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Preface

On 18 March 2009 it will be the tenth anniversary of Tony Blair’s commit -
ment to eradicate child poverty. This ten-year milestone not only gives
pause for thought about the difference made to children’s lives and life
chances by this pledge, but it coincides with a range of challenges and
opportunities for tackling poverty. To mark this tenth anniversary, the Child
Poverty Action Group will publish two pieces of thought-provoking work
around child poverty and wellbeing intended to stimulate debate, and we
will publish a manifesto of steps to take anti-poverty policy beyond 2010.
This report is the first in this series. As well as coinciding with the tenth
anniversary, this innovative work by Mark Tomlinson and Robert Walker is
particularly timely.

• The ten-year milestone means we are approaching the target to halve
child poverty by 2010/11. Coping with Complexity demonstrates that,
despite the progress on income poverty, the gap between the policy in
place now and what is needed to reach the target is large – Budget
2010 is a vital opportunity to get back on track.

• The Government has announced a commitment to enshrine the 2020
target in law, strengthening the long-term commitment to child poverty
eradication, and requiring a strategy and clear reporting on how this
goal is being achieved. 

• Concerns about unlocking social mobility are rising higher on the policy
agenda, with interest being shown from all political quarters and a
social mobility White Paper published in January. 

• As well as social mobility, concerns about child wellbeing have also
been on the increase (triggered by work for UNICEF showing how
poorly the UK performs on a range of indicators compared with similar
countries). Coping with Complexity adds to this by constructing a
mod el of child wellbeing, and comparing it to a model of poverty to
understand better some of the causative links between poverty and
poor child wellbeing.

• We are moving deeper into recession, with unemployment rapidly
climb ing. The falling-off of labour demand is a serious risk for families
in general and will affect public finances. However, as this report
argues, a recession is no excuse for failing to take the measures 
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needed to tackle poverty, and not to do so would worsen child well-
being. 

Coping with Complexity sheds light on each of these issues and, in
particular, its clear analysis of the interlinked, multi-dimensional nature of
poverty in the UK gives a clear steer for how the 2020 legislation ought to
be set. Drawing on this research CPAG believes that relative incomes
ought to be at the heart of measurement (and reporting) of poverty in the
2020 legislation, but supporting this, a wider set of multi-dimensional
features of poverty should also be considered in how policy is con -
structed. Tomlinson and Walker show not only how important financial
strain is to poverty (not identical to income poverty, but linked), but also
the limitations of these measures and so the need for a wider approach.
Lack of money is at the core of poverty, but other dimensions are also
important. Characteristics such as under standing better the physical and
social environment, the sigma and psychological strains on families should
not replace income measurement, rather these dimensions should con -
textualise and widen these measures and help condition better policy
responses.

The recent clamour of debate around social mobility is tightly foc -
us ed on children’s future chances (for instance, the Government has
recently brought in Alan Milburn MP to look at barriers to children from
poorer backgrounds joining key professions) and the Government is
increasingly linking this to its child poverty commitments. This futures
framework is important – one of the most compelling reasons for outrage
is the long-term damage poverty does to children, but, as Coping with
Complexity argues, achieving child wellbeing is much more than this. We
should value the quality of childhoods as experienced by children now, not
just their future chances of social progression. 

Tomlinson and Walker draw from their analysis a series of con clus -
ions about the impact of the recession on adult and child poverty, and in
doing so provide food for thought about how the recession should be
handled in order to protect children. Two points are worth reiterating.
Firstly, expenditure constraints make investment seem harder, but the
recess ion should not delay policies to reduce poverty and improve child
wellbeing. Even in the absence of economic growth we must care about
the position of our children. Secondly, though protecting jobs is now
clearly vital, simply getting people into work does not necessarily lift child -
ren out of poverty. Rather, as the authors argue, ‘the ‘important achieve -
ment is not work itself, not even well-paid work, but employment with
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prospects that leads to longer-term stability’. The welfare reform debate
needs to move further on from simply getting people into work, to looking
at the quality of employment. 

The first ten years of policy to tackle child poverty have led to
notable gains. There has been more investment in children, relative
income poverty rates have come down (although they rose in 2005/06
and 2006/07), a range of new policy initiatives have been taken and child
poverty has been driven to the centre of political debate. We are now at a
crossroads, with both the economic crisis threatening this agenda and a
series of opportunities to improve policy for children. Mark Tomlinson and
Robert Walker’s analysis offers clear insights into how these opportunities
should be used. 

Paul Dornan, Head of Policy, CPAG
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Summary

Listening to people talk about their experience of poverty, it is clear that
poverty is complex and multi-dimensional. Poverty is more than simply a
lack of income. It is the stress caused by the inability to make ends meet,
social isolation, and the fatalism and lack of time that prevent political
engagement. It is the associated material deprivation, poor housing and
neighbourhood. Poverty is a product of multiple causes and can have
multifarious, interconnected short- and long-term negative consequences
that make life difficult to cope with. Such complexity is easily overlooked
and frustrates the best intentions of policymakers who are often tempted
to tackle single causes and specific outcomes. 

Why multi-dimensional poverty is important

The multi-dimensionality of poverty is evident in the official Opportunity for
All report, published annually with 41 indicators of poverty. However, this is
very different from the realisation that poverty is inherently multi-dimen -
sional, which requires all indices of poverty to be measured for the same
individuals so as to capture, insofar as is possible, the multiple complexity
of each person’s experience of poverty. Some people may score highly on
income poverty, but be low on stress and material deprivation. Others will
have markedly different profiles across the various dimensions of poverty,
arguably experiencing very different kinds of poverty.

The various dimensions of poverty are likely to be causally related,
with the possibility that some people may be poor, for example, because
they are ill and others ill because they are poor. The direction of causality is
important in devising policy responses and in providing individuals with
advice, but less so in the measurement of poverty. The challenge for the
researcher is to capture the complexity of poverty and for the policy
community to take note of its implications for the design and delivery of
policy. 



Multi-dimensional poverty in Britain 

It has hitherto been impossible to develop reliable indicators that ade quat -
ely capture the complexity of poverty conceived of as a multi-dimensional
concept. However, it is now possible by using a statistical technique called
‘structural equation modelling’. 

The analysis presented here utilises data from the British Household
Panel Survey (BHPS), which commenced in 1991 with an initial sample of
around 10,000 individuals resident in some 5,000 households. Data limita -
tions required us to limit our analysis to alternate years (1991, 1993, 1995
etc) and to divide our analysis into two parts. The first covered the period
1991 to 2003 and limited the analysis of poverty to four dimen sions:
financial pressure; psychological strain; social isolation; and civic partici -
pation. Improved data allowed a fifth environmental dimension (cover  ing
place-based aspects of poverty relating to housing and neigh bourhood
conditions) to be considered for a later period 1997 to 2003.  

In each case, the overall poverty index is most closely related to
financial pressure, which is itself a measure that combines financial strain,
as indexed by missed housing payments and respondents’ own
assessment of their financial circumstances, and material deprivation, the
lack of ownership of key consumer durables. Financial strain, arguably a
measure of short-term or immediate distress, and material deprivation (a
more long-term manifestation of poverty) are, in turn, both related directly
– though, as others have found, rather weakly – to lack of income.
Environment is the dimension next most closely related to the overall index
followed by psychological strain, social isolation and civic participation. 

The new Poverty Index was fixed in 1991 to ensure that 25 per cent
of households were defined as being poor, a proportion similar to the
poverty rate indicated by conventional income measures. The poverty rate
among some groups proved to be much higher than this, with 58 per cent
of lone parents and 39 per cent of single elderly households counting as
poor in 1991. Couples with children were no more or less at risk of poverty
than the average household. Both the risk and severity of poverty experi -
enced by lone parents is understated if only a measure of low income is
used. 

Both absolute and relative variants of the Poverty Index (the latter
allowing the poverty threshold to vary with average living standards) reveal
a steady reduction in poverty between 1991 and 2003. The decline was
driven by falls in material deprivation and more especially by reduced
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finan cial stress, particularly during the early 1990s, a time when unem -
ploy ment, inflation and interest rates were all falling. Psychological strain,
social isolation and civic participation persisted at similar levels throughout
the 13 years, suggesting that financial improvements in people’s lives may
not immediately negate the exclusionary aspects of poverty. 

The dynamics of multi-dimensional poverty 

Employment is shown to be a strong defence against poverty, defined in
multi-dimensional terms, especially if the work is in a high-status occupa -
tion or two or more adults in a household have jobs. However, paid work
is not in itself sufficient to sustain a person above the poverty threshold in
the long term; it needs to be full-time employment, preferably in a higher
status occupation. 

Divorce and separation significantly increase the risk of poverty for
both partners, but especially for women. Furthermore, the finding that lone
parents are still at substantially increased risk of poverty, even after their
children have notionally attained financial independence, underlines the
long-term consequences of relationship breakdown. Moreover, there is no
evidence that re-partnering reduces the risk of poverty or that it is
generally possible to ‘marry’ one’s way out of poverty. Only obtaining full-
time employment in the highest status occupations can secure a lone
parent sustained protection against poverty. 

Children’s experience of poverty

Children are more likely than adults to live in households that are poor. This
is largely because wages are generally set by market rates and take no
account of the presence of dependent children. However, the analysis
revealed that the child poverty rate fell faster than adult poverty, especially
between 2001 and 2003, at which time the Government’s policies to
reduce child poverty would have been beginning to have an effect. Child
poverty measured multi-dimensionally fell faster than income poverty, but
poverty associated with parental psychological stress declined only slowly
and haphazardly. Lone parents were more likely than other adults to
experience psychological stress and parents in couples less so.
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Interestingly, children are only rarely found in households experienc -
ing material deprivation, possibly because deprivation is poorly measured.
However, the finding underlines the importance parents attach to con -
sumer goods that make servicing children’s basic needs more manage -
able and electronic equipment that can provide entertainment, education
or both. These findings illustrate the additional costs associated with
bring ing up children and the extreme relative deprivation likely to be
experi  enced by the small number of children who live without access to
social necessities, such as central heating, a washing machine or a
personal computer.

The risk of poverty is highest for children living in households in
which the head has a disability or long-term illness, is a lone parent or, like
other adults in the household, does not work. Income-based measures
appear to exaggerate the importance of worklessness, social housing and
household size as factors associated with child poverty compared with
the multi-dimensional measure. 

Poverty and childhood wellbeing

Poverty affects the wellbeing of children, contributing to low self-worth
and increased risky behaviour while detracting from educational orienta -
tion and engagement in home life. The strongest negative effect appears
to be on home life, followed by that on educational orientation. In contrast,
income poverty only has strong detrimental effects on home life and
educational orientation.

Financial strain affects all four dimensions of child wellbeing. Poor
housing conditions and deprived neighbourhoods are associated with
reduced quality of home life, low self-worth and risky behaviour, but
mater ial deprivation only increases risky behaviour and negatively affects
home life. Children in lone-parent families do less well on all dimensions of
wellbeing irrespective of income.

The policy implications of this analysis are direct. Improving home
life could be achieved by tackling any dimension of poverty but most
effectively by reducing financial pressure. If the goal is to enhance educa -
tional performance, then alleviating financial strain and encouraging civic
participation of parents may be important strategies since these appear to
mediate the effects of poverty on child wellbeing. However, if the aim is to
achieve the greatest improvement in wellbeing overall, improving the
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home and neighbourhood environment is likely to be more effective than
reducing material deprivation.

Multi-dimensional poverty and policy 

The policy logic that follows from recognition of the true complexity 
of poverty is both radical and familiar. Within employment policy it is
already recognised that a personalised, multi-faceted service is required to 
assist jobseekers success fully into employment. A similarly holistic policy
approach needs to be applied to poverty in which the different dimensions
are separately and comprehensively addressed. 

It would be understandable, though undoubtedly wrong, to ignore
the need for a comprehensive strategy at a time of recession when
demands on government are high and expenditure constraints are at their
most severe. If job layoffs turn into a deluge of redundancies, the tempta -
tion may be to increase conditionality so as to encourage jobseekers to
take ‘any job’, overlooking the findings that only quality jobs offer sus -
tained protection against poverty, defined to embrace psychological
stress, social isolation and environmental factors as well as financial stress
and material deprivation. 

A deep recession might also cause government to neglect the
impact of separation and divorce on the risk of poverty for the adults and
children affected. Children additionally suffer a generalised diminution of
wellbeing with lowered self-esteem, poorer home life and an enhanced risk
of engaging in risky behaviour. As well as better benefits to reduce the risk
and severity of poverty, there is a need for increased support to couples
who have recently separated, especially when children are involved. 

The analysis also points to the need for a redefinition of the problem
of child poverty, focusing more on immediate wellbeing than the dis -
advantage as adults. Parental poverty has immediate effects on all
aspects of the wellbeing of children. Therefore, any increase in poverty
associated with recession is likely to have an instant impact as well as
increasing vulnerability to disadvantage later in life. It follows that existing
policies to raise family incomes and promote adult employment should be
accompanied by a range of new policies, some of which might need to be
explicitly child-focused. 

Addressing the different dimensions of poverty is likely to have a
range of beneficial effects on children. For example, our analysis suggests
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that implementing a more comprehensive and coherent neighbourhood
regeneration policy could improve all aspects of child wellbeing. Further -
more, if such a policy were able to incorporate significant elements of local
participation, this might be doubly effective since the analysis found that
civic participation by parents had a surprisingly high impact on child
wellbeing. The analysis also points to the need to explore ways in which
the psychological strain of adults in poor households can be alleviated –
as this negatively affects the mental wellbeing of the children, as well as
undermining home life. 
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One
The cause for concern

Poverty has been back on the political agenda for a decade. While
Margaret Thatcher, supported by Helmut Kohl in Germany, had success-
fully banished the word ‘poverty’ from the political lexicon for a generation,
Tony Blair rehabilitated its use in a keynote speech given at Toynbee Hall
in March 1999. Blair committed the government to eradicating child
poverty, and successfully employed child poverty as a totem in defence of
the welfare state and as a clarion cry for welfare reform. As Chancellor,
and subsequently as Prime Minister, Gordon Brown has prioritised the
child poverty agenda, instigated targets, encouraged non-governmental
organisations to build political support and sought to establish mecha-
nisms for departmental collaboration across Whitehall. Under the leader-
ship of David Cameron, the Conservative Party has both embraced the
goal to eradicate child poverty and the associated targets, and committed
itself to addressing the causes of poverty. While there may not be political
– or indeed research – consensus as to the ‘real’ causes of poverty, there
has been a determined effort to address the problem, which looks like
continuing whatever the political complexion of government.

The political momentum to tackle poverty and to eradicate child
poverty has had important results. The risk of a child being in poverty –
defined as less than 60 per cent of the median equivalised household
income before housing costs – fell from 27 per cent in 1997/98 to 21 per
cent in 2004/05, the equivalent of almost 700,000 children being lifted out
of poverty.1 When child poverty is measured against a standard held con-
stant in real terms, it more than halved – from 28 per cent to 13 per cent.
During the same period, the proportion of pensioners in relative poverty fell
more slowly, from 25 per cent to 21 per cent, while the overall poverty rate
declined from 20 per cent to 17 per cent. 

However, in the next two years, 2005/06 and 2006/07, child pover-
ty rose again by a total of between 100,000 and 200,000, and the overall
poverty rate increased from 17 per cent to 18 per cent. Moreover, while
the risk of poverty for children living in households where neither parent is
working is very high indeed – 68 per cent – a reflection of the low level of
welfare benefits, finding a job is no guarantee of affluence. One in five chil-



dren (20 per cent) in households where one parent works full time and the
other stays at home remain in poverty. Only when both parents work – one
full time and the other part time – or when a lone parent is employed full
time does the risk of poverty faced by a child (3 per cent and 7 per cent
respectively) fall below that of an average person. Given that the Gov -
ernment had hoped to lift 25 per cent of children out of poverty by
2005/06 and achieved a 21 per cent reduction, the goal of a 50 per cent
reduction by 2010/11 now appears to be immensely challenging. 

It is true that a number of important policy changes have been
made that would not have had a chance to show up in the figures cited
above. These include increases in the level of the child element of child tax
credit and in child benefit for the first child and the disregarding of child
benefit in calculating income used to means-test housing benefit. The
Government calculates that planned extra expenditure of about £2 billion
will take about 500,000 children out of poverty, about half the number
required to reach the 2010/11 target.2 There is clearly a need to reinvigo-
rate policies to eradicate child poverty and substantially to reduce the level
of poverty experienced by other groups.

8 Coping with complexity

Figure 1.1

Trends in poverty, 1994/05 to 2006/07

Source: Department for Work and Pensions, Households Below Average Income: an analysis of the income
distribution 1994/95–2006/07, DWP, 2008
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Recognising the reality of poverty

Disappointing though the results of anti-poverty measures have proved to
be, few policy makers ever expected that the task of eradicating poverty
would be an easy one. To illustrate this, the Child Poverty Action Group
(CPAG) has been in existence since 1965. It is widely regarded as one of
the most effective political lobbying organisations in Britain, not least
because its campaigns are underpinned by empirical research and
sophisticated policy analysis. Its intellectual credibility and policy sophisti-
cation means that it has remained influential irrespective of the party in
power. Nevertheless, the telling fact is that poverty has risen more than it
has fallen during the four decades of CPAG’s existence. 

The research conducted by CPAG and others helps to illustrate the
challenges confronting policy makers. Poverty is a complex phenomenon.
Most obviously, poverty refers to the lack of resources required to meet
the basic needs of individuals living in a family or household. However,
basic needs are likely to change over time as the economy grows, living
standards rise, and the expectations and demands created by society
alter. This means that poverty cannot simply be eradicated by the eco-
nomic growth delivered by a successful economy, since greater wealth
serves to increase the threshold distinguishing poor people from all oth-
ers. Instead, it is necessary to redistribute resources between the two
groups, meaning that a more affluent portion of the population will need to
forgo income, or increases in income, in order to lift others out of poverty.
For this reason, and others to do with differing attitudes and ideology,
basic needs are themselves contested, making it difficult to build political
support for tackling poverty.3 Nevertheless, as an important prerequisite
for creating popular backing for anti-poverty policies, the Joseph
Rowntree Foundation has demonstrated that it is possible for laypeople to
reach a consensus about the standard of living that families need to enjoy
if they are to avoid poverty.4

Poverty is more than simply a lack of income. It is equally the stress
caused by a family’s inability to make ends meet. It is the poor housing or
homelessness, the lack of facilities, infrastructure and stimulation, the fear
of crime and the possible lack of respect resulting from living in a deprived
area. It is the inability to acquire or renew possessions and the reduced
opportunities to fulfil personal ambitions or to exploit opportunities in
employment, sport, education, the arts and/or in the local neighbourhood.
It is the lack of personal contacts, sometimes arising from the inability to
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reciprocate, the perceived futility of political engagement and the poor
physical and mental health, itself a product of bad living conditions, day-
to-day pressure and debilitating personal circumstances. 

