being around two-thirds higher than the rates in
both France and Germany.
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Selected relevant research

Some other research on workless households has further explored their characteristics.

B Analysis by Bivand (2005) for the Centre for Social Inclusion showed that there are
substantial differences in the prevalence of workless households by ethnicity. Further
analysis of the Labour Force Survey by the New Policy Institute brings this up to date: in
2006, one third of Bangladeshi and black African households were workless, twice the rate
for white British households.®

B Bivand also looked at the proportion of children in workless households by ethnicity. Around
40 per cent of black African children lived in workless households, compared to around
10 per cent of Indian children. The rate of worklessness among black African households
varies substantially between Christian and Muslim households, with the latter being higher.
Bivand suggests that this is mainly because the immigration status of many black African
Muslim families makes it harder for them to find work.

B Among workless households, the vast majority are classified as ‘inactive’, rather than
‘unemployed’ (ONS, 2007). In the last decade, while the proportion of households described
as unemployed or mixed unemployed and inactive has decreased from around 5 per cent to
around 3 per cent, the proportion of inactive households has stayed at around 13 per cent.
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Indicator 14
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Workless households

14A: Single adult households — both with and without children — are

much more likely to be workless than couple households.
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14B: Half of workless working-age households are single adults

without dependent children.
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For each of a number of working-age household types, the first graph shows the proportion of the households who are
workless (i.e. households where none of the adults are working). The four household types shown are lone parent
households, single adults without dependent children, households with two or more adults but no dependent children, and
households with two or more adults and one or more dependent children.

The second graph shows, for the latest year, the proportion of all workless working-age households who are in each
household type.

The data source for both graphs is the Labour Force Survey (LFS) and relates to the United Kingdom. The data for each
year is the average for the 2nd and 4th quarters, analysis by household type not being available for the 1st and 3rd quarters
(noting that prior to 2006, the four quarters ran from December to November).

In both graphs, households which are entirely composed of full-time students have been excluded from the analysis,
as have households where their economic status is not known. Full-time students have also been excluded from the
calculations to decide whether the household has one or more than one adult. So, for example, a household comprising
one full-time student and one other working-age adult has been allocated to the ‘one adult’ household type. In line with
ONS methods, children comprise all those under the age of 16 (i.e. not including dependent children aged 16-18).

Overall adequacy of the indicator: high. The LFS is a well-established, quarterly government survey designed to be
representative of the population as a whole.
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Children in workless households

15A: The number of children in workless households has fallen by a

fifth over the last decade, with most of this fall being for children in
couple households.
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15B: The UK has a higher proportion of its children living in

workless households than any other EU country.
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The first graph shows the number of children living in households in which none of the working-age adults is in paid work.
The data is separated by household type, namely couple households, lone parent households and other households. The
data source is the Labour Force Survey (LFS) and the data relates to the United Kingdom. The data for each year is the
average for the 2nd and 4th quarters, analysis by household type not being available for the 1st and 3rd quarters (noting
that prior to 2006, the four quarters ran from December to November). In line with ONS methods, children comprise all
those under the age of 16 (i.e. not including dependent children aged 16-18).

The second graph shows the proportion of children aged 0-17 in each EU country who live in workless households. For
comparison purposes, the equivalent data for 18-59-year-olds is also shown. The data source is Eurostat, which in turn
draws its data from the Labour Force Surveys in each country. The data is for the year 2006. Note that there is no data
available for Sweden.

Overall adequacy of the indicator: high. The LFS is a large, well-established, quarterly government survey, designed to
be representative of the population as a whole.
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Unemployed and workless individuals

In contrast to the previous section, which looked at workless households, this section looks at
workless individuals.

Those who are counted as unemployed are at the core of this group but they are by no means
the only members. The official definition of unemployment is based upon the ILO (International
Labour Organization) standard, namely, jobless people who (a) want to work, (b) are available
to start work in the next two weeks, and (c) have been actively seeking work in the last four
weeks, or who have just found a job and are waiting to start. This group goes wider than those
who are claiming the relevant social security benefit (Jobseeker’s Allowance). People who are
(ILO) unemployed, along with those who are working, are described as ‘economically active’.

But many members of the ‘economically inactive’ group also want to work. The reason why they
are not counted as unemployed is because they are either not actively seeking work or are not
immediately available for work. Disabled people and lone parents are likely to be in this
category, rather than the unemployed, if they lack but want work.

16 Not in education, employment or training
(The proportion of 16- to 18-year-olds not in education, employment or training)

This indicator focuses on a group who have long been a cause for official concern, namely
those teenagers above the compulsory school age who are not in education, employment or
training. The first graph shows the proportion of 16- to 18-year-olds in this situation for each
year over the last decade. The second, for 2006, shows the status of 16-year-olds according to
whether they are in full-time education, training, employment (with or without training), not
settled or unknown. These results are shown separately for boys and girls.

Key points:

B At 11 per cent, the proportion of 16- to 18-year-olds not in employment, education or
training in 2006 was no better than it was ten years earlier, and higher than it was five
years earlier. This is around 200-300,000 16- to 18-year-olds at any point in time.

B The main difference between boys and girls relates to the proportions in full-time education
— more than 80 per cent for girls but less than 75 per cent for boys — with this difference
then reflected in the higher proportion of boys than girls in employment with training:

10 per cent compared with 5 per cent.

