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Poverty: the case for a review of benefit levels

By Ruth Lister
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Context

It is fashionable to argue that poverty is ‘not only about low income’.  That is true up to a point.  Poverty is also frequently associated with poor housing and neighbourhood conditions, ill-health and reduced educational opportunities.  Organisations that actively involve people in poverty will tell you that poverty is also about lack of security, disrespect, an assault on dignity and self-esteem, voicelessness, powerlessness and diminished citizenship rights.  Nevertheless, it is primarily lack of money together with inadequate living standards that distinguish the state of poverty from that of non-poverty and therefore the question of the adequacy of incomes available to those living in poverty cannot be avoided.

In similar vein, there is widespread support for the principle underlying current anti-poverty policies: paid work is the best route out of poverty.  Again, this is true up to a point.  A full-time wage markedly reduces the risk of poverty.  Yet, as Peter Kenway of the New Policy Institute has asked, ‘If work is supposed to be the route out of poverty, why do half of the children in poverty in Britain today live in households where someone is working?’
  Paid work is not a panacea.  Nor, because of caring responsibilities or severe health problems, is it appropriate for all those out of work.  And not all who want paid work can find it due to lack of appropriate jobs or to barriers within or external to the labour market.  So, more specifically, the question of the adequacy of out-of-work benefits also cannot be avoided.

When New Labour came to power it dismissed calls for improvements in out-of-work benefit levels as ‘old Labour’, ‘futile’ and as in danger of promoting a ‘dependency culture’, the spectre of which still looms large in ministerial pronouncements on welfare reform.  Nevertheless, the government has, very quietly, gradually increased in real terms the benefits paid for children, in particular under 11 year olds, so that payments for the latter are now worth about twice as much as when it came to power.  Yet, it continues to resist calls for improvements to adult rates of the safety net benefit – income support (IS)/income-based jobseeker’s allowance – and for a general review of benefit adequacy.

Analysis

Improvements in children’s benefits have contributed to the decrease of around 700,000 in the number of children living in poverty by 2004-05.  At the same time the stagnation in adult benefit rates has been a factor in the increase in the number of working-age childless adults living in poverty.  According to a group of children’s charities, the single adult rate of IS declined as a proportion of average earnings from 13.4 per cent in April 1997 to 11.0 per cent in April 2004 and the couple rate from 21 to 17. 3 per cent.  They estimate that had the rates kept up with average earnings since 1997, in 2004 the single rate would have been £12.14 higher than it was and the couple rate £18.67 higher.
  

The charities have also calculated the ‘poverty gap’ between the April 2005 poverty line and the value of safety net benefits for different household types.  The analysis shows that it is childless households who suffer the largest gaps: 54 per cent for a childless adult couple and 47 per cent for a single person.  For those with children the gap ranges between 17 per cent and 35 per cent.  They attribute the poverty gaps in large part to the inadequacy of the adult benefit rates.  These affect not only childless adults but also parents and parents-to-be.

Inadequate benefits for parents have knock-on effects on their children, however hard parents work to protect their children against the full impact of poverty.  The Women’s Budget Group (WBG) has analysed the links between child poverty and that of mothers who, research shows, bear the main strain of managing poverty.
  This is often at the cost of their physical and mental health, which can then have consequences for their parenting and job-seeking capacities, both of which are pivotal to the Government’s child poverty strategy.  

There is accumulating evidence of how the stress associated with raising children in poverty can make it extremely difficult to provide effective parenting.  Parenting support services can help provided they are offered in a non-stigmatising way and are presented on terms that do not appear to blame parents themselves for their problems.  But they do not of themselves address the underlying issue of hardship and the stress this creates.

This stress and associated ill health can also have a damaging impact on the ability to seek and find work.  As Alan Marsh has observed, on the basis of his research into lone parent families (including for the Government)

The first step in restoring the optimism and sense of well-being essential to turn the view of even the most disadvantaged lone parent outward towards work, is to improve the present standard of living.  Hardship reduces morale and allows little room for the kind of optimism and forward planning that personal advisors and work-focused interviews hope to encourage.

The WBG also highlights the position of young mothers, who receive an even lower benefit rate than adults, and of mothers-to-be.  There is growing concern about the health status of first time mothers who become pregnant while on benefit.  A poverty income during pregnancy makes it harder for women to eat well and this can impact on the future health of their babies.  Inadequate adult benefit rates thus have the potential to damage the life chances not just of today’s children but of tomorrow’s also.  

Prescription

The policy prescription is in two parts.  The first, immediate, necessity is a real improvement in safety net benefit rates for adults.  This demand is now high on the policy agenda of children’s charities such as CPAG and End Child Poverty.  Resistance to the demand reflects the fear that decent benefits will encourage ‘welfare dependency’ and discourage job-seeking.  However, as suggested above, there is a counter-argument: the very hardship resulting from benefits that are too low can work against the Government’s own anti-poverty strategy by undermining job-seeking and parenting capacities.  Moreover, if the safety net is too low those reliant on it may be less likely to take the risk of seeking work in an insecure labour market, particularly if they are burdened by debt. 

Despite an endless round of reviews of social security under both this and the previous government, the question of whether benefits are adequate to meet needs has been ignored.  Of course, terms such as ‘adequacy’ and ‘needs’ beg many questions.  Such questions are, though, not resolved by ignoring the issue.  As it is, there has been no official published review of benefit levels since the Beveridge Report.

The Government has been under pressure from a number of quarters to remedy this and to establish an independent body to develop minimum income standards as a benchmark against which benefit levels can be assessed.  In a 2004 memorandum to the Prime Minister on minimum income standards, supported by a number of individuals and organisations, the Zacchaeus 2000 Trust explained that the methodology of budget standards used to develop minimum income standards presents ‘the opportunity to fix income thresholds, related to the need for healthy living and social inclusion, in which the goods and services that can be afforded by households living at that threshold can be listed, described, understood, quantified, priced and adapted’.    

The Government’s response has been to question the possibility of arriving at agreement on such standards.  Yet, research by John Veit Wilson in the 1990s discovered ten countries that already use minimum income standards in some part of their social protection system.
  They do not of themselves guarantee adequate benefit levels, since the actual fixing of those levels will remain a political decision.  But they provide a less arbitrary and more transparent basis for that decision-making than exists at present.  

Back in 1992, the European Commission recommended that member states ‘recognise the basic right of a person to sufficient resources and social assistance to live in a manner compatible with human dignity’.  A decent level of income for people reliant on benefits is essential to the respect of their dignity, which represents a fundamental tenet of human rights.  As such it is important not just as a guarantee of reasonable living standards but also as a symbol of recognition of the equal worth of our fellow citizens.
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