This multi-dimensionality of poverty is now recognised by the
Government. Each year it publishes the Opportunity for All report, which
includes 41 different indicators of poverty.5 The New Policy Institute annu-
ally publishes an additional set of 50 indicators.6 However, one problem
with this plethora of indicators is that it can lead to a vacuous debate as
government spotlights measures that show improvement and critics focus
on indicators that have worsened, thereby dissipating public attention and
polarising political discussion. 

Another problem with multiple indicators, one that is exacerbated
when indicators are framed as targets, is that policy is devised to max-
imise the impact on one aspect of poverty to the possible detriment of
others. To the extent that poverty is truly multi-faceted with the various
dimensions being interactive, cumulative or both, targeted policies are
likely to be minimally effective on the problem as a whole, equivalent to
sticking an elastoplast on a malignant rash. 

Poverty is caused by many factors and has many, often negative,
effects. Some babies are born into poverty and, less frequently, spend
their entire childhoods in poverty, with the consequence that the statisti-
cal likelihood that they will grow up to be poor in adulthood is much
increas ed.7 Some people become poor in early adulthood if they have lim-
ited skills, are in poor health or have children before they are able to estab-
lish a secure foothold in the labour market. Others may become poor later
in life because of a plethora of reasons that affect them directly or indirectly
including accident, ill health, pregnancy and childbirth, relationship break-
down, unemployment and redundancy. Some will remain poor; others,
albeit a small proportion, will go on to enjoy a life of affluence. Most will
carry forward the scars of poverty; once poor, the probability of becoming
poor again rises noticeably. Poor children achieve lower exam results,8

experience more poor physical and mental health as children and adults,9

are more likely to be affected by and to engage in crime10 and to experi-
ence worklessness as adults than their non-poor contemporaries.11

Adults with intermittent work histories and low pay have a high risk of
being poor in old age, not least because the social security and pension
systems tend to map the inequalities experienced in work onto retirement. 

Poverty is further complicated by the rapidity of social change and
by fluctuations in individual circumstances. Not long ago, policy debates
contrasted the poor with the non-poor as if the two groups never changed
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places. In fact, there is a great deal of ‘churning’, with more than half of
Britons having had an annual income below the poverty threshold at least
once in the last decade. The majority of spells of poverty are short-lived.
However, most poor people experience more than one spell of poverty
and some people remain poor for long periods: 17 per cent of children
were poor in three of the four years between 2002 and 2005 as were 13
per cent of pensioners.12 Policy rarely discriminates between the different
kinds of poverty – transient, occasional, recurrent, chronic and permanent
– and yet there is evidence, albeit mostly from abroad, that different social
groups are differentially prone to the various kinds of poverty with diverse
short- and long-term consequences. 

Poverty, then, is a multi-faceted phenomenon of considerable com-
plexity. The product of multiple causes, it often has multifarious negative
consequences that make life hard to live and sometimes very difficult to
cope with. Its effects are both short and long term. In a world of sound
bites, such complexity is easily overlooked. 

Responding to the complexity of poverty

The failure of the Government to stay on track towards eradicating pover-
ty is explicable in many ways: hesitant political leadership in the context of
limited popular support; excessive concern about the hostility of the medi-
an voter; unanticipated events, notably 9/11, 11/7 and Iraq; political expe-
diency and the failure to align benefit rates with poverty thresholds; and,
more recently, the collapse of confidence in the global economy. Less self-
evident, although still of considerable importance, has been the collective
failure adequately to confront the inherent complexity of poverty, both its
nature and causality. 

Modern politics, driven as it is by media interest and short attention
spans, cannot easily accommodate nuance and difference. Likewise, 
policies to be delivered nationally by a variety of government, private and
voluntary organisations favour simplified bureaucratic solutions that can
be readily communicated, easily computerised and straightforwardly
audited. Nevertheless, if policy is to be effective, there is a need to recog-
nise that the diversity in the causes and effects of poverty calls for differ-
entiated policy responses. The commitment to personalised and tailored
services provided by Jobcentre Plus reflects a comparatively new appre-
ciation of this need. However, the precise pattern of causality is not well
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understood in relation to the many dimensions of disadvantage that define
the experience of poverty. Do, for example, poor people living in deprived
neighbourhoods suffer more than low-income families in affluent neigh -
bour hoods, and is it better to target policies on poor areas or poor fami-
lies?13 Even the seemingly simple question of whether tenants in social
housing are income poor because they are social tenants or social tenants
because they are income poor is contested with quite bizarre policy impli-
cations.14

Likewise, the diversity in the nature and experience of poverty
requires the sensitive application of a greater range of policy interventions,
while an understanding of the temporal characteristics of poverty may
help in achieving this through improved targeting. The occurrence of
events that can precipitate poverty is far greater than the number of peo-
ple who experience poverty as a consequence.15 There is potential, there-
fore, to identify factors that mediate the negative consequences of events
and to extend protection to those who would otherwise be more exposed.
Similarly, people who have experienced one spell of poverty are measur-
ably more at risk of experiencing poverty again and could be targeted with
preventative interventions. Furthermore, if the type of poverty in terms of
its severity or likely duration could be assessed at onset, then tailored sup-
port could again be offered.

It is in this context, therefore, that the research reported in this book
seeks to explore the complexity of the phenomenon of poverty not, as
academics are sometimes wont to do, simply for its own sake, but rather
to exploit an understanding of the complexity to inform the design of bet-
ter, more effective policy. Underpinning this investigation is a set of novel
statistical techniques, generally referred to as ‘structural equation model-
ling’, that allow us to handle the complexities of real life more efficiently
than has hitherto been possible. However, for the most part we focus on
the findings and the lessons rather than the methodology that makes this
novel investigation possible.

The remainder of the book is organised as follows. The multi-
dimensional nature of poverty is first explored in Chapter 2 and then, in
Chapter 3, the extent of multi-dimensional poverty in Britain is mapped out
and its development plotted throughout the 1990s and early 2000s. In
Chapter 4, attention shifts to the dynamics of multi-dimensional poverty
and to two questions in particular: can poverty trajectories be predicted
and what could be done to prevent the continuation of repeated spells of
poverty. In Chapter 5, we discuss the overall state and prevalence of child
poverty in the UK, while Chapter 6 examines the consequences of family
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poverty for the wellbeing of children and young people, not in the future
when they reach adulthood, but in the here and now. It shows that vari-
ous dimensions of family poverty affect children in different ways and that
distinctive policy measures are required to stem the negative conse-
quences of poverty. Finally, in Chapter 7 we return to consider in more
detail the policy implications for tackling poverty.
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Two
Why multi-dimensional 
poverty is important

For a not insignificant number of people the problem of poverty in Britain
is a no-brainer; there simply is none. 

This view, that poverty has been extinguished by economic and
social progress, was one espoused by Margaret Thatcher across the cap-
itals of Europe and it did her little political harm at home. Often people who
hold to this position understand poverty to be a near-death state of abject
hunger and distress, epitomised by ‘images of malnourished ‘third-world’
children, or if pressed to consider the British context, a bygone age of
Dickensian squalor’.1 Opinion polls typically suggest that around 40 per
cent of people believe that there is very little poverty in Britain today.2

In most surveys, however, people who believe poverty is a problem
that has largely been consigned to history are outnumbered by the small
majority of Britons who would argue that there is ‘quite a lot of poverty in
Britain today’. This discrepancy of view does not seem to be one that is
shaped by either knowledge or experience. Rather, it appears to reflect
differences in deep-seated values. Some people consider that poverty
results from indolence exacerbated by high benefits and profligate public
expenditure. Overwhelmingly this group tends to adhere to a strict defini-
tion of poverty (‘someone cannot eat and live without getting into debt’)
and thereby to conclude that poverty is no longer a problem in Britain. In
contrast, people who believe that poverty is the product of unfairness and
social injustice, low benefits and insufficient government action are much
more prepared to countenance a definition of poverty that refers to a per-
son’s inability to buy ‘things that others take for granted’ and therefore to
accept that poverty continues to be a scourge in Britain. It is hardly sur-
prising, therefore, that it has proved so difficult to build a popular consen-
sus to invest in eradicating poverty.

Moreover, very few people admit to being poor. Rather they use
terms such as struggling, money being tight, being hard up or having a
hard time to describe their circumstances. This failure to self-diagnose
poverty may reflect the sense of shame that attaches to poverty. This is



externally reinforced by stigmatising language and procedures encoun-
tered when dealing with public agencies, and by the attitudes and expec-
tations of the public at large. Moreover, the fact that most people in
poverty see themselves as coping well in adverse circumstances and
being better off than many others does not accord with the popular notion
of poverty as penury and the result of moral failings and budgeting incom-
petence. 

What people on low incomes report is a situation of great complex-
ity in which the pressures they face are cumulative.3 Basics become luxu-
ries that have to be prioritised and saved for. Solutions to one problem
create problems of their own, as when saving on heating exacerbates ill-
ness and borrowing from the rent money generates arrears and threats of
eviction. Poverty feels like entrapment when options are always lacking,
the future is looming and unpredictable and guilt seems ever present, aris-
ing from an inability to meet one’s children’s needs, one’s own expecta-
tions and society’s demands.

That large numbers of people confront the problems of poverty daily
is indisputable, despite being seemingly invisible to a large minority of their
fellow citizens. What is also the case is that the complexity of poverty and
the experience of poverty is seldom given adequate attention in policy
debates, be it in discussions of the measurement of poverty or in the
design and implementation of policies to combat it. This book seeks to
rectify this omission and to place the complex experience of poverty at the
heart of the analysis in the hope that this will lead to the prospect of more
effective policy. To this end, in this chapter, we explain the reasons why
debates about poverty have come to be oversimplified before setting out
the case for viewing poverty multi-dimensionally. 

The early days of measurement

The early pioneers who researched poverty, Henry Mayhew,4 Charles
Booth5 and Seebohm Rowntree,6 all grappled with its complexity.
Rowntree notably distinguished between different categories of poverty
and recognised the need to take account of social conditions, diet and
health as well as income in assessing living standards. However, in the
nineteenth century, for those who looked, poverty was self-evident, with
large numbers existing in squalor, without sufficient food, decent clothing
or adequate heating or sanitation. The pioneers’ interest in measuring
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poverty was moral and instrumental rather than scientific; they wanted to
mobilise political support so as to ameliorate the conditions of the poor.
Moreover, this goal demanded that they show that poverty was due to a
lack of resources rather than to profligate spending. Hence, these pio-
neers paid considerable attention to establishing how much income their
poor respondents had, as well as how much it cost to provide for the
basic necessities of life. 

The focus on income proved enduring, partly because income is
comparatively easy to measure – or would seem to be. It provides the
basis for the United Nations’ Millennium Development Goals – income less
than one or two dollars a day – and constitutes the core component of the
UK child poverty target – household income less than 60 per cent of the
median. However, the apparent simplicity of measurement is largely illu-
sory. Income is typically under-reported in surveys, partly because people
often mistakenly equate income with earnings and/or with cash thereby
omitting sources such as interest payments and income in kind. Income
fluctuates much more than consumption, meaning that income-based
measures suggest that living standards oscillate much more than they
probably do. It is also difficult to know how income is allocated within fam-
ilies, to children for example, and how far this equates with needs. 

More important however, it might be argued that income is merely
an indirect measure of poverty, since poverty is really experienced as the
inability to consume at a level that would enable someone to engage in a
normal way of life. Ringen takes this view, noting that true poverty is man-
ifest as deprivation, ‘visible poverty’, self-evident to those who look.7

Moreover, he argues that low income and deprivation are intrinsically dif-
ferent and can lead to contrasting policy responses. Whereas income
poverty could be eradicated by ensuring that poor people are given the
precise amount of additional income to lift them above the poverty line,
such additional income would not guarantee reduced deprivation.

Poverty in the here and now

People who deny that poverty exists in Britain tend to take an absolutist
view of poverty; that it is a matter of life and death. US commentators on
the British scene, such as Charles Murray, are apt to take a similar view,
not least because the US poverty standard is fixed as a multiple of money
needed for food and is only uprated in line with prices.8 In Britain, even at
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the turn of the twentieth century, Rowntree was aware of the necessity to
take account of needs beyond mere subsistence.9

Coinciding with the foundation of CPAG, Brian Abel-Smith and
Peter Townsend recognised that the basic necessities were changing as
the austerity of earlier years gave way to growing affluence for an increas-
ing number of people.10 They also appreciated that, simultaneously, a lack
of income was preventing some people from engaging in the activities and
expenditure expected of them, causing them to be excluded and stigma-
tised. They argued eloquently for a relative definition of poverty and intro-
duced one in their book, The Poor and the Poorest. This set various
income thresholds that were expressed as different percentages above
the prevailing rate of means-tested benefits (then called national assis-
tance) and which indicated varying degrees of hardship.11

Subsequently, measures of relative poverty have been refined, with
thresholds set as a proportion of median equivalent household income.
Equivalent income is income that is adjusted in an attempt to take account
of differences in household size and composition, and the varying needs of
adults and children. Median income is used as a reference point, rather
than the mean (the simple average), because it is less affected by the
incomes of the comparatively small number of extremely rich households.
While in some respects these measures are an improvement on Brian Abel-
Smith and Peter Townsend’s index, they have certain defects. First,
because they are not tied to benefit levels they do not provide a direct
measure of the effectiveness of policy; in the US some benefit rates are set
relative to the poverty line but British governments have never explicitly set
benefits to be at or above the poverty line. Secondly, the measures relate
to income poverty which, as already noted, provides only a partial, and
arguably biased, measure of true poverty. Thirdly, and for associated rea-
sons, relative income measures can sometimes generate perverse results.
Income inequalities often tend to increase during periods of high econom-
ic growth (which increases median income and hence the associated
poverty thresholds) at a faster rate than incomes rise overall. As a conse-
quence, at times when almost everybody, including low-income families, is
getting richer, the observed poverty rate will actually rise, while the reverse
can be true during economic recessions. Furthermore, when the economy
is growing, poor households are likely to experience some improvement in
their absolute living standards, in the number or quality of products or serv-
ices that they purchase, which will go unrecorded in statistics measuring
relative poverty. The Government therefore now produces a series of
poverty statistics in which the poverty line is held constant in real terms.12
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Peter Townsend was aware of the partial nature of income meas-
ures, later arguing that poverty was not the lack of income necessary to
purchase a basket of goods, but rather the lack of resources required to
participate fully in society.13 He compiled a list of common items and activ-
ities and showed that many people on low incomes went without them,
although he was criticised for his ‘arbitrary’ selection of indicators and for
presuming that people who lacked items were invariably deprived by lack
of income rather than through the exercise of choice and personal prefer-
ence. Subsequently, many studies of deprivation have avoided the prob-
lem of ‘deprivation through choice’ by explicitly asking respondents
whether or not they lacked possessions or failed to engage in activities
because of a shortage of income.14 The possessions and activities select-
ed as indicators are now often chosen because a majority of the popula-
tion considers them to be ‘social necessities’ that ‘nobody should have to
do without’.15 Such ‘majoritarian’ or ‘consensual’ measures are inherent-
ly relative. 

Studies that compare material deprivation and income poverty
show them to be only moderately correlated. Calandrino, for example,
finds 32 per cent of British lone parents to be both poor and multiply
deprived and another 36 per cent to be either poor or deprived.16 Such
findings lend support to Ringen’s contention that the two concepts are
distinct and should be differentiated although the lack of association might
simply be the result of measurement error.17 The differences between
income poverty and deprivation could also be a product of the ways that
families cope in times of adversity. There are likely to be time lags between
a drop in income and the depreciation or sale of assets that might follow.
Indeed, asset sales might precede a drop of income if families adopted
the strategy to prepare for harder times. Whatever the reason, differences
between income poverty and deprivation point to the need simultaneous-
ly to measure and report both, a strategy that has now been adopted by
the Government. This approach has the further advantage that depriva-
tion measures are less affected by the perverse effects of economic
growth and changes in income inequality.

For many years, Britain did not have an official poverty standard,
although by convention a relative income measure was adopted with the
threshold set at household income below 60 per cent of the median.
Since 2003, this measure has been taken by the Government as one of
three used to monitor progress towards the eradication of child poverty.18

The second is an absolute measure – the 60 per cent threshold fixed at
the 1998/99 level – and the third is a composite measure, counting the
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numbers who are both materially deprived and have an income below 70
per cent of contemporary median equivalised household income. These
three measures are intended to be supported by other multi-dimensional
indicators included in the annual Opportunity for All publication.

It would be churlish not to acknowledge the progress made in the
official measurement of poverty and wrong to deny a political commitment
to tackle the problem. Nevertheless, the measures currently employed fall
far short of capturing the multi-dimensional experience of poverty
described above.

Multi-dimensional poverty

Poverty is not just the absence of income or even the material deprivation
that accompanies it. It is both of these and everything that follows from
them: the hassle; the stress; the hard work; the budgeting; the conflict;
the shame; the degraded environment; the isolation; the helplessness; the
ill health; the misfortune – and much else that, taken together, is both a
reasoned and involuntary response to hardship and which may, quite
often, serve to exacerbate it.

Social exclusion first entered the British political vocabulary in the
1980s when European governments insisted on continuing debates about
poverty in opposition to Margaret Thatcher and Helmut Kohl. Social exclu-
sion became a euphemism for poverty. With the creation of the defunct
Social Exclusion Unit (now the Social Exclusion Task Force) in 1997, social
exclusion was re-interpreted ‘to be more than income poverty’:

It is a shorthand term for what can happen when people or areas have a

com bination of linked problems, such as unemployment, discrimination,

poor skills, low incomes, poor housing, high crime and family breakdown.

These problems are linked and mutually reinforcing. Social exclusion is an

extreme consequence of what happens when people don't get a fair deal

throughout their lives, often because of disadvantage they face at birth, and

this disadvantage can be transmitted from one generation to the next.19

This shorthand emphasises the multi-dimensionality of social exclusion,
the reinforcing nature of the various forms of disadvantage and its extreme
consequences. Leaving aside, for the moment, the fact that the Task
Force applies the concept of social exclusion to areas as well as individu-

20 Coping with complexity



als, social exclusion could equally be characterised as severe poverty.
Whereas poverty is traditionally thought of as a state, with poor people
contrasted with the non-poor, and all poor people assumed to be pretty
much the same, it might be more accurate to view poverty as a matter of
degree. The same reinforcing dimensions of disadvantage apply to all
people in poverty but to a different degree. In terms of measurement, each
poor person would have a set of scores, one for each dimension, with the
degree of poverty indicated by the accumulated scores. (The same
dimensions could equally be applied to the non-poor as, indeed, they are
in Chapter 3.) People’s scores on the various dimensions are likely to
change over time, not least because of the reinforcing nature of disad-
vantage. Social and psychological supports that protect people, good
physical and mental health, social capital and competence, and civic
engagement, can all be casualties of low income and may, in certain cir-
cumstances, be compounded if mediated by the negative characteristics
of poor places, such as dilapidated infrastructure, isolation, crime and red-
lining. This can result in people being caught in a destructive social and
economic down-current, although, equally, there is considerable evidence
of poor people resisting such forces through a mixture of their own
agency, appropriate support and good fortune.20

What are the dimensions of disadvantage that comprise poverty?
Clearly the accoutrements, or lack of them, that would enable Ringen to
identify visible poverty. These would include: housing and housing quality;
fuel and warmth; clothing (the amount, its quality and whether fashionable
or otherwise); material deprivation (defined quite broadly to include furni-
ture, soft furnishings, white goods and electronics including those used for
entertainment); and access to transport. Such commodities, to exploit the
language and ideas of Amartya Sen, enable people to function adequate-
ly in society and, in Britain, are largely acquired through spending and
hence are dependent on income and savings, which would ideally be sep-
arately measured.21 To these commodities, one could add others that
would help a person function economically – for example, access to cred-
it, insurance and childcare.

