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H Use of terms

This report uses:

‘Poverty’ to signify a lack of resources that prevents
individuals and households from reaching an adequate
standard of living.

‘Disadvantage’ to signify a wider set of difficulties
preventing people from participating fully in society,
including poverty but also, for example, limiting factors
in one’s life situation (such as a lack of skills), unequal
levels of health and well-being associated with
economic disadvantage, and discrimination.

'Social exclusion’ to signify the processes which create

disadvantage.

'Family’ to signify a nuclear family including at least
one dependent child.
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'Household’ to signify a single person or group of
people living at the same address as their only or main
residence, who either share one meal a day together or
share the living accommodation (i.e. living room). This
sometimes includes more than one ‘nuclear’ economic
unit (family, childless couple or single adult).

Income ‘before housing costs’ or ‘after housing
costs’ as two alternative measures of household
income. Both measure income after tax. After housing
cost income also subtracts the amount that a household
spends on rent and on mortgage interest. This makes it
possible to compare disposable incomes. In this report
‘after housing costs’ is used as the preferred measure
when available.

‘Median income’ as a measure of an income norm that
is different from the conventional average or ‘mean’.
Rather than dividing total income by the number of
households, it looks at the income of the household in
the middle of the income distribution. Half of all
households are above the median, half are below.



The Joseph Rowntree Foundation has been taking stock
of how its work relates to today's and tomorrow's social
problems. This publication is part of this forward look to
assess what issues we should be addressing now if we
are to help prevent worsening social difficulties some
twenty years hence.

Are the key themes for the Foundation's R&D still
valid? What ‘underlying causes of social evils" are we
failing to address? What are the issues for social policy
in the UK which need tackling today to prevent an
escalation of emerging social problems tomorrow?

With our centenary approaching, the JRF Trustees
initiated an internal review looking at the priorities and
parameters for our work. This led us to consider the
remits for the Research and Development Committees
which Trustees have established to seek and sift
proposals for new work. The key conclusion from this
exercise was that the Foundation should continue to
give a high priority to the two areas of concern with
which we have been associated for so long: issues of
‘place’ and of ‘poverty’.

Joseph Rowntree began his pioneering work in 1902
by starting the building of a strong, mixed-income, new
community — not just to provide a better life for those
from the slums of York, but also to create a place of
good neighbourliness and mutual support. We are
continuing to test the practicalities of housing and
community ideas directly through our Housing Trust; and
we have now also re-affirmed the centrality of ‘place’ -
of housing and neighbourhoods — within our ongoing
research work.

The other core JRF theme — ‘poverty’ — dates back to
Seebohm Rowntree's first study in York, published in
1901. We remain committed to seeking objective
measures of relative poverty to determine whether levels
are rising or falling and to discover how best an impact
can be made upon this most basic form of social
disadvantage.

At the end of 2002, Trustees concluded that these
themes should remain at the heart of the Foundation's
work. A core R&D Committee for each will continue to
advise the Trustees on how best we can deploy resources
under these headings. (Other advisory committees will
be created with time-limited programmes of work
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focused on specific subjects that will change over time.)

In a parallel exercise to this internal review, the
Trustees instituted a forward look at emerging social
concerns. A series of seminars and individual discussions
were held in 2001/02, drawing on the input of
academics, policy commentators, practitioners and other
colleagues: these have provided an analysis of the likely
problems which will face the UK in the 2020s. This work
should help us draw out the kind of changes for today
that might head off the problems of tomorrow.

The result of this programme is a collection of
papers, providing insights into the problems and
suggesting ways forward, which we are now publishing
on our website. The material — with contributions from
well-known journalists as well as academics — has been
distilled into a series of chapters. Tackling UK poverty
and disadvantage in the twenty-first century: An
exploration of the issues can be downloaded from the
JRF website bookshop (www.jrf.org.uk/bookshop/).

And, to draw on all this material, we asked three
people to prepare a summary for use as a JRF Working
Paper. The publication that follows is the outcome,
prepared by David Darton (previously Director of
Communications at the JRF and now with the Equal
Opportunities Commission), Donald Hirsch (Special
Adviser to the JRF and consultant to the OECD), and
Jason Strelitz (formerly of the JRF, now at the LSE's
Centre for the Analysis of Social Exclusion). We are
enormously grateful to this team for pulling together this
readable analysis: it contains suggestions for addressing
the major social problems it describes.

Joseph Rowntree created our Foundation in
December 1904 and Trustees have decided to celebrate
our centenary in December 2004 with a major event on
the themes of poverty and place. We hope that Tackling
disadvantage: A 20-year enterprise will make a central
contribution to the thinking before, after and at the JRF
Centenary Conference. A hundred years on we continue
to search for the causes of these social problems and to
propose policy remedies which could — as Joseph
Rowntree hoped — ‘change the face’ of this country.

Richard Best,
Director, JRF
January 2003
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B Introduction

On many measures the UK economy is successful and
our average standard of living is one of the highest in
the world. However, the proportion of people living in
relative poverty rose dramatically after the mid 1970s
and since the mid 1990s has remained at stubbornly
high levels despite initiatives aimed at reducing it.

Through its research over the past few years, the
Joseph Rowntree Foundation has found strong
evidence of the hardship caused by poverty and
associated disadvantage. In particular, it has found
that a large proportion of the population are unable to
afford the products and activities which the majority
feel are essential, and that many disadvantaged people
have difficulties in accessing adequate services.

It is clear that only long-term, sustained action on a
range of fronts can adequately tackle these difficulties.
Over the past two years, therefore, the Foundation has
consulted a wide range of experts (listed in the
Appendix on page 48) about the broad approaches that
might help us tackle poverty and associated
disadvantage in a major way over the next 20 years.
The objective of this exercise was primarily to inform
the Foundation’s research priorities. But in mapping
out some of the critical issues, it has identified some
areas that need particular attention. This report aims
to share this ‘map’ as a contribution to debating what
should take priority in tackling poverty and
disadvantage over the next 20 years.

The report is concerned more with economic well-
being than has been traditional for the Foundation.
Part | maps out the nature of poverty — who is affected
by it and some of the major trends affecting it. It
rehearses the reasons why it is important to tackle the
poverty that exists and the broad economic feasibility
of doing so. It concludes that it will be a tough but
affordable mission and that four principles will need to
underlie a broad-based strategy that increases both
opportunity and support for those who are potentially
disadvantaged. These principles are: to increase the
extent to which poorer households and communities
can benefit from the market economy; to ensure an
adequate floor income for everyone that relates to
what society considers to be the essentials of modern
living; to ensure access to other resources necessary to
this, such as housing and care; and to ensure that in
the implementation of policies, there is no
discrimination.

The last of these cuts across all areas, is a very
large topic and not a focus of this report, since this
general mapping exercise does not propose the details
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of policy implementation. However, with respect to the
other principles, our consultations have suggested
some particular areas that need attention. Part Il
contains short four-page sections setting out the issues
in six areas. The first two pages in each case consider
the problems that need to be tackled and the second
pair the long-term goals that policy needs to adopt and
some of the consequent directions it might take,
illustrating some of these with examples of possible
policy as a stimulus for further thinking.

The first of our overall principles, increasing the
capacity of people and communities to benefit from the
market economy, can be pursued across a range of
policy areas. In this report we identify in particular the
importance of focusing education resources on the
most disadvantaged, of complementing this with more
general support for children and families, and of
improving the capacity of disadvantaged areas — whole
regions as well as smaller localities — to prosper. In
respect of ensuring an adequate floor income, the
second principle, the chapter on income suggests how
policy may strengthen support without relying
excessively on means-testing. Finally, in respect of
improving access to non-monetary resources, the third
principle, our consultations have confirmed that two
areas that the Foundation has been researching for a
long time are critical priorities given current trends: an
adequate supply of housing, and access to long-term
care. These are dealt with in the final two chapters of
Part Il, where some firm recommendations for policy
directions reflect the Foundation’s long involvement in
these areas.

In some ways the task of navigating the broad map
set out in this report feels daunting. However, with
clear-sighted action over the long term, substantial
progress is possible. Above all, we argue that the UK's
prosperous economy can afford to tackle poverty and
disadvantage if the political will to do so can be built
and sustained.



Overview of the problem
and principles for action




The poorest groups missed out on the
economic growth of the 1980s. In the
1990s their incomes grew modestly, along
with the rest of the population...

...the result has been a near doubling of
the number of people in relative poverty,
to a plateau of 13—14 million on incomes
below 60 per cent of the median...

...which is one of the highest rates in
Europe.

Note that due to data availability, Figure 2 uses income after
housing costs, and Figure 3 before housing costs. See explanation
of terms, page 4.
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Poverty: The past 20 years

Index: 1981 = 100

Figure 1 Growth in real incomes, by place in income distribution
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Source: Office for National Statistics (2002)

Note: Each line on the above graph shows income growth at a particular point in the distribution.
For example a person who is poorer than exactly 90% of the population is at the 10th percentile.

Figure 2 Population with household incomes below 60 per cent of
median (after housing costs)
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Tackling poverty and disadvantage:

Poverty and disadvantage constitute a scar
on the UK's economic success...

Life has become more prosperous for the majority
of British people over the past two decades. Most
people enjoy greatly enhanced material living
standards and leisure activities. Since 1981 a
household in the middle of the income distribution
has had nearly a 50 per cent rise in income, after
inflation. However, the poorest section of the
population has fallen behind. Their incomes have
risen more slowly than average, leaving more in
relative poverty (see Figures 1 and 2). This trend
has been much more pronounced than in most
other European countries, whose poverty rates are
substantially lower (Figure 3).

Alongside rising poverty, there have been
increases in other forms of disadvantage, such as
poorer health among worse-off groups, and
homelessness. In some cases whole communities
have been falling further and further behind.

...and are exacerbated by ongoing
pressures...

This deterioration has been influenced by a wide
range of social, economic and demographic trends
which continue to put pressure on disadvantaged
groups. They include:

e the long-term loss of jobs in manufacturing
industries

e a decline in the demand for unskilled labour,
combined with the growing importance of skills

e new patterns of living that have broken down
important family bonds and support networks

e a growth in the proportion of older people

e a growth in the number of single person
households, with a corresponding increase in
pressures on housing.

A 20-year enterprise

...but could be effectively tackled in the
next 20 years with a concerted effort.

A major challenge facing the UK is to obliterate
this scar on Britain's economic and social
landscape over the next 20 years, while ensuring
that the momentum of recent economic growth is
sustained. This report argues that, despite many
adverse factors, such an ambition is realisable,
given the will. It will require action on a range of
fronts, following some underlying principles
designed to give priority to the needs of
disadvantaged groups, without ignoring the factors
required for general economic development.

Poverty rates are the key indicator in this
wider assault on disadvantage

Poverty in Britain is inextricably intertwined with
disadvantages in health, housing, education and
other aspects of life. It is hard for people who lack
resources to take advantage of the opportunities
available to the rest of society. People move in
and out of poverty, but the great majority of those
who are poor at any one moment face some form
of persisting low income.

Because of the association of low income with
wider disadvantage, a central challenge for the
next 20 years is to minimise the number of people
living below a defined level of income, relative to
the average. For reasons given below, this report
proposes a minimum threshold of 60 per cent of
median. Together with the principles set out in the
report, this gives society a ready measure of
progress along the long road to tackling
disadvantage.

Tackling disadvantage: A 20-year enterprise @




The factors behind poverty
and disadvantage in the twenty-first century

The new labour market

Figure 4 New jobs have been in skilled and service occupations...
Projected employment change 1981-2010

i
managers & senior officials
|
i

professional

‘ ‘
© associate professional & technical
‘ ‘

skilled trade
process, plant & machine operatives

' '
administrative, clérical & secretarial,
/ ,

i
|personal services
i
i

sales & customer service

elementary

-6 -4 -2 0 2 4 6
% increase

Source: Institute for Employment Research (2001)

Figure 5 ...and rises in pay have been concentrated in the best-paid jobs.
Increase in full-time male wages (in real terms; 1980 = 100)
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Why does a prosperous country such as the UK
find it so hard to eradicate widespread poverty and
its social consequences? The theory that rising
prosperity should ‘trickle down’ to the poor has
not on the whole proven correct. In general,
worse-off people in recent years have seen their
living standards either stagnate, or rise much more
slowly than the average. The result has been a
growth in inequalities and in associated
disadvantage.

Behind these widening differences lie a variety
of long-term economic, demographic and social
trends that have influenced developments in the
past 20 years, and continue to do so. They include
in particular:

Labour market trends: New jobs, wage
inequalities and exclusion

The changing occupational structure (Figure 4) has
widened the gap in wages between more and less
skilled jobs, and has contributed to an uneven
distribution of employment across geographic
areas and across different households.

As the demand for skilled, educated labour
grows, a greater premium is being placed on
higher skills. Wages for the lowest paid workers
have barely increased at all in 20 years, whereas
for those near the top of the earnings distribution
they rose 60 per cent in real terms (Figure 5).

A recurring theme of this report is the
concentration of job opportunities in certain
geographic areas. But, in addition, the way in
which they are distributed among households with
adults of working age has undergone important
changes. In the last quarter of the twentieth
century, employment rates for women rose from 58
per cent to 70 per cent, while those for men
declined from 92 per cent to 80 per cent (Office for
National Statistics 2001a). The new female
workers are mostly in households with a working
male. Therefore, the proportion of households with
nobody working rose sharply from 8 per cent in
1979 to 17 per cent in 2000 (Dickens et al. 2001).