17 Young adult unemployment
(The proportion of young adults who are unemployed)

This indicator focuses on the important subject of unemployment among young adults, defined
here as those aged 19 to 24. The first graph shows the unemployment rate for young adults for
each year over the last decade, comparing it with the rate for those aged 25 to retirement. The
second graph shows the rate for young adult men and women separately, again compared with
the rates for older men and women. In both cases, the unemployment rate expresses the
numbers unemployed as a proportion of the economically active population, that is, those in
jobs plus those unemployed. People who are economically inactive are not included in the
statistic.
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Key points:

B At 11.5 per cent in 2006, the unemployment rate for young adults has been rising
since 2004, when it stood at 9.5 per cent, a level at which it had held since 2001. This
in turn followed a period in the late 1990s when the rate had fallen sharply, from around
14 per cent in 1996.

B The recent rise in the rate of young adult unemployment has exceeded the smaller rise in
the rate for adults aged 25 and over. As a result, the 11.5 per cent young adult rate in 2006
was three times the rate for older adults. By contrast, a decade earlier, the young adult rate
at 14 per cent was just twice the older adult rate.

B The unemployment rate for young adult men is around one third higher than the rate for
young adult women: 12 per cent over the period 2004 to 2006 for men, compared with
9 per cent for women. Both these rates are about three times the comparable rates for
older male and female workers.

18 Wanting paid work
(The number of adults aged 25 to retirement who lack but want paid work)

This indicator extends the focus on people lacking but wanting paid work to include those who
are economically inactive but wanting paid work as well as those who are unemployed.
Attention is restricted to those aged 25 to retirement. The first graph shows the number of
adults in this age group lacking but wanting work for each year over the last decade, with
separate figures for those who have been unemployed for less than a year, those who have
been unemployed for more than a year, and those who are economically inactive but wanting
paid work. The supporting graph provides a breakdown of the proportions who are unemployed
and economically inactive but wanting paid work by age (25 to 34, 35 to 49 and 50 to
retirement) and gender. It should be noted that the proportions here are of the whole
male/female population and that this ‘unemployment rate’ is therefore not comparable with the
unemployment rate (expressed as a proportion of the economically active population) in the
previous indicator.

Key points:

B Over the last decade, the number of unemployed adults aged 25 and over has almost
halved, from 1.6 million in 1996 to 0.9 million in 2006. The fall has been especially large
among those unemployed longer than a year: down from 0.75 million to 0.25 million. The
number unemployed for less than a year has also fallen but by much less, down from
0.85 million to 0.65 million.

B The number of economically inactive people wanting paid work has also fallen but much
more slowly, down 15 per cent from 1.8 million in 1996 to 1.5 million in 2006. The
combined effect of this smaller fall with the much larger falls for unemployment is that the
economically inactive wanting paid work now outnumber the unemployed by almost two to
one; a decade ago by contrast they were about equal in size.
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In terms of proportions rather than absolute numbers, the proportion of adults aged 25 and
over who were unemployed fell from 5.5 per cent in 1996 to 3 per cent in 2001 and then
remained at 3 per cent through to 2006. The proportion who were economically inactive
but wanting paid work fell from 6 per cent in 1996 to 5 per cent in 2004 and then remained
at 5 per cent through to 2006.

Differences in the relative size of the two ‘lacking but wanting work’ groups becomes

even sharper when broken down by age and gender. Thus for women in every age group,
and for men aged over 50, there are around twice as many economically inactive wanting
paid work as there are unemployed. Men aged 25 to 34 are the only group where the
unemployed clearly outnumber the inactive wanting paid work, by about two to one. Even
among men aged 25 to 49, the two categories are about equal in size. For all except
younger men, therefore, ‘unemployment’ is only a small part of the overall picture.

19 Work and disability
(Work rates among those aged 25 to retirement by disability and lone parent status)

The final indicator focuses on the work rates for people aged 25 to retirement according to

whether or not they have a work-limiting disability and/or are a lone parent. The first graph

shows the proportions in work for each year since 1998 for four groups, namely those neither

disabled nor a lone parent; non-disabled lone parents; people who are disabled but are not lone

parents; and disabled lone parents. The second graph, for 2006, shows how gender alters the

picture (although data limitations mean that male lone parents are not shown).

Key points:

B Since the late 1990s, the work rate for people aged 25 to retirement who are neither

disabled nor lone parents has remained largely unchanged, at around 87 per cent. Over
the same period, the rate for people with a work-limiting disability (and who are not lone
parents) has risen but only slightly, from just under to just over 40 per cent. By contrast,
the rate for non-disabled lone parents has risen considerably, from around 55 per cent in
the mid/late 1990s to just under 70 per cent in 2006. The rate for disabled lone parents

has risen but only very slightly, and remains below 30 per cent.

Looked at in terms of who is not working, almost half of all those aged 25 to retirement not
in work have a working-limiting disability.™

When broken down by gender, among those aged 25 to retirement, work rates for those
who are neither disabled nor a lone parent are around 80 per cent for women and 90 per
cent for men. In both cases, a further 5 per cent lack but want paid work.