A dimension often neglected in policy debates, but which looms
large in the experience of poor people, is the stress associated with pover-
ty. This manifests itself in many ways. It is the constant prioritising and jug-
gling; the anxiety; the fighting of the structure and seeming inflexibility of
the benefits system; the conflict with officialdom and with partners; the
inability to say ‘yes’ to a child who refuses to take ‘no’ for an answer; the
lack of space and time; the absence of satisfaction; the humiliation, low
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esteem and sense of helplessness. It is perhaps possible to distinguish
between the direct financial stress or distress of debt and going without
and its emotional consequences. Indeed, Sen argues, that while poverty
is relative, differing according to context, poverty experienced as shame is
absolute, everywhere the same, arising from people’s inability fully to func-
tion as members of their community.22

Closely related to the dimension of shame is that of health. Many
studies have shown physical and mental ill health to be either a cause or
a consequence of income poverty.23 So close and so ubiquitous is the
relationship that it is sensible always to register the health of a person with
low income. Clearly, the affluent are not immune to poor health, but poor
people seldom fully escape it.24

Similarly associated with stress is the social isolation frequently
reported as a manifestation or consequence of poverty and which itself
can be a risk factor associated with downward spirals into social exclu-
sion. Not only does it typically cost money to engage in the reciprocity that
helps support social networks, it requires confidence and emotional ener-
gy that can be drained by living on a tight budget.25 Once marginalised,
the effect becomes self-reinforcing, leaving the person with few contacts
to whom to turn for practical, financial or emotional support. There is con-
siderable evidence too that poor people often have limited social capital
with few links that bridge social domains, and are either frequently exclud-
ed, or frequently exclude themselves, from civic participation. Not surpris-
ingly, complex relationships are also found between poverty, social
net works and health.26

As noted above, the Social Exclusion Task Force applies the con-
cept of social exclusion to geographic areas as well as to people, imply-
ing that some localities are social excluded and, perhaps, also, that some
are socially excluding. Obviously it is true that all people live in places, con-
tribute to places and are affected by places. Moreover, it is probable that
poverty and disadvantage are mediated by place and places affected by
the poverty or otherwise of their inhabitants. However, the associations
are likely to be complex. The fact that poverty is concentrated in areas of
social housing might be, as is a current ministerial concern, attributable to
localised ‘cultures of worklessness’ but could equally be a consequence
of policies to house people with priority needs, many of whom will also
face substantial barriers to employment. Spatial concentrations of low-
income families may or may not be characterised by dense, supportive
networks, but are unlikely to provide social capital that fosters rapid
upward social mobility. Such areas are unlikely to be well endowed with
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good schools, accessible cultural facilities and generously funded public
services but, equally, the poor person living in more affluent areas may
have less access to affordable facilities and be inhibited in building local
networks. However, whatever the precise circumstances, it is rational to
assume that a person’s experience of poverty is likely to be partly shaped
by the characteristics of the neighbourhood in which s/he lives. Place is
itself a further dimension of the personal phenomenon of poverty.

Causes and dimensions

Listening to poor people talk, it is clear that multi-dimensionality is inher-
ent in poverty and the experience of poverty. A person who lacks income
is likely also to live in inadequate housing, perhaps in a bad area, to be in
debt, and to feel stressed, isolated and personally inadequate. It will not
always be the case; as in all things, it is a matter of degree.

It is important to recognise that the concept of multi-dimensional
poverty introduced in this chapter is very different from the multiple meas-
ures available in the Government’s annual Opportunity for All report. The 41
Opportunity for All indices cover different aspects of poverty and relate to
different individuals; there is some overlap between individuals counted as
income poor and those who are recorded as being materially deprived, but
it is incomplete. In contrast, the multi-dimensionality considered here rel ates
to the same individuals, the aim being to capture, insofar as is possible, the
multiple complexity of each person’s experience of poverty. Some people
may score highly on income poverty, but be low on stress and material dep-
rivation. Others will have very different profiles across the various dimen-
sions of poverty, arguably experiencing very different kinds of poverty.

The various dimensions of poverty are likely to be inherently causal-
ly related and there will always be debate about the direction of causality.
Is someone poor because they are ill, or ill because they are poor? Are
they in debt because they have too little money or lack money because
they are in debt? Such questions are important. The direction of causality
is relevant at the individual level for, to take one example, the debt advis-
er dealing with a client. It is also of concern at a strategic policy level.
Building political support for anti-poverty programmes is easier when the
majority of the poor are demonstrably more sinned against than sinning.
Knowledge of the direction of causality might also help in prioritising
resources, say, between healthcare and social security. 
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Table 2.1

Official measure of material deprivation

The survey question

Do you and your family have. . .

Are you and your family able to afford to . . .

Possible responses:

[1] ‘We have this’

[2] ‘We would like to have this, but cannot afford it at the moment’

[3] ‘We do not want/need this at the moment’

Adult deprivation Child deprivation

Keep your home adequately warm A holiday away from home at least one week 

Two pairs of all-weather shoes for each adult a year with his or her family

Enough money to keep your home in a Swimming at least once a month

decent state of repair A hobby or leisure activity

A holiday away from home for one week a Friends round for tea or a snack once a 

year, not staying with relatives fortnight

Replace any worn-out furniture Enough bedrooms for every child over 10 of 

A small amount of money to spend each different sex to have her/his own bedroom

week on yourself, not on your family Leisure equipment (for example, sports 

Regular savings (of £10 a month) for rainy equipment or a bicycle)

days or retirement Celebrations on special occasions, such as 

Insurance of contents of dwelling birthdays, Christmas or other religious 

Have friends or family for a drink or meal at festivals

least once a month Play group/nursery/toddler group at least 

A hobby or leisure activity once a week for children of pre-school age

Replace or repair broken electrical goods Going on a school trip at least once a term 

such as refrigerator or washing machine for school-aged children

Source: Department for Work and Pensions, Measuring Child Poverty, DWP, 2003, p21 

However, causality need not be an issue when it comes to the measure-
ment of poverty. It does not much matter to a poor person today whether
s/he is in debt because s/he is in poor housing or in poor housing because
of the debt: the person is both in debt and in poor housing, neither is
pleasant and experiencing both is undoubtedly worse than either just
being in debt or living in poor housing without the additional burden of
debt. Over time, the level of a person’s debt and the quality of housing



may change and the degree of improvement or deterioration in each may
measurably affect the nature of the poverty experienced. Again, from the
perspective of measuring poverty, it is irrelevant whether the level of debt
and the quality of housing are related, although, of course, the people
themselves may seek a trade-off between the level of debt they incur and
the quality of housing they enjoy (or suffer).

Poverty, then, is complex, inherently multi-dimensional, but real. The
challenge for the researcher is to capture the complexity of this reality and
for the policy community to take note of its implications for the design and
delivery of policy. 
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Three
Multi-dimensional poverty
in Britain

It is easy to agree that poverty is complex and multi-dimensional but, until
very recently, it has not been possible to develop reliable indicators that
adequately capture the complexity and which are sufficiently stable for
trends in poverty rates to be identified. In this chapter, we briefly explain
how we measure multi-dimensional poverty before reporting results that
recast our understanding of the nature and distribution of poverty in Britain.

Measuring poverty as a multi-dimensional concept

A useful starting point when it comes to measuring poverty is Ringen’s
recognition of the measurement assumption and the income assumption
that underpin much poverty research. The former refers to the belief that
poverty exists and as such can be measured; while this assumption is
widely contested, it is self-evidently necessary given the task at hand. The
latter assumption asserts that poverty can be measured in terms of a
deficit in income in relation to needs, a presumption that – as we have
seen – becomes increasingly untenable if poverty is defined as the com-
plex multi-dimensional phenomenon described above. Baulch has useful-
ly illustrated the problem with reference to a pyramid of concepts (Figure
3.1).1 Moving down the pyramid takes increasing account of aspects of
poverty that define it as a meaningful social phenomenon. In terms of
measurement, the most frequently used measures lie at the top of the
pyramid since they are more straightforward to operationalise.

Personal consumption is placed at the top of the pyramid, although
this is typically measured with reference to personal or, more usually,
household income since this is more easily measured. The concept of
poverty gradually increases in scope to include shared property rights,
state-provided commodities, assets, dignity and autonomy at the bottom
of the pyramid. The implication of the diagram is that the various dimen-



sions are strictly additive, although empirically this is unlikely to be the
case. Indeed, a major challenge of the current research is to formulate the
nature of the relationship between these various dimensions. Moreover, it
is probable that the dimensions lie in a causative sequence which will
require specification.

In summary, while it is widely appreciated that poverty is an inher-
ently multi-dimensional concept, this multi-dimensionality has generally
been lost, weakened or distorted when poverty is measured. This has not
just been the result of political expediency but the absence of any method
by which the holistic nature of poverty can be captured in a way that facil-
itates measurement over time. The partial measures used to date neces-
sarily fail to do justice to the experience of poor people and, to the extent
that they distort through omission, may result in implementation of inap-
propriate policies. 

What is required is the use of statistical techniques that represent
the dimensionality of the concept in a stable fashion, an approach that will
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Figure 3.1

Baulch’s pyramid

Source: B Baulch, ‘The New Poverty Agenda: a disputed consensus’, IDS Bulletin, 27:1-10, 1996
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ultimately require access to comprehensive datasets with reliable meas-
ures. 

A new approach to measurement

In much previous quantitative research on poverty the data reduction
technique of factor analysis has been used.2 Simply put, this technique
takes a large number of indicator variables and creates a smaller number
of dimensions or ‘factors’ by examining the correlations between the 
variables. These factors represent a simpler description of the data and
usually can be readily interpreted by observing which variables cluster to -
gether to form the dimensions. For example, in poverty research, materi-
al deprivation scales have been created by using factor analysis on sets of
items that households possess and indices developed by examining
which types of item cluster together on which particular factor. 

There are, however, some problems with this methodology. One is
that the factor analytic techniques used in much poverty research are
essentially exploratory. No strong theoretical justification is required in
deciding which variables to include or exclude from the analysis and the
researcher has little control over how the variables form the resulting fac-
tors. A second even more serious problem is that the results are sensitive
to errors in the measurement of the original variables, with the result that
factors are unstable over time. This means it is impossible to measure
change in poverty rates because the measure of poverty is itself changing
over time because of the accumulation of error. 

In this research we chose to use a different, though related, tech-
nique known as structural equation modelling.3 A structural equation
model (SEM) has the potential to overcome these problems. Like factor
analysis, a SEM reduces a large number of variables to a smaller number
of factors. However, the technique allows measurement error to be sepa-
rately identified and dealt with so that it is possible to establish trends in
the incidence of multi-dimensional poverty. Unlike factor analysis, a SEM
requires a strong theoretical justification before the measurement model is
set up. Thus, the researcher decides which observed variables are to be
associated with which factors in advance. In other words, the sorts of
dimensions implied in Baulch’s pyramid can be specified in advance and
scores generated from data that fit those specific dimensions, assuming
that appropriate data is available.4
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Defining the measurement models

The analysis presented here utilises data from the British Household Panel
Survey (BHPS). The BHPS commenced in 1991 with an initial sample of
around 10,000 individuals resident in some 5,000 households. These indi-
viduals have subsequently been re-interviewed each year and the sample
has also been extended to include more households from Scotland and
Wales, and to embrace Northern Ireland. While the data can be weighted
to provide an accurate picture of life in Great Britain or the United Kingdom
at different points in time, this analysis is restricted to Great Britain (Eng -
land, Scotland and Wales) to facilitate measurement of trends. The analy-
sis covers the period 1991 to 2003 (ie, BHPS waves 1 to 13) and draws
on information from adults in the study on the following topics, which are
used to define the dimensions of poverty within our multi-dimensional indi-
cators: income, finances and benefits; stress; material deprivation; gener-
al housing and neighbourhood characteristics; and social exclusion and
civic participation. 

While the BHPS is widely used in poverty research,5 it has a num-
ber of shortcomings, the most important of which is that the data is not
always consistent or collected for all waves. For example, the civic partic-
ipation and social isolation variables are only collected in alternate waves,
while the housing and neighbourhood variables were only included from
1996 onwards. Similarly, the material deprivation variables, which were
limited at the beginning of the survey, were significantly augmented from
1996. Thus, we are forced to limit our analysis to alternate years (1991,
1993, 1995 etc) and to divide our analysis into two parts. The first
employs a relatively simple model (referred to as Model 1) to exploit data
for the full period 1991 to 2003, while the second uses a more compre-
hensive model that takes advantage of the better data available from 1996
onwards (referred to as Model 2). The latter model conveniently coincides
with the first eight years of the Blair Government (covering years 1997,
1999, 2001 and 2003). 

Finally, as with any secondary analysis, the analyst is constrained by
the variables included in the dataset. Almost inevitably, key variables are
omitted, while the variables available constitute only imprecise indices of
the concepts of interest.
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Model 1, covering the period 1991 to 2003

As noted above, the creation of a structural equation model usually relies
on some strong theoretical orientation that is specified in advance. In our
case, rather than a strong theory we have a pyramid-like framework of con-
cepts that the literature suggests may be manifestations or inherent out-
comes of the experience of being in poverty. Figure 3.2 presents Model 1
fitted to the BHPS data consistently available for alternative years from
1991 to 2003. The multi-dimensional poverty indicator (referred to from
now on as the Poverty Index) is located in the centre of the diagram. The
arrows indicate that the Poverty Index comprises the several dimensions of
poverty that it is possible consistently to measure using the BHPS: financial
pressure, psychological strain, social isolation and civic participation. The
numbers on the diagram refer to the relative weight or importance assigned
to each dimension in determining an individual’s total score on the Poverty
Index (the co-efficients of the model). Thus, the Poverty Index is more
strongly influenced by financial strain (0.94) than by social isolation (0.33).
The negative number attached to ‘civic participation’ is a consequence of
the fact that higher civic participation is associated with low levels of pover-
ty, causing the Poverty Index itself to be lower. In this regard, civic partici-
pation operates in the opposite direction to the other dimensions. 

Some of the dimensions, notably financial pressure and psycholog-
ical strain, are themselves comprised of sub-dimensions. In the former
case, it can be seen (Figure 3.2) that financial pressure is more strongly
influenced by financial strain, the short-term consequences of trying to
make ends meet, than by material deprivation, the probable product of a
sustained period of poverty. Each of the dimensions is in turn indexed by
specific variables taken from the BHPS and every variable has an associ-
ated co-efficient that indicates the relative weight attached to the variable
in defining the particular dimension of poverty. While the relationships
between the dimensions of poverty6 – the arrows in Figure 3.2 – were
defined in advance on the basis of theory and literature, the coefficients
are derived from the statistical process and reflect empirical relationships
in the data. By applying ‘goodness-of-fit’ tests to the results of the analy-
sis, it is possible to ensure that the SEM measurement models provide the
best possible fit to the data. 

Having outlined the method it is now appropriate to describe each
of the major dimensions of poverty included in the model. 
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Financial strain
Several articles referred to in the previous chapter stress the importance
of income-based measures of poverty, augmented here by indicators of
the perceived financial situation of the household, the sense of being in
financial hardship. Financial strain is an almost self-evident manifestation
of poverty, certainly one that is widely documented, that comes at the top
of the poverty pyramid along with income as a primary indicator of depri-
vation. The variables used to capture this concept include whether a
housing payment had been missed in the last 12 months, whether
respondents considered their financial status to be good or bad, and
whether it had been getting better/worse over the last year. The intention
was that these variables should capture both the medium term and the
more immediate difficulties of budgeting. Income is also included on this
dimension.7
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Figure 3.2

Model 1, 1991–2003 (waves 1–13), standardised co-efficients
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Material deprivation
There is a large body of work on the importance of including material dep-
rivation in any measure of poverty.8 The measures available in the BHPS
are generally limited to the ownership of certain possessions, with no ref-
erence made to whether respondents attribute lack of ownership to per-
sonal preference or inadequate resources. The raft of such indicators of
material wellbeing include if the respondent’s household does not possess
a: CD player, VCR, washing machine, tumble dryer, micro wave oven, dish-
washer, personal computer, central heating, or has use of a car. Income is
also included on this dimension, as well as financial strain. 

We have kept material deprivation conceptually distinct from finan-
cial strain as it represents the real effects of long-term financial hardship
on the household rather than the personal financial strain itself. In other
words, it captures the essence of not being able to afford things or being
able to replace worn-out items, such as electronic goods or kitchen appli-
ances. Financial strain reflects monetary strain, which may be somewhat
different and apply in different circumstances. For example, a household
may be under financial strain because of high mortgage payments, but
may have a well-equipped house. Material and financial deprivation were
also linked to the Poverty Index by another latent variable representing
overall financial and material deprivation. This represents the combined
effects of long-term and short-term ‘financial pressure’.

Social isolation
The next dimension is that of social isolation, a trait seen both as a mani-
festation or consequence of poverty and as a risk factor linked with down-
ward spirals into poverty. Once a person is marginalised the effect can
become self-reinforcing, as when a person no longer has friends to help
them out or contacts that could help secure employment and escape
poverty. The BHPS includes variables indicating whether the respondent
has someone who will listen to her/him, help in a crisis, who appreciates
and who comforts her/him, and with whom s/he can relax. 

Civic participation
Related to social isolation, we also include the converse concept of civic
participation since the literature suggests that people in poverty will often
be excluded from civic participation and have weak social networks and
social capital.9 Civic participation is captured in the BHPS by two variables
that count the number of organisations of which the respondent is a mem-
ber and the number in which s/he is active. Respondents are presented
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with a list of 13 kinds of organisation from which they are asked to select
ones with which they are involved. The list includes: political parties, trade
unions, environmental groups, parents’ associations, tenants’ or resi-
dents’ groups, religious groups, voluntary service organisations, commu-
nity groups, social groups, sports clubs, women’s institutes and women’s
groups. High scores indicate higher civic participation. 

Psychological strain
Psychological wellbeing could be seen as a cause or a consequence of
poverty.10 There have also been a number of studies that have found an
association between mental ill health and poverty.11 We assume here that
psychological strain is a component towards the bottom of our pyramid of
concepts and that it can be entered into a comprehensive poverty index.
Psychological strain is measured using the General Health Questionnaire
set of 12 items (GHQ12)12 split into three distinct components: low confi-
dence, anxiety and depression, and social dysfunction.