Pay and employment rates have become more
unequal across skill groups, communities and
households. The result is a concentration of
disadvantage among certain households with low
skills, whose members are unable to find work, or
who are obliged to work in low-paid and often
unstable jobs.

Geographic trends: Polarising communities
Recent years have seen a net migration out of the
major cities and conurbations and into smaller
towns, suburban greenfield developments and
rural areas (Bate et al. 2000). This migration has
been led by more prosperous individuals, leaving
many poorer people behind in cities with fewer
jobs and a declining infrastructure. Table 1 shows
an example of the wide differences in economic
inactivity currently experienced in different areas
of Britain.

Table 1 Economic inactivity in contrasting
places (percentage of working age population
who are economically inactive)

Male Female
Knowsley 28.1 44.1
Merthyr Tydfil 27.7 43.2
Milton Keynes 8.2 18.3
Swindon 6.1 17.7

Source: National Statistics (2002)

Growing differences across and within regions
cause a variety of problems in different parts of
the country. In the crowded south, the lack of
housing both to rent and to buy creates particular
hardship for the poorest groups. They are less
likely to be able to exercise choice about the
quality or location of their home, and for some
people a lack of housing opportunities leads to
homelessness. In the north, large clusters of poor
areas suffer from a fundamental lack of wealth
generation, with some parts of cities being
virtually abandoned.

Demographic trends and the growth of
vulnerable groups

The UK population is changing in a number of
ways that can lead to increases in disadvantage
among certain groups.

Life expectancy is increasing, and the over-65s
will rise from 16 per cent to 20 per cent of the
population over the next 20 years.' Pensions need
to sustain older people for longer than in the past.
The growing number who are very old is already
creating a crisis in the quality and availability of
care. In both cases, poorer groups are the most
vulnerable.

Marriage rates have fallen, divorce and
cohabitation have risen, and many women are
having children later: the result is a much greater
variety of households. In some cases, this has
eroded traditional means of economic support, and
increased vulnerability, particularly among families
with children.

Minority ethnic populations are growing as a
percentage of the total. Some of these
populations remain particularly vulnerable to
disadvantage, with high poverty rates exacerbated
by discrimination.”

The rate of immigration has risen in recent
years, and forecasts of the future migration rate
have recently grown (GAD 2002). The immigrant
population includes both the very rich and the very
poor: although some people come to the UK,
especially London, to work in high-income jobs, at
the other end a relatively high proportion of new
immigrants arrive with little and face considerable
hardship.

Tackling disadvantage: A 20-year enterprise




B Who is affected and why

Poverty gap (£ per week)

Poverty gap (£ per week)

Figure 6 Half of individuals below 60 per cent of the median are in
households with children

with children
Non-pensioners,
no children
\ 2+ adults Lone parents

Figure 7 Some households have deeper poverty than others.
a: Poverty gap* by type of household (width of column represents total share)

b: Poverty gap by source of income (width of column represents total share in the overall
non-
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3.6 million
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Source: Polimod dataset

* The 'poverty gap' is the average
amount by which each household
falls below 60% median income

2+ adult,
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Sole adult,
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Benefits and earnings Earnings only

Households by source of income

Source: Polimod dataset
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it matters

Families have replaced pensioners as the
largest group on low incomes...
Thirty years ago, almost half of individuals living in
households with low incomes were pensioners.
Today, fewer than a quarter are pensioners, and
around half are children and their parents (Figure 6).
This is not because of a great reduction in the
proportion of pensioners who are poor, but because
of a sharp rise in the poverty rates of families with
children. Today, a child has a 1 in 3 chance of
being in a household with below 60 per cent
median income, compared with a 1 in 7 chance in
1979 (Department for Work and Pensions 2002a).
Another way of looking at the distribution of
poverty among various groups is to consider not
just the numbers below a threshold but the
average ‘depth’ of their poverty in terms of how
far incomes are below the threshold.? Figure 7a
shows that even though there are, for example,
more pensioners than single people without
children living in poor households, the ‘poverty
gap' is on average over three times as high for the
latter than the former. This is quite simply because
pensioners have a Minimum Income Guarantee
that takes claimants to an income not far below 60
per cent of the median; Income Support for single
people is much lower. Figure 7b confirms that 70
per cent of poor people rely on benefits only and
these households are poorer than those in which
there is some employment.

...but a range of overlapping groups are
affected by poverty...

Although low income can be used as a rough
indicator of disadvantage, in practice the situation
of different groups on similar incomes varies
widely. For example, a pensioner having to survive
for 20 or 30 years on a low income is in a different
situation from someone who is temporarily out of
work and may only have low income for a few
weeks or months. A number of groups suffering
poverty, and vulnerable to wider disadvantage,
give particular cause for concern.

Lone parents are the family group that have
the highest risk of low income: about half have
incomes below 60 per cent of the median. Their
dual responsibility for both caring for their children
and providing family income puts them in a



particularly difficult position, which can be
compounded by critical social attitudes.

Workless households, excluding pensioners,
contain nearly half of individuals living in poverty
in the UK. For families with children, being out of
work is almost a guarantee of being poor — 90 per
cent are below the threshold. In general,
households depending on benefits have a greater
chance of poverty than in the past, with basic
Income Support providing only an eighth of
average earnings, compared with a fifth in 1981
(Department for Work and Pensions 2002b).

People with low qualifications have higher than
average chances of being poor, and face the
prospect of recurring poverty.

Social housing tenants comprise one-fifth of all
households, but one half of all households on low
incomes. Social housing has become a last resort
for many disadvantaged people, who have the
least choice about where they live. This has led to
concentrations of poverty, which can be associated
with other difficulties such as lack of private sector
investment, poor services and poor infrastructure.
In turn disadvantaged people in these areas often
find it difficult to improve their situation because
of limited access to opportunities for work,
education and training.

Members of certain minority ethnic groups have
a greater than average chance both of poverty and
disadvantage. Strikingly, those with any given
qualification level have over twice as much chance
of being unemployed as equally qualified white
people (Department for Education and
Employment 1999).

Disabled people have a high chance of being
poor, despite needing extra resources to cope with
their disabilities. A group with particularly high
chances of being poor are disabled parents, who
do not receive the support they need.

Women of course constitute a highly varied
group, but overall are much more likely than men
to be in low-income households. A particular issue
with changing demographic trends is the inability
of many women to build up sufficient pension
entitlements to keep them out of poverty in
retirement, the average duration of which has
lengthened with increased life expectancy.

Pensioner poverty remains an important issue,
despite an income guarantee aiming to prevent
pensioners from falling into deep poverty. This

guarantee remains below the level estimated by
the independent Family Budget Unit to be
sufficient to meet basic needs, and the inability of
most pensioners to enhance their incomes by
working makes poverty among this group
potentially more serious in its consequences.

...creating hardship that the majority of
the public find unacceptable.

Does it matter that all these groups of people risk
having low incomes, relative to the average, given
that overall living standards are rising? There are
many debates to be had about the importance of
absolute and relative poverty. What is indisputable
is that a large section of the British population is
unable to afford things that the general public
consider to be essential.

Successive Joseph Rowntree Foundation
surveys of deprivation have looked at how many
people are unable to afford items that the majority
of the public say are necessary and believe that
people in Britain should not have to do without.
The proportion of adults lacking at least three such
necessities rose from 14 per cent in 1983 to 21 per
cent in 1990 and 24 per cent in 1999 (Mack and
Lansley 1983; Gordon and Pantazis 1997; Gordon
et al. 2000).

In the light of such widespread deprivation,
measured objectively by the standards of modern
Britain, it is clear that today’s levels of poverty and
disadvantage do indeed matter.

Tackling disadvantage: A 20-year enterprise




The central challenge: Reversing the
growth in relative poverty

Tackling relative poverty is important for
everyone...
At the heart of the task of tackling disadvantage in
twenty-first century Britain is making sure that the
poorest groups share in the nation’s growing
prosperity. Over the past 20 years, they have fallen
behind. Over the next 20, it is possible to reverse
this by ensuring that a disproportionate share of
the fruits of further growth go to the least
advantaged.

There is a growing consensus about the need to
tackle relative poverty for three main reasons:

Social justice It is the mark of a civilized society
that increasing prosperity is used to the benefit of
all citizens, and that everyone has an acceptable
minimum standard of living.

Economic prosperity Poverty and disadvantage
limit the economic potential of people who could
contribute positively.

Strengthening civil society Exclusion from the
mainstream can cause alienation and a breakdown
of civic ties, with potentially severe consequences
for everyone.

...and the best single benchmark is the
number of households on below 60 per
cent of median income...

Following extensive consultation, we believe that
the proportion of the population in households

_______Household goods [N
Clothing 2497

£ per week

Figure 8 Poverty thresholds for two adults and two children

Food 55.07
Home fuel 13.29
Council tax - 9.01

60% median income
for 1998 is £228

Source: Parker (1998)

‘Low cost but acceptable”
budget of £214.80
(calculated 1998)
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with less than 60 per cent of median income
(adjusted according to family type) constitutes the
best single measure to monitor progress in
eradicating poverty.

This is inevitably an arbitrary figure. However,
there are good reasons, first for choosing a figure,
second for relating it to the median and third for
setting this particular level.

Having a single, relative measure to which
politicians and the public relate can help sustain
the priority of poverty eradication, as is already
apparent in the quest to end child poverty.

Choosing a median rather than a mean income
threshold helps relate poverty to the norms of
ordinary people — it is a more natural definition of
a 'middling’ income. The number of people below
a percentage of mean income can rise solely as the
result of the rising incomes of the rich, which has
limited relevance to the standards and aspirations
of poor groups.

The 60 per cent figure, while not a scientific
definition of poverty, is the most widely recognised
international poverty threshold, allowing ready
comparisons with similar countries. Moreover, it is
close to the income required to afford a ‘low cost
but acceptable’ budget. This has been calculated
by the Family Budget Unit, based on the cost of
some very basic items, although excluding some
items such as tobacco and debt payments (see
Figure 8). (In practice many poor households who
are struggling to make ends meet accumulate
considerable debt.) This shows that, in general
terms, 60 per cent of median is the kind of income
that households need to avoid severe hardship.

...s0 a basic principle is to minimise this
number over the next 20 years...

It would be unrealistic to aim to ensure tomorrow
that nobody has to live on incomes below 60 per
cent median. However, over the long term it is
possible to erode the numbers in poverty so defined.
Two key principles for the next 20 years are:

e to minimise the number of people with incomes
below 60 per cent median



e for those who do fall short of this threshold at
any point during their lives, to reduce the
amount of time spent on such incomes.

These twin principles do not constitute targets in
the sense of wholly eradicating poverty in a given
period, but are based on the judgement that the
problem can be largely conquered and, more
importantly, that one can move continuously in
this direction. It would be unrealistic to expect
progress every year, in good times and in bad, but
a key aim is a cycle on cycle reduction in the
number below 60 per cent median — that the
number should fall continuously from one
economic cycle to the next.

...which is a tough but affordable mission.
Some of the long-term trends noted above make
the combating of relative poverty an uphill
struggle. It would be foolish to pretend that the
task is easy. However, it is certainly affordable.

As a starting point, the Foundation has
commissioned work to calculate how much of the
growth of the next 20 years might be needed to
bring today's poor households up to the threshold.
If the economy grows at the same rate as in the
past 20 years, total growth will be over £500
billion. Only a small proportion of this, less than
£25 billion, would be needed to close the poverty
gap completely. This would require the poorest
groups to experience the same rate of rises in living
standards as those enjoyed by the most affluent in
the 1980s, and the incomes of the rest of the
population to grow only marginally more slowly
than in the past five years (see Figures 9 to 11).

In practice, the amount that needs to be
redistributed could be somewhat more or
somewhat less than this. Less redistribution will
be needed if more people move into work, and if
people in low-paying jobs become more
productive and better paid. On the other hand if
employment and pay patterns were to remain the
same while income support levels increased,
higher tax credits may also be needed to keep in-
work incomes sufficiently above out-of-work
incomes, maintaining work incentives. So the true
cost is uncertain. But even if it were 50 per cent
higher than estimated above, the country would
need to give up only about £1 for every extra £15
of economic growth.

Percentage annual growth

Percentage annual growth

Percentage annual growth

Growth: who benefits? Real income growth by quintile

Figure 9 Over most of the past 20 years, incomes grew much faster
for richer groups...

1979-95/6

Third
Income quintile

Second

Figure 10 ...but more recently there has been steady, moderate
growth across the board...

1996/7-2000/1

Second
Income quintile

Figure 11 ...and with the same overall rate of economic growth over the
next 20 years, skewed to the poor, it could bring them above 60 per cent
median, while other groups maintain modest rises.

2002-22?

Third
Income quintile

Bottom Second

Source: Author calculations and Department for Work and Pensions (2002a)
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A broad-based strategy combining

opportunity and support

Improved incomes must be linked with a
broader assault on other forms of
disadvantage...