By contrast, work rates for disabled, non-lone parents are around 40 per cent for both men
and women. Not only, therefore, does disability massively reduce the work rate but it also
does so in a way to remove the gender gap apparent among non-disabled, non-lone
parents.
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Disability also dramatically reduces the work rate among female lone parents, 65 per cent
among those non-disabled compared with just 25 per cent for those who are disabled. So
while lone parenthood reduces the female work rate by 15 percentage points (from 80 per
cent to 65 per cent), disability reduces the work rate for both female lone parents and
female non-lone parents by 40 percentage points (from 65 per cent to 25 per cent and

80 per cent to 40 per cent respectively).

Selected relevant research

Relating to young adults not in education, employment or training (NEETS):

Rennison et al. (2005) found that children in the NEET category were more likely to come
from workless households, with parents who had low educational qualifications. The study
also found that truancy and caring responsibilities were more common in this group.

They further observe that half of those who are NEET at 17 were also NEET at 16. The
majority of those who join the NEET group at age 17 come from full-time education. Those
who leave the NEET group at that age are equally likely to go into work, education or
training.

Field and White (2007) point to the fact that the number of young people on the New Deal
has fallen relative to the number of young people on benefits. Moreover, around one third of
young people on the New Deal are now people who have been through the New Deal before.

Relating to work and disability:

Rigg (2005) found that disabled people were far more likely to exit work — that is quit, retire,
be sacked or made redundant — than non-disabled people. Disabled men were around
three times as likely to exit as non-disabled men, with disabled women about twice as likely
as non-disabled women. This propensity to exit increases with the severity of the disability.
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Indicator 16

60

Not in education, employment or
training

16A: One in ten 16- to 18-year-olds is not in education, employment

or training, the same as a decade ago.
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The first graph shows the proportion of 16- to 18-year-olds who are not in education, employment or training (sometimes
referred to as NEETSs). The data source is the Labour Force Survey (LFS) and relates to the United Kingdom. The figures
for each year are the average for the four quarters of the relevant year (noting that prior to 2006, these four quarters ran
from December to November). Note that the figures are not precisely the same as those in official government publications,
mainly because those publications are based on analysis of the fourth quarter data for each year only.

The second graph shows, for the latest year, how the destinations of pupils who have completed year 11 vary by gender.
The data source is the Connexions Careers Service Activity Survey and the data relates to England only.

Overall adequacy of the indicator: limited. The LFS is a large, well-established, quarterly government survey designed to
be representative of the population as a whole but nevertheless the sample sizes are small. Furthermore, LFS may not
always capture all types of education or training that a person is engaged with.
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Young adult unemployment

17A: The unemployment rate for 19- to 24-year-olds has been rising

since 2004 and is now three times the rate for older workers.
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17B: The unemployment rate is somewhat higher for young men
than for young women.
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The first graph shows the unemployment rate for those aged 19 to 24, compared with those aged 25 and over (up to
retirement).

The second graph shows how the unemployment rate for 19- to 24-year-olds varies by gender, with the equivalent data
for those aged 25 to retirement also shown. To improve its statistical reliability, the data is the average for the latest three
years.

‘Unemployment’ is the ILO definition, which is used for the official government unemployment numbers. It includes all
those with no paid work in the survey week who were available to start work in the next fortnight and who either looked
for work in the last month or were waiting to start a job already obtained. The ILO unemployment rate is the percentage
of the economically active population who are unemployed on the ILO measure (i.e. the total population for the relevant
age group less those classified as economically inactive).

The data source for both graphs is the Labour Force Survey (LFS) and relates to the United Kingdom. The figures for
each year are the average for the four quarters of the relevant year (noting that prior to 2006, these four quarters ran
from December to November).

Overall adequacy of the indicator: high. The LFS is a large, well-established, quarterly government survey designed to
be representative of the population as a whole.
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Wanting paid work

: Official unemployment has almost halved over the last decade,
with particularly large falls in long-term unemployment. The number

who are economically inactive but want work has fallen much more

slowly.
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18B: For all women of all ages, and for older men, those who are
economically inactive but wanting paid work substantially outnumber

the officially unemployed.
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The first graph shows the number of people aged 25 to retirement lacking but wanting paid work. It is divided between
the long-term unemployed, the short-term unemployed, and those counted as ‘economically inactive’ who nevertheless
want paid work.

‘Unemployment’ is the ILO definition, which is used for the official UK unemployment numbers. It includes all those with
no paid work in the survey week who were available to start work in the next fortnight and who either looked for work in
the last month or were waiting to start a job already obtained. The economically inactive who want paid work includes
people not available to start work for some time and those not actively seeking work. The data is based on a question in
LFS asking the economically inactive whether they would like paid work or not.

The second graph shows, for the latest year, how the proportions of people aged 25 to retirement lacking but wanting
paid work, vary by age and gender.

The data source for both graphs is the Labour Force Survey (LFS). The data relates to the United Kingdom and is not
seasonally adjusted. To improve statistical reliability, the figures for each year are the average for the four quarters of the
relevant year (noting that prior to 2006, these four quarters ran from December to November).

Overall adequacy of the indicator: high. The LFS is a well-established, quarterly government survey designed to be
representative of the population as a whole.
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Work and disability

19A: While the proportion of lone parents who are in paid work has

increased a lot, the proportion of disabled people who are in paid
work has only increased slightly.
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19B: Disability affects work status much more than gender or even

lone parenthood.
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The first graph shows the proportion of people aged 25 to retirement who are in paid work, with the data shown separately
for four groups of people, namely disabled lone parents, non-disabled lone parents, disabled people who are not lone
parents, and people who are neither disabled nor lone parents.