Model 2, covering the period 1997 to 2003

The more detailed data available from 1996 onwards allows us to add
another dimension, ‘environment’, a place-based aspect of poverty which
captures housing and neighbourhood conditions, and to refine certain of
the other dimensions (Figure 3.3). The housing variables included in the
environment dimension are: whether the house in which a respondent
resides has poor light, bad heating, leaks, rotting wood, and/or damp.
Neighbourhood variables included more objective measures appertaining
to noise from neighbours, noise from the street, crime levels and lack of
space, and more subjective ones recording whether the respondent liked
the area or not and whether s/he would prefer to move away. 

The new material deprivation dimension additionally includes lack of
a cable or satellite TV, together with assessments by respondents of
whether they as a household could afford a week-long holiday once a
year, to feed visitors once a month or to buy new clothes or replace furni-
ture. Three extra variables were added to the social isolation dimension
which recorded whether respondents reported knowing someone outside
the household from whom they could borrow money or someone who
might assist them find a job, or someone who might help with depression.
Financial strain, civic participation and psychological strain remain as in
Model 1. 
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Based on the modelling, it is possible to calculate a Poverty Index score
for every respondent and separate scores for each person on all the indi-
vidual sub-dimensions. These were calculated from both models and form
the basis of the analysis that follows.13 Reflecting Sen’s analysis of capa-
bilities and shame discussed in Chapter 2, the overall Poverty Index
reflects both absolute and relative concepts of poverty. The income meas-
ure is deflated, which removes the tendency with absolute measures for
people to be floated out of poverty simply as a result of economic growth.
The measures of material deprivation are socially salient but are not
weighted to take account of market penetration, while indices of strain are
measured in absolute terms.

Figure 3.3 

Model 2, 1997–2003 (waves 7–13), standardised co-efficients

shown
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Trends in multi-dimensional poverty

So what does all this modelling tell us? Does it add anything to what we
might deduce by simply measuring income poverty? We believe that the
answer to the second question is a profound ‘yes’, but first we have to
explain the results and to compare them with traditional analyses.

All poverty thresholds are somewhat arbitrary. Ideally, an income-
based measure would fix the threshold as the amount of income required
to meet socially determined minimal needs. Conventionally, though,
income-based measures are fixed as a proportion of median equivalised
household income – that is, income adjusted to take account of differ-
ences in household size. The threshold for the new Poverty Index was

Figure 3.4

Percentage poor by various measures, BHPS 1991–2003
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fixed in 1991 to ensure that 25 per cent of households fell beneath the
poverty threshold, a proportion similar to the poverty rate indicated by con-
ventional income measures (Figure 3.4). Absolute measures hold the
poverty threshold constant in real terms, meaning that the threshold
retains the same value in terms of the goods that could be purchased.
Relative measures allow the poverty threshold to rise (or fall) with average
incomes and/or overall living standards; fixing a poverty threshold as a pro-
portion of median household income achieves this effect automatically. 

Trends in the new Poverty Index are compared to conventional ‘rel-
ative’ and ‘absolute’ income poverty measures in Figure 3.4. All the meas-
ures are derived from the same BHPS data and so any differences cannot
be attributed to different data. The relative income measure suggests a
pattern of stable or slightly increasing poverty during the period 1992–97
when John Major was prime minister, followed by a decline after New
Labour took office in 1997. In contrast, the absolute income measure, in
which the poverty threshold is held constant in real terms, shows a con-
tinuous decline. This is as be expected given that the period as a whole
was characterised by moderate economic growth. The absolute Poverty
Index-based measure similarly shows a steady decline throughout the
whole period, but so too does the relative variant.14 Why should this be
so? Because a portion of the Poverty Index is designed to capture
aspects of poverty (material deprivation, for example) that are theoretical-
ly more stable and less sensitive to short-term fluctuations in the national
economic situation. Not only does this more accurately reflect the actual
experience of people living in poverty, it also helps to avoid the problem,
noted in Chapter 2, that the observed poverty rate can sometimes appear
to rise when everybody, including those counted as poor, is getting richer
in times of rapid economic growth. 

A Poverty Index score was calculated for every adult in the BHPS
sample; the higher the score, the more severe the poverty. People with a
score below 0.854 in 1991 – 75 per cent of all respondents – were not
considered to be poor at all. The mean and median score from Models 1
and 2 are plotted in Figure 3.5 for all odd-numbered year waves from
1991 to 2003. This is analogous to plotting the inverse of average equiv-
alised household income used in traditional measures since, unlike
income, the Poverty Index is a direct measure of poverty and high scores
indicate extreme poverty. It is evident that the mean score in Model 1
declined steadily throughout the period from around 0.43 to 0.16, which
is both consistent with the recorded fall in poverty rates and also suggests
a general rise in social wellbeing. The comparison between the mean and
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median Poverty Index is also instructive. It indicates that that the distribu-
tion of the Poverty Index is somewhat skewed, with disproportionate num-
bers of people having very low scores. However, the Poverty Index, which
of course takes into account the many dimensions of poverty and wellbe-
ing is less skewed and less unequal than the distribution of income alone.
However, the increasing difference between the mean and median Poverty

38 Coping with complexity

Figure 3.5

Mean and median Poverty Index scores from the models
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Index scores points to a widening in social inequalities, perhaps especial-
ly during the last years of the Major Government.15

It is possible to estimate individuals’ Poverty Index scores on all the
separate dimensions of poverty and hence to calculate dimension-spec -
ific poverty rates. Again, it is necessary to select a more or less arbitrary
poverty threshold for each dimension and, to ensure consistency across
the dimensions, this was in each case fixed to ensure that 25 per cent of
the population was defined as being poor in 1991 (Table 3.1). The mate-
rial deprivation and financial strain dimensions were calculated without
income included (which is presented separately), while financial pressure
combines the scores for income, material deprivation and financial strain. 

From Table 3.1 it can be seen that poverty rates based on the finan-
cial strain and material deprivation components of the Index both fell much
faster than income, declining by three-quarters from 25 per cent in 1991 to
around 8 per cent in 2003 as opposed to one-half for income. Poverty
defined in terms of financial strain decreased more quickly in the early part
of the period, subsequently slowing as did material deprivation, to a less
marked degree, whereas the marked fall in poverty experienced as finan-
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Table 3.1

Headcount poverty rates (%) using the Poverty Index and selected

dimensions, Model 1, fixing the1991 rate at 25% in each case

Year Overall Material Financial Income Financial
deprivation strain pressure

1991 25 25 25 25 25

1993 23 20 16 21 22

1995 20 17 13 19 18

1997 17 14 10 16 13

1999 16 12 9 17 11

2001 14 9 8 13 9

2003 12 7 6 11 7

Headcount poverty rates (%) using the Poverty Index, Model 2, 

fixing the 1997 rate at 25% in each case 

Year Overall Material Financial Income Financial Environ-
deprivation strain pressure ment

1997 25 25 25 25 25 25

1999 22 21 17 23 22 23

2001 19 17 15 22 18 21

2003 17 14 14 16 15 21



cial press  ure (a product of the effects of income, financial strain and mate-
rial deprivation) occurred slightly later during the last years of the Major era.
The other components (psychological strain, civic participation and social
isolation) all remained fairly constant throughout the period and were, addi-
tionally, less closely associated in the model with the composite Poverty
Index. It follows that falls in the overall Poverty Index were therefore largely
due to improvements in people’s material wellbeing and easing of financial
strain than to changes in the social or psychological side of life. 

The more comprehensive measure that it was possible to employ
during the Blair era presents a subtly different picture (see Figure 3.5,
Model 2). Again the mean Poverty Index score fell, but with different scal-
ing, from 0.69 in 1997 to around 0.53 in 2003, implying an overall
improvement in wellbeing. This is reflected in the headcount poverty rate,
which (calculated in a fashion analogous to Model 1) fell by almost a quar-
ter. During this period, however, while material deprivation and financial
strain both fell by 44 per cent and by more than other aspects of poverty,
the decline in income poverty was, though less, of a similar order of mag-
nitude (36 per cent), presumably reflecting the significant policy shift to tar-
geting poverty through increases in benefits and tax credits (see Table
3.1). Psychological strain, civic participation and social isolation again
remained stable, but a decline in environmental or place-based poverty
was evident, falling by about one-sixth from 25 to 21 per cent. 

Briefly, to summarise: poverty, measured as a multi-dimensional
concept, fell throughout the period 1991 to 2003 in both absolute and rel-
ative terms, driven more by reductions in material deprivation and financial
strain than by increases in income per se. The implication is that for this
period, income-based measures understated the fall in poverty. People
throughout society, though particularly – as we shall see – those at the
bottom, found it easier to manage and gained from increased material liv-
ing standards over and above the benefits attributable to rising income.
Writing in the era of the so-called international ‘credit crunch’, one can
only wonder whether these differential experiences were to become pre-
cursors to future hardships. 

The distribution of poverty 

Having established trends in multi-dimensional poverty, it is important to
consider its distribution and particularly which groups are most at risk. 
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First, however, it is worth asking whether the same people are affected by
multi-dimensional poverty as are afflicted by income poverty. The answer
is that there is some overlap between the two groups, but that the coinci-
dence is by no means perfect. Indeed, it will already be apparent from the
structure of the SEM models and the fact that income poverty fell less
markedly than other kinds of poverty, that the Poverty Index is only mod-
erately associated with income. Typically, in any one year, the correlation
between the Poverty Index and the logarithm of household equivalised
income is about 0.46, with income explaining no more than around 23 per
cent of the variance of the Poverty Index. This finding is, of course, con-
sistent with Ringen’s assertion (noted in Chapter 2) that income is an indi-
rect, but also an imperfect, measure of poverty.16 Never theless, the
Poverty Index takes income into account and, as would be anticipated,
when the BHPS sample is divided into deciles according to equivalised
household income, the average Poverty Index score falls consistently with
increasing income deciles (Figure 3.6). 

The comparison between movements in the Poverty Index over
time and changes in income is particularly instructive in that it suggests
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Figure 3.6

Mean Poverty Index from Model 2 by income deciles, 1997–2003
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that gains in wellbeing were greatest among those with the least income,
even though income inequalities were increasing throughout most of the
period. Figure 3.6 not only shows that the average Poverty Index score
declined for people at all points in the income distribution between 1997
and 2003, it also reveals that the biggest absolute falls occurred among
the lowest income groups. Falls were especially marked for people within
the lowest income decile, such that by 2003, average Poverty Index
scores did not differ statistically between the first and second income dec -
iles. However, the proportion of people in the lowest income decile that
were poor according to the Poverty Index fell only marginally from 1991 to
2003, suggesting that most of the fall in the Index translated into a reduc-
tion in the severity of multi-dimensional poverty as indicated by the pover-
ty gap – the difference between a person’s Poverty Index score and the
multi-dimensional poverty threshold. 

Turning to the risk of experiencing multi-dimensional poverty, we
find patterns, which at face value are broadly consistent with the literature
on income poverty (Table 3.2). Single parents with dependent children are
most at risk of poverty followed by single elderly households. Couples with
children face an average risk of being poor while couples without children
generally confront a low, but far from negligible, risk of poverty. These
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Table 3.2

Headcount multi-dimensional poverty rates (relative %) by various

household types, Model 1, 1991

Degree of poverty

Severe1 Moderate2 Less severe3

Single, non-elderly 20 26 33

Single, elderly 18 27 39

Couple, no children 9 13 20

Couple, dependent children 13 18 26

Couple, non-dependent children 9 12 19

Lone parent, dependent children 36 48 58

Lone parent, non-dependent children 15 22 33

2+ unrelated adults 13 23 32

Other households 11 15 20

All 13 18 26

1 80% of the median Poverty Index score

2 85% of the median Poverty Index score

3 90% of the median Poverty Index score



results are what we would expect from our current understanding of the
wellbeing of households. Pensioners and lone parents have the lowest
stand ards of living in the UK and tend to live in the worst conditions.
Couples with no children are the best off.

There are, though, subtle but important differences in the incidence,
and hence in the risk, of experiencing multi-dimensional, as opposed to
income, poverty. These are revealed when the relative risk of poverty is
considered, as in Table 3.3. This shows that relative to the average, lone
parents and single non-elderly people are much more prone to experience
multi-dimensional poverty than income poverty. Whereas lone parents are
almost twice as likely to experience income poverty as other people, they
are nearly three times more likely than others to fall below the multi-dimen-
sional poverty threshold. The turnaround is even more marked for single
non-elderly people. Taking income alone, they are much less at risk of
poverty than other groups, whereas taking account of all the measured
dimensions of poverty they are somewhere between 25 per cent and 50
per cent more likely to be poor than the average person. 

Table 3.3 also reveals that the relative risk of poverty changes slight-
ly as the level of the multi-dimensional poverty threshold is raised from a
strict or severe definition to a less severe one. The relative risk of a lone
parent being poor falls as the threshold is raised, while that for single peo-
ple, both elderly and non-elderly, increases. This suggests that the sever-
ity of multi-dimensional poverty is generally greater for lone parents than
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Table 3.3

Relative risk of poverty for selected household types

Multi-dimensional poverty Income poverty

Severe1 Moderate2 Less 60% median
severe3 equivalised 

household 
income

Single, non-elderly 154 144 127 86

Single, elderly 138 150 150 145

Couple, no children 69 72 77 52

Couple, dependent children 100 100 100 97

Lone parent, dependent children 277 267 223 197

All households 100 100 100 100

1 80% of the median Poverty Index score

2 85% of the median Poverty Index score

3 90% of the median Poverty Index score



for the other two groups, which tends to support the Government’s pol icy
focus on lone parents. 

To recap, our analysis confirms the theoretical proposition that, while
income poverty is important, it fails fully to encapsulate what it means to be
poor. Moreover, taking account of the non-financial dimensions of poverty
reveals that the risk of poverty faced by non-elderly single people is under-
stated when an income definition is used, while both the risk and severity
of poverty experienced by lone parents is also downplayed.

Conclusions

It has long been argued that poverty is an inherently multi-dimensional con-
cept and that reliance on one-dimensional measures can be misleading.
However, it has hitherto proved impossible to devise multi-dimensional
measures that are stable over time and which thereby facilitate the accu-
rate measurement of trends in the poverty rate, a necessary requirement if
the effects of anti-poverty programmes are to be assessed. Above, we
have demonstrated that it is possible, through the application of structural
equation modelling, to create multi-dimensional indicators without the
usual drawbacks. It is also proved possible to disaggregate the con tri -
bution of the individual components to the overall trend, thereby isolating
the effect of single dimensions while holding other components con stant. 

While we have been able to specify the dimensions of poverty, at
least within the limitations of the available data, based on our under-
standing of the literature, it is through the empirical analysis that we have
been able to specify the relative importance of each in shaping the over-
all experience of poverty. We discovered, as one might expect, that finan-
cial pressure lies at the heart of poverty, but importantly also that the effect
of low income is mediated through short-term financial stress and longer-
term material deprivation, with the former being almost twice as important
as the latter. Environment emerges as the next most important dimension
of poverty (although data limitations meant that this could only be meas-
ured from 1997 onwards), followed by psychological stress and, less
important though still statistically significant, civic participation and social
isolation. It is worth noting, as an aside, that the methodology pursued
here represents a major advance on the combinatorial method recently
introduced by the Government to measure child poverty and which counts
people as poor if they are both income poor and experience material dep-
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rivation.17 The Government’s approach cannot adequately cope with the
phenomenon that a person might often appear poor on one index and not
on another, whereas we have been able to construct a single measure that
takes account of a person’s status on multiple dimensions of poverty,
each of which can be disaggregated. 

The decline in the Poverty Index between 1991 and 2003 was driv-
en by falls in material deprivation and more especially by reduced financial
stress, particularly during the early 1990s, a time when unemployment,
inflation and interest rates were all falling. It is at least possible that the
seeds of the current, so-called ‘credit crunch’ were sown at this time, with
people unwittingly taking on commitments that were unsustainable, given
their long-term earning power in the context of as yet unappreciated risks
such as pregnancy and relationship breakdown. Further work to investi-
gate this possibility would certainly be justified.

Interpretation of the decline in material deprivation is complex
because the commodities included in the Index were fixed in 1991 (or
1997 with the inclusion of cable and satellite TV). Many of these items
have become much cheaper and more widely diffused now than they
would have been in 1991, with the result that one would expect the mate-
rial deprivation based on these items to fall naturally during the subse-
quent 13 years. The implication is that, while in absolute terms the poor
have become better off in that they possess more of the indicator items,
they may still be experiencing relative deprivation in not having access to
items that have subsequently become socially essential, such as a mobile
phone. Significantly, psychological strain, social isolation and civic partici-
pation persisted at similar levels throughout the 13 years, suggesting that
financial improvements in people’s lives may not immediately negate the
exclusionary aspects of poverty. 

Finally, following others, we have demonstrated that income is only
rather weakly associated with the other generally accepted manifestations
of poverty.18 Not only is this consistent with Ringen’s theoretical argu-
ments, it underlines the need to take a multi-dimensional approach seri-
ously, not least because income measures can be misleading in the
groups that appear to be most at risk of poverty. 
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Four
The dynamics of 
multi-dimensional poverty

Introduction

We saw, in the previous chapter, that poverty fell throughout the period
1991 and 2003, which means that significant numbers of people moved
out of poverty. Indeed, in reality many more people will have escaped from
poverty than is suggested by the fall in the poverty rate from 27.5 per cent
to 23 per cent. This is because, while some people left poverty, others will
have become poor for the first time and yet others will have moved in and
out of poverty on several occasions. It is now widely recognised that it is
just as important to study these poverty dynamics as it is to measure
poverty rates. However, most studies of poverty dynamics have con-
cerned income poverty and little is known about the dynamics of poverty
when it is defined in multi-dimensional terms. 

Moreover, previous studies of dynamics have tended to focus on
estimating the duration and number of spells of poverty experienced by
people over comparatively short periods of time. This chapter takes a
much longer-term view of poverty and uses methods that seek to explain
the determinants of poverty trajectories followed by individuals over 14
years (and measured in a multi-dimensional fashion).1 This analysis allows
for a deeper understanding of the processes that shape people’s experi-
ence of poverty over substantial portions of their lives, which in turn can
be used to inform thinking about policy options. 

It is the increasing availability of longitudinal data, most notably the
UK cohort studies and the British Household Panel Survey (BHPS), which
has made possible the study of poverty dynamics.2 The studies have
dem on strated that poverty is much more widespread than indicated by
cross-sectional statistics, but also that it is more complex. Few people are
per ma nently poor, but many experience repeated spells of poverty.
Transient, recurrent and permanent poverty may differ in kind, in their
effects on the individuals involved and in their consequences for society as
a whole. The risk events associated with poverty are more prevalent than



actual spells of poverty, which suggests that social structures, and indi-
vidual agency and government policies may protect some people against
the onset of poverty. 

In Chapter 3 we used the BHPS to track long-term trends in the
multi-dimensional Poverty Index. In this chapter, we use the same data to
explore individual histories over the same time period (1991 to 2003) and
to investigate the inherent causes or determinants of poverty from a multi-
dimensional perspective. By adopting a long-term perspective we identify
the factors that trigger sustained downward trajectories into poverty (or
long-term moves out of poverty) rather than the episodic events which,
though important in the short term, may have consequences that evapo-
rate quite quickly. We also explore which social groups risk experiencing
long-term poverty, with a view to thinking about the targeting of preventive
interventions.