Every year the Joseph Rowntree Foundation
publishes key indicators of poverty and social
exclusion. While poverty rates and the incidence
of various types of disadvantage can go up or
down, one thing remains broadly constant. Poorer
groups are more likely than average to suffer a
range of other disadvantages, such as poor health
and fear (as well as incidence) of crime (Rahman
et al. 2001). Moreover, a wide range of
disadvantages in childhood and youth — from
mental health problems to low educational
attainment — are experienced more by people with
worse-off parents. Therefore, strategies to fight
poverty and to combat wider social disadvantage
need to go hand in hand.

A single coherent strategy needs to be based
on some basic principles, based around providing
conditions that allow people who are presently
disadvantaged to prosper. The four principles
below aim to get to the roots of disadvantage, by
tackling the factors that have held people back as
well as guaranteeing access to resources more
directly.

...by helping people to achieve their
potential...

A strategy to tackle disadvantage must start by
aiming not just to rescue people when they fail but
to help them to succeed. Principle 1 is therefore to
increase the capacity of poorer households and
communities to gain from the market economy.
This will both help the individuals concerned and
benefit society more widely, making it easier to
reconcile a focus on disadvantage with a
continuation of economic growth.

...creating an adequate income floor...
However much the potential of disadvantaged
groups is improved over the long term,
redistribution of income will also be required, both
to enable people to develop their own capacity
and to protect the needs of those whom the
market fails. Principle 2 is therefore to ensure an
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adequate floor income that relates to what as a
society we believe are the necessities of
contemporary living. The policy priority proposed
here is to minimise the number of people in
households with below 60 per cent of median
income.

...giving access to other resources...
Shortage of income, however, is not the only
aspect of relative poverty. Severe disadvantage
also occurs for some because of a shortage of
other resources, particularly healthcare, personal
care and housing. In such areas, poorer groups are
particularly dependent on being able to access
adequate public services, and lack the means to
shop around for private alternatives. Principle 3 is
therefore to ensure that all, particularly relatively
poor people and those living in multiply deprived
areas, have access to adequate healthcare,
personal care, housing and other essential services.

...and combating discrimination.

In some cases, greater risk of poverty and
disadvantage is associated with certain personal
characteristics — gender, race, disability, sexual
orientation, religion, and age. Under European
legislation discrimination on these grounds will be
outlawed, but only in relation to employment. This
needs to be considered in relation to the provision
of services and to the implementation of all
policies aimed at tackling disadvantage. Principle 4
is therefore to ensure that in the implementation
of policies aimed at tackling disadvantage there is
no discrimination on the grounds of gender, race,
disability, sexual orientation, religion or age. (This
principle cuts across the policy areas analysed
below, and is not dealt with in any detail as we do
not discuss specific implementation issues in this
report.)

This report argues for giving systematic
priority to the disadvantaged

Part Il of this report looks at how these principles
can be applied in some specific policy areas. An
over-arching priority, which can be applied to any
policy area, is to give a high priority to the tackling



of disadvantage, without ignoring more general
policy requirements.

In some cases, where disadvantaged people
have been held back by problems that affect
society as a whole, policies to improve the
situation generally will help them. For example, a
mismatch in housing demand and supply in
different parts of the country creates difficulties
for all social groups, but with worse-off ones
experiencing the greatest hardship. Overall
improvements in supply would help homeless
people as well as more affluent households. A
regeneration of declining communities would
both create new opportunities for their residents
and avoid some of the wider economic difficulties
that result from an over-concentration of
prosperity in certain parts of the country.

In other cases, there is a need to think much
more radically about reordering priorities to help
the worst off. For example, how will the large
amount of extra public resources allocated to
education be deployed? So far, the skewing of
resources to help disadvantaged groups in
education has been small relative to overall
spending, which is distributed largely on the basis
of fixed amounts per pupil. A greater
concentration of extra resources on tackling
disadvantage could start to improve things for
those who have hitherto gained little from the
country’s growing educational success.

This report proposes some long-term objectives
and principles that society can sign up to, in a
more conscious attempt to tackle some of its
long-standing social problems. Such principles
cannot determine every policy decision, but can
serve to give a sense of direction, over a
sustained period. The most tangible of these
proposals is a new compass for tackling poverty:
a single indicator (the number below 60 per cent
of median income) of whether progress is being
made, that ideally would become as important to
governments as economic growth or
unemployment rates. By heading in the right
direction, progress can be made towards
completing even the longest of journeys.

Percentage of young people
attaining 5 GCSEs A*~C in Year 11

Percentage fearing that in the

Percentage of children experiencing

next year they will

mental disorders

Income and disadvantage

Figure 12 Poorer groups are less likely to do well at school...

by parent’s occupation

Unskilled manual
Parents’ occupation

Managerial

Source: DFES (2001)

Figure 13 ...are more likely to fear crime...

Household income
Il <£5000 a year
ffffffffffffffffffffffffff [ >£30,000 a year

Be burgled

Be mugged/robbed
Source: Home Office (2000)

Figure 14 ...and are more likely to have mental health problems
as children.

Household income
Il <£100pw
. >£770pw

Boys Girls

Source: Meltzer and Gatward (2000)
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Tackling disadvantage in
six areas of policy

Part | of this report ended by setting out basic
principles for tackling poverty and disadvantage. Part Il
demonstrates how some of these principles can be
applied in some key areas of public policy. It does not
aim to be comprehensive, but rather to show the basis

on which the principles can be translated into some
long-term policy goals. Although it illustrates these
with reference to certain specific policy examples, its
aim is not to make policy recommendations but to
provide a compass for the long-term development of
policy in these areas.

The analysis starts by considering education, the area
for which the first principle of helping people to achieve
their potential is most directly relevant. It then looks at
three areas in which a lack of opportunity has held
people back, although improved opportunities need to
be combined with direct support for those who suffer
disadvantage. These cover, respectively, family poverty,
regional disadvantage and income adequacy. The last
two areas are specific cases in which the third principle,
of giving access to particular basic resources other than
income, are particularly important: housing and long-
term care.




1 Education: Social inequalities matter

more than ever

While educational opportunities expand,
unequal outcomes by social background
persist...

In the past 20 years, participation in education in the
UK has expanded dramatically. More students are
staying on at school, and higher education has
expanded from serving a small elite to enrolling over a
third of the youth population, one of the highest rates
in the world. Yet the majority of those in the most
disadvantaged groups have been left behind by this
improvement.

As they approach the end of compulsory education
at age 15, UK students now show reading and other
relevant skills that, overall, are well above the average
for similar countries (Figure 15). Yet the UK also has
some of the greatest differences between students
whose parents are well educated and in good jobs, and
students from less advantaged backgrounds (OECD

Education — the problem

Figure 15 Although 15-year-olds in the UK perform well on average
in the latest international tests...

Average reading score on OECD’s
‘PISA" assessment of 15-year-olds
1%

o
o

Source: OECD (2001)

Figure 16 ...fewer than in other countries stay on at school.
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2001). This helps to explain why 1 in 4 UK students still
fail to get a single GCSE at grade C or above — the basic
qualification associated with continuing in education or
getting a promising job with good pay, conditions and
development opportunities. By age 17, the failure of
the UK system to provide for this minority is showing
very clearly in one of the highest rates of early
departure from education and training among OECD
countries (Figure 16).

The failure of educational improvements to remove
disadvantages determined by home background can be
seen clearly in Figures 17 and 18. Half of all students
are now achieving at least five good GCSEs, but in
schools with a high concentration of students from low-
income families, typically only 1 in 5 achieve this result
(National Literacy Trust 1995). Similarly, while higher
education has now become the norm for children from
professional backgrounds, only a small minority of
children from manual backgrounds benefit from it. In
later life, shortfalls in initial education are compounded,
as those with lower initial attainment are far less likely
to develop their skills through continuous education and
training.

Within certain geographical and ethnic communities,
there is a particular concentration of disadvantage,
especially for boys. Among African, Caribbean and
Bangladeshi boys, only 22 per cent obtain at least five
GCSEs at grade C or above.*

...this matters more than ever before, because
skills are essential...

Tackling educational inequalities and low attainment
are essential in any strategy to tackle disadvantage. For
individuals, the ability to obtain and progress in good
jobs is the single most important way of avoiding
poverty. Today, such progress depends more than ever
before on having appropriate skills. A decline in
traditional industries is associated not just with fewer
manual and unskilled jobs, but also for example with
reduced demand for certain routine white-collar ‘semi-
skilled’ work. The rise in the importance of service
industries makes various interpersonal skills more
important, while generic skills such as communication,
numeracy, literacy, and information technology skills are
needed across a wide range of jobs.

A lack of skills can affect communities as well as
individuals: in many parts of the UK it will be impossible
to generate more jobs without a greater number of
skilled people. Britain's major cities have seen
employment decline, and new jobs are often filled by



people commuting from outside the area, because local
residents lack necessary qualifications. In some other
areas, such as former coalfields, the low skill base has
contributed to a lack of inward investment, and to
persistently low labour demand.®

...but to tackle this problem, some complex,
deep-rooted causes must be addressed.

The persistence of low educational attainment and its
concentration among people from disadvantaged
backgrounds result from the interaction of a wide range
of factors, including home background, school intake
and school quality.

Home background Research shows consistent links
between various aspects of home background and
achievement at school. The level of education of one’s
own parents is significant, as is the degree to which
parents take an interest in their children’s education
and give them active support. Early years development
is strongly influenced by family life, health and nutrition
(Danziger and Waldfogel 2000). Over and above such
factors, the experience of poverty itself is strongly
associated with low attainment.

Two implications follow from these findings. First,
potentially the most powerful ‘educational’ policy is one
that tackles social and economic disadvantage
(Robinson 1997). Second, the benefit of ongoing
emotional support, encouragement and reinforcement
of the value of education should not be underestimated.
This can help students to acquire attitudes that help
them to develop and deploy human capital (i.e. acquire
and use skills) effectively throughout their lives. So
schools’ relationships with families can be crucial.

School intake There is clear evidence that peer groups
have a strong impact on the educational attainment of
their members. This derives not just from more able
students learning from each other, but also from the
transmission of values and behaviours. Where more
advantaged or able students are concentrated in some
schools or classes, and less advantaged students in
others, achievement is potentially polarised (Robertson
and Symonds 1996). Specifically, geographical
concentration of disadvantage, for example on large
public housing estates, can impact on local schools
(Clark et al. 1999).

School quality Repeated studies and evidence from
OFSTED show that even schools with similar intakes can
have very different results. These are associated with
differences in leadership, teaching and the learning
environment. The importance of quality relative to
intake should not be exaggerated: in the present

Figure 17 Those from disadvantaged backgrounds continue to do
worse at school...
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Source: National Literacy Trust (1995)

Figure 18 ...and are far less likely to enter higher education.
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system, even high quality schools with a large number
of students from disadvantaged backgrounds have
below average results. However, evidence shows that
given extra opportunities, for example much smaller
classes, the performance of such schools can be lifted
more rapidly (Molnar et al. 1999).
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Tackling education: Focusing on disadvantage

In order to give people from disadvantaged
backgrounds a better start in life, it is not enough to
improve the education system generally; specific needs
have to be addressed.

Present policy approaches...

The present Government has recognised the importance
of persistent educational disadvantage, and developed a
broad policy agenda to tackle it. It seeks in particular:

e as part of its war on child poverty, to focus on the
early development of young children from
disadvantaged backgrounds

e to improve the school system’s ability to ensure that
everybody acquires basic skills, for example through
the literacy and numeracy hours in primary schools —
which appear to be narrowing the gap in
achievement between students from different social
backgrounds

e to create closer links with families, for example by
requiring schools to provide more information, and
by making home—school agreements obligatory. For
disadvantaged families, Sure Start seeks to involve
parents actively in their children’s education, on an
ongoing basis

e to give extra resources to disadvantaged
communities through area-based initiatives.
Following the curtailment of Education Action Zones,
Excellence in Cities has injected an extra £300m into
a wide variety of programmes aimed at improving
attainment in inner city schools.

...and their limitations.

Such efforts may be insufficient, in light not just of
increased poverty and area polarisation, but also of
features of the education system that are systematically
disadvantaging people from poorer backgrounds.

The combined impact of school choice, league tables
and school funding based directly on student numbers
encourages secondary schools to focus resources on
students close to crossing the five GCSE attainment
threshold on which headline student performance is
based, rather than on lower performers. It also
encourages schools, where possible, to seek to enrol
more privileged students, sowing the seeds of increased
segregation (Hallgarten 2001).

Further factors cause a concentration of less
advantaged students in particular schools, including
residential concentrations and the interaction between
house prices and the quality and results of local schools
(Gibbons and Machin 2001). Such segregation matters
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Long-term policy goals

e Focus resources and attention on helping
disadvantaged students realise their potential.
e Tackle concentrations of disadvantage.

because of the proven impact of peer group influences
on educational inequality.

The fact that people from poorer backgrounds are
more likely to go to schools where both student results
and school quality is below average is also significant.
One in 7 students in inner cities attend secondary
schools with serious weaknesses identified by OFSTED,
compared with 1 in 19 overall (Barber 1999).

A future policy strategy needs to continue efforts to
link education with the wider community. General
efforts to reduce social inequalities, discussed elsewhere
in this report, are an important ingredient for a more
equitable education system. But in addition, two
particular objectives need to be pursued within
education — improving the low attainment of
disadvantaged groups, and reducing the concentration
of disadvantage in certain schools.

