
Poverty 151 11

feature

On the other hand, for two important features of
household budgets – housing and childcare –
there are quite clearly major differences in
regional costs. The median private rent in
London is on average nearly three times as high
as in North East England.3 The average cost of
a childminder is more than 50 per cent higher in
London than the North West.4 Fortunately, it is
possible to look at incomes net of these costs
in the Family Resources Survey, which is used
to measure household income. Thus, even
though child poverty in London is shown to be
close to average (18 rather than 17 per cent)
when measuring incomes before deducting
housing costs, on the ‘after housing cost’
measure, it is well above average (37 compared
with 27 per cent).5 London’s expensive child-
care, on the other hand, feeds poverty more by
deterring work for those on low wages.6

So overall prices in the UK are relatively uniform
across regions, and those that are not can be
taken into account when measuring poverty.
However, this is not the end of the story. The
difference in what incomes families need in, say,
a large city and a remote rural area is not just 
a matter of paying different prices for similar
things but also of living their lives differently, so
the things they need to buy are different. For
most of urban and suburban Britain, living 
patterns are fairly similar. But the minimum
income standard has looked at how the mini-
mum required differs both in remoter rural areas

IN RECENT YEARS, detailed research into what is 
required for a minimum acceptable standard 
of living, described as the minimum income

standard (MIS), has made some interesting con-
tributions to answering this question. This
research, carried out by my team at the Centre
for Research in Social Policy at Loughborough
University, is based on in-depth deliberation by
groups of members of the public about what
different kinds of household need to spend to
achieve a minimum acceptable standard of liv-
ing.1 This is not described as a poverty line
because it does not describe a threshold of
hardship; rather, it describes what you need both
to meet physical needs and have the opportuni-
ties and choices required to participate in soci-
ety. However, it shares with the poverty line a
concept that all households of a particular com-
position need to reach a given income level in
order to keep their heads above water.

The MIS research, combined with official data,
shows that it is easier to standardise most costs
across most of the country than is sometimes
assumed. The great majority of pricing in MIS
budgets is carried out at chain stores with
national pricing policies. Office for National
Statistics data on regional prices shows consid-
erable uniformity when one excludes housing.
Individual regions other than London have aver-
age prices between 2 per cent more and 3 per
cent less than the national Consumer Price Index,
and even in London it is only 8 per cent more.2

Low income, high costs:
making ends meet inside
and outside London
The idea of a poverty line suggests a level of income below which households

suffer because they do not have enough to live on. The standard measure of 60

per cent of median income is accepted as an approximation of this level – not a

precise measure of hardship, but an indicator that we can use to see if we are

making progress in tackling low income, and whether it is much worse in some

parts of the country than others. But one potential difficulty with such a measure

is that different households have different costs. Here, Donald Hirsch asks: how

problematic is this for a UK measure of poverty or low income, and in particular

for geographic comparisons across the country, where costs may vary?
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those with children thought that a car would be
required outside. Yet the high cost of tube fares
meant that for a family of four, travel costs
would be higher overall in London than outside. 

Figure 1 shows how for each family type, differ-
ent aspects of a minimum budget drive the dif-
ference between living costs in London and the
rest of the UK. For most household types, items
other than transport, housing and childcare
cost a similar amount. Additional transport
costs are significant for singles and for larger
families. Housing costs add to the budget of all
groups, and childcare is especially important in
making life more expensive for London families
with children.

These breakdowns help drive the comparison
(shown in Figures 2 and 3) between the dispos-
able incomes of households relying on safety-
net benefits and on the minimum wage,
respectively. In the case of benefits, it is
assumed that rental costs are fully covered
(although where this is not the case, such as for
those paying the bedroom tax, the picture will
be very different) and that there are no childcare
costs. This explains why for lone parents, for
whom rent and childcare explain the London
premium more or less in full, the adequacy of
benefits is no different in London than else-
where. Although additional leisure costs for
pensioners in Inner London and travel costs for

and, in a new study, in the unique conditions 
of London.

A study of the minimum required in rural
England showed some limited additional costs
compared to urban areas outside London,
mainly related to transport and domestic fuel.7 A
further study of remote rural Scotland found
more wide-ranging additional costs, including
the serious disadvantage of not being able to
access nationally priced goods at chain stores. 

The new London study8 shows that while many
goods such as food, clothing and household
goods cost similar amounts in the capital to the
rest of the UK, differences both in prices and in
the structure of life affect the minimum cost of
housing, childcare, transport and leisure – mak-
ing life 20 to 25 per cent more expensive over-
all for a family with children. 

In the case of housing and transport costs, dif-
ferences in price and in what is being paid for
interact. Groups of Londoners taking part in the
research accepted, for example, that a flat rather
than a house should be seen as the minimum size
of family home in the context of what is avail-
able in London, but even in social housing, this
would require a much higher rent than a house
would outside London. In the case of transport,
all London groups agreed that public transport
meets minimum needs in London, even though

Figure 1: Minimum costs in and out of London
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Notes: 

Out of London costs based on urban areas; rents and childcare costs averages for East Midlands.

Rents assume private (lower quartile) rent for single, average social rent for other.

Childcare assumes parents work full time.

Other items Transport Rent Childcare

Single person

Couple plus children aged 3 and 7

Lone parent plus child aged 1

Pensioner couple
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single people and larger families throughout
London reduce benefit adequacy there, Figure 2
shows that these variations are smaller than the
large differences across demographic groups in
how far UK benefits go towards meeting mini-
mum needs. Pensioners are by far the best off
in this respect, with pension credit guaranteeing
an income close to the minimum needed, while
families with children get only just over half this
amount, and single people well under half.

Figure 3 shows that in the case of people work-
ing full time on the minimum wage, the adequa-
cy of incomes in London are significantly lower
than outside London. For families with children,
this is particularly because childcare costs differ
so much, with housing costs also playing a part.
A particularly striking result is the very large
shortfall compared with MIS in the income
achieved by a lone parent with one small child.
Such a family is over 40 per cent short of what
it needs, and no better off than on benefits –
influenced by the fact that full-time childcare in
London exceeds the amount reimbursed
through tax credits (£175 a week). For compa-
rable families outside London, whose childcare
costs are still just within that limit, the shortfall
compared to the MIS level is less than half that
of London. This means it makes no economic
sense for a lone parent with a young child in
London to work full time and pay for childcare
and, as noted above, the main impact of this
cost is likely to come not in actual childcare
costs but in reduced earnings because of the
lack of opportunity to work.

These findings illustrate how we can take both
income and costs into account when assessing
how difficult it is for families in different parts of
the UK to make ends meet. About a third of
Londoners whose incomes can be measured
through MIS have disposable incomes below
the minimum required, compared with just over
a quarter of households across the country. The
UK remains relatively homogeneous, with most
aspects of living and costs showing much greater
geographical similarity than is the case in many
other countries. However, London is the one
region with differences that produce distinctly
higher costs than in the rest of the country, and
to ignore them would be to understate the extent
to which families there are falling short.  ■

Donald Hirsch is Director of the Centre for Research in
Social Policy at Loughborough University
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Figure 2: Disposable income on safety-net benefits, as percent of minimum

needed
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Figure 3: Disposable income on minimum wage, as percent of minimum

needed
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