Policy targeting in the UK

As already discussed, the current Labour administration has focused par-
ticular attention on child poverty in Britain and pledged to eradicate it by
2020. Policy continues to evolve rapidly, but the steps the Government
believes to be necessary to reduce child poverty, as set out in The Child
Poverty Review in 2004, remain relevant:3

• Increase employment opportunities, raising incomes for those who can
work.

• Increase support for those who cannot work.
• Improve the effectiveness of public services that tackle material depri-

vation, for instance, housing and homelessness.
• Improve those public services – for example, education, that can con-

tribute most to increasing the future life chances of children in house-
holds with low incomes, and ensure public services and the welfare
system work well together when families face crisis points in their lives.

• Improve services for children and their families living in deprived areas,
including targeted programmes.

This policy agenda is embedded in, and reflects, a broader policy thrust
with three key characteristics. The first is the strong emphasis on employ-
ment as the principal way out of poverty, leading to the sustained invest-
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ment in successive generations of welfare-to-work (or activation) policies,
designed to encourage an ever greater number of benefit recipients to
enter or return to work.4 A second characteristic, evident in the welfare-
to-work programmes, but also apparent more widely in government rhet-
oric, is the juxtaposition of rights and responsibilities. Sometimes these
notions are conflated as they are in the context of poverty and employ-
ment; while it is presumed to be the right of anyone to expect a minimum
standard of living, it is also presumed to be an individual’s responsibility to
seek gainful employment in order to meet that end. A third feature, corre-
sponding with the first two bullet points above, is a strong emphasis on
helping families (single parents in particular) financially by means of the tax
credit and benefit systems.5

While the Conservative opposition shares the Government’s ambi-
tions on child poverty, its policy perspectives (insofar as they can be ascer-
tained) are rather different. However, they have made clear their belief in
the need for a stable family environment (by which is generally meant a
two-parent family) in order to fight child poverty. Their proposals empha-
sise help for couples with children and encouraging couples to stay to -
geth er as a family unit as a means of alleviating the risks to children.6

This policy context helps shape our analysis of poverty dynamics
since the longitudinal panel data at our disposal allows us to explore the
impact of employment, labour force status and family circumstances –
and changes in these factors – on our multi-dimensional indicator over the
long term. This approach strikes us as being particularly apposite, given
the difficulty of reaching the child poverty targets under current fiscal con-
ditions.7

Because of data limitations, it is more difficult to assess the impact
of government services, education and housing in the same way. For
example, we know that many poor families are homeless or live in tempo-
rary accommodation, but these people will not be picked up adequately
in our data. Furthermore, the long-term impacts of education reforms on
a child’s future chances are also difficult to measure and beyond the
scope of the present work.

Modelling poverty experiences over the long term 

The approach that we adopt in the analysis is called ‘latent growth mod-
elling’. In essence, a latent growth model takes a repeated measure of an
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indicator, such as our Poverty Index, and creates two measures that sum-
marise the level and the trajectory of the indicator for every individual in the
sample. Each individual in the analysis can be thought of as having a
baseline score measured by the indicator (referred to as the intercept) and
a trajectory representing how the individual’s score generally changes over
time (usually referred to as the slope). 

In our case, the Poverty Index was measured at two-year intervals
between 1991 and 2003 and a latent growth model applied measuring the
change in our Index over this period. The estimation of the intercepts gives
us a measure of the long-term, baseline severity of poverty for each per-
son in the sample, while the slopes provide measures of the long-term
poverty trajectory of every individual. Figure 4.1 shows some hypothetical
cases of individuals with different intercepts and slopes related to the
Poverty Index measured between 1991 and 2003 in the BHPS. An indi-
vidual with a high intercept value generally experiences deep or severe
poverty over much of the time period. Individuals with a high positive or
negative slope value tend, respectively, to become worse or better off.

Taking this modelling a stage further, we can explore the significant
determinants of individuals’ poverty baselines and trajectories while simul-
taneously taking many things into account. We can also investigate
whether particular circumstances or events trigger a move in or out of
poverty or a change in the severity of poverty. In the long run, it is possi-
ble that this approach could assist in the fight against poverty by enabling
the relative significance of various triggers of poverty to be assessed and
by helping target support and assistance to people at risk of long-term
poverty. 

We estimated two models for people of working age. The first
explored the characteristics of individuals and households that might be
thought to make them more or less prone to poverty. Some characteris-
tics that do not change, gender for example, were measured only once at
the beginning of the study period but others were measured afresh in each
of the years studied. The second model added selected household events
to help isolate the significant triggers that might push a family or individual
over the edge into poverty.8

No statistical model is perfect and the variables available are fre-
quently depressingly imprecise, adding to the difficulty of choosing which
variables to include in the analysis and which to exclude. Our analysis was
no different. Among the individual and household characteristics that we
included were gender and ethnicity, occupation, employment status and
family situation (Table 4.1). Full-time occupation was disaggregated into
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six status categories, ranging from semi and unskilled work to profession-
al, while part-time employment was separated into just two types (higher
and lower status9). People not working were divided into those who were
unemployed, carers (a person who is not working, but not looking for work
because of other family circumstances), and those who were long-term
sick or disabled. A variable was also included to indicate whether the per-
son had a partner who was employed. Family circumstances were repre-
sented as one of six states corresponding to various stages in the life
history of a family: single people, couples with no children, couples with
dependent children, couples with non-dependent children, lone parents
with dependants and lone parents with non-dependants. In order to
explore the impact of changes in household composition that might act as
triggers to induce spells of poverty, we included simple changes in the
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Figure 4.1

Hypothetical examples of poverty trajectories using the latent

growth model

A represents a person who starts off poor but gradually gets better off

B represents someone whose poverty stays the same throughout the observation period

C represents someone who descends into poverty
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family situation alongside the occupation and employment variables rather
than family status per se. Specifically, we examined the impact of increas-
es in the number of dependent children, the separation of couples and
family formation – ie, the transition from being a single adult household to
sharing a household with a partner.

The results of the analysis are presented in Tables 4.1 and 4.2. The
presence of a ‘+’ or ‘–’ sign in the tables indicates a statistically significant
change in the Index across all or most of the period under observation
(1991 to 2003). Thus, a ‘+’ indicates a significant increase in people’s
Poverty Index score (and therefore an increase in the severity of their
poverty) and a ‘–’ indicates a reduction in the Index and hence in the
severity of poverty. While we examined both the severity of poverty expe-
rienced by people and their trajectories, our results are largely concerned
with the former. This is because, for the most part, the variables consid-
ered did not significantly affect trajectories in the same way as they helped
to explain differences in the severity of poverty. However, it should be
remembered that the models used separate the effects the variables have
on the severity of poverty from the effects they have on movements in and
out of poverty.

Understanding long-term poverty

The analysis confirms that full-time employment serves as a very strong
defence against poverty, which is, of course, consistent with the Gov ern -
ment’s emphasis on welfare-to-work programmes. Moreover, as one
might have expected (although it is not shown in the tables), the degree of
protection increases with the status of the employment: people in profes-
sional and managerial employment have much lower Poverty Index scores
than skilled manual workers who, in turn, have lower scores than semi and
unskilled workers. Having two people in a family working also has a very
strong protective effect with very few such families falling below the pover-
ty line in any of years covered by the study.

However, part-time employment in itself generally offers very little
protection against poverty over the long term. Only when the higher-
status part-time occupations are broken down into more detailed cate-
gories does it become apparent that managerial and professional posi-
tions have a downward influence on the Poverty Index. Having a routine
and unskilled part-time job had no significant effect at all on the Poverty
Index in many of the models that were explored. Being unemployed
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though, or being a carer or having long-term illness or disability, all signif-
icantly increase the risk of poverty over the long term, with unemployed
and disabled people being noticeably more disadvantaged than carers.

While some forms of employment protect against poverty, over 
the longer term certain types of household appear to be very exposed 
to multi-dimensional poverty, notably single people and lone parents
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Table 4.1

A model with gender, ethnicity, occupation, employment status and

household type 

Female +

Non-white +

Employment:

Full-time professional/manager –

Full-time routine white collar –

Full-time self-employed –

Full-time personal service –

Full-time foreman/technician –

Full-time skilled manual –

Full-time semi and unskilled –

Part-time higher-status job –

Part-time lower-status job –

Unemployed +

Carer +

Long-term sick/disabled +

Partner employed –

(Base: relative to other unoccupied categories)

Household type:

Single adult +

Couple ns

Couple + dependent children ns

Couple + non-dependent children ns

Lone parent + dependent children +

Lone parent + non-dependent children + from 1999 onwards

(Base: relative to other household types)

+ indicates a significant positive effect

– indicates a significant negative effect

ns indicates not statistically significant



(whether with dependent children or not). Moreover, relationship break-
down and associated separation very significantly increase the chances
of suffering from severe poverty in the longer term for both partners, with
the increased risk being considerably greater for women than for men
(Table 4.2). Perhaps a little surprisingly, forming a partnership does not
seem to alter the long-term risk of poverty, while having more children only
seems to have had an effect – to increase the likelihood of poverty – since
1997, which may be a reflection of changes to child benefit and the intro-
duction of tax credits, which increased payments to first children relative
to others. 
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Table 4.2

A model with gender, race, occupation, employment status and

household events triggering change

Female +

Non-white +

Employment:

Full-time service class –

Full-time routine white collar –

Full-time self-employed –

Full-time personal service –

Full-time foreman/technician –

Full-time skilled manual –

Full-time semi and unskilled –

Part-time higher status –

Part-time lower status ns

Unemployed +

Carer +

Long-term sick/disabled +

Partner employed –

(Base: relative to other unoccupied categories)

Household event:

Increased number of children         + from 1997 onwards

Couple separation +

Couple formation ns

+ indicates a significant positive effect

– indicates a significant negative effect

ns indicates not statistically significant



Finally, gender and ethnicity appear to have a significant impact on
the risk of experiencing poverty over the long term, even after account 
is taken of differences in household type, occupation and household
changes. Not being white in Britain during the 1990s and early 2000s car-
ried a major penalty in terms of the increased risk of poverty, one that was,
in fact, three times greater than that associated with being a woman. Both
being non-white and being a woman increased the risk of severe poverty,
but neither affected the likely trajectory out of poverty once other factors
had been taken into consideration.

To summarise, the groups who seem to confront the highest long-
term risk of poverty are:

• single people;
• lone parents;
• people who are not working (especially when unemployed, or sick or

disabled);
• people working in low-status occupations (typically attracting lower

wages and offering less advantageous terms of employment), espe-
cially if part time;

• people from households in which a couple has recently separated;
• women;
• people from minority ethnic communities.

Family or employment?

To return to the policy focus on employment and on the family, the first
thing to note is that, although employment generally serves to lower the
risk of experiencing poverty, lone-parent families and single childless peo-
ple are still much more prone to poverty than other types of family, even
when differences in employment are taken into account. In order to assess
the extent to which employment can lower the risk of poverty for these
two relatively disadvantaged groups, it is necessary to return to the statis-
tical models and to compare the size of the relevant co-efficients (Tables
4.3 and 4.4). To make comparison easier, the numbers are standardised
to show the relative effect of the various individual and household charac-
teristics on the multi-dimensional Poverty Index. To simplify matters still
further, the figures are shown are for the latest year only (2003), although
these are generally representative of all the years studied.10

From Table 4.3 it can seen that the two largest positive coefficients,
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signifying an increase in the risk and severity of poverty, are both associ-
ated with being a lone parent, either with or without dependent children.
Moreover, there is only one negative coefficient of similar size, namely that
associated with ‘service class’ employment, which covers managerial and
professional occupations. What this means is that the risk of severe pov -
erty associated with being a lone parent can only be offset if the lone par-
ent secures full-time employment in the most prestigious and lucrative
kind of occupation. Self-employment and full-time employment in semi
and unskilled occupations lower the Poverty Index, as does part-time
employment in higher-status occupations, but not by nearly enough to
alleviate the pressures of being a single parent. Personal service occupa-
tions and part-time lower status occupations make hardly any difference
at all. 

Therefore, employment offers no guaranteed pathway out of pover-
ty for lone parents; only full-time employment in the best of jobs can
achieve this. Moreover, the fact that lone parents remain substantially dis-
advantaged, even when their live-in children are supposedly financially
independent, points to the need to take more account of the long-term
consequences of lone parenthood. The impact of relationship breakdown
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Table 4.3

Selected impact size relating to 2003

Full-time service class –0.240 (ns)

Full-time routine white collar –0.130 (ns)

Full-time personal service –0.047 (ns)

Full-time self-employed –0.143 (ns)

Full-time foreman/technician –0.146 (ns)

Full-time skilled manual –0.130 (ns)

Full-time semi/unskilled –0.116 (ns)

Part-time high status –0.140 (ns)

Part-time low status –0.005 (ns)

Single 0.106 (ns)

Couple, no children 0.000 (ns)

Couple, dependants 0.079 (ns)

Couple, non-dependants –0.002 (ns)

Lone parent, dependants 0.229 (ns)

Lone parent, non-dependants 0.257 (ns)

ns = not statistically significant



and separation on the risk of poverty is evident from Table 4.4. Separation
significantly increases the size of the Poverty Index, irrespective of occu-
pational status and it would seem that even the most prestigious employ-
ment cannot fully offset the increased risk of poverty over the longer term.
On the other hand, employment does appear to offer single childless
adults substantial protection against poverty, but for most part this would
entail a person securing a full-time job.

Conclusions

Whereas in the previous chapter we documented national trends in the
multi-dimensional poverty rate between 1991 and 2003, in this chapter we
have focused on individual trajectories over the same period and sought
to identify events and characteristics that might make individuals more
prone to poverty over the long term. In so doing, our approach has been
influenced both by the belief among policy makers that employment offers
the best route out of poverty and by the increased attention being paid by
the official opposition to the family as a defence against poverty. Our con-
clusions are that, while employment is important, it is not a universal
panacea, and that, although family breakdown is a major cause of pover-
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Table 4.4

Selected impact size relating to 2003

Full-time service class –0.242 (ns)

Full-time routine white collar –0.137 (ns)

Full-time personal service –0.043 (ns)

Full-time self-employed –0.145 (ns)

Full-time foreman/technician –0.166 (ns)

Full-time skilled manual –0.128 (ns)

Full-time semi/unskilled –0.112 (ns)

Part-time high status –0.141 (ns)

Part-time low status –0.012 (ns)

Increased number of children 0.096 (ns)

Couple separation 0.347 (ns)

Couple formation 0.004 (ns)

ns = not statistically significant 



ty, there is little evidence that family formation or reconstitution does much
to lift individuals out of poverty over the longer term. 

The consequences of relationship breakdown and separation in
increasing the susceptibility to multi-dimensional poverty are very marked,
affecting, as they do, both men and, particularly, women. Moreover, given
that our observations were necessarily spaced at two-year intervals, we
will have missed many of the short-term effects of separation on poverty,
while demonstrating that the impact is sustained over considerable peri-
ods. Indeed, the finding that lone parents are still massively at risk of
poverty even after their children have notionally attained financial inde-
pendence underlines the long-term consequences of relationship break-
down. Furthermore, as we show in the next chapter, a stable home
environment is one of the key determinants of child wellbeing along a
number of dimensions. 

Unlike studies in the United States, we did not uncover evidence of
symmetry in the dissolution and formation of relationships.11 It does not
seem that in Britain it is generally possible to ‘marry’ one’s way out of
poverty by partnering, at least not as evidenced by the period between
1991 and 2003. New unions that were formed appeared to have no sig-
nificant effect on the risk of poverty for either of the individuals involved.
Therefore, while in policy terms it might be possible to prevent occur-
rences of poverty by reducing relationship breakdown (although how this
would be done, and with what other consequences, is unclear), there is
no basis for believing that encouraging partnering or marriage would have
much impact on the long-term poverty rate. On the other hand, it is clear
that, despite all the policy innovation witnessed during the 1990s and early
2000s, lone parents remain very susceptible to poverty over long periods
and, hence, that new policy thinking is required. 

Policy thinking to date has focused largely, if not exclusively, on
employment as a bulwark against poverty. Self-evidently, paid work can
make a real difference, although its effect on the various dimensions of
poverty is likely to vary both in timing and in degree. Moreover, employ-
ment alone seems insufficient to lift most lone parents out of long-term
poverty. This is because only full-time employment in a high status job is
likely to generate the resources necessary to compensate for the losses
due to relationship breakdown and the costs of lone parenthood. The low-
skilled, low-paid employment generally available to lone parents proves
likely to be of real benefit only if it proves to be stable and to be a step-
ping stone to better long-term prospects – the exception rather than the
rule, given that low-skilled and personal service jobs tend to be low paid,
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temporary and inherently unstable. It is not surprising, therefore, that a sig-
nificant number of participants in the New Deal for Lone Parents have
moved into poor quality employment, with high exit rates and quite rap idly
returned to benefits.12

Finally, two other results are worth underlining. First, to be single
and alone is not necessarily to be poor, but the risk of people with these
characteristics experiencing multi-dimensional poverty over the longer
term is noticeably higher than for most other groups. The vulnerability 
of this group has been noted in the context of cross-sectional measures
of poverty and at various times they have been a policy priority. Alongside
tackling child poverty, policy makers should be concerned about the 
living conditions and health of working-age adults living alone without 
children. 

Secondly, our analysis hints at the probable continued existence of
discrimination in relation to gender and ethnicity. Certainly, like income
poverty in the here and now, multi-dimensional poverty observed over
long periods is contoured by ethnicity and gender. 
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Five
Children’s experience 
of poverty 

In Chapter 3 we not only showed that it was technically possible to cap-
ture the complexity of poverty as adults experience it but also that the inci-
dence of poverty measured in this way declined noticeably between 1991
and 2003 in both absolute and relative terms. The fall was initially driven
by a drop in the level of financial stress, people’s ability to cope financially
and, subsequently, by falls in material deprivation as goods became rela-
tively cheaper. Incomes rose, but respondents’ rounded experiences of life
improved even more, thereby lifting greater numbers of people above the
poverty line when measured in a multi-dimensional way than when meas-
ured by income alone.

The focus of attention shifts in this chapter away from adults to chil-
dren. We do not seek directly to measure the dimensions of childhood
poverty (although in Chapter 6 we investigate the wellbeing of children
based on questionnaires completed by young people aged 11 to 15).
Rather, we pay attention to children living in households headed by a per-
son with a multi-dimensional poverty score below the poverty threshold. It
is, of course, possible that some heads of household are both able and
choose to make sacrifices of varying kinds to ensure that their children do
not experience the full force of the household’s poverty.1 It may also be the
case that some children in apparently more prosperous households will
experience poverty either inadvertently through poor budgeting or as a
result of wanton neglect. However, logic suggests that the probability of a
child experiencing poverty is much increased if adults in the households
are themselves poor.