Targeting low attainment and disadvantage
The education system should do everything possible to
reduce present inequalities, giving all students the
opportunity to succeed. In particular, this means
equalising access to the same basic level of provision.
Students from disadvantaged backgrounds should
expect teachers, facilities and resources that are at least
as good as for everybody else.

This may mean spending more money on schools
and students that suffer from particular difficulties. It
will also require a model of cooperation rather than
competition among schools. In order to ensure that
successful approaches are spread to schools serving
disadvantaged groups, senior managers and teachers
require appropriate training and development
opportunities.

A focus on the needs of disadvantaged pupils will
also require the education system to look closely at
what is causing a core of students to fail. For example:

o Are different incentives for schools needed? At
present the incentive for secondary schools is to
concentrate help on those on the border of getting
five GCSEs (near the middle of the distribution),
rather than lower achievers (for whom one or two
good GCSEs might make a big difference).

e Would some disadvantaged children benefit from



more alternatives to mainstream academic
education, such as apprenticeships? Adequate
resources are needed for such options.

Tackling concentrations of disadvantage

A persistent tension in the education system has been
between the difficulties caused by social polarisation in
schools and the desire of middle class families to get
the best for their children. Through its Excellence in
Cities policy, the Government's aim is to make
disadvantaged schools better, and encourage more
middle class parents to choose them. This is no easy
task. The illustrations of policy shown below, and other
solutions, are likely to be controversial. However, over
the long term, governments need to persist in such
efforts since no amount of within-school improvement
is likely to work in schools with concentrations of the
most disadvantaged students.

Tackling concentrations of disadvantage:
Policy illustrations

® Present ‘league tables’” in new ways, for example
based on clusters of schools in an area,
encouraging them to share resources and work
together.

e Make schools with less advantaged students
more attractive — for example by giving them
more resources to attract the best teachers
and/or permit smaller classes.

e Coordinate admissions procedures among groups
of schools to avoid excessive social
concentration in any one of them.

Conclusion: deploying resources to give priority
to the disadvantaged

For too long UK spending on education as a proportion
of GDP has been well below the OECD average. The
Government's commitment to a major expansion in
resources potentially allows everybody to benefit, but
with an extra emphasis on disadvantaged groups. This
could redress longstanding inequalities. It would mean
devoting somewhat less than otherwise to general
education improvements, but in the context of overall
growth would not require cuts elsewhere.

Such a process requires better mechanisms for
targeting disadvantage both within and between
schools. Rigorous evaluation is needed to ensure that
targeted money is well spent. Most importantly, the
education system needs to raise its expectations of
disadvantaged students, while providing the resources
necessary to make them achievable.

Not only the young: Equal access to learning
throughout life

A sound initial education for all is an essential
foundation for combating disadvantage. However, it
is also essential for adults to be able to continue to
develop throughout their lives, adapting to changing
circumstances and continuing their education and
training where necessary. Yet here, too, there is
damaging inequality, with those who are already the
most educated and skilled being the most likely to
participate (Figure 19).

The United Kingdom is relatively good at
providing employer-based training to higher skilled
workers. It is worse at engaging less skilled workers
and those outside employment, and a bias in
training opportunities towards the better educated
is compounded by a bias towards those in good
jobs. New avenues for less advantaged groups need
therefore to focus on:

e promoting Continuous Education and Training
(CET) and providing clear information and
guidance for under-served groups

e subsidising work-related CET in ways that build
on the experience of Individual Learning
Accounts, but are more targeted on the
disadvantaged — possibly by linking access to
income-tested tax credits

e improving incentives to undertake training, for
example through enhanced benefits.

Figure 19 Percentage of 25- to 64-year-old employees

receiving

education/training, by qualification and literacy level (1994-95)

80 - M qualification level
Literacy level

Percentage

Low Medium High

KEY

Qualifications:

low = below upper
secondary;

medium = upper secondary;
high = tertiary

Literacy:

on International Adult
Literacy Survey scale,
Low = level 1/2;
Medium = level 3;
High = level 4/5.

Source: 0'Connell (1999)
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2 Family poverty: Breaking the link

with social exclusion

An integrated approach to family poverty is
needed...

The alarming growth in child poverty over the past two
decades has led to a historically unique political
commitment to tackle the problem over the next two. At
one level, this is a matter of improving the incomes of
families with children, which have deteriorated in
relative terms. Yet both the causes and consequences of
child poverty are tied up with a range of other influences
within families, ranging from low skills to poor health to
limited expectations. Many children who grow up poor
are being excluded from the mainstream life of a largely
affluent society. An attack on income poverty needs
therefore to be combined with a strategy to address
other aspects of social exclusion.

Family poverty — the problem

Figure 20 Child poverty has risen even faster than adult poverty...

. Whole population
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Source: Department for Work and Pensions 2002a.

Figure 21 ...and since its peak in 1996 has fallen by only a fifth of the
increase since 1979...

% "Historic aim”
\\4/ (see p. 25)

Number of children in households
below 60% median income

1979 1996-7 2000-01 2019?

Source: Department for Work and Pensions 2002a.
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... addressing child poverty, which has
worsened sharply...

Between 1979 and 1996, the number of children living
in households with below 60 per cent of median income
more than doubled, to above 4 million. Despite a
reduction in this number by half a million since 1996, 3
in 10 children remain in households with incomes below
this threshold (Brewer et al. 2002).

Unlike a generation ago, poverty is now
concentrated in households with children (Figure 20).
The long-term rise in child poverty has thus been linked
partly to general trends that have increased inequalities,
such as the growing dispersion of earnings, but also to
some factors that have hit families with children hardest.
In particular, the number of children living in households
without work has doubled since 1979, to nearly two
million, of whom about half have lone parents (Dickens
et al. 2001).

In the UK today, a child has more chance of living in
a household with below 60 per cent median income
than a child in almost any other European country, and
twice as much chance as a French, Swedish or Dutch
child (Bradbury and Janitti 1999).

Child poverty is a form of hardship that society finds
particularly unacceptable. Joseph Rowntree Foundation
research shows that parents who live in poverty often try
to shield their children from its consequences, by
spending less on themselves (Kempson 1996). Yet they
do not fully succeed. Those in the poorest fifth of the
population spend no more on their children’s toys,
clothes and shoes (in real terms) than they did 30 years
ago (Gregg et al. 1999).

Thus the nation’s poorest children have not shared in
the dramatic increase in the material well-being of
children generally in the UK in recent years. The
Foundation’s Survey of Poverty and Social Exclusion
showed that two million children at the end of the
twentieth century were going without items that most
members of the general public considered to be
necessary — because their parents could not afford them.
These were things such as adequate clothing, a healthy
diet and items to help their educational development
(Gordon et al. 2000).

...and which passes down through the
generations...

Quite apart from the direct suffering caused by the
experience of child poverty, there is now strong evidence
that it has a long-term detrimental effect on people’s
lives, and therefore often repeats itself from one



generation to the next. JRF research has shown that
even when they are in their 30s, adults have less chance
of working and more chance of low pay if their families
faced financial hardship when they were growing up
(Figures 22 and 23). This poverty effect is over and
above the effect of associated phenomena such as
unemployment. Poverty is also a key element in the
disadvantage faced by many children growing up in lone
parent families; those who are not poor face similar
chances in adulthood whether they grew up with two
parents or one.

...but poverty must also be seen in the context
of a range of related family difficulties.

The recurrence of disadvantage that can occur from one
generation to the next involves a range of factors
associated with poverty, including poor health, low
qualifications, antisocial behaviour and, for a minority, the
experience of growing up in care. The link between low
income and wider disadvantage across generations is
illustrated by the finding that parents who experienced
poverty as children are more likely to have children who
perform poorly at school. Any solutions need therefore to
address a range of risk factors that make young people
potentially vulnerable throughout childhood. These range
from individual characteristics such as behavioural
disorders and health, to family circumstances, to the level
of support they receive from their local communities.

The Government's war on child poverty has
made a promising start, but has reached only
the end of the beginning

The present government has acknowledged the
unacceptability of child poverty in a prosperous society.
In March 1999, the Prime Minister stated:

"Our historic aim will be for ours to be the first
generation to end child poverty...It is a 20 year
mission."

In the past five years, a start has been made through a
combination of three kinds of policy:

Redistribution of income towards families with
children, through a two-track policy that gives
something to all such families, but more to the poor.
Budgets from 1998 onwards have consistently
redistributed to poorer groups and to children. The Child
Tax Credit will from March 2003 give the Government a
single instrument for directing money to children
according to their means, regardless of other aspects of
family circumstances. Much (although by no means all)
of this help goes to families with below 60 per cent
median income.

Figures 22 and 23 ...while the damage done passes down the generations.
Outcomes aged 33, by childhood background
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Measures to help parents to enter work, including
the New Deal for Lone Parents, tax credits for childcare
and a greater number of childcare places.

Initiatives to tackle wider social exclusion, including
in particular the Sure Start programme of comprehensive
support services to families with young children in
disadvantaged neighbourhoods, and the Children’s Fund
offering support for older children and their parents.

Efforts to reduce poverty have made some early
progress, with a slow but steady fall in the number of
children with no parent working, and an apparent
(modest) reversal of the rise in the number of children in
families with low incomes (Figure 21). However, this is
only the start of a very long journey, for two important
reasons.

First, even if conditions were to stay the same, it gets
relatively harder to lift people out of poverty, since the
first beneficiaries have been primarily those close to the
threshold, such as low-income working families, rather
than those in deeper poverty.

Second, it is harder because in practice, conditions
will not stay the same. Some factors, such as widening
wage differences, could make the task harder. Others,
such as economic downturns, will test political resolve.
To complete the mission, courage and determination will
be needed.
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Tackling family poverty: A broad-based strategy

The first principle stated in Part | is to help people achieve
their potential. For children, this means not just offering
educational opportunities but also enabling them to grow
up free of poverty and disadvantage, which prevent them
from taking full advantage of these opportunities.

Of all the policy areas reviewed in this report, child
poverty is the one where a commitment to tackle
disadvantage is at present the strongest in government
strategy. Yet the problems that remain are deeply
entrenched and require long-term solution. This is
partly a matter of committing sufficient resources to
enable children to escape income poverty, but must also
include a wide range of other measures to help families
whose problems are not wholly financial.

Sustaining the assault on child poverty
Few would disagree with Gordon Brown, the Chancellor
of the Exchequer, that child poverty is a "scar on the
nation’s soul". But it seems increasingly unlikely that
his commitment to halve child poverty by 2010 and
then eradicate it "within a generation” can be met
unless the goal is pursued with still greater vigour. The
modest progress made so far despite some bold
measures demonstrates the magnitude of the task.
With the launch of a new system to support families
with children in 2003, the structures are in place to
sustain this assault. What will matter is maintaining a
commitment to allocate sufficient resources to such
support, which may require tough decisions about
taxation and other spending priorities.

Services delivering support to families

Public policy has to strike a balance between providing
legitimate support for families in their role of raising
healthy, competent and confident children, and avoiding
excessive intervention in the private sphere of people’s
lives. The important thing is for governments to support
families without either stigmatising them or trying to
substitute for parents, other than in extreme
circumstances where children’s safety is at risk.

Two promising current examples of hands-on
support for families in disadvantaged communities are
Sure Start and the Children’s Fund, providing positive
help for parents of children under 4 and aged 5 to 13
respectively. They work because they bring together a
range of different services to provide comprehensive
support that involves families in managing their own
development.
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Long-term policy goals

e Sustain the assault on child poverty.

e Structure services to offer direct help to parents
and children in dealing with their lives, where it
is needed.

e Extend family support in new directions where
needed, for example to help support
relationships and work-life balance.

In order to extend and sustain these efforts, which
so far cater for only a minority of children in poor
households, the approach of these support services
needs to be integrated into ‘mainstream’ services. The
commitment in the 2002 Comprehensive Spending
Review to pilot Children’s Trusts which integrate all
children’s services is a radical step in this direction. A
further welcome step would be to stop measuring the
success of services in terms of ‘service outputs’ — the
volume of services delivered to families — and instead
develop services according to how well they improve
children’s lives (‘outcome-based’ planning). This would
encourage a pooling of resources among agencies, and
the involvement of children and parents, in efforts to
achieve the desired results.

Tackling child poverty: policy illustrations

e Adopt a budget rule that increases in the income
that supports children in the worst-off families
should consistently be equal to or exceed the
general rise in living standards. For the first time,
the Child Tax Credit gives a simple mechanism to
pursue this goal in relation to all poor families,
in and out of work.

e Over a sustained period prioritise the income of
non-working families with children, whose
income mainly remains well below the 60 per
cent of median income target. Specifically, aim
to ensure that the overall income of these
families — which include an ‘adult’ as well as a
‘child" portion — rises relative to median
incomes.

® Look closely at and address the causes of lack of
take-up of present entitlements. About 1'/2
million children live in households with below 60
per cent of median who are not receiving either
Income Support or tax credits (Brewer et al.
2002).




Extending family support in new directions

As well as reforming the overall structure of services to
families, the scope of family support needs to be
reconsidered in the years ahead. What new kinds of
action are needed to address changing demographic
and social trends? Three areas actively considered by
the Joseph Rowntree Foundation concern early
parenthood, relationship support and work-life balance.