The second graph shows, for the latest year, the proportion of people aged 25 to retirement in each work status, with the
data shown separately for each combination of gender, disability (disabled or not) and lone parenthood (lone parent or
not). Note that male lone parents are not shown as the sample sizes are not sufficient to derive reliable estimates.

The data source for both graphs is the Labour Force Survey (LFS) and relates to the United Kingdom. The figures for
each year are the average for the 2nd and 4th quarters (data on household type not being available for the other two
quarters).

The definitions of ‘unemployment’ and the ‘economically inactive’ are as for indicator 18. ‘Work-limiting disability’ is an
LFS classification and comprises those people who stated that they have had health problems for more than a year and
that these problems affect either the kind or amount of work that they can do. This classification, rather than whether or
not someone is disabled in terms of the Disability Discrimination Act (DDA), has been used as it results in greater
differences in the ‘disabled or not’ categories. Note that there is a high overlap between the two groups and that both are
of similar size.

Overall adequacy of the indicator: high. The LFS is a large, well-established, quarterly government survey, designed to
be representative of the population as a whole.
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Out-of-work benefits

The two indicators in this section look at out-of-work benefits both for pensioners and for those
of working age. Increases in the value of these benefits for both families with children and
pensioners have formed an integral part of the government’s anti-poverty policies. By contrast,
raising the value of benefits for working-age people without dependent children has formed no
part of that strategy. This section therefore looks at the value of such benefits, at who receives
them and where they live, in the sense of whether they are concentrated in particular areas or
more evenly spread out.

20 Benefit levels
(The value of state benefits relative to earnings)

The first graph shows what has happened to the value of out-of-work benefits for various
household types, relative to earnings since 1997. All the household types shown here are
couples: pensioners, and working-age with none, one and two dependent children respectively.
The shapes of the lines, relative to one another, are similar for the equivalent one adult
households. In essence, the graph plots the value of Income Support. Jobseeker’s Allowance
also follows the value of Income Support for working-age households. For pensioners, Income
Support is nowadays badged as (Guarantee) Pension Credit.

The supporting graph shows the relative sizes of the different groups of adults in receipt of state
benefits (not just Income Support), namely pensioners, lone parents, couples with dependent
children and working-age without dependent children. These figures are for 2007.

Key points:

B The value of Income Support for both pensioner couples and couples with two children is
about 10 per cent higher relative to average earnings in 2007 than it was in 1997. By
contrast, the value of this benefit for working-age adults with no dependent children is about
20 per cent lower relative to earnings in 2007 than it was in 1997. For couples with one
dependent child, the value is about the same in 2007 as in 1997 relative to earnings. The
reason for the difference in the trends for working-age families with differing numbers of
children is that all the increases in benefit levels have been in the child element rather than
the adult element, so the fewer the children in the family the lower the increase in the
benefit level.

B These changes are a direct reflection of the policies pursued by the government. Increases
in the value of benefits paid for children, echoing those brought in when tax credits were
introduced (in 1999) and reformed and extended (in 2003), raised benefits for families with
children. By 2004, the size of this boost lifted the relative value of benefits for those with
two children by 15 per cent compared with 1997. Since then, it has fallen back somewhat.
Large rises in what became known as Pension Credit lifted benefit values for pensioners
sharply in 2001, and by further smaller amounts in 2002 and 2003. Since then it has been
tied to earnings.
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B The recent stagnation in the benefit levels for couples with children and pensioners pale
into insignificance compared with what has happened to the value of Income Support for
working-age couples without dependent children. Tied only to price inflation, these have
fallen back steadily relative to earnings and are now 20 per cent lower than a decade ago.
In essence, this group has not shared in any of the economic growth and resulting higher
income created since Labour came to office in 1997.

B In 2007, this group — working-age adults without dependent children — constituted nearly
half of all adults in receipt of state benefits. With 45 per cent of the total, this group
comfortably exceeds the number of pensioners in receipt of such benefits (36 per cent of
the total) and represents more than twice the number of those with children in receipt of
such benefits.

21 Concentrations of low income
(The geographical concentration of working-age claimants of out-of-work benefits)

While the geographical pattern of poverty and other forms of disadvantage always appear to
attract great interest, statistics that purport to summarise those patterns are not only often
difficult to understand but are also matters of dispute among the experts. Such measures are
also hampered by the fact that data on poverty as defined in this report is simply not available
below the level of the English region, Wales, Scotland and Northern Ireland. This indicator,
using out-of-work benefits data rather than poverty data (an important difference given that half
of all child poverty is in working families) employs simple measures to answer two questions.

The first question is whether working-age people receiving out-of-work benefits have become
more or less concentrated geographically over recent years. The first graph answers this by
comparing the number of such recipients in the 10 per cent of small areas with highest levels
of concentration with the number in the 50 per cent of small areas with the lowest levels of
concentration for each year since 1999 (when such data first became available).

The second question is what proportion of such people live in the areas with the highest
concentrations. The second graph answers this directly, for 2007.

Key points:

B In 1999, some 1.4 million working age-adults in receipt of out-of-work benefits lived in the
10 per cent of small areas with the highest concentration of such people. By 2007, this
number had fallen to 1.2 million. This fall happened fairly steadily over the whole period.