The extent of child poverty

It is widely recognised that children are more at risk of poverty than adults.
This reflects the fact that all children, other than the small number cared



for in institutions, live in families in which income has to be shared between
adults and children. Many adults – indeed the majority of adults – live in
households without children and so do not have to spend any of their
income meeting the needs of children. Since the main forms of income
(wages, investment income and certain benefits) are not determined by
household size or need, adults without children are typically better off than
adults with children and hence, parental sacrifice notwithstanding, better
off than children themselves. In addition, adults who manage to follow the
traditional career trajectory of rising incomes are likely to find themselves
with most income at the time when their children have left home and
ostensibly have become independent of parental resources.

The threshold for the multi-dimensional measure of poverty was
arbitrarily fixed at 25 per cent of adults in 1991 and this poverty rate fell
over time to 12 per cent in 2003 (Figure 5.1). The corresponding figures
for children were respectively 30 per cent and 13 per cent, indicating not
only that the incidence of child poverty fell as did that for adults, but that
the increased risk of poverty faced by children over adults was noticeably
reduced, from 20 per cent in 1991 to just 11 per cent 2003. The good
news, then, is that multi-dimensional poverty among children fell at an
even faster rate than among adults.
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Figure 5.1

Poverty rates for children and adults
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When measured in relative terms, of course, the adult poverty rate proved
to be more stubborn, partly because of the well-documented increase in
inequality that occurred over the 1990s and into the first years of the twen-
ty-first century. Among adults, multi-dimensional poverty measured in a
relative sense2 fell from 19 per cent to 15 per cent between 1991 and
2003, whereas that for children fell markedly faster, from 26 per cent to 16
per cent. While the absolute poverty rates for adults and children tracked
each other downwards over the period, the relative rate for children
appeared to exaggerate movements in the adult rate. Relative poverty for
children fell very rapidly between 1991 and 1995 but, while the adult rate
remained more or less constant from then until 2001, that for children rose
until 1997, then hesitated, before falling sharply between 2001 and 2003.
This sharp decline, when absolute and relative poverty among children fell
at a similar rate, coincided with the maturation of a number of anti-child
poverty measures triggered by the Government’s 1999 commitment to
eradicating child poverty. Possibly reflecting the Government’s change in
emphasis, adult poverty – again measured relatively – scarcely changed
between 2001 and 2003, whereas the rate for children fell by 3.4 per-
centage points, or 17 per cent. 

The fall in relative child poverty identified by the multi-dimensional
measure was noticeably more than that registered by simple income-
based measures. So, while over the period 1991 to 2003, relative income
poverty fell by almost one-quarter from 28.6 to 21.6 per cent, multi-
dimensional poverty also measured relatively declined by nearly two-fifths
– from 26 per cent to 16.4 per cent. By looking at movements in the other
dimensions of poverty it is possible to understand why this should be so
(Figure 5.2). 

In 1991, as already noted, children faced a noticeably greater risk
than adults of living in households characterised by multi-dimensional
poverty. Figure 5.2 shows that they were also more likely to live in house-
holds with equivalent incomes below 60 per cent of the median and in
which the head of household reported financial stress, indexed by indebt-
edness and self-assessment of their financial circumstances. In the sub-
sequent 12 years, income poverty fell noticeably after an initial rise, while
financial stress declined earlier and progressed further, contributing sub-
stantially to the fall in the overall index of multi-dimensional poverty.
Families found it easier to cope financially in the early twenty-first century
than they had a decade or so earlier.

What was particularly noticeable in 1991, and remained true
throughout the period studied, was that children were very unlikely to live
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in households experiencing material deprivation. In part, this may point to
problems with the way in which material deprivation is measured – ie, by
the absence of consumer durables such as a washing machine, tumble
drier, central heating, CD player and personal computer. The data source,
the British Household Panel Survey (BHPS), does not include questions
asking respondents about whether they would like to own the consumer
durables they do not have, if they could afford them. It may be, therefore,
that the index of material deprivation partly measures consumption pref-
erences rather than hardship. 

On the other hand, the finding underlines the importance that par-
ents attach to consumer goods, such as washing machines and tumble
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Figure 5.2

Trends in the dimensions of child poverty

1991 1993 1995 1997 1999 2001 2003

P
ov

er
ty

 r
at

es
 (%

)

35

30

25

20

15

10

5

0

Income

Financial strain

Material deprivation

Psychological stress (GHQ)

Environment

Total Poverty Index



driers, that make servicing children’s basic needs more manageable, and
to letting children have access to electronic equipment that can provide
entertainment, education or both.3 As many as 76 per cent of single elder-
ly people fell beneath the deprivation threshold, which suggests both life-
cycle and a cohort dimension to material deprivation since many of the
products included in the index have been introduced as consumer prod-
ucts comparatively recently. Just 7.6 per cent of households with children
and 8.7 per cent of children as a whole were defined as being materially
deprived compared with 20 per cent of childless couples of working age.
This latter finding points not only to the additional costs that have come to
be associated with bringing up children, but also in social, if not absolute,
terms, to the extreme relative deprivation likely to be experienced by the
small number of children living in households without access to such social
necessities as central heating, a washing machine and a personal com-
puter.

Interestingly, children are marginally less likely to live in a household
in which the head reports symptoms of psychological stress. Whether this
is attributable to the beneficial mental health effects of being a parent or
due to selectivity, with less stressed people having, or being able to have,
children, is not discernable from the data. Analysis of the 1999 Poverty
and Social Exclusion survey, smaller in scale than the BHPS and less sta-
tistically robust, found that couple parents were no more or less likely than
other adults to exhibit symptoms of psychological stress but lone par ents
were more prone to report symptoms of depression than any other demo-
graphic group.4 This study also found that lone parents were more likely
than other adults to suffer from psychological stress but this was offset by
the mental wellbeing of couple parents and the fact that more children
lived with two adults than with a lone parent. 

While the 1999 Poverty and Social Exclusion survey focuses on
adults, Figure 5.2 concerns children and there is reason to believe that par-
ents with more than one child – in which children by definition are over-rep-
resented – exhibit less stress, being older, more experienced and less likely
to be a lone parent. What the 1999 Poverty and Social Exclusion survey
also cannot reveal is the change in the level of parental stress over time.
Figure 5.2 shows that, despite the strong contribution of psychological
stress to the overall measure of multi-dimensional poverty, the probability of
a child living with stressed parents did not decline systematically between
1991 and 2003 despite the marked fall in poverty. One conceivable expla-
nation is that psychological stress that is part of poverty is more a product
of relative, rather than absolute, differences in deprivation. So, for example,
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parents in poverty may be less stressed as a result of an absolute shortage
of money than by not being able to buy the latest toys for their children, or
to participate fully in social activities or live up to current expectations.

While environmental factors were important elements in the defini-
tion of multi-dimensional poverty, they are not included in the composite
poverty measure presented in Figure 5.2 because appropriate variables
were not carried by early waves of the BHPS. However, there was no fall
in the child poverty associated with environmental deprivation over the
period 1997 to 2003 for which data is available. Rather, it rose slightly and
then fell in almost exactly the same fashion as that associated with psy-
chological stress. This association may be coincidental, but equally it
might be that parents’ psychological stress is closely associated with
characteristics in the local environment or that trends in both are deter-
mined by another unmeasured influence, such as housing demand. 

What is clear, however, is that children are more at risk of experi-
encing poverty measured multi-dimensionally than are adults, but that the
poverty rate among children fell faster than for adults in the dozen or so
years to 2003. Moreover, it would appear that children are less exposed
to material deprivation than adults in general, possibly – if other studies are
taken as evidence – because parents seek to protect their children against
this kind of hardship, but maybe also because certain consumer durables
make parenting easier.

The risk of child poverty

Of course, studies of income poverty demonstrate that children are not all
equally at risk of poverty. The same is true of multi-dimensional poverty,
although the risk factors are by no means identical.

The risk of a child being poor varies according to age and house-
hold characteristics. To aid comparison, the average risk of a child being
poor in 2003 – 26 per cent – is set equal to 1.0 in Table 5.1. If the risk of
a child with a particular set of characteristics being poor exceeds the aver-
age, the value in the first column of Table 5.1 will be greater than 1.0.
Thus, it can be seen that the risk of a child being poor is slightly more than
doubled (2.04) if s/he happens to live a household in which no adult
works. However, the risk of poverty is even higher among children living
with lone parents, but greatest of all when the household head has a dis-
ability or long-term illness. 

Children’s experience of poverty 67



Comparing the first two columns of figures in Table 5.1, which
record the relative risk of multi-dimensional and income poverty, is very
instructive. To the extent that one accepts the argument that a multi-
dimensional measure provides a more accurate index of ‘true’ poverty,
focusing on income poverty serves significantly to distort the actual inci-
dence of poverty and could mislead those seeking most effectively to tar-
get assistance. The income-based measure exaggerates the risk of
pov erty faced by a child living in a workless household and those living in
social housing, compared with the more comprehensive index of multi-
dimensional poverty. So, whereas the income measure prioritises work -
lessness as a cause or correlate of child poverty, the multi-dimensional
measure underlines the importance of adult disability and somewhat
downplays the risk associated with living in social housing. 

Table 5.1

Risk of child poverty by household characteristic 

Relative risk Percentage change in the
2003 risk of poverty 1991–2003

Characteristic Poverty Income Poverty Income
Index poverty1 Index poverty1

Living with a lone parent 2.18 2.11 34.3 36.6

Living with sick/disabled head 
of household 2.41 2.39 46.8 25.2

Living in council housing 1.96 2.52 40.9 11.4

Living in housing association 
accommodation 1.76 2.44 45.1 –5.8

Living with a workless head 
of household 2.04 2.88 47.2 18.0

All children 1.00 1.00 24.5 36.9

1 Equivalised household income below 60 per cent of the median before housing costs

Table 5.1 also reveals significant changes in the incidence of child pover-
ty between 1991 and 2003 that again differ according to whether a nar-
row income definition of poverty or a multi-dimensional one is used. Taking
an income measure, the incidence of poverty has fallen most among chil-
dren living with lone parents or with a disabled head of household and
least among children living in social housing. Indeed, child poverty actual-
ly rose marginally among children in housing association accommodation.
This could be interpreted as a product of targeting benefits and employ-
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ment support to lone parents and disabled people. The multi-dimension-
al measures confirm the reduction in the risk of poverty among these
groups but indicate improvements of a similar, if not greater, magnitude
among children in social housing attributable to factors other than
increased income. 

Table 5.2

Risk of child poverty by demographic characteristics 

Relative risk 2003

Characteristic Poverty Index Income poverty1

Child aged 0–4 0.74 0.80

Child aged 5–11 1.13 1.11

Child aged 12+ 0.72 1.04

1 child in household 0.99 0.66

2 children in household 0.88 0.89

3 children in household 1.10 1.29

4+ children in household 1.61 2.17

All children 1.00 1.00

1 Equivalised household income below 60% of the median before housing costs

Two demographic risk factors – age and household size – are compared
in Table 5.2 and again their relative importance differs between the multi-
dimensional and simple income measures. Irrespective of the measure
used, primary school-aged children appear to be most at risk of poverty
while pre-school-aged children are less likely than an average child to live
in a poor household. However, the multi-dimensional measure suggests
that secondary school-aged children are noticeably less likely than
younger ones to experience poverty, while the income-based measure
does not. There are subtle differences too when considering family size.
Using an income measure, poverty increases with the number of children,
such that children with three or more siblings are more than three times
more likely to be poor than an only child. This differential proves to be
much less marked when the more comprehensive measure of poverty is
applied since, with this measure, the risk of a child being poor is lowest
when they have a single sibling. The suggestion here, then, is that the con-
sequences of needing to share a similar amount of income between a
larger number of individuals in large families is to some extent offset when
account is taken of other aspects of poverty. 
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Child poverty

The period 1991 to 2003 witnessed a steady and substantial decline in
child poverty, measured multi-dimensionally, from over 30 per cent to a lit-
tle more than 13 per cent. Much of this improvement occurred before
1999 when Tony Blair committed the Labour Government to the eradica-
tion of child poverty and, indeed, there is little evidence that the activities
of government made a difference until after 2001. 

As for adults, taking account of the many dimensions of poverty
proves instructive. It enriches understanding of the factors most likely to
be associated with child poverty – for example, adult disability increases
the risk of a child experiencing poverty more than worklessness, and large
family size proves to be less important than when account is taken of
income alone. It is also clear that, for whatever reason, children are better
protected against material deprivation than other aspects of poverty. Even
so, as explained in the next chapter, household poverty has a profound
negative impact on the wellbeing of children. 

Notes
1 It is also possible that adults in the household have human capital resources

suff ic ient to outweigh the poverty of the household head, although it should be

noted that the methodology adopted means that the household head is

assigned the appropriate equivalent household income.

2 See Appendix for a discussion of translating the Poverty Index into a relative

form.

3 J Bradshaw and others, Minimum Income Standards in Britain, Joseph

Rowntree Foundation, 2008

4 S Payne, ‘Mental Health, Poverty and Social Exclusion’, in C Pantazis, D

Gordon and R Levitas (eds), Poverty and Social Exclusion in Britain: the

Millennium survey, The Policy Press, 2006
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Six
Poverty and childhood 
wellbeing

We have seen how a multi-dimensional measure of poverty can enhance
our understanding of poverty and its dynamics. In this chapter we take the
multi-dimensional poverty measure a stage further by exploring the rela-
tionship between it and measures of childhood wellbeing.

Anti-poverty policy in Britain, the United States and much of Europe
is increasingly focused on child poverty.1 Among the many reasons for this
shift in emphasis is the evidence of the scarring effects of child pov erty on
adult outcomes, undermining the equality of opportunity that is meant to
underpin social justice, as proposed by the influential US phil osopher
John Rawls.2 However, there is growing concern in some quarters that the
future-orientated emphasis on children becoming adults neglects the
import ance of child wellbeing in the here and now.3 One consequence
may be to misdirect policy, prioritising instrumental measures while failing
directly to enhance the quality of childhood. This may curtail the chances
of a child in a low-income household enjoying a ‘good’ childhood, an
undesirable outcome in itself, but one that could also inhibit the develop-
ment of personal resilience needed to break the link between child pover-
ty and poor adult outcomes.

In Britain, the re-focusing of policy can be precisely dated to 18
March 1999 when the then Prime Minister, Tony Blair, delivered the annu-
al Beveridge lecture and announced the goal to ‘end child poverty’ within
‘a generation’. This important commitment was a late addition to a lecture
on social justice in which Blair reasserted his meritocratic, Rawlsian view
of justice, defined as equality of opportunity rather than equality of out-
come. The lecture was future orientated, borrowing the sound bite from
Gordon Brown, then Chancellor of the Exchequer, that while children
comprised 20 per cent of the population, they were ‘100 per cent of the
future’. Consistent with Blair’s concept of social justice as ‘a community
where everyone has the chance to succeed’, he committed the Govern -
ment to breaking ‘the cycle of deprivation so that children born into pover-
ty are not condemned to social exclusion and deprivation’. The speech



was followed by a blizzard of anti-child poverty policies and commitments
and the publication of an annual document against which performance
was to be assessed.4 Despite lukewarm public support for the policy,
political commitment to the anti-child poverty agenda has proved long-
lived and has also been endorsed by leaders of the political opposition.5

Much of the academic literature relating to child poverty in the UK
has focused on two issues. First, the identification of households where
risk is greatest and, second, the so-called ‘scarring’ of children and the
transmission of disadvantage into adulthood. With respect to the former,
the risk factors are now well established. Not surprisingly, poor children
are more likely to be found in low-income households, but also in: work-
less households; households receiving benefits; those in rented accom-
modation; lone-parent families; families with younger children; large
fam il ies and ethnic minority households. From a policy perspective, the
crucial issue is no longer that of identifying which children are most at risk
(though the previous chapter suggests some correctives), but rather map-
ping the pathways through which household poverty in all its manifesta-
tions affects children and their wellbeing. 

With respect to the second set of literature on scarring and trans-
mission, the impact of poverty on a child’s future life chances has been
extensively researched and summarised.6 Moreover, early analyses
caught the attention of Gordon Brown in late 1998 and may have influ-
enced the content of Blair’s Beveridge lecture.7 While this work is con-
vincing, there is comparatively much less literature relating to child poverty
in the here and now and its immediate impact on the life of the child.
Studies suggest a complex relationship between economic hardship and
child well being and that the latter may mediate the effect of poverty on
adult outcomes. Some British evidence points to children feeling embar-
rassed and socially excluded, seeing inequality as inevitable and educa-
tion futile,8 although other work shows children being variously oblivious
to their poverty, accepting of it or pestering hard for extra resources and
opportunities.9 At one extreme, children find themselves protected by par-
ents and other family relationships whereas, at the other, poverty may lie
at the root of abusive or ineffectual parenting.10 Similarly, school may pro-
vide a refuge and a potential means of economic escape or serve to trap
low-income children in a state of under-performance.11

Given this somewhat confusing picture of the way that household
poverty may or may not impact on the lives and wellbeing of children,
there is again a need to confront head on the complexity that is real life
and to use it to good effect with a view to informing policy. As it happens,
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variants of the same statistical modelling technique employed in Chapter
3, structural equation modelling (SEM), can be used to track the pathways
by which the various dimensions of poverty affect different aspects of child
wellbeing. Therefore, this chapter is devoted first of all to understanding
better the ways in which children in the ‘here and now’ are affected by the
poverty of the adults with whom they live. However, the same modelling
techniques also enable us to explore the likely impact of policies designed
to mediate the effects of poverty on child wellbeing. 

The measurement of poverty and child wellbeing

As poverty is multi-dimensional, so too is child wellbeing. Four key dimen-
sions are suggested from the literature that could be measured with the
data available. ‘Home life’ is a measure of a child’s relationship with her/his
parents. ‘Educational orientation’ is a measure of how well the child is
doing at school. ‘Low self-worth’ is a measure of the child’s psychological
health, while ‘risky behaviour’ is an attempt to measure aspects of risk-
taking or anti-social behaviour. 

The data used was drawn from the 2001 wave of the British House -
hold Panel Survey (BHPS) for all households with children, after excluding
the small number headed by a person aged less than 18 or over 64. The
BHPS collects information on children in the sample households and,
importantly, all older children (those aged between 11 and 15) complete a
separate questionnaire (known as the British Youth Panel), which forms the
basis for the measurement of child wellbeing presented below. 

Adopting the same approach as to the multi-dimensional measure
of poverty, a model of child wellbeing was constructed using the variables
listed in Table 6.1 (see Figure 6.1).12 The basic model with four dimensions
was enhanced by including variables to take account of the gender and
age of the child and the score of the head of household on the Poverty
Index. It is important to realise that the measures of wellbeing relate only
to children aged 11 to 15 since we have no data for younger children. In
one sense, this is clearly a limitation. Indeed, because of the age range
one might be tempted to speak of ‘young people’ rather than ‘children’.
On the other hand, the data was obtained directly from the young people
themselves rather than being filtered through the perceptions of adults. 

As would be expected, the four dimensions of wellbeing are inter-
connected. So, as can be seen from Table 6.2, educational orientation is
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strongly associated with home life and negatively associated with low self-
worth and risky behaviour. Risky behaviour is in turn associated with low
self-worth. 