Early parenthood Britain has the highest teenage
birth rate in Western Europe (despite a modest fall in
recent years). Young mothers are more likely than
average to come from disadvantaged families, and their
children are more likely to be raised in poverty. With a
general trend among most couples to start families
later, Britain risks a growing polarisation between
double-income families with older parents, and those
who have become parents early, especially those
mothers not living with their child’s father at the time of
birth or during early childhood.

Research findings show the importance of a range
of support services addressed to this latter group. They
start with the importance of school education, which
can be at least as likely to discourage early pregnancy
as contraception advice. Advice after conception
together with pre- and post-natal support are also
critical. Support focused on early pregnancy and
parenthood should not be confined literally to ‘teen
pregnancy’, since the evidence shows that risks of
poverty and exclusion are also disproportionately high
for people who become parents in their early 20s
(Figure 24).

Relationship support Ministers have maintained that
Government should have no part in cajoling people into
marriage, nor in compelling them to remain together
when relationships break down. However, more public
resources devoted to supporting parental relationships
can benefit children, since research demonstrates the
long-term damage to their well-being and prospects
where ties with either parent are broken.

Research also shows, more directly, that adverse
economic and environmental factors, including low
income and poor housing, can harm children through
the stress placed on parents. As well as combating
these factors, more can be done to help parents
experiencing them.

A more sensitive matter is the status of parents in
couples, whether cohabiting or married. Stronger, more
committed relationships tend to lead to marriage, yet in
Britain more relationships break down both among
cohabiting parents and among those who marry after
the birth of a child than in other European countries.
France has introduced 'Civil Solidarity Pacts’ for parents

who do not wish to marry, many of whom welcome the
rights, responsibilities and recognition that such pacts
confer on a relationship. This option merits further
investigation for the UK.

Work-life balance Low-income parents, especially
lone parents, can face tough choices about whether to
support their children by earning income or by staying
at home with them. Decisions are influenced by the
choices on offer, most notably access to high quality
childcare. While much emphasis has so far been placed
on moving from welfare to work, policies that allow
parents to spend more time supporting their children
may in the long term be just as important to reducing
social exclusion. There is some evidence that the
support that parents can give at home, especially to
pre-school children, can make a substantial difference to
their future development.

Thus, rather than promoting either going out to work or
staying at home, governments and employers need to
improve the quality of options and provide real choice.
This means both further improvements to childcare and
rules to ensure better choices at work — rules that
remain weaker in the UK than in many other European
countries.

Figure 24 Early motherhood and adult social exclusion: the proportion of
women experiencing given outcomes by age at birth of first baby
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Work-life balance: Policy illustrations

e Measures to allow changes in hours for family
reasons, through tougher conditions on
employers.

e More rigorous enforcement of the EU Working
Time Directive.

e Measures to ensure that employees are properly
informed of family friendly options.
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3 Unequal places: Disadvantage and

geographic difference

Policies to help disadvantaged places have
focused on the local...

The distribution of disadvantage in the UK today has a
strongly geographic dimension. A world of difference
separates the poorest neighbourhoods where jobs are
scarce and where poverty and associated social
problems are the norm, from booming areas where the
greatest difficulty is the shortage of staff for domestic
and public services.

Recognising these stark contrasts, the government
has launched regeneration policies which focus on the
most deprived neighbourhoods and local authorities. At
the same time, regional bodies are being given an
enhanced role, particularly in relation to economic
development, with the establishment of Regional
Development Agencies. However, the focus of the new
regional approach, especially in England, has not been
to address poverty and disadvantage.

The Joseph Rowntree Foundation's research has
shown the importance of locally based regeneration.
The following analysis does not seek to diminish the
significance of neighbourhood renewal efforts, but
focuses on the regional dimension, which has received
less attention.

...but regional differences, especially between
the south and north, cannot be ignored...
Although there are great variations within regions,
differences in the prosperity and the concentration of
disadvantage across different regions of the country are
considerable. And they matter.

The United Kingdom today has regions well below
and well above the EU average, in terms of income per
head (Figure 25). While there are pockets of poverty in
all regions, the chance of being poor varies widely by
region. The 10 per cent of local authorities with the
worst concentrations of disadvantage are primarily in
the north, with none in the south outside London
(Figure 26).

There are three particular reasons to pay attention
to these regional differences:

The mismatch in housing demand and supply This
creates contrasting frictions. In the south-east, the
housing supply crisis obliges many to live in
overcrowded or temporary homes and is causing a key
worker shortage. In the north, low housing demand is
threatening the viability of services where population
densities fall and at worst has led to a virtual
abandoning of some neighbourhoods.
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Large clusters of deprived areas In some parts of the
north, these clusters are making escape more difficult,
creating stigma and limiting their residents’
opportunities.

The effect of economic restructuring The factors
that have driven a widening of these disparities have
yet to run their course. As economic restruturing
continues, strong regions are able to build on their
comparative advantage, and weaker ones suffer
(Cambridge Econometrics 2002). Without significant
policy intervention, regional differences risk increasing
in the next 20 years.

...with employment differences especially
significant...

The critical difference between better- and worse-off
regions is the development of job opportunities.
London had 16 per cent more jobs in 2001 than in
1995; in the north of England and Scotland there was
no growth overall, and a fall in full-time male
employment (Cambridge Econometrics 2002).

In deprived areas of the south, in particular within
London, there is great potential to help disadvantaged
groups improve their ability to access jobs. In regions
where jobs are generally scarce, this is harder. In these
areas the New Deal has a poorer record in finding
people jobs. Where it has found jobs, they are more
likely in these regions to be short-lived or of lower
quality (Sunley et al. 2001).

...and continuously compounded by the
location of markets and skills.
Regional employment differences originate largely from
the decline in manufacturing in formerly industrial
regions, and the natural advantages of London and the
south as service industry centres. These differences are
being compounded over time by virtuous and vicious
circles. Firms want to locate employment where there
are plentiful skills and prosperous local markets. Since
some of these markets and skills come from the
presence of other successful companies, there is a
tendency for successful services industries to cluster.
Companies benefit from informal networking among
specialists in the same industry, and from an area’s
prosperity, which creates markets for a range of services
such as leisure and retail.

At a regional level, there is constant interaction
between the kinds of job available and the competence
of the workforce. While all regions have just over a



third of people working in middle-level jobs, in London
there are twice as many in professional, managerial and
technical occupations than in the least skilled work,
whereas in the former industrial regions there are
similar numbers in both categories (National Statistics
2002). As these different profiles attract different kinds
of jobs, some regions could become increasingly
dominated by low-skill, low-paid employment from
which it is hard to escape.

More specifically, three key factors feeding into high
productivity are unevenly distributed through the
regions:

Skills In London, the south-east and the east of
England, a much larger proportion of young people stay
in full-time education than in most regions (Department
for Education and Skills 2002), and this is compounded
by a ‘brain drain’ of graduates moving to these regions
from others.

Investment and innovation London and the south-
east are better placed to attract new private investment
whether from Britain or overseas. Despite high profile
cases of inward investment in depressed regions, it is
the favoured ones that attract the most. However,
public sector investment cannot be ignored, and in more
depressed areas plays a major role in the local economy.

Enterprise and competition Nineteen out of the 20
local authorities with the highest rates of business
formation are in the south. Even in periods of economic
growth, some less favoured regions have seen more
businesses closing than starting up. This shortfall feeds
the underlying disadvantages of the region by failing to
create a competitive business environment with a drive
for increased productivity, research and development
and workforce training (HM Treasury/Department of
Trade and Industry 2001).

Geography — the problem

Figure 25 UK regions vary in wealth from well above to well below
the EU average...
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Figure 26 ...with up to a half of people in some regions living in the
country’s most deprived local authorities in England...
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Figure 27 ...and differences accentuated by variations in the occupational
profiles of different regions.
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Note: The classifications shown here exclude middle-level jobs.
In all regions the proportions in these are similar, at around 35-40%.
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Tackling geographic disadvantage:

Developing the regions

Contrary to common belief, the growth of different
regions in the United Kingdom is not a zero-sum game.
If depressed regions can attract more investment and
generate more prosperity, this need not come at the
expense of presently successful ones, and indeed can
help them. It can help take pressure off an overheated
housing market in the south, while creating a more
balanced and sustainable level of prosperity in the
nation as a whole.

For individuals and for local communities, a healthy
regional economy is an important background factor: it
is much harder for those suffering disadvantage to
realise their potential if they live in a depressed area of
the country.

Supporting private investment

Traditionally, regional development has been closely
concerned with the use of fiscal measures to help
attract private investment to disadvantaged regions.
Government has a variety of tools for doing so,
including preferential tax rates, capital allowances,
government grants and subsidies.

The research evidence shows that such measures
can have significant benefits. Regions in Europe that
have succeeded in lifting their economic performance
have all benefited from serious investment from
national or European funds. Yet annual spending on the
UK's most important tool, Regional Selective Assistance,
has declined steadily, and such support is only around a
third of the EU average (see Figure 28). There is a
strong case for reversing this trend.

Inward investment and locally generated growth
cannot be seen as alternatives, but as complementary
routes to regional revival.

Long-term policy goals

e Complement measures to encourage local growth
with active support for outside investment in
deprived regions.

@ Deploy public spending in ways that help regions
grow.

e Ensure adequate investment in the ‘hard’
(physical) and ‘soft’ (people/networks)
infrastructure needed for an ‘urban renaissance’.

e Help rural communities to develop the capacity to
support geographically dispersed disadvantaged
groups.

e Encourage a civic culture that enables
communities to design solutions to their own
difficulties.
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Deploying public spending

Direct public spending on mainstream government
programmes will always be far higher than any
government support for private regional investment.
Can such public spending be targeted to help
disadvantaged regions? Much of this spending — for
example on schools and hospitals — needs to be spent
throughout the country, and even measures privileging
disadvantaged clients advocated elsewhere in this
report would not have a big regional effect. A number
of spending decisions may take into account regional
development factors; some illustrative examples are
listed opposite. In such decisions, regional economic
development could become an explicit factor, while not
the only one that determines the outcome.

One lesson from the past, however, is that public
employment is never itself enough to revive an area:
such investment is best employed as part of a wider
strategy in which conditions for private investment are
also created, so that the stimulus from public jobs can
be fully exploited.

Encouraging an urban renaissance

The revival of depressed regions outside the south of
England will require a turnaround in the fortunes of
these regions’ big cities. The Urban Taskforce and Urban
White Paper have envisaged economic revival for
Britain's towns and cities, drawing more on the
experience of European cities like Barcelona and
Amsterdam than on British precedent.

Some cities appear to have begun to turn the corner
with people and jobs returning. However, important
pockets of poverty remain, and the success of cities
such as Leeds has not so far spread outwards to
neighbouring places such as Bradford. A strategy
aiming to push this revival further will need to:

e Help spread success rather than assume a trickle out
effect. This requires the building of linkages around
subregional centres, whether physical transport links
or in terms of governance — for example co-
ordinating the approaches of planning authorities.

e Avoid polarisation within cities, as has occurred in
London, by aiming to develop mixed income and
mixed age communities and by helping the least
skilled and educated to acquire training and
education that will allow them to access new jobs.

e Address the problems of areas with low housing
demand, which has a knock-on effect on the
attractiveness and viability of parts of large cities.



Deploying public spending to regions:

Policy illustrations

e Consider regional factors when awarding BO
government contracts — ranging from major
defence procurement to small one-off contracts. 200 - [l -l

e Site major government investment strategically,
for example in new higher education facilities.

e Site civil service offices (for either new or
relocated functions) strategically.

Figure 28 Spending per head on regional aid by EU member states
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A key challenge for government in the years ahead
will be to ensure that such efforts are more than just a

Economic regeneration will not create an urban panoply of disjointed initiatives. In particular, policies at
renaissance if inner city neighbourhoods are so national, regional and local levels need to be
unattractive that people commute to the new jobs integrated, ensuring that they are complementary and
from outside. Such problems can be addressed partly that individual policies in each case are implemented at
through better management of the social housing the most appropriate spatial level.

sector but in some areas such as Manchester and

Liverpool, large-scale renewal of the physical and

social infrastructure will be needed. In these areas, Local solutions: Policy illustration

new vehicles such as regeneration companies need Support “catalyst’ projects, such as festivals, and the

to be capable of bringing public and private ‘recovery’ of local public spaces, with strong

resources to bear on an entire sub-regional housing involvement from the local community. Major

market. events such as the Commonwealth Games in

Manchester may also be important in building

Tackling exclusion in rural areas social capital by enhancing local pride and identity.

Poverty and disadvantage are not confined to the urban
areas of Britain. In rural areas, social exclusion is
widespread, though often hidden (Joseph Rowntree
Foundation 2000). The risk here is that growing general
affluence makes life harder for those without resources,
for example through limited transport and housing
options. Here, concentrated area-based initiatives are
less appropriate than in cities, but the need for
amenities such as social housing is strong. To involve
those affected in local initiatives, new approaches to
capacity-building are therefore required, adapted to the
rural situation where problems are less geographically
concentrated.