B In 1999, a further 1.4 million working-age adults in receipt of out-of-work benefits lived in
the 50 per cent of small areas with the lowest concentration of such people. By 2007, that
number too had fallen to about 1.2 million. This fall was more rapid up to 2003 than it has
been since.

B In other words, the overall level of geographical concentration of working-age people in
receipt of out-of-work benefits has remained the same over the period between 1999 and
2007. In this sense at least, the policies of the last decade have not in general succeeded
in reducing the gap between the most deprived areas of the country and the rest.

Lacking work — Out-of-work benefits

65



B In 2007, around 40 per cent of working-age recipients of out-of-work benefits lived in the
fifth of small areas with the highest concentrations of such people, while the other 60 per
cent lived outside of these areas. In other words, a majority of people receiving these
benefits live outside of the high concentration areas.

B In 2007, there were 16 local authority areas where a majority of the small areas were in the
fifth of small areas in Great Britain with the highest concentrations of out-of-work benefit
recipients. These were:

— five local authorities in the Welsh Valleys, namely Blaenau Gwent, Merthyr Tydfil,
Neath, Port Talbot, Rhondda Cynon Taff and Caerphilly;

— two local authorities in the central belt of Scotland, namely Glasgow City and
Inverclyde;

— two local authorities in London, namely Tower Hamlets and Hackney;

— three urban local authorities in the North West of England, namely Liverpool, Knowsley
and Manchester;

— four urban local authorities in the North East of England, namely Easington, Hartlepool,
South Tyneside and Middlesbrough.

Selected relevant research

Some other research has focused on attitudes to, and the adequacy of, sickness and disability
benefits.

B Salway et al. (2007) show that attitudes and responses to long-term ill health vary by
gender and ethnicity. For example Pakistanis, Bangladeshis and black African were less
likely to receive Disability Living Allowance than white people of the same socio-economic
and health status.

B Smith, Middleton, Ashton-Brooks, Cox and Dobson with Reith (2004) compared the costs of
disability with out-of-work benefits paid to disabled people. It found that, in some cases,
benefits were worth only around one third of the cost of living with a disability. The biggest
difference was for people with high need disabilities.
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Benefit levels

20A: While the level of Income Support/Jobseeker’s Allowance
for both pensioners and families with two or more children is

higher, relative to earnings, than it was a decade ago, the level for
working-age adults without children is much lower.
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20B: Almost half of all adults in receipt of State benefits are of

working age and do not have dependent children.
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Source: Work and Pensions Longitudinal Study, DWP; the data is for February 2007; Great Britain

The first graph shows how the value of Income Support/Jobseeker’'s Allowance has varied over time for selected family
types. The selected family types are pensioner couples, couples with two children aged under 11, couples with one child
aged under 11 and couples with no children. In each case, the base year is 1997, at which point the value of the benefits
is set to 100. The figures are deflated by the growth in average earnings in each year. So, for example, the value of
Income Support/Jobseeker’s Allowance for a couple aged 25 to 59 with no children was £92.80 in April 2007 and £77.15
in April 1997, a growth of 20 per cent in money terms; over the same period, average earnings grew by 53 per cent; so
the figure on the graph for April 2006 is 79 (100* 1.20/1.53). The data source for the earnings data is the ONS Average
Earnings Index, using the series which is seasonally adjusted. The family types were selected to best illustrate the differing
trends over time. So, for example, single adults with no dependent children is not shown as it has followed similar trends
to that for couples with no dependent children. No disability benefits have been included.

The second graph provides a breakdown of the recipients of one or more ‘key out-of-work benefits’ with a focus on
with/without children. ‘Key out-of-work benefits’ is a Department for Work and Pensions (DWP) term which covers the
following benefits: Jobseeker’s Allowance, Income Support, Incapacity Benefit, Severe Disablement Allowance, Carer’s
Allowance and Pension Credit. The data source is the DWP Work and Pensions Longitudinal Study. The data has been
analysed to avoid double-counting of those receiving multiple benefits by matching data from individual samples. The data
relates to Great Britain and is for February 2007.

Overall adequacy of the indicator: high. The statistics in the first graph are factual and those in the second are considered
to be very reliable.

Lacking work — Out-of-work benefits 67



TSRS Concentrations of low income
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21A: Claimant numbers in the areas with the most claimants have

been falling at a similar rate as those in the areas with the least
claimants.
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21B: A majority of recipients of out-of-work benefits live outside the

one fifth of areas where such people are most likely to live.
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This indicator examines how the pattern of recipiency of key out-of-work benefits by working-age people varies at a small
area level and how these patterns have changed over time. It does so by placing the 40,000 small areas (‘super output
areas’) in Great Britain into a number of equal groups according to the proportion of their working-age population who
are in receipt of such benefits. The benefits included are Jobseeker’s Allowance, Income Support, Incapacity Benefit,
Severe Disablement Allowance and Carer’s Allowance. If someone is receiving more than one of these benefits, they are
only counted once.

The first graph shows how the levels of concentration have changed over time, comparing the number of recipients in
the tenth of small areas with the highest levels of recipiency with the half of small areas with the lowest levels of recipiency
(where high/low levels of recipiency are defined in terms of the proportion of the working-age population who are
recipients).

The second graph shows the share of the total recipients who are in each group of small areas.

The data source for both graphs is the Department for Work and Pensions Longitudinal Study and relates to Great Britain.
Note that August 1999 is the earliest date for which this data is available.