Consistent with previous literature, girls exhibit lower degrees of
self-worth than boys, but have a better educational orientation and a
greater involvement in home life (Figure 6.1). However, there is no signifi-
cant difference between girls and boys with respect to risky behaviour. On
the other hand, as children get older their propensity to engage in risky
behaviour increases, while their attachment to home life and their com-
mitment to education tend to diminish. 
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Table 6.1

Measuring child wellbeing: component variables

1. Home life is a measure of the child’s relationship with her/his parents:

• how much children talk to their parents;

• how much control parents exercise over TV;

• how much the family shares meals together.

2. Educational orientation is a measure of how well the child is doing at school:

• how much the child likes her/his teachers;

• whether the teachers ‘get at me’;

• general feelings about school;

• whether the child is doing well at school.

3. Low self-worth is a measure of the child’s psychological health:

• whether the child feels unhappy;

• whether the child has lost sleep;

• how useless the child feels;

• how much of a failure the child feels;

• whether the child feels no good;

• the extent to which the child feels lonely;

• the extent to which the child is left out of activities.

4. Risky behaviour is an attempt to measure aspects of risk-taking or anti-social behaviour:

• whether the child has ever been suspended from school;

• how often the child plays truant;

• how much experience the child has with smoking cigarettes;

• whether the child vandalises property;

• whether the child has friends who use illegal drugs (there is no direct question about the

respondent’s own drug use).
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Figure 6.1

A basic model of child wellbeing (arrows show significant impacts)
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However, the most striking finding is that poverty (measured by the com-
posite multi-dimensional Poverty Index) has a highly significant and detri-
mental effect on all four dimensions of child wellbeing: contributing to low
self-worth and risky behaviour while detracting from educational orienta-
tion and engagement in home life. Nonetheless, the impact of poverty on
each dimension of wellbeing is not uniform. Rather, the strongest negative
effect appears to be on home life, followed by that on educational orien-
tation. The impact on low self-worth and risky behaviour is less marked,
but still statistically significant. 

If, as we contend, poverty is multi-dimensional, one might expect
that the various dimensions of household poverty have a differential effect
on child wellbeing. This turns out to be the case. Since the Poverty Index
is a weighted sum of six sub-indices, it proved possible to establish which
dimensions of household poverty have a statistically significant impact on
child wellbeing (Figure 6.2). It emerges that financial strain affects all four
dimensions of child wellbeing, but that material deprivation is associated
with just two, increasing risky behaviour and negatively affecting home life.
The environment dimension of poverty, relating both to poor housing con-
ditions and a deprived neighbourhood, is associated with reduced quality
of home life, low self-worth and risky behaviour. However, the social isola-
tion of the head of household, sometimes interpreted as a measure of
social capital, has no bearing on any of the four indicators of child wellbe-
ing.

It is unlikely that all children living in poor families will be affected by
poverty in the same way. We know, for example, that parents often go
out of their way to protect children from the financial and social conse-
quences of poverty and that some parents may, for a variety of reasons,
be in a better position than others to do this. Within the severe con-
straints imposed by available data, an attempt was made to investigate
these mediating influences (summarised in Table 6.3). The effect of
household composition was explored by including a variable indicating
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Table 6.2

Correlations between the dimensions of child wellbeing 

Home life Educational Low self-worth
orientation

Educational orientation +0.54

Low self-worth –0.18 –0.36

Risky behaviour –0.63 –0.54 +0.22



whether the household was headed by a single adult and variables rep-
resenting the number of children in different age categories. Likewise, the
possible influence of the educational and employment and employment
status of the head of household was considered, as was the level of
income available.

The results show that the children in single-adult households are
less likely than others to eat or talk with their parent or to have their access
to television monitored – variables that relate to the home life dimension.
They are also more likely to engage in risky behaviour, but do not differ
from other children in terms of educational orientation or sense of self-
worth. In certain respects, therefore, the wellbeing of children in lone-par-
ent households may be compromised. This may possibly be because,
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Figure 6.2

How different aspects of poverty impact on aspects of wellbeing

Home life

Educational 
orientation

Low self-worth

Risky behaviour

Financial strain

Material 
deprivation

Psychological
strain

Poor environment

Social isolation

Civic participation

Positive relationship Negative relationship

Household Child



with just one adult, the total volume of care available is less in lone-parent
households. Certainly, the modelling indicated that the lower incomes of
lone-parent families do not account for the observed differences in child
wellbeing. The presence of other children or siblings also appears to have
no effect on children’s wellbeing.

The impact of poverty on child wellbeing seems to be influenced by
the employment status of the household head, but in complex ways.
Where the household head is unemployed, children are more prone to
engage in risky behaviour and to have a poor home life. On the other
hand, their educational attachment is unaffected as is their sense of self-
worth. Children brought up in households in which the head is economi-
cally inactive, which would include people who are disabled and for other
reasons not required to look for work, appear to be somewhat more
adversely affected in that they are disadvantaged on all four dimensions of
wellbeing. This difference may reflect the impact of long-term poverty on
children since this is more likely to occur among households headed by a
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Table 6.3

Effects of various factors on child wellbeing with various controls

in addition to age and gender of the child

Household Education Employment  Household 
composition of head status of head income

Significant impact on:

Home life –0.11 +0.23 –0.11 +0.16

(Single adult (Higher (Unemployed)

household) education) –0.11

(Non-employed)

Educational orientation ns +0.15 –0.10 +0.11

(Higher (Non-employed)

education)

Low self-worth ns ns +0.07* ns

(Non-employed)

Risky behaviour +0.09 ns +0.08 –0.09*

(Single adult (Unemployed)

household) +0.09

(Non-employed)

ns = not statistically significant

* = marginally significant at 5% level



person who is economically inactive, as unemployment is more typically
intermittent, and interspersed with periods of relatively greater prosperity. 

One might anticipate children of more educated parents would have
a competitive advantage over other children, certainly in terms of educa-
tional orientation and possibly in terms quality of home life. The evidence
is that this is the case for children in households where the head has
received higher education, meaning the negative effects of poverty on chil-
dren are mediated on these two dimensions of wellbeing. However, lower
levels of parental education do not appear sufficient to prevent the corro-
sive effect of poverty on child wellbeing, and even a higher level education
fails to inoculate children against the increased risk of low self-esteem and
of engaging in risky behaviour associated with living in poverty. 

To conclude, poverty not only scars children in the long term, as
demonstrated by earlier research, it also has negative consequences for
children in the immediate present. Moreover, the different dimensions of
poverty affect children in varying ways. Furthermore, the impact of pover-
ty on a child’s mental state is greater than the effect of low income alone,
significantly lowering her/his sense of self-worth, as well as the other
dimensions of wellbeing, in a way that income does not (Table 6.3). All this
points to the importance of relying on other policies as well as on cash
benefits to tackle the problem of child poverty and raises the possibility
that anti-poverty policies might be better targeted on particular aspects of
poverty in order to maximise their effect on child wellbeing. 

Potential policy implications of the model

In Britain, the Government’s determined assault on poverty has employed
a wide range of policy instruments. These have included a strong empha-
sis on help for families, including lone parents in particular, through the tax
credit and benefit system and a range of measures to break the inter-gen-
erational inheritance of poverty, ranging from investment in health and
schools to the provision of early years education, investment in deprived
communities and parenting support. However, the central thrust of policy
has been to encourage workless parents into employment while paying
somewhat less attention to other aspects of a child’s environment. But,
while child poverty has fallen, improvements have stubbornly been below
target and specific policies, such as the New Deal for Lone Parents
designed to encourage lone parents to take up employment, have some-
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times failed to provide the secure, well-paid employment necessary to lift
families out of poverty.13

Moreover, the indicators the Government has chosen to use to tar-
get policy and to measure its effectiveness (income and deprivation) have
proved problematic. Income measures show wide fluctuations over time
within households while low income, as we have shown, does not always
correlate very well with deprivation or with the other dimensions of pover-
ty which the government has largely overlooked. While the multi-faceted
nature of poverty has been acknowledged, its cumulative character has
hardly registered because of the use of a multiplicity of separate indica-
tors. 

In a context in which the Government seeks new policy instruments
in order to renew its commitment to reduce or eradicate child poverty, the
foregoing analysis points to the possibility that policies could, in principle,
be targeted on different aspects of household poverty to the benefit of the
current generation of children. For example, the analysis suggests that
improving the environment of children – both within and outside the house -
hold – may well have a greater overall impact on wellbeing than improving
material deprivation. Equally, if the goal is to enhance educational per-
formance, then alleviating financial strain and encouraging civic participa-
tion of parents may be important strategies since these appear to mediate
the effects of poverty on child wellbeing. On the other hand, the social iso-
lation of the head of household, often taken as a measure of social capi-
tal, seems to have little bearing on any of the four indicators of child
wellbeing.

The methodology presented above can be further exploited to
explore the likely impact on child wellbeing of policy options that succeed
in tackling the various dimensions of household poverty. By simulating
improvements of the various dimensions of poverty, it is possible to
assess the potential effect of successfully targeted policies on the child
wellbeing scores generated for the Youth Panel. Tables 6.4 and 6.5 pres-
ent the results of such simulations, showing the predicted consequences
for child wellbeing of changing the different components of household
poverty in the following manner:

• moving from a completely materially deprived to a fully-equipped
household;

• moving from a relatively frequent level of deprivation to no deprivation
(frequent deprivation refers to a household that does not have: a PC,
dishwasher, dryer, car, and cable/satellite TV, and that cannot afford
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holidays once a year, to replace worn furniture or to feed visitors once
a month);

• moving from the most intense financial hardship to none;
• moving from the worst housing to having no housing problems;
• moving from the worst kind of neighbourhood to one which has no

problems;
• finally, a combined effect of improved housing and neighbourhood

change (that is, our total environmental dimension). 

In order to ensure comparability, changes in each dimension of child well-
being are expressed as a percentage of a standard deviation, a common
metric like a universal thermometer. 

The aspect of child wellbeing that shows most potential improve-
ment as a result of reductions in poverty is family life (Table 6.4). Significant
improvements on family life could be achieved by tackling any of the
dimensions of child poverty, although by far the largest impact might
come from relieving financial pressure on families. Although small changes
in material deprivation have quite large effects on a child’s educational ori-
entation (possibly due to an improved infrastructure for learning within the
household), they have only limited impact on family life. Simultaneously
tackling the various dimensions of poverty could bring cumulative bene-
fits. So, the analysis suggests that improving both housing and neighbour -
hood conditions could have a marked influence on all four dimensions of
child wellbeing. The combined effect is to increase the quality of home life
by 41 per cent of a standard deviation and educational attachment by 26
per cent, while reducing risky behaviour and low self-esteem by 17 per
cent and 15 per cent of a standard deviation respectively.

Alleviating financial pressure would improve the quality of home life
by a very substantial 62 per cent of a standard deviation and diminish risky
behaviour by 25 per cent of a standard deviation. However, it is important
to recognise that alleviating financial pressure is more than just increasing
income, though this is critically important to it. When income alone is
increased and other aspects of financial pressure are held constant, the
impact on child wellbeing is much reduced (Table 6.5). Even lifting house-
holds with half median incomes up to the median only yields a 21 per cent
standard deviation increase in the quality of a child’s home life and an 8
per cent standard deviation reduction in risky behaviour. The logic, there-
fore, is that tackling poverty in the round is necessary to maximise the
benefits for children and that solely addressing income poverty is an inad-
equate response to the social problem represented by poverty. Again, this
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underlines the importance of using multi-dimensional poverty indicators in
any serious analysis.

Finally, we can use a similar methodology to investigate the impact
of changing employment status and household composition on child well-
being: two matters at the heart of current debates about addressing child
poverty (Table 6.6) The analysis indicates that changing the status of 
a household head from employment to unemployment has substantial
negative effects on a child’s home life, risky behaviour and educational ori-
entation – effects which, in the symmetrical world of cross-sectional mod -
el ling, could be reversed by policies that successfully help unemployed
people enter work. The implication, therefore, is that successful work 
activation programmes targeted at unemployed people could also have
beneficial effects for the children of those who successfully secure
employ ment. 

However, the differential effects of changing status from employ-
ment to unemployment or to non-employment suggest that the current
UK policy of extending the coverage of such schemes to the economical-
ly inactive, including lone parents and disabled people, could have a
noticeably more limited positive effect. Certainly, the impact of the differ-
ence between employment and non-employment on home life and
engagement in risky behaviour is much less than that associated with the
difference between employment and unemployment. On the other hand,
policies targeted at the economically inactive might, if successful, addi-
tionally contribute to a child’s sense of worth, something that the model-
ling predicts is unlikely to happen when an unemployed person gets a job.
This, in turn, could suggest that young people see job search as a mani-

Poverty and childhood wellbeing 83

Table 6.6 

Impact of moving from various household states on child wellbeing

after controlling for gender and age (numbers refer to change in

the % of a standard deviation)

Loss of an  Becoming a Household Household
adult from one-parent head moves head moves

the household household from employed from employed 
to unemployed to non-employed

Home life –1% –35% –62% –34%

Educational orientation +6% –11% –38% –31%

Low self-worth –2% +12% –1% +19%

Risky behaviour +3% +23% +38% +23%



festation of an adult’s positive work ethic (and not just employment) and
gain emotional sustenance from it.

The modelling indicates that a reduction in the number of adults in
a household has little effect on child wellbeing, but that the difference
between a multiple adult and a lone-parent household is marked. The
largest detrimental effect associated with a child living with a lone parent
is on home life (reducing it by 35 per cent of a standard deviation), but
there are also associated increases in risky behaviour and, to a lesser
extent, increases in low self-worth and decreases in educational orienta-
tion in lone-parent households. This finding reflects the earlier observation
that household structure is important in mediating the impact of the vari-
ous dimensions of poverty on child wellbeing. It also chimes well with the
policy attention being given by the British Conservative opposition to ways
of supporting the traditional two-parent nuclear family. Whether it would
prove possible to reverse the demographic momentum towards cohabi-
tation and lone parenthood is a moot point, although there is little evi-
dence that the sustained attempts to do so in the United States have
proved very effective.14 Thought, nevertheless, needs to be given to poli-
cies that would counteract the apparent negative consequences of grow-
ing up in a lone-parent family. Our analysis suggests that strategies that
rely on increased income alone and ignore the role of other supports are
unlikely to prove to be successful. 

Conclusions

While not wishing to ignore the importance of research demonstrating that
poverty can scar children for life, attention has been drawn to the com-
plementary need to focus on the effects of poverty on children in the here
and now. The analysis shows that, other things being equal, children who
are poor are more likely than others to report having a difficult home life,
to have negative attitudes towards school, to feel isolated and anxious
and to engage in anti-social and risky behaviour. Perhaps even more
importantly, the research demonstrates that household poverty compris-
es different dimensions and that each has different effects on the four
aspects of child wellbeing that have been captured with the data available. 

For example, it seems clear that where adults are not succeeding
well in making ends meet, this has significant effects on all aspects of a
child’s wellbeing. Moreover, the associated psychological problems that
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many adults experience when poor independently impact on a child’s
mental wellbeing, their chance of engaging in risky behaviour and, per-
haps not surprisingly, on their reports of the quality of their home life.
Likewise, poor housing and unsatisfactory local environments exert their
toll. It is clearly important, therefore, to recognise that poverty adds signif-
icantly to pressures in children’s lives and directly diminishes the experi-
ence of childhood. It also seems likely that differentiated policy
instruments will be required to ameliorate the impact of different dimen-
sions of poverty on each element of child wellbeing. 
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Seven
Multi-dimensional poverty
and policy 

We began this book by acknowledging that poverty is thankfully now high
on the political agenda. The importance attached to child poverty and the
progress made in tackling the poverty of families with children are undis-
puted, although much more still needs to be done if Blair’s bold target to
eradicate child poverty is to be achieved. Moreover, writing in a world that
is being buffeted by financial storms with rising unemployment and a
housing market in crisis, the future is very uncertain.1 Nevertheless, the
Government appears to be still committed to meeting its targets. At the
2008 Labour Party conference, Prime Minister Gordon Brown proclaimed
that child poverty ‘demeans Britain’ and reaffirmed his party's pledge to
halve child poverty by 2010, and ultimately to end it completely,2 despite
the fact that child poverty is now on the rise again.

The Conservatives – who before the so-called ‘credit crunch’ and
the ensuing crisis looked set to take power after the next general election
– are also committed to tackling poverty. Notions of poverty, fairness and
the gap between rich and poor have now become part of the lexicon of
the official opposition, although their emphasis in terms of solutions is
often slightly different. This is a far cry from the days of Thatcherism, when
poverty was an unspoken word and so-called ‘genuine’ poverty had sup-
posedly all but been eradicated. In 2006, Oliver Letwin committed the
Conservatives to upholding Labour’s targets on child poverty, but it
remains to be seen whether this commitment will make its way into the
manifesto at the next general election.3

Complexity

Poverty is still often measured in terms of a lack of income. This is not only
a form of simple shorthand for there is a strong underlying historical ration-
ale as noted in Chapter 2. In the nineteenth century, the interest of social



reformers in measuring poverty was based on moral rather than scientific
values in that they wanted to mobilise support for the cause by the most
direct route possible. This goal demanded that they demonstrate that
poverty was due to a person’s lack of resources rather than to reckless
expenditure, hence their focus was on establishing how much income
poor people had in relation to the income required to attain a decent stan-
dard of living.

However, to focus only on income poverty is to misunderstand the
true multi-faceted nature of poverty and the complexity of poor people’s
lives. It can also lead to wrong conclusions about the incidence, causes
and consequences of poverty as we have repeatedly demonstrated
throughout this book. Such misconceptions can, in turn, result in poorly
targeted and ineffectual policies. Even if income poverty is reduced within
a household, this does not immediately lead to a cessation of the other
problems associated with limited financial resources. It takes time after a
prolonged period of low income to replace worn-out durables and recov-
er from material deprivation, to overcome low self-esteem and improve the
immediate home environment. For a substantial period, the household is
also likely to remain vulnerable to repeated spells of financial hardship. 

The complexity of poverty is an enduring problem for policy makers.
The diversity of poverty experienced by different segments of the popula-
tion makes simple solutions hard to find. We have sought to understand
the relative weight of different dimensions of poverty using statistical tech-
niques that can cope with this complexity and by exploring detailed and
comprehensive longitudinal data. In this way, we have begun to be able to
isolate those dimensions of poverty that are the most salient for the indi-
viduals and families affected and to explore the interrelations between
these different aspects of poverty over quite a long period of time. The
sophisticated statistical techniques employed allow us to measure com-
plex and inherently difficult to observe phenomena associated with being
poor and help us to separate the wheat from the chaff in terms of what is
relevant and what is not. The same techniques could be used to assist in
the design and targeting of policy.

Our approach has enabled us to isolate various dimensions of the
problem: namely financial strain, material deprivation, social isolation, civic
participation, the environment and the psychological strain associated with
poverty. Some of these dimensions are more tied up with each other than
others. For example, not surprisingly, there was a strong association
between financial strain and material deprivation (but they still emerged as
separate dimensions in their own right). The approach also validated the
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notion that there is an ordered pyramid of concepts of increasing impor-
tance when seeking to measure and better understand poverty. Never -
theless, many dimensions play a role in shaping the overall experience of
poverty and the relative strength of these dimensions changes over time.