Encouraging bottom-up solutions

Within and between regions, local diversity demands a
variety of responses to the problem of regeneration.
Decentralisation of decision making is needed, not
merely in order to deliver central priorities more
efficiently but to help shape the agenda.

Tackling disadvantage: A 20-year enterprise




Bl 4 Supporting incomes for vulnerable groups

This report has pointed to a damaging rise in
the number of people on a low income...

The number of people in households with less than 60
per cent of median income has more than doubled over
the past 20 years. This report has called for a concerted
effort over the next 20 years to minimise the number
with incomes below that threshold. It does so first
because so many households are failing to attain what
is agreed to be a basic living standard in the twenty-
first century, and second on the basis that a prosperous
country can afford to allocate some of its future growth
to gradually improving the relative position of the worst
off.

...during a period when the impact of
economic and demographic trends have been
compounded by benefit stringency...
The growth in inequalities has been influenced by a
range of long-term social and economic trends,
summarised on pages 10-11. These have resulted in
particular in a growth in the number of households that
have members of working age, but with nobody in
work. With the number of pensioners also rising over
the long term, the number of people depending on
benefits to keep them out of poverty has increased.
However, the actual poverty rate is influenced not
just by the number on benefits but by the relative
incomes of people in particular situations, whether in
low-paid work or depending on particular benefits. For
those in work, relative pay has fallen steadily (see
Figure 5, page 10). For those not working, income
depends on the adequacy of various benefits.
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Supporting income — the problem

enefits stagnant in real terms, they have steadily fallen
of average earnings

Basic State Pension

— = - Supplementary Benefit/Income Support
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Source: Department for Work and Pensions (2002b) and Institute for Fiscal Studies (2002)
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In practice, Governments keen to contain a
mounting welfare bill have contributed to the relative
decline of the incomes of the poorest by generally
uprating benefits only in line with prices rather than
rising earnings over most of the past two decades
(Figure 29).

The present government has gone some way
towards reversing this policy, for selected groups. In
particular, there have been sharp rises in benefits for
children, and in means-tested benefits for pensioners.
However, with these exceptions, benefits have
continued to rise more slowly than general living
standards, and some key benefits such as the state
retirement pension remain well below their former value
relative to earnings (Department for Work and Pensions
2002a). Most importantly for the long term, there has
been no general commitment to restore a link between
rises in benefits and rises in earnings. In such
circumstances, there is a risk that the value of benefits
will continue to erode over the long term: in hard times,
governments find it hard to afford to increase them in
real terms, while in high-growth periods even generous
increases may fail to raise their value relative to
earnings, which are also rapidly rising.

...and dependence on means-tested support
has grown.

In the postwar welfare state, there was an idea that full
employment would provide adequate incomes for most
people of working age, with insurance benefits covering
contingencies like unemployment and sickness, as well
as a basic income in retirement. Today, benefits for
contingencies such as unemployment and retirement
have fallen in relative value, as have earnings at the
bottom end of the labour market.

To compensate, the government has broadened the
role of means-tested benefits and tax credits. Most
unemployed people depend on such benefits. Pensioner
incomes are being maintained relative to earnings not
through the retirement pension but through a Minimum
Income Guarantee, and soon through a Pensioner Credit
that will top up incomes for half of all pensioners. For
those in work, top-ups for low incomes have been
increased in the present tax credit regime, and from
2003 will be extended beyond the present target groups
(families with children and disabled people).

A guarantee that nobody's income will fall below a
particular level is an essential part in any strategy for
tackling disadvantage. However, such guarantees work
better if they are a back-up to other measures. If
means-testing becomes the mainstay of a system to



tackle income disadvantage, a number of risks arise.

Means-testing may reduce people’s incentives to
provide for themselves. The government is keen to
avoid this, and has ensured through tax credits that
people who take work and those who have saved for
their pensions are better off as a result. However, in
order to do so, it has had to extend means testing to a
much larger number of people on low to middle
incomes. They face high effective marginal tax rates, as
benefits are withdrawn with rising income. Too much
means-tested support of in-work incomes therefore risks
undermining, over the long term, the incentive of
households to take steps to enhance their own earnings
— whether by improving their skills or by increasing
their working hours (for example through a second
person in the household working).

Such withdrawal effects create new poverty traps,
and may be seen as unfair, even if they do not
determine behaviour. They limit the capacity of
households to raise their net incomes above a certain
just-adequate level.

Take-up of means-tested benefits is often relatively
low, partly because of stigma attached to claiming. This
means that in practice they do not ensure minimum
incomes for all. The government is trying to reduce
stigma, but take-up rates remain an issue. For example,
38 per cent of those entitled are estimated not to claim
Working Families Tax Credit® and between 22 per cent
and 36 per cent do not take up the Minimum Income
Guarantee. This contrasts with near-universal take up of
non-means tested benefits such as Child Benefit and the
State Retirement Pension.

Tackling disadvantage: A 20-year enterprise




Tackling income: Routes

A strategy to ensure that, 20 years from now, as few
people as possible live on incomes below 60 per cent of
median needs to operate on several fronts
simultaneously. In particular, such a strategy must apply
the first principle for tackling disadvantage proposed in
Part I, of helping people achieve their potential, in
combination with the second, of creating an adequate
income floor.

Enhancing earnings from paid work

The greatest potential to improve people’s incomes
remains with paid work. For people who are not
working and want to, a focus by government on
assistance in moving into jobs has been a helpful
strategy.

However, somewhat less attention has been given to
the task of enabling people to thrive in the working
world, in terms of getting stable, high quality jobs that
are well enough paid to avoid having to fall back on
means-tested support in order to obtain an adequate
income. Even though some working families with high
levels of need may always require some extra assistance
even if wages rise, a sustainable long-term reduction in
poverty rates would be helped greatly by improved
earning power among the lowest paid. This would help
to sustain them in their working years and also improve
their ability to save for retirement.

Is it possible to start reversing a long-standing trend
towards more unequal rewards in the labour market?
Wage and income dispersion in OECD countries appears
to be closely associated with education and skill
inequalities (Figure 30). Thus any strategy to reduce
low pay must centre around the twin objectives of
improving ‘human capital’ and raising productivity.

Inequality of skills*

Figure 30 The UK'’s relatively unequal earnings distribution is associated
with its unequal skill distribution
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out of poverty

Better education and training, discussed on pages
20-23, are central. However, they are not enough.
Government and employers also need to work together
to ensure that the right skills are developed and that
they are used productively at the workplace. This
mission goes hand in hand with encouraging employers
to invest more in training their less qualified workers.

Long-term policy goals

e Enhance earnings from work.

e Create a sound basis for providing incomes to
needy groups outside the labour market, meeting
the principle of minimising the number of people
below 60 per cent of the median.

e Give greater recognition to those who undertake
socially valued activities outside paid work.

At the same time as improving skills and
productivity, it should be possible to raise the earnings
floor progressively through upratings in the minimum
wage. As a start, governments interested in raising low
wages will want to increase the minimum to the
greatest extent possible without threatening jobs. But
while pay increases cannot sustainably run ahead of
productivity increases, one aim can be to raise them in
tandem. Over a sustained period, the knowledge by
employers that the minimum wage will be increased
annually, at least in proportion to average earnings and
where possible faster, will create an incentive to think
of ways of improving productivity.

If such a strategy succeeds, tax credits to top up low
working incomes would not disappear but could be
expected to play a more incidental role. The
government has already created a separate mechanism,
the Child Tax Credit, to recognise the extra needs of
families with children — this is no longer specifically a
support for work, but a wider form of support for
people inside and outside work on lower incomes. The
credit more specifically designed to make work pay, the
Working Tax Credit, might eventually be reduced to the
role of a temporary safety net and a bridge into work
rather than a long-term income top-up for people stuck
on low pay.

Provision for needy groups outside the labour
market

A large number of people of working age, and the great
majority of older people, have to live for lengthy periods
without income from work. The ‘insurance’ principle for
providing income during these periods in return for
contribution during working periods has more or less



More stable non-work incomes: Policy

illustrations

e For people with disabilities that limit their
capacity for work, a single stable payment
similar to the Child Tax Credit would allow
greater flexibility. This could be paid whether the
person was not working or was in low-
paid/erratic employment, and would only be
withdrawn for people who find good stable jobs.
It would be separate from the allowance paid to
severely disabled people, regardless of means, to
help them cope with their disabilities.

e Retired people with limited means would benefit
from stronger entitlements that would reduce
the need for means-testing. Possibilities include:
- speeding up the introduction of a second state

pension to guarantee something like 60 per

cent of median income, which at present could
take 50 years

raising the value of the main state pension to

the level of the minimum income guarantee,

and peg it to earnings®

- introducing a further tier of pensions

supported by compulsory insurance

- a new state retirement pension at two levels,

with the present minimum income guarantee
level for people on modest incomes and a
lower level, equal to the present retirement
pension, for the better off.

broken down in the UK, with means-tested benefits now
being the principal guarantee.

Attitude surveys show considerable public support
for giving more generous benefits to certain groups who
have good reasons not to work, or to work less than
other groups — notably parents, disabled people and
retired people.

A strategy for systematically supporting their
incomes could usefully be guided by two objectives. The
first is to provide out-of-work incomes that rise
systematically with increasing prosperity. The second is
to avoid making excessive use of means tests, and to
balance income-dependent benefit with a stable
structure of broad entitlements. A means-tested safety
net will have to play some role in moving towards a
guarantee of 60 per cent median income, but it should
not be the sole measure.

Recent changes in the way in which families with
children are being supported illustrates how both of
these goals can be pursued. After many years in which
some children’s benefits (and especially Child Benefit)
have declined in relative terms, support for children has
been sharply increased and at least partially pegged to

rises in earnings.’” The reformed benefits and tax credits
system being completed in 2003 offers a combination of
some support for everyone and extra support for those
on low incomes. For poorer families, there is not a
narrow means test, but rather a flat rate of Child Tax
Credit that gives all families earning below a certain
level a flat rate payment, whether or not they are
working.

Other groups facing long-term uncertainties over
their incomes could also benefit from stronger
guarantees of this kind. People whose disabilities
prevent them from getting stable employment find it
hard to cope with the present system, especially if they
move in and out of work. People with limited means
are among those facing growing uncertainty about
whether they will have an adequate income in
retirement. They need a stronger bedrock of guaranteed
support. It is not in the scope of this report to redesign
the social security system, but the box on the left
illustrates the kind of policy that potentially could
pursue this goal.

Valuing activities outside paid work

The present government's mantra is ‘work for those
who can, security for those who cannot’. Yet it is not
helpful to regard people outside paid work as helpless
beings whose only need is support. An alternative is to
encourage a range of activities — such as learning,
caring and volunteering — that add social value.

As a minimum it is important not to create
conditions that deter participation in activities outside
work for fear of losing entitlement to benefit. A more
ambitious aim would be to create extra rewards for
particularly valued activities.

Rewarding valued activities: Policy

illustration

e A more generous and flexible carers” allowance
could be combined with an exemption of income
received for personal caring (whether from
public or private sources) from tests that
determine benefit and tax credit entitlements.
Such measures would acknowledge that society
benefits from a large amount of free informal
care. With the number of children forecast to
decline while the number of older people rises,
the relative importance of encouraging family-
and community-based support for older
generations will grow.
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5 Housing: The twin crises

affordability

Housing shortages affect everyone, but
disadvantaged people the most.

In Britain today, homes are being built at much too slow
a rate to match growth in demand. This is resulting in
shortages in some areas of the country, which could get
very much worse in the next 20 years.

The consequences of these shortages are many and
varied. Everyone in areas of the country where housing
is scarce is likely to be affected in some way, whether
through limited housing opportunities, higher
mortgages, long commutes or a deterioration of certain
public services that are having difficulty recruiting and
retaining staff.

The most severe effects, however, are felt by the
least affluent families, unable to buy or rent satisfactory
housing. At worst, they are driven into temporary
accommodation or become homeless. Fewer people are
now being accepted by local authorities as homeless,
but a shortage of social housing has meant that most of
these — and twice as many as in the 1990s — are having
to live in temporary accommodation rather than being
rehoused (Wilcox 2001).

They arise partly from underlying economic
and demographic trends...

The demand for new housing is being driven by changes
in the way in which an affluent Britain chooses to live,
and related to this, how many households are being
formed:

of supply and

With rising living standards, people want to live very
differently than they did a century ago — in smaller
households each occupying a self-contained house
or flat, rather than in large extended families.

As people live longer, they are spending more time
occupying homes that are often large relative to the
number of people living in the household.
Single-person households are increasing (Figure 32),
not just because there are more older people but
also because people of working age are forming
couples at later ages, and many divorce or separate
(Office for National Statistics 2001a).

Net migration from other countries is forecast to
grow nearly 50 per cent faster than was being
predicted as recently as 1998 (GAD 2002).

These trends are not all bad news in themselves: it is
good that people are living longer and meeting new
aspirations. The problem is for housing policies to keep
up with them without creating hardship that arises from
shortages.

...creating over 4 million extra households
between 2001 and 2021...

Taking these factors together, it is not easy to produce
accurate forecasts of growth in household numbers.
Recent analysis by the Joseph Rowntree Foundation
suggests that earlier official forecasts overestimated the
ratio of households to population. However this is

Housing — the problem

Figure 31 Housebuilding is at its lowest long-term rate since the 1920s...