Overall adequacy of the indicator: medium. The underlying data is a full count and is considered to be very reliable. But the
data is a count of people in receipt of key out-of-work benefits rather than a count of people in low income. So, for example,
it excludes all people in low pay and includes all recipients of out-of-work benefits even if they have some private income.
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Low pay

Here and elsewhere, ‘low pay’ is defined as £6.50 an hour or less in 2006. The justification for
using this threshold is two-fold. First, at around two-thirds of the UK median hourly earnings, it
is at a level commonly used in low pay research. Second, it is roughly what a two-earner
couple, one full-time and one part-time, with two dependent children, would need to earn in
order to have enough money (with child benefit and tax credits) to take them up to the poverty
line. If, say, a threshold of £6 per hour or £7 per hour had been used instead, the findings in
this section would still be similar. For the time trend analysis, the low pay thresholds for earlier
years has been obtained by scaling the £6.50 figure down in proportion to the rate at which
average earnings changed over the corresponding period.

22 Numbers in low pay
(The proportion of male and female employees who are low paid over time)

The first indicator shows the principal statistics on the extent of low pay among men and
women between the ages of 18 and retirement. The first graph shows the proportion of male
and female employees who were low paid each year since 1998 (the first year for which the
data is available). The supporting graph shows the total number of low-paid employees

(age 18+) broken down between men and women and whether the employment is full- or
part-time.

Key points:

B Since 2000, the proportion of both men and women who are low paid has come down — but
the decrease for women (down from 37 per cent to 28 per cent) has been much larger than
the decrease for men (down from 18 per cent to 16 per cent). Despite these reductions —
and the way that they have reduced the difference between men and women — it remains
the case that a much larger proportion of women than men are low paid.

B Overall, using the £6.50 per hour threshold, around two-thirds of low-paid employees in
2006 were women.

B Half of those who were paid less than £6.50 per hour in 2006 were full-time employees and
half were part-time employees. Among the low-paid full-timers, there were as many low-paid
men as low-paid women. By contrast, among the low-paid part-timers, women predominate.
So, the immediate reason why there are so many more low-paid women than low-paid men
is that there are so many more low-paid part-time female workers than low-paid part-time
male workers. We return to this issue in the last indicator in this section.

23 Low pay by age and gender
(The proportion of male and female employees who are low paid by age)

This indicator looks at how far low pay is concentrated among particular age groups, and in
particular among those aged 21 and under. The first graph shows the proportion of employees
who are low paid by age group, separately for full-time men, full-time women and all part-time
workers together. The supporting graph shows how the total number of low-paid employees
(age 18+) breaks down according to age and whether the employment is full- or part-time.
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Key points:

B Low pay is the norm among young workers aged 18-21 where half of full-time men, half of
full-time women and three-quarters of all part-timers were paid less than £6.50 an hour in
2006.

B Among full-time employees, there is a substantial difference by age in the proportions who
are low paid, with typically no more than 15 per cent of full-timers aged over 21 being paid
less than £6.50 per hour in 2006. But despite this much-reduced risk of low pay, it is still
the case that some three-quarters of all low-paid full-time employees are aged over 21.
Furthermore, while (per the previous indicator) there are as many low-paid full-time women
as low-paid full-time men, the proportion of full-time women who are low-paid is, at every
age, higher than for men.

B Among part-time employees, the risk of low pay is also reduced among those aged over 21
but to a much lesser extent, with 50 per cent of part-timers in their 20s, and 40 per cent in
their 60s, being paid less than £6.50 per hour in 2006. The extent to which low-paid
part-time work is common at every age can be seen in the observation that there are
almost as many low-paid part-time employees aged over 50 as there are under 30.

24 Low pay by industry
(The proportion of male and female employees who are low paid by industry)

This indicator looks at both the risk and the share of low pay by industry sectors such as retail,
the public sector and manufacturing. The first graph shows the proportions of all employees
aged 25 and over in each industry sector who are low paid, with men and women shown
separately. The supporting graph shows the share of the total number of low-paid employees
employed in each sector.

Key points:

B 60 per cent of all employees aged 25 and over in the hotels and restaurants sector, and
40 per cent in the retail sector, earned less than £6.50 an hour in 2006. In both sectors,
two-thirds of these low-paid employees are women. In other sectors, between 10 per cent
and 20 per cent of employees aged 25 and over are low paid, the share accounted for by
women varying between one third in manufacturing and four-fifths in the public sector.

B Thanks to its size, the public sector is now the largest employer of low-paid workers aged
25 or over, accounting for more than a quarter of all such employees. It should be stressed
that these are people who are employed directly by the public sector, not those working in
the public sector but employed by contractors. The next largest employer of low-paid
workers over the age of 25 is the retail sector, with a quarter of the total.

B Only a minority of low-paid workers are in sectors that face international competition and
the consequent threat that the job could move abroad. The jobs that are likely to be at risk
in this way include manufacturing and some parts of banking/finance, other services, and
transport and communication: perhaps a quarter of all low-paid jobs in total. Most low-paid
jobs, therefore, are low paid for domestic, rather than international, reasons.
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25 Pay inequalities
(Pay inequalities between men and women at the two ends of the pay scale)

Whereas the previous indicators in this section have focused on low pay, this last indicator
looks at the difference between pay for men and women at the top and the bottom of the
income scale. The first graph shows what has happened to full-time pay for men and women
at the top (represented by the 90th percentile) and the bottom (the 10th percentile) of the pay
scale every year since 1996. Pay here is expressed as a proportion of male median full-time
earnings for the year in question.