The summary measures of poverty that combine the various dimen-
sions into a single index also have several advantages over other indica-
tors in common use. It has previously proved nigh on impossible to devise
multi-dimensional measures that are stable over time and which thereby
facilitate accurate measurement of trends in the poverty rate. This is a fun-
damental requirement if the effects of anti-poverty programmes are to be
assessed. The poverty indices we devised overcome many of measure-
ment problems of other approaches and do not suffer wide fluctuations
from one year to the next. Moreover, our approach is a significant advance
on the various methods used up to now which cannot adequately cope
with the situation where a person might appear poor on one index and not
on another. It is, though, limited by available data appertaining to the var-
ious dimensions of poverty.

The substantive findings demonstrate that poverty, measured as a
multi-dimensional concept, fell throughout the 1990s and early 2000s
without a marked turning point associated with the election of the New
Labour Government in 1997.4 This was true of both absolute and relative
measures. The decline was mainly driven by falls in financial stress, but
also by reduced material deprivation particularly during the early 1990s, a
time when unemployment, inflation and interest rates were falling and
remained at historically low levels. 

In terms of the relative importance of the dimensions under consid-
eration, the models revealed the dominating importance of financial pres-
sure brought about by the combination of financial stress (ie, difficulty in
coping)  and material deprivation. Nevertheless, poverty was also indexed
and experienced as a manifestation of psychological strain (that changed
little over the period) and reflected environmental factors such as bad
housing and poor neighbourhoods. It was perhaps surprising that social
isolation and civic participation (both related in one way or another to
social exclusion) have a much less marked impact on the multi-dimen-
sional poverty measures. It also suggests that strategies that prioritise the
building of social capital may not, by themselves, achieve all that is some-
times expected of them. That said, measures of both these dimensions of
poverty could be significantly improved if different questions were added
to the British Household Panel Survey (to be integrated in the new UK
Household Longitudinal Study, ‘Understanding Society’).
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The analysis presented in Chapter 3 confirmed the now widely
observed finding that income is only weakly associated with other mani-
festations of poverty5 and underlines the need to take a multi-dimension-
al approach seriously in order to develop the tools necessary for the
accurate measurement of poverty and related phenomena. The pyramid
of concepts proved to be a useful starting point when coupled with the
more advanced statistical techniques becoming available.

Poverty dynamics, children and families

The long-term dynamics of poverty were analysed in detail in Chapter 4,
again using a multi-dimensional approach. The groups most at long-term
risk of experiencing poverty proved to include the following groups: sin-
gle people, lone parents, those who are not working, those working in
low-skilled and/or part-time jobs, fragmented households, women and
minority ethnic groups. While employment certainly reduces poverty,
lone-parent families in particular were found still to be prone to poverty,
even if they managed to secure paid employment. Furthermore, two-par-
ent families that split as a consequence of relationship breakdown were
similarly at high risk of poverty affecting both partners in the relationship
– although women proved to suffer more than men after other charac-
teristics had been taken into consideration.

Other research has shown that poverty in childhood can have a pro-
found effect on life chances and on social and economic outcomes in
adulthood. Indeed, the current emphasis that the Government places on
reducing child poverty is sometimes narrowly conceived in terms of a
financial logic that attempts to calculate the costs to future generations of
the transmission of bad outcomes from one generation to the next. Atten -
tion has been drawn in Chapters 5 and 6 to the complementary need to
focus on the effects of poverty on children and young people in the pres-
ent. Taking the multi-dimensional analysis a stage further, we demonstrat-
ed that children and young people, aged 11 to 15, who are poor are likely
to have an inferior quality of life, lower wellbeing, than their contempo-
raries. We also showed how different dimensions of household poverty
have diverse impacts on various aspects of child wellbeing. As discussed
later in this chapter, these statistical relationships could be used to more
effectively direct policy orientated at alleviating the impact of poverty on
families with children in the here and now.
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In addition to the effects of low income on children in families, we
demonstrated the additional burdens imposed on them by the psycho-
logical strain exhibited by parents under financial pressure, and by living in
poor housing and deprived neighbourhoods in particular. There was even
evidence that the psychological stress of parents can find expression in
the lower self-esteem reported by their children. It would seem clear,
therefore, that the effects of child poverty that manifest themselves in later
life could have their roots in dimensions of poverty that can be isolated
and therefore addressed in the present, thereby avoiding the long-term
‘scarring’ attributable to poverty.

Policy

A wide array of policy tools has been deployed by the Labour Government
since 1997 in its fight against poverty and, latterly, child poverty. Many
have been employed to tackle worklessness – households in which no
one is employed – which is seen as a major cause of poverty. Welfare-to-
work schemes, introduced under the banner of the ‘New Deal’, targeted
an increasing number of groups ranging from young people, to people
aged 25+, aged 50+, lone parents and disabled people. Jobcentre Plus
combined job centres, benefit agencies and employment services under
one roof in an attempt to provide finely tuned programmes and assistance
for the unemployed. More recently, the employment and support
allowance has been introduced, lessening the distinction between dis-
abled and other people of working age, while the Flexible New Deal, to be
introduced in 2009, seeks to consolidate the various welfare-to-work
schemes and to increase further the role played by private sector organi-
sations in the delivery of services. Increased employment-orientated con-
ditionality and sanctions have been applied across a larger proportion of
the working-age benefit recipient population. 

Alongside welfare to work, there have been various initiatives ‘to
make work pay’ and, hence, to tackle financial disincentives thought to
deter people on benefits from seeking employment, and also to address
in-work poverty. Foremost among them have been the introduction of a
minimum wage, development of the tax credit system and repeated
reductions in income tax. These direct policies have been coupled with
far-reaching investments in health and education, as well as targeted
investment for run-down communities and extra help for parents.
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Children’s services, such as Sure Start and the rolling out of free childcare
for very young children, were implemented as part of the National
Childcare Strategy, with guaranteed school places provided for four-year-
olds instead of the usual mandatory starting age of five. Such policies
were not only seen as better for children, but as also enabling mothers to
enter, or re-enter, the labour market and gain access to training. 

Adult poverty

These measures no doubt contributed to rising employment rates and
falling poverty, but recently, ahead of the global financial crisis, child pover-
ty began to rise again and the interim child poverty reduction targets look
very vulnerable against the prospect of increasing unemployment. More -
over, as is evident from our analysis, poverty rates, measured as a multi-
dimensional concept, were already falling before Labour came to power in
1997, suggesting that the improvements were not solely due to new poli-
cies. Furthermore, our evidence suggests that there are dangers in poli-
cies that overemphasise employment as the principal antidote to poverty.
While paid work is important, quality employment is even more important;
not all kinds of work are sufficient to protect families and children from
long-term poverty. Low-skilled employment may be of benefit only if it
turns out to be stable and to provide a stepping stone to improved long-
term pros pects, further advancement or training. Lone parents, in partic-
ular, need decent jobs to lift them out of poverty and to hold them there.
New research currently underway by the authors suggests that there is a
significant gain from skills-based training, both on and off the job, provid-
ing long-term protection from poverty facilitated by improved career pros -
pects. General training appears to have less of an impact unless it is tied
to an employer. Thus, a policy that would really help lone parents back to
work would have to provide quite specific, rather than general, training
and help with appropriate job placement – preferably with a family-friendly
employer.6

Government is already responding to fears of rising unemployment
linked to the prospect of global recession with measures to help meet
mort gage costs and to provide rapid access to assistance with job
search. If job layoffs turn into a deluge of redundancies, the temptation
may be to increase conditionality so as to encourage jobseekers to take
‘any job’, overlooking the above findings that only quality jobs offer sus-
tained protection against poverty. 

92 Coping with complexity



A deep recession might also result in the Government neglecting
the socio-demographic triggers that precipitate long or repeated spells of
pov erty. Foremost among them are separation and divorce, the effects of
which are not only dramatic in the immediate aftermath, but also in the
longer term. Indeed, the effect of separation on a couple (whether married
or co-habiting) in terms of increasing risk of poverty was much greater
than for any of the other triggers that we were able to investigate, includ-
ing job loss. This was true of both men and women, although the impact
was worse for the latter. If any policy lessons are to be drawn from this
finding beyond the potential importance of reconciliation services, it would
be the need for increased assistance to couples who have recently sepa-
rated, especially when children are involved. 

Part of the reason that women are so much more vulnerable to
poverty than men following separation is their weak position in the labour
market, given continuing wage discrimination and the existence of ‘glass
ceilings’ that limit progress and possibly lessen ambition. The analysis
revealed strong gender effects that left women more susceptible to pover-
ty than men over long periods. Similarly, powerful effects were found for
ethnicity, despite less than perfect measurement, with non-whites of both
genders being noticeably more at risk of poverty long term than their white
counterparts. Although it is already widely appreciated by policy makers
that women and certain ethnic groups are particularly likely to be poor, the
fact that they are more likely to remain poor, or at risk of poverty, for long
periods deserves more recognition that it has hitherto achieved. This
might be especially so if the current economic downturn is sustained.

However, perhaps the most important policy lesson of all is that
poverty is more complex than simple income measures suggest. Income,
as noted above, is not that strongly related to other measures of poverty
and increasing income alone will not eradicate poverty. Likewise, social iso-
lation and civic participation make a statistically significant, though com -
paratively limited, contribution to the overall poverty score, which might
suggest a real distinction between poverty and social exclusion (although
measurement issues make this more of a hypothesis than an assertion
based on evidence). What is clear, however, is that in the same way that it
is increasingly recognised that a personalised, multi-faceted ser vice is
required to assist jobseekers successfully into employment, so a similar
approach needs to be applied to poverty. Poverty is simultaneously one
thing and many and, as a consequence, likely to be susceptible only to a
holistic policy response. This is consistent with the across-government
drive to eradicate poverty and, to the extent that poverty is viewed as part
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of the European concept of social inclusion, with the obligations on Britain
under the European Commission Lisbon Strategy to ‘mainstream’ social
inclusion – ie, to take it into account in all aspects of policy making.
However, the real challenge is to ensure that such comprehensive, joined-
up thinking reaches the fingertips of organisations where bureaucracy both
touches and helps to shape the lives of poor people.

Child poverty

Adult poverty and changes in adult circumstances have been shown in
Chapter 6 to have immediate effects on the wellbeing of older children and
young people that could well help to explain the negative long-term effects
of poverty on child outcomes. Moreover, it has been possible to simulate
the effects of tackling the various dimensions of household poverty on
child wellbeing with striking results. For example, it would appear that the
quality of a child’s home life is particularly sensitive to almost all aspects of
poverty and that, therefore, policies which succeed in reducing the finan-
cial strain experienced by parents, lessen material deprivation, enhance
the quality of the local environment and increase civic participation might
simultaneously improve the home life of children. A further implication is
that any increase in poverty associated with recession is also likely to have
immediate effects on child wellbeing and, if poverty is lengthy, increasing
vulnerability to disadvantage later in life.

The modelling that we presented in Chapter 6 suggested that all
four dimensions of the child’s wellbeing – relationships at home, educa-
tional attachment, risky behaviour and self-esteem – were closely related
to housing and neighbourhood conditions. It is at least possible, therefore,
that regenerating poor neighbourhoods and improving housing could
have a marked impact on children’s overall wellbeing, including education -
al performance and reduced involvement in crime and anti-social behav-
iour, goals that have not in the past been much associated with urban
regeneration policy. To the extent any growth in unemployment is sus-
tained and geographically concentrated, it could deleteriously affect child
wellbeing through environmental factors as well as via falls in household
income.

While tackling environmental factors could protect and benefit chil-
dren, the biggest single effect would seem to be achieved by alleviating
financial pressures on parents. However, it is again important to recognise
that alleviating financial pressure is not simply a matter of increasing
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income. When income changes alone were factored into the statistical
models, the impact was somewhat diminished, which serves to empha-
sise the advantages of multi-dimensional indicators and the limitations 
of one-track policies. The fundamental policy logic that flows from these
findings is that tackling poverty along all its dimensions is necessary to
maximise the benefits for children. This poses significant challenges for
policy makers, not least at a time of public expenditure constraint. It is nec-
essary, therefore, not just to tackle poverty through the tax and benefits
system, but also to adopt a much more systemic approach that simulta-
neously addresses several complex and interrelated processes by which
different aspects of poverty impact on the lives of children. Equally, there
could be unexpected benefits from such a co-ordinated response, as illus-
trated by the possible beneficial effects of urban regeneration on child
wellbeing. 

The triggers that increase the likelihood of poverty among adults
perhaps, not surprisingly, generally also have negative effects on the well-
being of children. It might be possible, therefore, to enhance child wellbe-
ing by means of proactive strategies that help to prevent such events or
to ameliorate their consequences. The modelling indicated that the unem-
ployment of a parent had substantial negative effects on a child’s home
life, educational orientation and propensity to engage in risky behaviour.
An important by-product of policies that help unemployed people enter
work might be to reverse these effects for children. Thus, successful work
activation programmes targeted on the unemployed might not only have
beneficial effects for adults but also for the children of those who suc-
cessfully secure employment. However, at the risk of repetition, it will be
recalled that our analysis also suggested that the important achievement
is not work itself, not even well-paid work, but employment with prospects
that lead to longer-term stability.

The modelling also lent qualified support to policies that assist 
people outside the labour market to find employment, lone parents receiv-
ing income support and people receiving incapacity benefit (or employ-
ment and support allowance). Again, the children of people making the
transition into employment are likely themselves to benefit through
enhanced wellbeing. However, the indirect impact on child wellbeing of
successful welfare-to-work policies targeted at the economically inactive
are likely to be different from, and less than, those aimed at the unem-
ployed. The modelling suggests that policies that assist the economically
inactive may serve to enhance the self-esteem of participants’ children –
possibly because employment is so highly valued socially – but are less
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likely than policies that tackle unemployment to affect the other dimen-
sions of child wellbeing. Also, of course, it is difficult to say how far engag-
ing lone parents in employment would, in reality, overcome the loss in child
wellbeing associated with being brought up in a lone-parent family, rang-
ing from a less satisfactory home life to lower self-esteem and an increase
in risky behaviour. The American evidence is that it certainly helps,
although some negative consequences have been reported for teenage
children.7 What again is clear is that neither income nor employment is
likely to be a sufficient mechanism on its own to eradicate poverty or to
reduce significantly its detrimental impact on child wellbeing. 

Instead, the policy logic that follows from the child-focussed analy-
sis of Chapter 6 is the requirement for a well-rounded strategy that would
attempt to counteract the many processes by which poverty affects child
wellbeing. The analysis supports elements in the Government’s current
strategy. It suggests, for example, that children may suffer less from the
effects of poverty if their parents are in work. However, this is only part of
the story, for the type of work and the prospects associated with the work
are more important than is usually recognised. Moreover, children in
households where adults are experiencing financial stress suffer badly and
employment does not always succeed in lifting families clear of income
poverty or in placing them on an even financial keel. In the case of the chil-
dren of lone parents, the analysis builds a strong case for extra support,
irrespective of whether the parent is employed or not.

The logic that underpins the kind of analysis begun in this book calls
for a more radical shift in policy thinking than might be immediately appar-
ent from the preceding paragraph. It points to a redefinition in the nature
of the policy problem. Rather than focusing on poverty because it scars
children’s futures, it encourages us to recognise that poverty also blights
childhood. Moreover, because poverty is multi-dimensional and multi-
faceted, it deleteriously affects childhood in multiple ways, ways that it is
increasingly possible to research and hence to respond to in policy terms.
Even in a recession, existing policies to raise family incomes and promote
adult employment should be accompanied by a range of new policies,
some of which might need to be explicitly child-focused. Address ing the
different dimensions of poverty is likely to have a range of beneficial effects
on children. For example, our analysis suggests that implementing a more
comprehensive and coherent neighbourhood regeneration policy could
improve all aspects of child wellbeing. Furthermore, if such a policy were
able to incorporate significant elements of local participation, this might be
doubly effective since the analysis found that civic participation by parents
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had a surprisingly high impact on child wellbeing. The analysis also points
to the need to explore ways in which the psychological strain of adults in
poor households can be alleviated – as this negatively affects the mental
wellbeing of the children, and undermines home life. 

Of course, no research is definitive and we plan to exploit more fully
the longitudinal potential of the British Household Panel Survey by observ-
ing the consequences of actual changes in family circumstances and tran-
sitions on the wellbeing of children expressed within a multi-dimensional
framework. We need also to look more closely at the factors that protect
some children against the most pernicious consequences of poverty.
Nevertheless, it is to be hoped that research such as that presented
above, which focuses on the immediate effects of poverty, will further
enthuse governments to continue to pursue the goal of eradicating child
poverty. The clear message is that the social gains from this strategy do
not all lie in the future. Rather, the immediate benefit is that 3.9 million chil-
dren in Britain could potentially enjoy a childhood freed from the familial
stress, academic failure, anxiety and social isolation that so often accom-
panies poverty.
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Appendix
Calculating relative poverty
rates using the Poverty Index

The traditional way of calculating relative poverty is to use some fraction
of median (or mean) income as the cut-off point and then count everyone
below this as ‘poor’. With respect to the Poverty Index, there are problems
with this approach.

In order to measure adequately relative poverty headcounts, it is nec-
essary to have a fixed baseline below which no one can fall. With income
measures this is straightforward as no one can have a negative income and
so relative indicators based on a fraction of mean and median income then
make sense. With the Poverty Index, there is no effective zero position, which
leads to a second problem in that, unlike when using income, negative val-
ues for the Poverty Index are possible. Thus, calculating cut-offs based on
the mean and median is no longer valid over time (although threshold values
of the Poverty Index are still possible to calculate absolute poverty figures).

Thus, the Poverty Index needs to be ‘normalised’ before relative
poverty headcounts can be calculated. The strategy adopted was to cal-
culate a maximum value of the Poverty Index for the model PImax. This is
the highest score anyone can actually have (ie, with no income, no pos-
sessions, maximum stress, no social contact, no civic participation, max-
imum financial strain etc). The Poverty Index was then transformed into a
normalised wellbeing index W:

W = (-PI) + PImax

This essentially reverses the distribution and sets a minimum at zero. This
effectively creates an index of wellbeing where a person who is as badly
off as one can be will always have a score of zero (W=0). Everyone else
will be measured relative to that hypothetical person. No one can have a
negative score.

Relative poverty rates were then calculated based on median frac-
tions of the mean of ‘the ‘wellbeing’ index W. Means and medians of W
gradually increase over time and the relative poverty rates slowly fall.



Model 1

Year Mean W Median W Headcount (%) based on median (W) x

.8 .85 .9

1991 4.36 4.45 13.5 19.2 27.5

1993 4.40 4.48 12.6 18.3 26.8

1995 4.46 4.55 11.6 17.4 26.3

1997 4.53 4.65 11.5 17.2 26.1

1999 4.55 4.66 10.9 16.7 25.0

2001 4.59 4.70 10.2 15.4 23.8

2003 4.63 4.73 9.7 14.8 23.0
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