Figure 32 ...which coincides with growing demand, from factors
such as the increase in single households...
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partly offset by the higher number of expected
immigrants.

The Foundation now estimates that 210,000 new
homes a year will be needed in England over the next
20 years. While this is 7-11 per cent below the
previous official estimate, it is far above recent building
rates. These are at a historic low (Figure 31) and are
falling, with less than 130,000 completed homes in
England in 2001 (Wilcox 2002). The result, on present,
trends would be a shocking shortfall of over a million
homes in 20 years' time.’

...but are exacerbated by uneven demand...
These overall trends mask completely different situations
in various parts of the country. In parts of major
conurbations, demand remains low, and is already
exceeded by supply. Here, the challenge is to improve
existing conditions to help reverse decline, or in some
cases to ‘manage decline’ by clearing estates and streets
in neighbourhoods whose demise seems irreversible.

In contrast, in much of southern England, demand
for housing already outstrips supply. In the years
ahead, the south will bear the brunt of the pressure
from increasing household numbers. Contrary to
popular belief, this is not caused primarily by people
moving south to find jobs. Of the population growth in
the south outside London in the 1990s:

e half came from outward migration from London

e one-quarter was from natural population growth

e just under a fifth came from (net) international
migration

e only one-twelfth came from (net) inter-regional
migration.

London is a special case. Here, outward migration is
more than balanced by high international immigration
and high natural population growth. Immigrants
include the extremes of rich and poor, but growing
pressure on housing risks creating particular difficulties
for the latter, in the absence of sufficient social housing
(Bate et al. 2000).

...and by problems in supply.

Why is the housing market failing to create a sufficient
supply of new homes to meet demand? This case of
market failure can be linked to three factors in
particular — construction industry problems, limits to
land supply and lack of affordability.

Construction industry problems These include skill
and labour shortages, and various process/system
failings highlighted by the Latham and Egan reports
(Latham 1994; Egan 1998). Some of these difficulties
could be addressed in the years ahead, for example by
better procurement procedures, more efficient, factory-
based building techniques and improved training.

Limits to land supply Land supply is constrained
largely by the planning system. The difficulty in
obtaining permission to build on any previously
undeveloped (‘greenfield’) land has grown with the
combination of local opposition from the already well-
housed and a strengthening of campaigns to prevent
development for wider environmental reasons.
Permission is easier on recycled (‘brownfield’)
development land, but housebuilders often find it less
attractive because of higher cost and the likelihood of
lower demand.

Figure 33 ...with the poor suffering most because of a sharp decline in the

number of social housing properties being built.
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Lack of affordability Even if overall
supply were adequate, the most
disadvantaged groups cannot afford
market prices or rents. The level of
subsidy to assist them has fallen steadily
in recent years, both ‘bricks and mortar’
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subsidies to those producing affordable
homes and, more recently, subsidies to
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Source: Department for Transport, Local Government and the Regions (2001)

individuals such as Housing Benefit. The
total volume of these two kinds of support
fell more than 40 per cent in the 1990s.
New building of social housing, having
halved from 1960 to 1980, continued to
diminish rapidly throughout the 1980s and
90s (Figure 33) (Wilcox 2001).
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B Tackling housing: Facing reality

This report argues that tackling disadvantage in Britain
requires improved access not just to adequate incomes
but also to other essential resources affecting people’s
quality of life. Adequate housing is central to a decent
lifestyle. It can only be made accessible to everyone
through a combination of improving the overall supply
and policies that focus on the needs of the poorest

Long-term policy goals

e Work to change perceptions about land for
housing and about urban living.

e Increase supply, using new approaches.

e Ensure that there is a sufficient supply of
affordable homes.

groups.
The long-term crises in housing supply described Increasing supply
above arise from some fundamental contradictions The need to increase housing supply to meet demand
between society’s collective behaviour and aspirations has now been accepted by Government. A range of
on the one hand, and what is in practice possible on the mechanisms can help this process, in particular:
other. An aspiration for every family to have a decent
self-contained home will not in the long term be e Concentrating new development in extensions of
achievable if everyone wants to live in leafy suburbs or existing urban areas. This is more likely to create
in rural areas — and to prevent others from building sustainable communities that plug into existing
nearby. Society's aspiration for homelessness and public transport routes, schools and other facilities
squalor to become a thing of the past cannot be than multiple free-standing new developments. Such
achieved without the will to create a much more an approach can be systematically planned with the
reliable system to ensure that everyone is able to afford close involvement of local authorities. Where several
a decent home. hundred homes are involved, there is great scope for
negotiating lower land prices to create ‘planning
Changing perceptions gains’ that help fund affordable housing and
In facing up to the realities of housing supply and its community amenities.
effect on the nation’s well-being, several aspects of the e Putting substantial public and private investment
nation’s collective attitude need to be addressed: behind attempts to reverse the decline of major
urban areas.
e The importance to the nation’s future health and e Harnessing private resources in the public interest.
happiness of a plentiful supply of new homes should The JRF has demonstrated for example how 'City-
be recognised. Shortages harm individuals who centre Apartments for Single People at Affordable
cannot afford decent housing, and the whole Rents’ (CASPAR) can help revive inner city areas
economy through their inflationary impact. (Joseph Rowntree Foundation web — a).
o The value of urban living should be appreciated. It is e A more positive approach to planning. Planning
simply not practical for everybody to live in the authorities need to take a bold step away from
countryside or low-density suburbs, particularly if we reacting, often negatively, to proposals from

wish to limit the need for greenfield building. The

solution is not simply to invoke people to live in
cities and towns, but to ensure that inner suburbs are
attractive to families, and that the centres of
conurbations are attractive to those without children.

o It should be accepted that, while brownfield
development on urban sites is the best form of new
housing, not all of the homes of tomorrow can be
built on recycled land. Even if the government’s
target of 60 per cent of new homes on such sites is
met, over 1'/> million homes will need to be built on
greenfield land in the next two decades. A more
reasoned debate is needed about this issue (see
box).

‘Greenfield’ land: A misunderstanding

The term ‘greenfield’ is one of the most unfortunate
and inappropriate terms used in present policy
debate. Contrary to public perception, it does not
refer simply to rolling countryside, but to any land
that has not been previously developed. Not all of
this land is in attractive or environmentally
sensitive countryside. Much of it is on the edge of
existing cities or towns. A better understanding of
this term would help shift a debate away from
whether to build on such land, to a more rational
one about which land is most appropriate for new
development.
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developers. Rather, they must work pro-actively with
all interested parties to find ways of meeting housing
needs while minimising environmental damage. In
developing ‘masterplans’ that create a framework for
the development of an area, they may need to work
with intermediaries such as major housing
associations, who have expertise in meeting the
needs of communities but not a narrow interest in
building homes for sale.

Improving affordability

The most important single thing that can be done to
enable more low-income households to afford decent
housing is to improve supply. As long as it falls far
short of demand, making housing affordable will be an
uphill struggle, and subsidies to help some groups risk
simply displacing others.

Specific measures that make housing affordable to
such groups remain essential: the market on its own will
never provide guarantees. But this should not mean
simply building rented social housing for the poor. The
single tenure monolithic housing estate has been a
failure: a more sustainable model requires a mixture of
tenures and of incomes, in which where you live does
not label and stigmatise you.

The present government has promised a welcome
reversal of the long-standing decline in public
investment in housing. This will have to be sustained,
and investment deployed wisely. Three routes to
affordability need to be pursued:

e Subsidies for production were the traditional means
of producing more affordable homes, with the state
footing most of the bill for building social housing.
These have been virtually abolished for council
housing. Funding for registered social landlords
remains at historically modest levels, especially
considering rising land, property and building costs.

Figure 34 Total personal subsidies for housing fell steadily in the 1990s

[ Housing benefit |
9 miTR*

12,000 -
E 10,000 -
8,000 -
6,000 -
4,000 -
2,000 -

0
1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 1999/00

* Mortgage Interest Tax Relief Source: Wilcox (2002)

Reversing decline of urban area: Policy

illustrations

e Establish stronger financial incentives to reclaim
and re-use urban land.

e Revive higher density residential building,
including high rise, but for better-off households
without children rather than poor ones with
children, as was tried in the 1960s and 1970s.

® Redevelop undesirable existing residential areas,
in consultation with residents, to create more
attractive communities.

e Create incentives to re-use empty properties and
to convert outmoded industrial and office
buildings.

Despite new private finance for social housing, there
is no substitute for higher levels of public
investment.

e Planning gains can help reduce the public cost of
affordable housing, requiring landowners (or
developers) to divert some of their potential profit
into low-rent or low-cost accommodation as a
condition for planning consent. This can help create
more integrated communities. However, planning
gain should not be oversold as a substitute for other
measures to promote affordability. It risks being
discredited if it holds up development, and remains
highly dependent on buoyant market conditions.

e Personal subsidies to help pay for housing have long
been the biggest form of housing support. Recently,
they have been reduced with the phasing out of
mortgage interest tax relief, tougher rules on housing
benefit and reductions in unemployment (Figure 34).
A more rational support system in the long term
would be a universal needs-related housing
allowance. In the meantime, existing support needs
reforming. Home owners are inadequately protected
against loss of income through voluntary mortgage
protection insurance: a compulsory scheme would be
better. For tenants, the introduction of tax credits for
working families has reduced dependency on
housing benefit, but in the process exacerbated work
disincentives. Better integration, bringing Housing
Benefit within the tax credit system, could address
this.
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Bl 6 Long-term care: Meeting the growing demand

Access to care could become a key source of
social inequality in later life
Many people still face the prospect of poverty and
disadvantage in old age. The drop of income associated
with no longer earning is nothing new. But the degree
of disadvantage faced by many older people in the
future will depend increasingly on the quality,
availability and affordability of care. If provision is
insufficient, those unable to afford care after the onset
of dementia or severe physical impairment will face
considerable hardship. Unlike many forms of
disadvantage, this risk could affect many who have
lived on comfortable incomes for much of their lives, as
well as the persistently poor.

Long-term care is likely to become a central aspect
of social support in the years ahead — not just a
problem affecting the few. One in four people over 85
are in some form of institutional care. People
approaching that age face huge uncertainties about
their ability to find satisfactory arrangements and about
having to use up all their assets to do so, at a time of
life when uncertainty is hardest to cope with.

There is already a crisis developing in long-
term care provision...

At present, long-term care for those who are unable to
afford private provision is supported by social services
departments through fees to care homes. This provision
has been under increasing pressure, because of:

e rising staffing costs, caused in some areas by the rise
in the minimum wage and in others by the need to
raise wages because of high general labour demand

e improvements in standards required by the
government, in line with rising expectations

e pressure on social services budgets, which are
having to spend more than is allocated by central
government.

The result is that social services departments are often
unable to pay the required fees in full, and many care
homes are having to close (Figure 36). Although central
government is now providing subsidies to cover the
health care cost of those in nursing homes and of
‘intermediate care’ for people before returning from
hospital to their own homes, these have not affected
the cost or availability of residential care without a
nursing element.

Is less residential care being replaced by more
support for people staying in their own homes? Quite
the contrary: the number receiving support has declined
(Figure 37), although total hours of support have risen.
Costs here are also rising, because spending is being
concentrated on those needing the greatest care. The
risk of this is that those currently requiring low-level
care will become more needy, as lack of help may cause
their health to deteriorate further.

...and although relatively modest demographic
change gives a window of opportunity...

In the United Kingdom, as in other countries, the
number of people over 75 and over 85 will rise rapidly
over the long term. However, the UK's ‘demographic
time bomb” is not set to detonate in the next 20 years.
While the number over 85 will almost treble by mid-
century, the most rapid increase will only begin in the

Long-term care - the problem

Figure 35 The number of over-85s will rise relatively slowly in the next
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Figure 36 ...and problems are already emerging with the closure of
care homes...
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2020s (Figure 35). Only in the 2030s will the most
numerous generations born in the years after World War
Il start to reach this age (GAD 2002). This gives a
‘window of opportunity’ to build up provision for long-
term care before the most severe rise in demand occurs.

...while medical and technological change
could help...

The impact of ageing on demand for long-term care is,
in present conditions, dramatic. For example, the
incidence of dementia doubles in each five-year age
band, affecting 1 in 60 people aged 65, but 1 in 5
people aged over 80. More than 70 per cent of this
latter age-group have some form of disability.

It is possible, however, that as lives lengthen, health
will improve for any given age-group and the period of
morbidity and disability at the end of life will not
lengthen greatly. This depends on whether potential
breakthroughs in the treatment of conditions such as
dementia and Parkinson's disease materialise. This is a
real possibility, but remains an area of much
uncertainty.

On the other hand, one can predict with more
certainty that technology will make it possible to reduce
the need for care by helping to sustain independent
living. The Joseph Rowntree Foundation has
demonstrated that ‘smart homes' allow many day-to-
day chores to be automated, and for older people’s
homes to be monitored remotely where needed (Joseph
Rowntree Foundation web — b). At the same time, new
building regulations require new homes to be built as
"lifetime homes’, that are flexible and adaptable, to
facilitate independent living for longer (Joseph
Rowntree Foundation web — ¢).

...problems with supply threaten to make the
situation worse.