The supporting graph shows the proportion of employees, separately for men and women and
full- and part-time, who are paid less than £6.50 an hour, between £6.50 and £10 an hour,
and more than £10 an hour.

Key points:

B Over the past decade, the gap between low-paid, full-time employees and the male median
has stayed the same for men but has come down, by about 4 percentage points, for
women. As a result, the gap between low-paid full-time men and low-paid full-time women
has come down. Despite this, a gap still remains (50 per cent of male median pay for
women at the 10th percentile compared with 55 per cent of the median for men).

B Over the past decade, the gap between high-paid, full-time employees and the male
median has increased for both men and women, by about 10 percentage points in both
cases. As a result, the gap between high-paid men and high-paid women (both at the
90th percentile) has remained roughly the same.

B For men and women together, overall pay inequality in the lower half of the pay distribution
has come down slightly while overall pay inequality in the upper half of the pay distribution
has increased slightly.

B The proportion of part-time employees who were paid less than £6.50 an hour in 2006 was,
at just over 40 per cent, the same for both men and women. While women predominate in
part-time employment, the equality in the low pay risks here suggests that the fundamental
problem is the lowly status of part-time work per se rather than any disadvantage that
part-time female employees face relative to part-time male ones.

B By contrast, the proportion of full-time female employees paid less than £6.50 an hour in
2006 was, at 15 per cent, markedly higher than the 10 per cent of full-time male
employees. Thus, while there are as many low-paid full-time men as there are low-paid
full-time women (see indicator 22 above), the difference in these low pay risks suggests
that the fundamental problem here remains one of the disadvantages faced by full-time
female employees compared with full-time male ones.
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Selected relevant research

The gender pay gap referred to in official government reports is generally a comparison of
average (median) full time hourly earnings for men and women. So, when, for instance, the
Office of National Statistics said that the pay gap closed in 2006, they meant that the gap
between male and female median incomes had closed. Much of the research follows this
approach. The gap between part-time and full-time pay is not discussed very much in this
literature, except as a possible explanation of the gender pay gap.

Some research has looked at the changing pay gap over time. In the UK, the gap between
men’s and women’s pay for full-time workers has decreased over the last 25 years. The main
reason given for the convergence in men’s and women'’s full-time pay over this period is the
closing of the gender gap in terms of educational qualifications. (Grimshaw and Rubery, 2007).

This pay gap still persists, though, and is composed of different factors. For example:

H Walby and Olsen (2002) and Olsen and Walby (2004) have carried out two studies
attempting to break down the gender pay gap into its separate parts. In both studies, which
included part- and full-time employees, they found that ‘factors associated with being
female’ (which include discrimination, but also cover different preferences and motivations)
accounted for the single largest proportion of the difference, though the precise amount
varied between the two studies (around 30 per cent in the 2002 study, around 40 per cent
in the 2004 study).

B Other factors found to be important were women’s lower full-time work experience,
women’s greater part-time work experience, segregation (the prevalence of one particular
gender in a particular profession), and interruptions due to family care. Education explained
less than 10 per cent.

B Analysing women’s lower full-time work experience, Manning and Swaffield (2005) found
that the gender pay gap also widens as experience increases, this being because women’s
experience is often undervalued. Similarly, the gender pay gap is also higher in higher
paying jobs. Purcell and Elias (2004) found that women in business, the highest paying
sector, face the largest pay gap of all — on average around one-third. So, while an
increasing number of women in high-paying jobs may close the pay gap on average,
women who are in such jobs actually often face a bigger pay gap compared to men in the
same jobs.

B Analysing women’s greater part-time work experience, Olsen and Walby (2004) found that,
for each year of part-time work experience a person has, their full-time hourly earnings
decrease by 1 per cent on finding a full-time job. This wage penalty for working part-time
was found to be much greater for women than for men. Furthermore, women who moved to
full-time work after only one year of part-time work were earning up to 10 per cent less per
hour some 15 years later (Manning and Petrongolo, 2005).

B Analysing segregation, Olsen and Walby (2004) found that for every 10 percentage points
higher the proportion of men working in a particular occupation, the hourly wage rises by
1 per cent.

B Analysing the impact of family care, Joshi and Paci (1998) found that mothers who use only
their maternity leave suffer a lower penalty, but those who move employers or come back
to work part-time often suffer from lower wages.
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22A: In 2006, 28 per cent of women employees aged 18 and over —

and 16 per cent of men — were paid less than £6.50 per hour.

o 45

2% | [ |
€28 Men aged 18 and over Women aged 18 and over
522z 40
280
St s
gg = 35,
£8%
g52f o
28c
Xge0a 25

(2]
3085
&2 53'% 20
o D= =
§2%3
%E 05 18
af8g

352
5§28 10
Bc8
s 5
££2
Qg ©
R 0
ol 9 2001 2002 2003 2004

Source: NPI calculations based on ONS estimates; UK

22B: Around half of those paid less than £6.50 per hour are part-time

workers, mainly women.

Male part-time
12%

Female part-time
42%

Male full-time
23%

Female full-time
23%

Source: Annual Survey of Hours and Earnings 2006, ONS; UK

The first graph shows the estimated proportion of employees aged 18 to retirement who were paid below an hourly pay
threshold that rises in line with average earnings and reaches £6.50 in 2006. It is therefore £4.64 in 1998, £4.85 in 1999,
£5.12 in 2000, £5.36 in 2001, £5.53 in 2002, £5.70 in 2003, £6.00 in 2004, £6.24 in 2005 and £6.50 in 2006. The data
is shown separately for men and women. No data is available for years before 1998 and the available data only
distinguishes between the 18-21 and 22+ age groups. The data is from published ONS statistics which were themselves
derived from a combination of data from the Labour Force Survey (LFS) and Annual Survey of Hours and Earnings (ASHE),
with adjustments by the ONS.

The second graph shows, for the latest year, the distribution of employees paid less than £6.50 per hour divided by
male/female and full-time/part-time. The data source is the Annual Survey of Hours and Earnings (ASHE) and relates
to the United Kingdom. The proportions have been calculated from the hourly rates at each decile using interpolation to
estimate the consequent proportion earning less than £6.50 per hour.

Overall adequacy of the indicator: medium. The LFS and ASHE are well-established government surveys, designed to
be representative of the population as a whole. However, the ONS methods for combining and adjusting the data are not
available for public scrutiny, and the underlying dataset itself is not publicly available.
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Low pay by age and gender

23A: At all ages, at least a third of part-time employees are paid less
than £6.50 per hour. Except for the 18-21 age group, the proportion

of full-time employees paid less than £6.50 per hour is much lower

than this.
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23B: Around half of those paid less than £6.50 per hour are aged 40

or over.

Full-time Part-time
Aged 18-21 Aged 18-21

Part-time
Aged 22-29

Full-time
Aged 22-29

Full-time Part-time
Aged 30-39 Aged 30-39
Full-time
Aged 40-49 Part-time
Aged 40-49

Full-time
Aged 50+

Part-time
Aged 50+

Source: Annual Survey of Hours and Earnings 2006, ONS; UK

The first graph shows, for the latest year and by age group, the proportion of employees paid less than £6.50 per hour,
with the data shown separately for part-time workers, full-time working women and full-time working men.

The second graph shows, for the latest year, the distribution of employees paid less than £6.50 per hour, divided by age
group and full-time/part-time.

The data source for both graphs is the Annual Survey of Hours and Earnings (ASHE) and relates to the United Kingdom.
The proportions have been calculated from the hourly rates at each decile using interpolation to estimate the consequent
proportion earning less than £6.50 per hour.

Overall adequacy of the indicator: medium. ASHE is a well-established government survey, designed to be representative

of the population as a whole, and adjustments made to the survey methodology in 2004 mean that it is regarded by ONS
as providing reliable estimates of low pay.
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Low pay by industry

24A: 60 per cent of employees aged 25 and over in hotels and

restaurants — and 40 per cent in retail and wholesale — earn less
than £6.50 per hour. Two-thirds of these people are women.
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24B: There are more workers aged 25 to retirement earning less than

£6.50 per hour in the public sector than in retail and wholesale.

Financial services
9%

Public sector
Other services 29%

12%

Manufacturing and
other production
15%

Hotels and restaurants Retail and wholesale
9% 26%

Source: Labour Force Survey, ONS; the data is for 2006; UK

The first graph shows how the proportion of workers aged 25 to retirement who were paid less than £6.50 per hour varies
by industry sector, with the data shown separately for men and women.

The second graph shows the share of workers aged 25 to retirement paid less than £6.50 per hour by industrial sector.

Some of the sectors have been combined together for presentational purposes with the particular sectors shown being
manufacturing and other production (industry code A-F); wholesale & retail (G); hotels & restaurants (H); public
administration, education & health (L-N); other business activities (J-K); and other services (I & O-Q).

The data source for both graphs is the Labour Force Survey (equivalent data from the Annual Survey Hours and Earnings
not being publicly available) and relates to the United Kingdom. The data is for 2006. People whose hourly pay rates
cannot be calculated from the survey data have been excluded from the analysis.

Overall adequacy of the indicator: medium. The Labour Force Survey is a large, well-established, quarterly government
survey, designed to be representative of the population as a whole, but there are some doubts about the reliability of its
low pay data.
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Pay inequalities

25A: Pay inequalities between men and women have reduced at the

bottom but not at the top.
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25B: Two-fifths of all part-time workers — both men and women - are

paid less than £6.50 per hour.
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Source: Annual Survey of Hours and Earnings 2006, ONS; UK

The first graph focuses on pay differentials. It shows gross hourly pay for: full-time male employees at the 10th percentile
(i.e. the pay of men one tenth of the way from the bottom of the male pay distribution); full-time female employees at the
10th percentile (i.e. the pay of women one tenth of the way from the bottom of the female pay distribution); full-time male
employees at the 90th percentile (i.e. the pay of men one tenth of the way from the top of the male pay distribution);
full-time female employees at the 90th percentile (i.e. the pay of women one tenth of the way from the top of the female
pay distribution). In each case, the statistics are shown as a proportion of average (median) hourly pay of full-time male
employees thus providing a measure of earnings inequalities. The left-hand axis shows proportions at the 10th percentile
and the right hand axis shows the proportion at the 90th percentile.

The data source for the first graph is the New Earnings Survey (NES) for 1996 and th