While demand for long-term care is therefore not set to
explode soon, and even in the long-term could be
contained, several factors on the supply side are set to
cause further difficulties in the years ahead.

Workforce shortages that are already evident look
like being a sign of things to come (Social Services
Inspectorate 2000). Staff in this sector have traditionally
been poorly paid for highly demanding work, but are
now becoming harder to recruit. The only solution to
this in the long term is to improve pay, status and
training in this sector. Although this will increase costs,
there is a growing realisation that essential staff in care
support roles must be more highly valued.

Informal care, which has been the mainstay of
support, could potentially diminish. At present, over 70
per cent of care is provided on an unpaid basis. However:

e increased mobility means children are more often
living further from their parents

e demographic change has increased the number of
people of an age where care needs are most
common, relative to the number in the age groups
that do the most caring

e more women work or have dependent children at a
later age

e cultural attitudes to family responsibilities may be
changing, while an increase in relationship
breakdown creates extra risk of people being left
without support.

So far this has not caused a petering out of informal

care, but even a small drop in the 70 per cent of care

provided informally would require a relatively large
percentage increase in paid-for care.

Individuals receiving home-based

Figure 37 ...while fewer people receive home-based services.

The quality of care will need to be
transformed. This process has already started,
with a framework for regulation introduced for
the first time in the Care Standards Act 2000.
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raising standards in line with living standards
and expectations should not be
underestimated. Attention is needed not just
to material standards, including comfort and
privacy, but also staff quality, social life and a
range of other dimensions which are likely to
emerge in the future. Most importantly, care
homes need to be able to respond to the
demands of their users, who will increasingly
expect to enjoy the kind of choice and decent
living standards that are available in other
areas of modern life.
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Tackling long-term care: Contain demand,

but face the cost

Like housing, care in old age is a basic need, and those
without proper access to it are subject to considerable
suffering. Also like housing, the present system creates
problems of access for a wide range of people, but the
poorest groups suffer most because they have little or
no choice. Ensuring universal access to this service,
with quality and choice, is therefore now a key aspect of
tackling disadvantage.

Potentially, the cost to society of providing for long-
term care as the population ages could be enormous.
The growth in the next half century of the numbers over
85 needs to be multiplied by the extra unit cost
involved in providing high quality domiciliary or
residential care for everyone who needs it. Therefore
action is needed on two fronts. First, there are things
that can be done to contain growth in demand for the
most expensive form of care, in residential homes.
Second, mechanisms must be found to support the
undoubtedly high cost of providing long-term care in a
way that makes it accessible to all.

Demand could be contained by health
education...

The health of the older population could, over the long
term, be improved not just by preventative interventions
with people who are already elderly, but also by
encouraging younger adults to lead healthier lifestyles.
The growing affluence of the population gives more
people the resources to afford healthy living, if they
make appropriate lifestyle choices. However, the
resources to live healthy lives are not distributed
equally, and the general assault on disadvantage
advocated by this report would have spin-off effects in
terms of health-related needs in later life.

...by preventive support...

For older people who might potentially need long-term
care, improved low-intensity support would help to
prevent or delay the need for it. This is presently a low
priority for cash-strapped local authorities, which have
been running down traditional home help services. Yet
the evidence shows that low-level help, for example

Long-term policy goals

e Contain the cost by limiting the need for
residential care.

o Create a financial mechanism to make high
quality care available to all.

Tackling disadvantage: A 20-year enterprise

with housework, can sustain self-respect and
confidence, which itself may help avoid the need for
residential care (Joseph Rowntree Foundation 1999).

...and by intermediate care...

At present, it can be hard to discharge people who do
not require close medical attention but do at present
need residential care. Intermediate care can provide a
temporary solution. This not only reduces expenditure
on hospital beds and cuts the number of emergency re-
admissions, but can also help prevent the need for
permanent admission to residential care. Promisingly,
the Government is now investing in such ‘intermediate’
care. The Joseph Rowntree Housing Trust has
demonstrated the scope for such intermediate care —
see box.

...but we must face the costs of long-term care.
The lack of a reliable system for financing long-term
care has for many older people become a source of
worry and led to a sense of injustice. Whether among
people dependent on the State who are finding it
harder to get the services they need, or among those
who have accumulated modest assets and fear they will
lose them having to pay the cost of care, there is a

JRHT Intermediate Care

The Joseph Rowntree Housing Trust's (JRHT)
Continuing Care Retirement Community has
provided an opportunity to see the extent to which
residential and nursing care can be used for short
periods of 'intermediate care'. The community has
a residential care and nursing care centre in the
middle of a complex of 150 individual bungalows.

e 29 of the community's 200 bungalow residents
spent at least one night in this community's care
home over the 12 months to December 2000

e they paid 41 visits to the care home, staying a
total of 714 nights.

The JRHT estimates that the availability of this
facility within the community saved 374 ‘bed nights'’
in hospital last year. The majority of these came
from people being discharged from hospital earlier
than would have been possible but for the provision
of this 'intermediate’ care. Others were saved
because of provision of short-term nursing care.




sense of a ‘broken contract’ with the State. Many
people have expected the State to provide social care,
just like health care, free where it is needed.

In 1996, following its Inquiry into Meeting the Costs
of Continuing Care, the Joseph Rowntree Foundation
proposed that long-term care should be free at the
point of delivery, with a compulsory insurance scheme
to cover much of the cost (see box). Three years later,
the Royal Commission on Long-Term Care proposed that
nursing and personal care — although not
accommodation — should become free at the point of
delivery but that it should be funded from general
taxation.

For most of the UK, the Government has rejected
the Commission’s recommendations, and decided to
fund only the nursing element of long-term care. One
of its arguments is that free care would reduce the
amount of informal care provided in the home by family
and friends. In Scotland, on the other hand, the Scottish

Executive has started to fund care as well as nursing
costs in 2002. It is estimated that this might raise the
total cost of care by about 12 per cent, but abuse of the
system could be avoided by strict medical definitions of
conditions eligible for personal care.

The JRF believes its earlier recommendation for a
regulated, funded and compulsory National Care
Insurance scheme is viable, fair and efficient. However,
the recommendations, summarised below, are not the
only means of creating access to care free at the point
of delivery. The important thing is to find some way of
paying for care that will give poor as well as rich people
access to quality and choice when accessing this
essential service. Recent estimates by the Institute for
Public Policy Research show that in the next half
century neither the total cost of care nor the proportion
that needs to be funded publicly are likely to be
excessive relative to the nation’s resources.

Paying for care: A policy illustration
In 1996, the Joseph Rowntree Foundation published
the results of its Inquiry into Meeting the Costs of
Continuing Care. It recommended a funded National
Care Insurance scheme to pay the nursing and care
costs for all who need long-term care. During the
coming quarter century, before the rapid increase in
the number of people aged over 85, such a scheme
could build up funds that would help make it
sustainable in future years. A National Care Council
would be established to set and review national
standards of care entitlements and set levels of
contribution rates — making ‘in-flight” corrections to
these as and when required.

Such a scheme would:

e reduce greatly the costs of insuring against the
potentially catastrophic risks of long-term care,
because of the universal nature of a national
scheme, with administration and marketing costs
kept to a minimum and all those in work
contributing

e avoid ‘free riders’ who choose not to make
provision assuming that society will feel obliged to
pick up the bill for them

e avoid ‘cherry picking' by private insurers (which is
likely to become more of a problem as genetic
testing and other techniques reveal levels of
individual risk), by pooling the risks across the
whole population

e end anxieties about the loss of assets on the part
of those who have saved during their working
lives, rewarding those who have made provision
for their old age and/or wish to pass on an
inheritance to the next generation

e and, most importantly, generate substantial extra
resources to supplement the input of the tax payer
(who would continue to pay for those whose
insurance-based entitlements are insufficient): this
would fund more and better care all round.

Contributions to be paid into the scheme
recommended by the JRF would be compulsory at a
rate which would ensure that someone on average
earnings all their life would put in sufficient for
insurance cover against the full cost of their
continuing care. The Government Actuary assessed
this level at 1-1/2 per cent of average earnings. The
scheme was costed as increasing public expenditure
at about £540 million per annum if introduced
immediately, before there was any funded element,
but £3 billion a year from contributions would be
invested in building up a fund for future beneficiaries.
Payments out of this fund would be small over the
next 20 years, going only to those who have paid in,
so that by the early 2020s the fund would be big
enough to pay for about half of all continuing care.
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Conclusion: A long-term commitment is

affordable

Poverty and disadvantage are avoidable...
This report has argued that widespread poverty and
disadvantage is a damaging and avoidable feature of
twenty-first century Britain. The damage is not only
experienced by those directly affected but by the whole
of society, not least because of the economic cost of
having a large group of people who require expensive
support and are unable to achieve their full potential.

A strategy to combat disadvantage therefore needs
to start with a concerted effort to help everyone play
full economic and social roles. This means enabling
individuals to acquire skills and access paid work, but
also valuing a wider range of activities, such as unpaid
caring, and taking steps to help whole communities to
flourish. At the same time, those who are unable to
flourish in a market economy require support in a
variety of forms.

In a number of areas this requires governments to
adopt bold long-term policy objectives. Among the
most important ones suggested by this report are:

a decisive reorienting of the education system to

ensure that it serves those who have in the past

gained least from it

o measures to allow poorer groups to enjoy a higher
than average rate of income growth in the coming
years, primarily through better opportunities and
more stable and generous support

© anew attitude to housing supply in which society
accepts the importance of meeting growing overall
demand as well as of expanding provision for those
unable to pay market prices

o asystem for paying for long-term care that gives

everyone access to quality options.

...if they are tackled with persistence and co-
ordination...

Of course, none of this can be achieved overnight. Yet if
these principles are pursued over a long period, real
progress is possible. Critically, this requires persistent,
simultaneous action on a range of fronts, where
sporadic or disjointed efforts would be ineffective.

One example is the pursuit of policies to enhance
the incomes of people with low earnings from work.
Efforts to raise productivity, progressive increases in the
minimum wage and the use of tax credits to support the
most needy families would each, as an isolated policy,
encounter serious difficulties. Pursued together, they
have a much better chance of succeeding.

Similarly, measures focusing on income enhancement
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will, over the long term, be more effective if combined
with wider measures to improve access to certain things
that disadvantaged people need. Improving the overall
supply of housing, for example, is a long-term mission
that is essential if one is to ensure that people can afford
to pay for decent accommodation. With a chronic overall
shortage, no policies to supply affordable homes or help
people pay their rent will be adequate to eliminate
housing disadvantage and associated hardship.

...and over the long term these principles are
affordable.

This report has not produced a detailed, costed policy
agenda. Instead, it shows, first, that in principle it is
possible to tackle relative poverty over 20 years by
diverting a relatively small percentage of economic
growth to poorer groups. Second, the report argues
that a higher proportion of the resources spent on
services such as education should be concentrated on
tackling disadvantage.

Will this require new money to be raised from the
taxpayer? In the case of spending on key services such
as education, housing and health, the present
government has already committed large increases. The
important thing will be to sustain higher spending in
these areas and to focus on tackling the problems
identified in this report.

For raising the floor of incomes to the level
recommended, some new resources may be needed.
How much is required over the long term depends on
success in raising the capacity of disadvantaged groups
to succeed economically. However, three factors make a
degree of direct redistributive taxation look like a
feasible option.

First, the present government has made a start. The
past five years have shown that it is politically possible
to have budgets that give disproportionately to poorer
groups with some modest extra call on the means of
richer ones.

Second, gradual movement in this direction over the
long term does not require anyone to have reduced
disposable income — simply for some to become better
off slightly more slowly.

Third, the UK remains a relatively low taxed country,
with most of its EU neighbours raising considerably
more, especially in direct taxation.

This is not an argument for making redistributive
taxation the centre of a strategy to combat poverty and
disadvantage. But alongside the other measures
recommended here, it can play its part.



B Notes

1 GAD (2002) 2000 based population projections.
2 See Department for Work and Pensions (2002a).

3 The estimates calculated for this report use the
same methods as in Piachaud D. and Sutherland H
(2001), Child Poverty: Aims Achievements and
Prospects for the future, New Economy, 8 (2) pp. 71-6
and in Sutherland H, (2001), ‘Five Labour budgets
(1997-2001): impacts on the distribution of
household incomes and on child poverty’,
Microsimulation Unit Research Note MU/RN/41. The
only difference is that an after housing cost measure
is used rather than a before housing cost one.

POLIMOD is based on micro-data from the Family
Expenditure Survey. These data are Crown Copyright.
They have been made available by the Office for
National Statistics (ONS) through the Data Archive
and are used by permission. Neither the ONS nor the
Data Archive bear any responsibility for the analysis
or interpretation of the data reported here.

4 DFES analysis of three waves of the Youth Cohort
Study.

5 See for example Turok, | and Edge, N (1999) The jobs
gap in Britain’s cities, Bristol: The Policy Press/JRF.

6 Department for Work and Pensions estimate 2001.
7 HM Treasury Budget 2002 (Red Book) p. 88; the child
portion of the Child Tax Credit is pegged to earnings

in the present Parliament.

8 Proposed by the Institute for Public Policy Research
(2002) A new contract for retirement.

9 A full discussion of the figures and assumptions

behind these calculations are contained in Darton
and Strelitz (2003).
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